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6610  CALIFORNIA STATE UNIVERSITY (CSU) 
 

Issue 1: CSU Turnaround Plans Report Update 

 

Panel.  

 

Alex Anaya Velazquez, Department of Finance 

Mark Martin, California State University  

Natalie Gonzalez, Legislative Analyst’s Office  

 

Background. The 2025 Budget Act included provisional language requiring that every CSU 

campus that has experienced sustained enrollment declines to submit a turnaround plan to the CSU 

Chancellor’s Office by December 31, 2025. In turn, the CSU Chancellor’s Office is required to 

review and submit a consolidated report to the Department of Finance and the Legislature by 

March 1, 2026. This consolidated report shall also include systemwide strategies for increasing 

student demand and enrollment as developed by the CSU Chancellor’s Office.   

 

On February 26, 2026, the CSU Chancellor’s Office requested and was granted a 30-day extension, 

with a new reporting deadline of March 31, 2026.  

 

Each turnaround plan submitted by individual campuses are required to include, but not be limited 

to, the following information:  

 

1. A list of strategies the campus has decided to implement to increase student demand and 

enrollment, including:  

o The expected outcomes of each strategy, including any results to date.  

o An implementation timeline for each strategy, including actions taken to date. 

o The cost of each strategy (one time, ongoing, and total).  

o Comparable information shall also be provided for any other strategies that the 

campus is seriously considering to increase its enrollment, even if the campus has 

not yet finalized or begun implementing them. 

2. Enrollment projections for each of the next five years. 

3. A list of cost-saving strategies the campus has decided to implement, including:  

o The amount of associated savings (one time, ongoing, and total) expected to be 

achieved as a result of each strategy, including any savings achieved to date.  

o An implementation timeline for each strategy, including actions taken to date.  

o Comparable information shall also be provided for any other strategies that the 

campus is seriously considering to reduce its costs, even if the campus has not yet 

finalized or begun implementing them. 
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The CSU Chancellor’s Office identified seven campuses to submit turnaround plans, including: 

CSU Channel Islands, CSU Chico, CSU Dominguez Hills, CSU East Bay, CSU Humboldt, CSU 

San Francisco, and CSU Sonoma.  

The CSU’s Consolidated Turnaround Plan report is included as an attachment to this agenda.  

 

Staff Recommendation. Informational Item Only.  
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1111  BUREAU FOR PRIVATE POSTSECONDARY EDUCATION (BPPE) 
 

Issue 2: General Fund Backfill 

 

Panel.  

 

Taylor Schick, Chief Fiscal Officer, Department of Consumer Affairs 

Deborah Cochrane, Bureau Chief, Bureau for Private Postsecondary Education 

Charlene Manning, Principal Program Budget Analyst, Department of Finance 

Lisa Qing, Legislative Analyst’s Office 

 

Governor’s Budget. The Governor’s budget includes a $10 million one-time General Fund 

appropriation for BPPE in 2025-26. These funds would be used to repay the High Polluter Repair 

or Removal Account loan in full in the current year. This would effectively shift the litigation costs 

covered by that loan to the General Fund. The Administration indicates the General Fund support 

is intended to help mitigate BPPE’s structural deficit and narrow BPPE’s proposed fee increases 

for educational institutions to only recover BPPE’s existing operational costs. 

 

Background. The Bureau for Private Postsecondary Education oversees and approves private 

postsecondary degree-granting institutions to make sure they meet specified minimum statutory 

standards concerning the quality of education, ethical and business practices, health and safety, 

and fiscal responsibility. The Bureau responds to student complaints and oversees a fund designed 

to help reimburse a student's tuition if a school closes unexpectedly. 

 

BPPE’s Operations Are Supported by a Special Fund. BPPE deposits revenue into the Private 

Postsecondary Education Administration Fund (BPPE Fund). Like other regulatory agencies, 

BPPE receives revenue from various fees paid by the entities it oversees. The largest of these fees 

is an annual licensing fee, which accounts for more than 90 percent of the revenue in the BPPE 

Fund. This annual fee is currently set at 0.55 percent of each campus’s total revenue from 

California students, with a minimum fee of $2,500 and a maximum fee of $60,000 per campus. 

