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January 26, 2024, 9:00 am to 10:30 am 
Meeting Location: Zoom Video Conference ID: 87485899082 

 
PBC COUNCIL MEMBERSHIP  Membership – 14; Quorum – 8 
Dr. Nathaniel Jones III, Tri-Chair, Acting Vice Chancellor for Finance & 
Admin. Dr. Diana Bajrami, Acting President, COA 

Thomas Renbarger, Tri-Chair, Academic Senate Pres.   Jeffrey Sanceri, President, PFT 
Kawanna S. Rollins, Tri-Chair, Classified SEIU Representative  Dr. Stacey Shears, Vice President of Student Services, BCC 
Dr. Marla Williams-Powell, Interim Associate Vice Chancellor for Finance & 
Administration RJ Ishimaru, Student Representative  

Matthew Goldstein, DAS President Dr. Francisco Herrera, Institutional Research Designee 
Matthew Freeman, Faculty, BCC  Javier Lopez, Local 39 Representative 
Sinead Anderson, SEIU Representative  
David M. Johnson, President, Merritt College  Richard Ferreira, Executive Assistant, District, Notetaker (non-voting) 
  *NOTE:  Blue identified as absent 

 
Guests  
Azul Lewis, Faculty, BCC Momo Lim, Internal Auditor, District 
Brandi Howard, Coordinator of Legal Affairs Richard Thoele, President, Local 1021 
Chris Weidenbach, Faculty Senator/DAS Rep. & Secretary, Laney Roberto Gonzalez, Classified President, Local 1021 
Dave Vigo, Budget Director, Finance & Administration, District Sasha Amiri, Asst. to the Chancellor/Board Clerk, District 
Dr. Denise (Cynthia) Richardson, Interim President, BCC Sean Brooks, Vice President of Administrative Services, BCC 
Dr. Rudy Besikof, President, Laney College Tachetta Henry, Executive Assistant, Chancellor's Office 
Dr. Stephanie Droker, Deputy Chancellor & COO, District Tami Taylor, District Senior Accountant, District 
Dr. Tammeil Gilkerson, Chancellor, District Thomas Torres-Gil, Director of International Services, District 
Jamille Teer, Facilities Project Coordinator, District  
Jennifer Fowler, Faculty COA  
Joseph Bielanski, Articulation Officer, BCC  
Leslie Blackie, Faculty, Laney College  
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Agenda Item Committee 
Goal 

Strategic 
Plan Goal 

Outcome Action Items Follow Up 
on Action 

Items 
I. Standing Items      

 
A. Call to Order 

   
The PBC meeting was called to order at 9:06 am.  
Quorum was met. 

  

 
B.  Adoption of 

the Agenda 

   
Motion and seconded to accept the Agenda with changes 
to the time changes.  Motion approved unanimously.     
 

 
 

 

 
C.  Approval 

of Minutes 

   
Motion and seconded to accept the Minutes from 
December 8, 2023, without any changes.  Motion 
approved unanimously.  

  

 
D. Report of 
Action Taken 

   
None to report at this time. 

 

  

 
E. Report of College 
Budget Committee 
 

  Vice President Sean Brooks of BCC reported making 
some payroll and budget adjustments. 
 
President Bajarmi of COA did not have any items to 
report. 
 
President Besikof of Laney stated that the Budget 
Advisory Committee holding first meeting next 
month. Program Reviews submitted and validated.  
 
President Johnson of Merritt reported an upcoming 
College Budget Committee meeting focus on 
preliminary budget subcommittee meeting increase 
transparency and understanding of the budget over 
come roadblocks for a more efficient process. 

  



Planning & Budgeting Committee (PBC) 
Minutes 

 

DEPARTMENT OF FINANCE & ADMINISTRATION 
PERALTA COMMUNITY COLLEGE DISTRICT • 333 EAST 8TH STREET, OAKLAND, CA 94606 

510.466.7200 • WEB.PERALTA.EDU 

 

 

 
F. Public Comments 

     
No public comments at this time.   
 

  

II.  Carried-Over and 
New Items 

Committee 
Goal 

Strategic 
Plan Goal 

Outcome Action Items Follow Up 
on Action 
Items 

 
A. 2024-25 Governor's 

Budget Proposal 

  
E.3 — 
Fiscal 
Oversight 

 
Dr. Nathaniel Jones III, Vice Chancellor, presented to 
the PBC regarding the 2024-25 Governor’s Budget 
Proposal.  Dave Vigo, Budget Director, also provided 
information to the committee regarding funding. 
 