BPPE also charges several smaller fees, including fees for institutions to apply for, renew, or make 

changes to their licenses. The Legislature sets BPPE’s fees in statute. The last time the Legislature 

adjusted these fees was during BPPE’s 2016 sunset review, when it changed the structure of the 

annual licensing fee, among other changes. Those changes were fully implemented by July 1, 

2018. Since then, revenues in the BPPE Fund have been roughly flat in unadjusted dollars. 

Adjusting for inflation, revenues were 18 percent lower in 2024-25 than in 2018-19. 

 

BPPE Fund Has a Structural Deficit. As the figure below shows, expenditures from the BPPE 

Fund have exceeded revenues annually beginning in 2014-15. This trend is counter to the typical 

expectation that regulatory agencies’ fees cover their costs. As a result of BPPE’s structural deficit, 

the state has taken several actions to keep the BPPE Fund solvent in recent years. Most notably, in 

2021-22, the Department of Consumer Affairs issued a $12 million loan to the BPPE Fund from 

the Bureau of Automotive Repair’s Vehicle Inspection and Repair Fund. (Control Section 14.00 

of the annual budget act authorizes DCA to issue loans between the special funds it oversees.) The 
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2022-23 budget then provided BPPE with $24 million one-time General Fund over three years to 

repay this loan and cover its operational costs while BPPE developed a proposal for a new fee 

structure. BPPE submitted a report to the Legislature in February 2024 containing 

recommendations for fee increases. Consistent with that report, BPPE is now seeking legislative 

approval for fee increases as part of its sunset review this spring. Most notably, under BPPE’s 

proposal, the annual fee would increase to 0.75 percent of each campus’s total revenue from 

California students, with a minimum fee of $4,000 and a maximum fee of $80,000 per campus. 

The proposed increase in the maximum fee is roughly in line with inflation since the last time it 

was raised. 

 

 
Source: Legislative Analyst’s Office – The 2026-27 Budget: Bureau for Private Postsecondary Education 

 

Legislative Analyst’s Office (LAO).  

 

Assessment 

 

No General Fund Appropriation for BPPE Is Needed in the Current Year. The Administration 

has not demonstrated an immediate need for a current-year General Fund appropriation for BPPE. 

With the existing loan from the High Polluter Removal or Repair Account, the BPPE Fund can 

fully cover its expenditures and remain solvent in 2025-26. In addition, the High Polluter Repair 

or Removal Account does not need to be repaid in the current year. Even without repayment, that 

fund would have more than enough to cover its expenditures, with an estimated ending balance of 

$95 million (22 months of expenditures) in 2025-26. 

 

Proposal Would Not Address BPPE’s Underlying Structural Deficit. As the figure below shows, 

the BPPE Fund is projected to become insolvent in 2027-28 regardless of whether the state 

provides the proposed General Fund appropriation. (This appropriation would have a small impact 
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on BPPE’s near-term fiscal condition, as it covers loan repayment costs that would otherwise be 

spread across the next six years.) Furthermore, the state has already provided $24 million in 

General Fund appropriations to keep the BPPE Fund solvent in recent years. The state likely will 

need to continue providing periodic General Fund appropriations for BPPE unless its underlying 

structural deficit is addressed. 