It is anticipated that PCCD will not receive additional 
funding until we receive three (3) years of additional 
enrollment. 
 
The Presentation will be included in the Minutes.  
Requesting information on BoardDocs for 
transparency.     
 
Recommendation made to move the PBC agenda and 
minutes items to BoardDocs. 
 
Per the Chancellor please make the changes to the 
slide(s) and make the presentation available at the 
end of the meeting. 

   
 

 

 
B. PBC Taskforce 

Subcommittee – 
Proposed Structure 

   
The Tri-Chair will meet to determine the 
membership.  They will meet ahead of the next 
meeting. 

  

C. Changes to Budget 
Develop Calendar & 
Processes/ DAS 
2023-25 Budget 
Recommendations 

   
There was a Presentation on Budget Development 
Process & Timeline by Dr. Nathaniel Jones III. 
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Motion to extend the PBC meeting to 10:45 am. 
Motion approved. 
 

 
D. Ideas Around 

Closing the 
Structural Deficit 

   
Not discussed at this time. 

  

 
E. Future Agenda 

Items 
 

   
Not discussed at this time. 

  

 
III. Next Meetings 

   
February 16, 2024, 9:00am – 11:00am 
March 15, 2024, 9:00am – 11:00am 
April 19, 2024, 9:00am – 11:00am 
May 17, 2024, 9:00am – 11:00am 
 

  

 
IV.  Adjournment 

   
The PBC meeting was adjourned at 10:30 am. 
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Governor’s 
2024-25 
Budget 
Proposal
Dr. Nathaniel Jones III, Interim Vice 
Chancellor, Finance & Administration

Mr. Dave Vigo, Budget Director
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Economic Outlook

• $37.9B Deficit (DOF)
• $68B Deficit (LAO)
• Deficit due to lower than projected 

revenues (Market volatility/Tax filing 
extension)

• State reserves available to mitigate 
some of the revenue short fall

• Future characterized by risk & 
uncertainty
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Governor’s Strategy for Addressing 
$37.9B Revenue Shortfall
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Higher 
Education
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Prop 98 
Funding
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Key Budget Adjustments for Community Colleges

CCC Apportionments—An increase of $69.1 million ongoing Proposition 98 General Fund to provide a 0.76-
percent cost-of-living adjustment (COLA) for Student Centered Funding Formula apportionments and $29.6 million 
ongoing Proposition 98 General Fund for 0.5-percent enrollment growth. 

CCC Categorical Program COLA—An increase of $9.3 million ongoing Proposition 98 General Fund to provide a 
0.76-percent COLA for select categorical programs and the Adult Education Program. 

K-14 Rainy Day Fund—A withdrawal of roughly $235.9 million in 2023-24, and $486.2 million in 2024-25, to 
support Student Centered Funding Formula resource needs. 

Nursing Program Support—An increase of $60 million one-time Proposition 98 General Fund to expand nursing 
programs and Bachelor of Science in Nursing partnerships to develop, educate, and maintain the next generation 
of registered nurses through the community college system, subject to future statutory changes. 
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CA Community College System

• $69.15M cost-of-living adjustment 

(COLA) for Student Centered 

Funding Formula apportionments, 

at 0.76%

• Consistent with K-12 COLA

• $29.6M ongoing Proposition 98 

General Fund for 0.5% enrollment 

growth.
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SCFF 
Proposed 
Rates
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Nursing Program Funding
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Affordable Housing 
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Public School System Stability Account ($10.8B)
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FY24-25 Budget Proposal 
Implications for PCCD

• Governor’s Proposed COLA - .76% 
(increases PCCD General Fund Revenues 
by approx. $1.12M)

• Salary COLA has to be 85% of State COLA 
currently at .76% (.646%) {$900K}

• May need to cover salary/benefit cost 
increases for certain categorically 
funded positions
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Questions?