 

 
Source: Legislative Analyst’s Office – The 2026-27 Budget: Bureau for Private Postsecondary Education 

 

Using General Fund to Cover Special Fund Costs Has Notable Drawbacks. BPPE is intended to 

function the same as other regulatory agencies—charging fees to cover its costs. For many 

regulatory agencies, these costs sometimes include legal settlements and other litigation costs. The 

General Fund is not intended to cover these costs. Using General Fund in place of special funds 

comes at the expense of supporting other core state programs (particularly ones that do not have 

the authority or ability to raise their own revenue). Moreover, using General Fund to cover 

litigation costs for BPPE sets a poor precedent, notably increasing the state’s General Fund 

exposure if other special fund agencies were to seek similar fiscal assistance. Furthermore, the 

General Fund currently is facing its own structural deficit, with its own spending exceeding 

revenues. Using $10 million one-time General Fund to cover BPPE’s costs leaves less funding 

available for other important purposes, including building fiscal resiliency through higher General 

Fund reserves. 
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Recommendation 

 

Reject Proposal and Address BPPE’s Structural Deficit as Part of Sunset Review. Given the 

concerns above, the LAO recommends the Legislature reject the proposed General Fund 

appropriation for BPPE in 2025-26. Furthermore, to remove the pressure for General Fund 

appropriations in future years, we recommend the Legislature address BPPE’s underlying 

structural deficit as part of the sunset review process this spring. The Legislature could approve a 

revised fee structure and associated fee increases to ensure the regulatory agency can cover its 

costs. BPPE’s fees have not been adjusted in nearly a decade and its associated revenue has not 

kept pace with inflation. The Legislature also could link BPPE’s statutory maximum annual fee to 

an inflation index so that structural deficits would be less likely to reemerge. While increasing fees 

would lead to higher costs for the institutions that BPPE oversees, we think it is unlikely that 

increases of the size BPPE is proposing would notably impact these institutions’ ability to operate 

in California and, in turn, student access to higher education. Beyond raising BPPE fees, the 

Legislature could consider ways to reduce BPPE’s expenditures, but this would likely require 

narrowing BPPE’s mission or otherwise scaling back its activities. 

 

Staff Recommendation. Hold Open.   
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6440  UNIVERSITY OF CALIFORNIA (UC) 

6610  CALIFORNIA STATE UNIVERSITY (CSU) 

6870  BOARD OF GOVERNORS OF THE CALIFORNIA COMMUNITY COLLEGES 

6980  CALIFORNIA STUDENT AID COMMISSION (CSAC) 
 

Issue 3: Cal Grant Update 

 

Panel.  

 

Shawn Brick, University of California 

April Grommo, California State University  

Allison Beer, California Community Colleges Chancellor’s Office 

Tae Kang, California Student Aid Commission 

Hugo Solis Galeana, Department of Finance 

Natalie Gonzalez, Legislative Analyst’s Office 

Governor’s Budget.  

 

2025-26 Revised Cal Grant Spending. The Governor’s budget includes $107 million General 

Fund to reflect a 3.8 percent increase in Cal Grant cost estimates from CSAC. Since budget 

enactment, spending is coming in higher than budgeted in all program areas (except for 

competitive awards), with the largest increases in the High School Entitlement and CCC Expanded 

Entitlement programs. Higher spending in the High School Entitlement program is due to an 

8.1 percent increase in the expected number of recipients. For the CCC Expanded Entitlement 

program, higher spending is particularly concentrated at CSU (due to more recipients transferring 

to CSU and their average awards increasing). 
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          Revised Cal Grant Spending for 2025-26 (Dollars in Millions) 

  2025-26 
Enacted 

2025-26 
Revised 

Percent Change from 
Enacted to Revised 

Total Spending $2791 $2898 3.8% 
By Segment:       
University of California  1234 1232 -0.2% 
California State University  956 1026 7.3% 
California Community 
Colleges 

344 362 5.2% 

Private nonprofit institutions 229 247 7.9% 
Private for-profit institutions 28 30 7.1% 
Other Public Institutions ___ 1 ___  
By Program:       
High School Entitlement  1971 2044 3.7% 
CCC Expanded Entitlement 478 515 7.7% 
Competitive 157 150 -4.5% 
Transfer Entitlement 165 167 1.2% 
Cal Grant C 21 21 0.0% 
By Award Type:        
Cal Grant B 1309 1379 5.3% 
Cal Grant A 1461 1498 2.5% 
Cal Grant C 21 21 0.0% 
By Renewal or New:        
Renewal 1924 1940 0.8% 
New 867 958 10.5% 