Budget Development Process & Timeline



PCCD Budget Entities

District Office

District-wide Services

BCC COA

Merritt

Laney



Current Budget Approval Process

District 
Finance

Planning & 
Budget Council

Participatory 
Governance 

Council 

Chancellor & 
Cabinet

Board of 
Trustees



Current Budget Development Calendar Detail

https://6398505.fs1.hubspotusercontent-na1.net/hubfs/6398505/2023-24%20Tentative%20Budget%20Book-1.pdf

FY23/24 Budget Development Calendar – Pg. 12

https://6398505.fs1.hubspotusercontent-na1.net/hubfs/6398505/2023-24%20Tentative%20Budget%20Book-1.pdf
https://6398505.fs1.hubspotusercontent-na1.net/hubfs/6398505/2023-24%20Tentative%20Budget%20Book-1.pdf


Key Issues & Concerns

Quality of participatory governance committees (PGCs) involvement in budget 
development due to time constraints

Lack of clarity regarding the documents that should be reviewed & voted on by 
the PGCs

Alignment between state budget timeline and PGCs/BOT meeting schedules 
(e.g., no meetings during critical summer months)

Lack of agreement regarding amount of time needed by the PGCs to review and 
provide feedback on budget documents ahead of committee votes



Proposed Budget Review & Approval Process

District 
Finance

Planning & Budget 
Council

(College Budget Committees (CBC) 
& District Academic Senate (DAS))

Participatory 
Governance 

Council 

Chancellor & 
Cabinet

Board of 
Trustees



Participatory Governance Approval Schedule

PBC &CBC

Budget 
Assumptions 

(Dec.)

FTES/FTEF Target 
& Allocation 

(Jan.)

Tentative Budget 
Presentation 

(May) 

Final Budget 
Presentation 

(Aug.)

DAS

FTES/FTEF Target 
& Allocation 

(Dec.)

Tentative Budget 
Presentation 

(May) 

Final Budget 
Presentation 

(Aug.)

PGC

Tentative Budget 
Presentation 

(June) 

Final Budget 
Presentation 

(Aug.)



Budget Development Calendar High-level Summary

Oct. – Dec.

• Prepare budget development materials for new Fiscal Year
• Review and analyze relevant data to make early revenue/expense assumptions with consultation from 

budget committees 

Jan.-Mar.

• Review, analyze, and develop tentative budget assumptions based on Governor’s Jan. Budget Proposal
• Obtain feedback on position control, budget assumptions, FTES/FTEF targets

Apr.-June

• Obtain second round feedback on position control, get input on discretionary GF and Restricted Funds 
budgets, as well as final FTES Target/FTEF allocation

• Review/Analyze May Revised; get Tentative budget approved by BOT

July-Sept.

• Review/Analyze Final Budget Act; provide Adopted budget for review and input; get Adopted budget 
approved by BOT



PBC/CBC Standing Agenda Items

October

• Review 
data/discuss 
expense 
assumptions

• Review 
data/discuss 
revenue 
assumptions

November

• Review 
data/discuss 
expense 
assumptions

• Review 
data/discuss 
revenue 
assumptions

December

• Vote on 
revenue & 
expense 
assumptions

• Review 
data/discuss 
FTES/FTEF 
allocations



PBC/CBC Standing Agenda Items

January

• Review & discuss 
Governor’s Budget 
Proposal

• Vote on Budget 
Development 
calendar & 
Proposed 
FTES/FTEF Targets 
& Allocations

February

• Review & revised 
revenue/expense 
assumptions based 
on the Governor’s 
proposed budget

• Review & discuss 
Q1 financial 
summary

• Review & discuss 
position control 
round 1

March

• Review & discuss 
entities’ proposed 
budgets

• Review & discuss 
position control 
round 2



PBC/CBC Standing Agenda Items

April

• Review & discuss Q2 
financial & 
FTES/FTEF 
summaries

May

• Review & discuss 
May Revised Budget 
proposal

• Review & discuss 
Draft Tentative 
Budget presentation

• Vote on Tentative 
Budget Presentation 
at Special PBC 
meeting

June

• No meeting 
scheduled in June



PBC/CBC Standing Agenda Items

July

• No meeting 
scheduled in July

August

• No meeting 
scheduled in 
August

September

• Review & discuss 
Draft Proposed 
Final Budget 
Presentation

• Vote on 
Proposed Final 
Budget 
Presentation at 
Special PBC 
meeting



Budget 
Development 
Documents 
For Review & 
Approval

Oct. –
Dec.

1st Revenue & 
Expense 

Assumptions 

Jan. –
Mar.

2nd Revenue & 
Expense 

Assumptions 

FTES & FTEF 
Allocation/Targets 
Recommendation

Apr. -
June

Tentative Budget 
Presentation

Tentative Budget 
Book w/multi-year 

projection

July –
Sept.