Source: Legislative Analyst’s Office – September 2025 and January 2026 EdBudget Figures 

 

Cal Grant Costs in 2026-27. The Governor’s budget includes an additional $337 million ongoing 

General Fund in 2026-27, representing an estimated 12 percent increase in Cal Grant spending 

over the revised 2025-26 spending level. The higher spending reflects a 9.1 percent projected 

increase in recipients and a 2.3 percent projected increase in average Cal Grant award amounts, 

primarily due to UC’s and CSU’s planned tuition increases. (Under CSAC’s estimates, $65 million 

of the Cal Grant spending increase in 2026-27 is attributable to covering higher tuition costs at UC 

and CSU.) The figure below summarizes the projected changes for 2026-27 by segment and award 

type. 
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Source: Legislative Analyst’s Office – The 2026-27 Budget: California Student Aid Commission 

 

Background. The state created the Cal Grant program to increase college access by making 

college more affordable for California students with financial need. The program gives these 

students choice in where they attend school, as students can use their Cal Grant award at any of 

the state’s three public segments, private nonprofit institutions, and private for-profit institutions. 

The program began in 1956 with 600 students receiving awards to assist with the cost of college. 

In 2024-25, the program served more than 450,000 students and spent $2.5 billion. 

 

The Cal Grant program includes three types of awards that cover certain kinds of college costs.  

 

• Cal Grant A awards cover full systemwide tuition and fees at public universities and a fixed 

amount of tuition at private universities.  
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• Cal Grant B awards provide the same amount of tuition coverage as Cal Grant A awards 

in most cases, while also providing an “access award” for nontuition expenses such as food 

and housing.  

• Cal Grant C awards, which are only available to students enrolled in career technical 

education (CTE) programs, provide lower amounts of tuition and nontuition coverage. 

Across all award types, larger amounts of nontuition coverage are available to students 

with dependent children as well as current and former foster youth. 

The figure below shows how Cal Grant award amounts differ by award type, sector and student 

characteristics.  

 

Source: Legislative Analyst’s Office – The 2026-27 Budget: California Student Aid Commission 
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Cal Grants Have Financial and Academic Eligibility Criteria. Students apply for Cal Grant 

awards by submitting a Free Application for Federal Student Aid (FAFSA) or, in certain cases, a 

California Dream Act Application (CADAA). To qualify for an award, students must demonstrate 

“financial need,” which, for most students, is determined through a federal calculation using 

information submitted on the FAFSA. (This financial need calculation is used for many 

needs-based financial aid programs across the country.) Students have financial need if their total 

cost of attendance exceeds their Student Aid Index, which is a proxy for what households can 

contribute toward college costs. In addition, students must have household income and assets 

below specified Cal Grant caps. The state uses these caps both to target aid and contain program 

costs. The income and asset caps vary by family size and are adjusted annually for inflation. In 

the 2025-26 award year, the annual household income cap for a dependent student from a family 

of four is $135,900 to qualify for Cal Grant A or C awards and $71,500 to qualify for Cal Grant B 

awards. Beyond financial criteria, students must also meet a minimum grade point average (GPA) 

requirement to qualify for a Cal Grant. The specific GPA requirement varies by award type. Most 

award types require a minimum high school GPA of 2.0 or 3.0 or a minimum community college 

GPA of 2.0 or 2.4. 

 

Number of Cal Grant Recipients and Spending Have Been Rising. As the figure below shows, 

the number of Cal Grant recipients and Cal Grant spending have increased over the past decade. 

The number of recipients grew from approximately 328,000 in 2015-16 to 453,000 in 2024-25—

a 3.7 percent average annual increase. Spending grew from $1.9 billion to $2.5 billion over the 

same period—a 3.1 percent average annual increase. Growth in both recipients and spending were 

particularly high in 2024-25 (the most recent year of actual data). In 2024-25, Cal Grant recipients 

increased by 13 percent and spending increased by 8.7 percent. 