Final Budget 
Presentation

Final Budget Book 
w/5-year 
projection



Summary of Key Proposed Changes

Include definitive opportunities 
for college budget committees 
and academic senate to review 
and provide feedback regarding 
budget documents

Added three months to the 
budget timeline

Added special budget meetings 
for May & September

Specify the budget documents 
to be reviewed and voted on



QUESTION?
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Finance & Administration Overview 
for Chancellor Gilkerson
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Content Overview

Mission & 
Organizational 

Overview

Overview of FY23-24 
Budget

Financial & 
Enrollment Trend 

Analyses

Review of FY23-24 
Grant & Non-GF 

Resources
Key Financial 

Challenges
Budget Development 

Process & Timeline

FY24-25 Budget 
Development Drives

Review of Proposed 
Budget Reduction 

Strategies

Additional Data & 
Information
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Mission & Organizational 
Overview

Mission – The Finance & 
Administration Division seeks to 
advance and support the mission and 
objectives of the Peralta Community 
College District and its four colleges by 
providing quality and customer-
focused services in the areas of: 
Accounts Payable, Budget & Finance, 
Financial Aid, Internal Audit, Payroll, 
and Purchasing.
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FINANCE AND ADMINISTRATION OPERATIONS
Oversight for Accounting, Budget, Accounts Payable, Payroll, Financial Aid, Purchasing and 
special projects. 

Serve as partner on districtwide system efforts: 
1) To CTIO to support PeopleSoft enhancement projects related to finance, contracts, asset 

management, reporting, data integrity, & security access
2) To AVC of Ed Services to launch student support enhancements related to improving the student 

experience (financial aid and student account services)
3) To VC of Facilities to address internal challenges related to the vendor experience (contracts, 

payments, etc.) 

Current projects:
• District finance assessment of processes, best practices, and tools 
• Exploration of bond management tool to support improved monitoring and reporting of bond activities
• Budget development tool to support a more effective and transparent annual budget process
• Evaluate a more efficient AP repository to track, monitor, and process vendor invoices
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BUDGE T DEPARTMENT
Current responsibilities:
• Tentative & Adopted Budget Development
• Maintenance of Position Control 
• Review & Approve (F inance Module):

Budget Transfers/Journals 
Journal Entries
Travel Authorizations & Expense Reports
Purchase Requisitions

• Review & Approve (Human Capital Module):
e-Forms
Budget Change Requests

• Maintenance of Chart of Accounts 
• Conduct Trainings on Budgeting Process
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ACCOUNTS PAYABLE  DEPARTMENT
Current responsibilities:
• Review & process invoices for payment

Disbursement schedule: 
Regular Term - Tuesday & Thursday
Summer Term - Monday & Wednesday

• Process wire transfers 
• Review & process annual accruals
• Collaborate with departments to address outstanding invoices
• Conduct training on accounts payable area processes
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PAYROLL DEPARTMENT
Current projects:
• We work closely with the IT team and Oracle to develop advanced auditing 

reports and queries. Aim to minimize errors and discrepancies in various 
organizational processes.

• We are developing a comprehensive written procedure/manual for the 
payroll process to ensure clarity in roles, responsibilities, and workflow to 
minimize confusion.
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PAYROLL DEPARTMENT, cont.
Future goals:
• We are collaborating with the IT team to update the part-time faculty payroll process by 

implementing technology solutions to automate routine tasks and reduce manual work and 
errors.

• Implement technology for employees to update tax withholding and direct deposit forms via 
Employee Self-Service (E S S ).

Benefits:
o Enhances efficiency and accuracy in updating employee information and reduces manual 

workload. 
o Secures sensitive employee data, ensuring compliance with security standards.

• Implement cross-training initiatives among team members.