 

https://www.csac.ca.gov/sites/default/files/2024-07/2025-26_new_applicants_and_renewing_recipients.pdf
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Source: Legislative Analyst’s Office – The 2026-27 Budget: California Student Aid Commission 

 

Staff Recommendation. Hold Open.  
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6440  UNIVERSITY OF CALIFORNIA (UC) 

6610  CALIFORNIA STATE UNIVERSITY (CSU) 

6980  CALIFORNIA STUDENT AID COMMISSION (CSAC) 
 

Issue 4: Middle Class Scholarship Update & Governor’s Budget Proposal 

 

Panel.  

 

Shawn Brick, University of California 

April Grommo, California State University 

Tae Kang, Deputy Director for Program Administration & Services Division, CSAC 

Hugo Solis Galeana, Department of Finance 

Natalie Gonzalez, Legislative Analyst’s Office 

 

Governor’s Budget.  

 

Reducing Middle Class Scholarship (MCS) Award Coverage to 17.5 Percent. The Governor’s 

budget reduces MCS award coverage by half—from 35 percent to 17.5 percent—for the 2026‑27 

award year. This is the only proposed higher education budget solution. The proposed funding 

level is $513 million ongoing General Fund. The reduction in award coverage would decrease 

MCS spending by $541 million. The administration scores the $541 million as one‑time savings. 

The Governor’s budget maintains the new budgetary approach of funding MCS awards one year 

in arrears, as adopted in the 2025 Budget Act. Given this budgetary approach, the state would not 

achieve the identified one‑time General Fund savings until 2027‑28.  

 

Background. The state created the original MCS program in the 2013 Budget Act to provide 

partial tuition coverage to certain UC and CSU students. Originally, awards were for students who 

were not receiving tuition coverage through the Cal Grant program or other need‑based financial 

aid programs. In 2022‑23, the state implemented a new set of rules for the MCS program. The new 

program focuses on total cost of attendance (rather than only tuition). Under the new program, 

students may use their awards for nontuition expenses, such as housing and food. As the figure 

below shows, the spending for the program and number of recipients increased sharply in 2022‑23 

with the launch of the new MCS program. 

 

 



Subcommittee No. 1                                                                                                 April 9, 2026 

 

Senate Committee on Budget and Fiscal Review                                                                        16 

 
Source: Legislative Analyst’s Office – The 2026-27 Budget: California Student Aid Commission 

 

Increase in MCS Spending Stems Primarily From Expanding Eligibility to Cal Grant 

Recipients. In 2024-25, about 190,000 (55 percent) MCS recipients were also Cal Grant recipients 

(that is, students who were not eligible for awards under the original program). These recipients 

account for roughly 80 percent of the increase in MCS spending. Though much of the increase in 

MCS recipients under the revamped program is due to expanded eligibility, some is due to higher 

enrollment at UC and CSU. Specifically, from 2021-22 (the year before MCS was revamped) to 

2024-25, resident undergraduate enrollment increased by 7.5 percent and 2.1 percent at UC and 

CSU, respectively. 

 

Average MCS Award Amount Increased by About Half Between Original and Revamped 

Program. Across all MCS recipients, the average MCS award in 2024-25 was $3,673—50 percent 

higher than in 2021-22. In 2024-25, the average MCS award for CSU students was 70 percent 

higher than it had been under the original program. By comparison, the average MCS award for 

UC students was slightly lower than under the original program. These changes in average award 

amounts are due to switching the program from partial tuition coverage to a share of remaining 

cost of attendance. 

 

Middle Class Scholarship Award Calculation. Calculating each student’s award amount 

involves several steps. Starting with a student’s total cost of attendance, CSAC deducts the 

student’s available resources, consisting of:  

 

• Other need‑based and non‑need‑based gift aid.  

• Student Contributions from part-time works earnings. 
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• Parent contribution for dependent students with household incomes over $100,000. This 

parent contribution is one‑third of the expected parent contribution calculated according to 

the federal student aid index methodology.  

 

Awards are then prorated based on program funding level.  

 

MCS Award Coverage Has Been Determined in Two Ways. Under the revamped program, 

every student receives the same percentage of their remaining costs covered (except foster youth, 

who receive awards that cover 100 percent of their remaining costs). From 2022-23 through 

2024-25, CSAC determined what percentage of each student’s remaining costs to cover based on 

the annual MCS appropriation. In 2022-23, award coverage was 26 percent, followed by 

36 percent in 2023-24, and 35 percent in 2024-25. Using this approach, CSAC could not finalize 

the percentage of award coverage until August when it received enrollment rosters from campuses. 

This issue made it challenging for campuses to inform students of their estimated MCS award 

amounts prior to the start of the academic year. As a result, students often did not know their full 

financial aid package prior to the start of the academic year. To help mitigate this issue, in 2025-26, 

rather than setting the appropriation for MCS and adjusting award coverage accordingly, the state 

locked in the percentage of award coverage that year at 35 percent. The state is now responsible 

for covering whatever is the associated cost. 

 

The 2025 Budget Act Began Funding the MCS Program in Arrears. The state also adopted a 

new budgetary approach for the MCS program last year. Under the new budgetary approach, the 

state began funding the MCS program one year in arrears. As a result, the state will pay for the 

cost of MCS awards for the 2025-26 academic year in 2026-27. The state is covering costs in 

2025-26 using a General Fund loan. 

 

Staff Comments. As a result of the Administration’s proposal to reduce the Middle Class 

Scholarship program’s funding levels by more than half, students will see significantly less support 

in financial aid, with award coverage levels dropping from 35 percent to 17.5 percent. This leads 

to significant volatility for students as they potentially face having to cover a shortfall in financial 

aid from one year to the next and potential new students basing decisions on less affordable 

financial aid packages. As shown in the figure below, average awards amounts are estimated to be 

reduced by $1,568 for students at the CSU and $1,464 for students at the UC.  
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Source: Legislative Analyst’s Office – The 2026-27 Budget: California Student Aid Commission 

 

Staff Recommendation. Hold Open.  
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6870  BOARD OF GOVERNORS OF THE CALIFORNIA COMMUNITY COLLEGES 
 

Issue 5: Proposition 2 - Capital Outlay Projects 

 

Panel.  

 

Chris Ferguson, California Community Colleges Chancellor’s Office 

Alexandra Wildman, Department of Finance 

Lisa Qing, Legislative Analyst’s Office 

 

Governor’s Budget.  

 

Funding for Planning Phases of 10 Projects in 2026-27. The Governor’s budget includes 

$28 million Proposition 2 bond funds for the preliminary plans and working drawings phases of 

10 projects selected by the California Community College Chancellor’s Office. The total cost 

across all project phases is $748 million, with the state covering $399 million (53 percent) and 

districts covering $348 million (47 percent). The figure below provides a list of the proposed 

projects.  

 

 
Source: Legislative Analyst’s Office - The 2026-27 Budget: Community College Facilities 
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Continued Funding for 2025-26 Projects. The Governor’s budget includes $709 million 

Proposition 2 bond funds for the construction phase of 29 capital outlay projects initiated in 2025-

26. The total cost across all project phases is $1.6 billion, with the state covering $764 million 

(48 percent) and districts covering $834 million (52 percent). As of the Governor’s budget, all but 

two of these projects were scheduled to complete working drawings in 2026-27, with the remaining 

projects expected to do so by August 2027. The figure below provides details of those continuing 

projects.  

 

 
Source: Legislative Analyst’s Office - The 2026-27 Budget: Community College Facilities 



Subcommittee No. 1                                                                                                 April 9, 2026 

 

Senate Committee on Budget and Fiscal Review                                                                        21 

Background. In the November 2024 election, voters approved Proposition 2, a state general 

obligation bond that provides $1.5 billion for community college facilities. (The measure also 

provides $8.5 billion for K-12 school facilities.) These funds may be used for various purposes, 

including constructing new buildings, renovating existing buildings, acquiring land, and 

purchasing equipment. The measure does not specify how the funds are to be allocated among 

these specific purposes. In addition to this state bond, voters in the same election approved 14 local 

general obligation bonds totaling $9.9 billion for community college facilities. 