Benefits:
o Enhances team flexibility and adaptability.
o Mitigates the impact of workforce absences.
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PURCHASING SERVICES
The Purchasing Department procures goods and services  for the entire 
district via purchase orders and contracts for:

• Supplies, equipment and services, IT and non-IT
• Construction and facilities project related services (bond & other capital funded)
• Provides training opportunities on the proper process for purchase orders and on 

the contract management process.
• Advocates for small, local, business enterprise (S LBE/SE LBE )utilization through 

cross-functional teams, workshops, conferences, and meetings
• Engages with the vendor community about how to do business with the District
• Provide guidance to the District and non-district consultants on the planning, 

executing and awarding of contracts (Requests for Proposal (RFP), Requests for 
Qualifications (RFQ) or other outreach efforts to the vendor community at-large).  
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PURCHASING SERVICES, cont’d
Purchasing manages the online vendor management systems (Vendor 
Registry and Quality Bidders) to allow for: 
• Prequalification of vendors for bids and solicitations in accordance with 

Public Contract Code
• Marketing and promotion of District’s upcoming solicitations for goods 

and/or services
• Providing visibility to small, local and emerging business entities in the six-

city service area

Current projects:
• We are working closely with the IT and Oracle teams to develop advanced 

auditing reports and queries - aimed to minimize errors and discrepancies 
in various organizational processes.

• We are developing a comprehensive written procedure/manual for the 
purchasing process to ensure clarity in roles, responsibilities, and workflow 
to minimize confusion.
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PURCHASING SERVICES, cont’d

The Purchasing Department includes the District Warehouse which 
serves as :
• The delivery point for goods, staging of and storage for equipment and 

temporary storage for items destined for the campuses.  
• Asset Management for IT and non-IT goods with values over $500.00
• Responsible for the disposal of surplus, obsolete, and scraped IT and non-

IT goods.  
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INTERNAL AUDIT
Engagements Internal Audit has been ass igned:
1. Ass ist district finance management with documenting standard operating procedures  (SOP). 

Objectives of the ass ignment includes :
• Understanding the processes and internal controls. Assess risk, control strength, and control weakness utilizing a control 

framework.
• Analyze the obstacles and strengths which affect the ability to achieve the key business objectives.

• Develop tools to assist management in developing SOPs.

• Provide recommendations/suggestions to improve the design of internal controls.

2. Ass ist External Auditors with the coordination of the fiscal year-end annual audit.
• Attend various audit meetings including entrance conferences, status meetings, and exit conferences.
• Facilitate and communicate requests for information between the external auditors and PCCD staff.
• Provide audit status updates to management.

3. Follow-up on audit findings
4. Keep abreast of changes to profess ional and industry standards.
5. Coordinate district-wide finance training efforts
6. Special projects upon request.



Copyright © Peralta Community College District. All Rights Reserved.

INTERNAL AUDIT, cont’d
Accomplishments
1. Publication of draft SOPs - Finance and Administration (peralta.edu) [Fiscal Resources/Standard Operating Procedures]

• Bank Reconciliation - Financial Institution
• Creating/Deactivating Accounting Strings
• G5 Drawdown
• Petty Cash
• SOPs in progress [Management Review]

• Managing Returned Unclaimed Title IV Funds
• Title IV Aid Authorization, Disbursement and Refund Processing Procedures
• Appendix A - Distribution, Returns, Awards SFA
• Creating Bank Mobile Cards
• Peralta Bank Accounts
• Load Banking [Drafting]

2. Coordination efforts in the completion of the FY23 Annual Audit in a timely manner. External Auditor presented:
• FY23 financial audit report and results to the Board of Trustees
• Status updates to the Expanded Chancellor's Cabinet and Participatory Governance Committee

3. Financial Aid Assessment [90% Complete] 
• Scope: Review of four documented procedures provided by the Director of Student Financial Aid

4. Professional Organization Participation
• 2022-24 Community College Internal Auditor Board Secretary
• Active member of the Institute of Internal Auditors

5. Coordination of district-wide finance hyflex training during Spring 2023 (4 session)

https://www.peralta.edu/finance/training-materials
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District Financial Aid



Copyright © Peralta Community College District. All Rights Reserved.

Financial Aid Key Metrics  by College (*per 2022-2023 MIS data on DataMart and 
**FAFSA Data Center)

College FA Staffing Headcount* FAFSA’s 
Received**

CCPG’s* Pell Grants*

College of 
Alameda

6 FT staff. FA Director vacant
(in recruitment).

9,495 6,981 5,244 844

Berkeley City 
College

6.75 FT staff. Interim FA 
Officer (permanent FA Officer 
working at interim FA Director 
at Merritt).

10,466 7,010 4,378 1,074

Laney College 11 FT staff. FA Officer serving
as Acting Dean 50%, FA 
Director vacant (in 
recruitment), 1 FA Specialist 
on leave and 1 Student 
Employment position on 
hold/frozen. 