 

Chancellor’s Office Uses Scoring System to Select Projects for Bond Funding. To receive state 

bond funding, a community college district must first submit a project proposal to the Chancellor’s 

Office. Each year, the Chancellor’s Office requests state funding for a subset of these project 

proposals, using a scoring system to prioritize among them. The Chancellor’s Office generally 

develops its scoring systems without legislative involvement. The CCC Board of Governors 

adopted the current scoring system in September 2020. 

 

Scoring System Includes Three Project Categories. Under its current scoring system, the 

Chancellor’s Office allocates available bond funding across three project categories: life safety, 

modernization, and growth. It first designates funding for life safety projects. These projects must 

be accompanied by a third-party study identifying imminent health or safety risks, seismic risks, 

or failing infrastructure. The Chancellor’s Office may designate up to 50 percent of state funding 

each year for life safety projects, though the amount needed to fund all project proposals in this 

category is typically much lower. After addressing life safety projects, the Chancellor’s Office 

then allocates 65 percent of the remaining funding for modernization projects that renovate 

existing space and 35 percent for growth projects that add new space. 

 

Projects Are Ranked Within Modernization and Growth Categories. The Chancellor’s Office 

uses certain scoring metrics to rank projects within these two categories. As the figure below 

shows, modernization projects receive points based on the age and condition of the facility. 

Meanwhile, growth projects receive points based on projected enrollment growth at the campus, 

as well as how its existing capacity compares to its enrollment level. Projects in both categories 

also receive points based on the amount of the local contribution, with districts generally required 

to cover at least 25 percent of total project costs and receiving more points for covering a larger 

share. In addition, projects in both categories receive points for certain other metrics, including 

campus size and region. 
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Source: Legislative Analyst’s Office - The 2026-27 Budget: Community College Facilities 

 

Legislative Analyst’s Office.  

 

Assessment 

 

Trade-Offs in Deciding How Much Funding to Allocate in 2026-27. Under the Governor’s 

budget, the state would be committing nearly $1.3 billion (83 percent) of total Proposition 2 bond 

funding through 2026-27, leaving $249 million (17 percent) available for future years. While this 

is a reasonable starting point, the Legislature could choose to allocate a different amount by 

adjusting the new project proposals for 2026-27. In deciding how much funding to allocate, the 

Legislature faces a basic trade-off. On the one hand, allocating more funding now would allow 

more projects to begin in 2026-27, avoiding the construction cost escalation associated with 

waiting until a future year. On the other hand, allocating less funding now would leave more 

available for high-priority projects (including life safety projects) that could emerge over the next 

year or two. 

 

Scoring System Used to Select Projects Has Some Positive Aspects. Overall, the scoring system 

the Chancellor’s Office uses to select projects is a consistent and transparent way of reviewing 

districts’ proposals. Having clear standards in evaluating projects can help guide the Legislature 

in identifying which projects have the strongest justification. The scoring system also places 

highest priority on life safety projects, with requirements in place to ensure that districts submit 
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only immediate needs under this category. Moreover, the scoring system uses several relevant 

metrics to rank other projects (namely facility age and condition for modernization projects and 

enrollment and capacity for growth projects). 

 

Share of Funding Allocated Toward Modernization Projects Is Likely Too Low. Though we 

think the scoring system is generally reasonable, it has a few shortcomings. One of these 

shortcomings is that it weights modernization and growth projects in a way that does not align 

tightly with identified project needs. While modernization projects account for 84 percent of the 

facility needs identified in CCC’s most recent five-year capital outlay plan, they receive only 

65 percent of funding each year under the Chancellor’s Office’s scoring system. Under the current 

split of funds between modernization and growth projects, modernization projects are somewhat 

less likely to be selected for funding. Of the project proposals that districts submitted for 2026-27, 

7 out of 27 eligible modernization projects (26 percent) are included in the Governor’s budget, 

compared to 3 out of 8 eligible growth projects (38 percent). Providing insufficient funding for 

modernization can lead to higher project costs in the future, as well as potential programmatic 

disruptions when aging building components fail. 

 

Several Campuses Are Receiving Multiple Proposition 2 Projects. Another shortcoming of the 

current scoring system is it does not take into account if a campus already has received funding 

for another project. Of the ten new projects included in the Governor’s budget, seven are at 

campuses that already received Proposition 2 funding for a different project in 2025-26. While 

these campuses may have significant facility needs, they are likely also benefiting from certain 

other scoring metrics. For example, five of these campuses enroll at least 10,000 full-time 

equivalent students, placing them in the highest two tiers of points based on campus size. In 

addition, four of these campuses are located in geographic regions that qualify for additional 

points. While these campuses would receive a second Proposition 2 project, many other campuses 

have not yet received any Proposition 2 funding. To address this issue, the Chancellor’s Office 

intends to begin limiting each campus to one new project every two years. However, it does not 

plan to implement this rule until 2027-28 (at which point the bulk of Proposition 2 funding will 

likely have been committed). 

 

Half of New Projects Have Low Local Contributions. Though the scoring system grants more 

points to districts with higher local contributions, projects can still be selected with relatively low 

local contributions. Of the ten new projects included in the Governor’s budget, five have local 

contributions of between 25 percent and 35 percent—the low end of the allowable range. This is a 

departure from previous years, in which most projects have had local contributions covering 

roughly half of total project costs. A few of the projects with low local contributions are located 

in districts with sizable capital reserves. These districts might be putting forth smaller local 

contributions in part because their projects can still qualify for funding based on other scoring 

metrics. When districts provide smaller local contributions, the available state bond funding cannot 

stretch across as many projects. 

 

Some New Projects Are Not Traditional Instructional Facilities. Under the old scoring system 

the Chancellor’s Office used prior to 2020, the majority of funding allocated each year was 

designated for instructional space, mainly classrooms and laboratories. In addition, 15 percent of 

funding each year was designated for other facilities that “promote a complete campus concept,” 
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including gymnasiums, performing arts centers, and child development centers. Of the ten new 

projects included in the Governor’s budget, four of them—consisting of one gymnasium and three 

performing arts centers—would have fallen into that latter category. (That category similarly 

accounted for a large share of the new projects approved last year, including eight gymnasiums.) 

Facilities in that category do support instruction in physical education, music, theater, and other 

programs. Nonetheless, they differ from the instructional spaces the state has traditionally 

prioritized for bond funding. For example, these types of facilities can generate revenue from 

activities such as athletic events and concerts. 

 

Recommendation 

 

Consider Directing Chancellor’s Office to Adjust Scoring System. The Chancellor’s Office’s 

scoring system has significant implications for which projects receive state funding. While the 

LAO thinks this scoring system is generally reasonable, they have also identified a few potential 

issues with it. If any of the issues above raise notable concerns for the Legislature, it could direct 

the Chancellor’s Office to adjust its scoring system. For example, this might mean allocating a 

larger share of funding toward modernization projects, limiting each campus to one Proposition 2 

project across all years, or capping the share of funding going toward “complete campus concept” 

projects. The Legislature could direct the Chancellor’s Office to make any changes to its scoring 

system in the spring and work with the Administration to propose a new set of projects at the May 

Revision. Though the LAO understands community college districts submitted their project 

proposals assuming the current scoring system, they think it may be worth addressing any notable 

concerns with that system now—while Proposition 2 funding remains available. If the Legislature 

waits to implement changes until some future year, Proposition 2 funding likely will already have 

been exhausted. 

 

Staff Recommendation. Hold Open.  
 