15,786 12,490 8,121 2,048

Merritt
College

8 FT staff. 1 vacant FA 
Specialist (working as interim 
FA Officer at BCC) and
interim FA Director (in 
recruitment)

11,035 6,608 5,215 902

District 2 FT staff. 1 FA Tech Analyst 
position frozen/hold. 

N/A N/A N/A N/A
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Key Issues and Challenges
• 2023 annual audit repeat findings (returning federal funds and 

internal controls).

• DOE program review with 15 findings; awaiting final program 
review report. Program review announcement started 9/14/22.  
District documents on SharePoint site.

• CSAC audit (Laney) and 4 findings. 

• Fill vacant FA positions across  district, most notably vacant FA 
director positions.

• Improving operational efficiency
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Key Accomplishments

• Created new business processes and procedures  (e.g. R2T4, disbursement 
process ing, reconciliation and returned funds).

• Provide weekly training to FA staff since September 2022 and increased 
collaboration across the District.

• Implemented new functionality in Campus Solutions (e.g. batch packaging, 
SAP, R2T4, disbursement processing and Pell Grant recalculation).

• Drop from 4 repeat audit findings in 2022 to 2 in 2023.
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Key Recommendations for Improving FA Operations Across District 
and Reducing Audit Findings
• Fill vacant FA positions at District (2nd FA tech analyst) and colleges (FA 

Directors)

• Extend Huron contract for 2024-2025 fiscal year 

• Reorganize FA operations 
- PHASE 1 – A) Move Federal ISIR, COD and Transfer Monitoring data 

processing to District financial aid staff by implementing TD Client (in 
process) and B) Move Cal Grant data processing to District (FA Tech 
Analysts to do). 

- PHASE 2 – A) Move (2) FA Specialists from colleges to District to perform 
R2T4 calculations and overpayments (FA Specialist #1), Title IV and Cal 
Grant and SEOG reconciliations and the return of funds from 
BankMobile (FA Specialist #2). Will assess if other functions are better 
managed at the District. FA Specialists most likely to be moved from 
Merritt and Laney College. May need to determine if a reclassification is 
in order.
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FY23-24 
Adopted 

Budget
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Budgeting Principles & Values

o Resource Allocation Model Budget 
Philosophy & Values (Fair, Equitable & 
Transparent)

o Reductions should be as far away from the 
classroom as possible, 

o Values, i.e.,  equity-not disproportionate 
harm to any one group or entity; no single 
site/department/division should bear the 
brunt of the reduction

o 50% law implications
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State Budget Act Highlights

• Budget reflects an estimated deficit of $31.5B
• Higher Education budgets continue to be shaped 

by the Roadmap
• SCFF funding adjustment of $798M
• Limited one-time funding provided
• Reduced FY23 funding for Deferred 

Maintenance/Instructional Equipment (DMIE) by 
$494.3M

chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https:/dof.ca.gov/wp-content/uploads/sites/352/Programs/Education/CCC-Roadmap-May-2022.pdf
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State Budget 
Act Allocation 
Adjustments 
& PCCD 
Allocations
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General 
Assumptions

1. The 2023/24 General Fund Unrestricted Reserve Fund 
Balance is projected to be approximately $25.6M 
representing 15.54% of CY expense budget, exceeding the 
current Board policy of maintaining at least a 10% reserve 
level and meets the new policy setting the reserve level to 
two months of CY operating costs or revenues.  

2. GF  Revenue allocation to the colleges based on the 3-year 
FTE S  average; while the development of expenditure 
budgets have been informed by college and district plans 
and our participatory governance process. 

3. The expense budget total must be less than or equal to the 
projected revenue budget amount.

4. The projected revenues are based on the Final FY23-24 
Budget Act signed by the Governor on July 10th. 

General Budget 
Assumptions
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Highlights of PCCD Revenues Per FY23-24 Budget 
Act

Total Computational Revenues (TCR) estimated to decrease from 
$147.24M to $144.27M, estimated total GF Unrestricted Revenues -
$164.72M

A net loss of $6.77M in one-time deferred maintenance funds 
allocated in the FY22-23 Budget Act; but enhanced flexibility with 
PPIS, Covid-19 Block Grant and Retention & Enrollment allocations
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Key FY24 Revenue Assumptions 

1. Funded Enrollment: 3 Year Average (FTES) of 15,524 based on the approved 
Emergency Condition Allowance (ECA) and Max Total Computational Revenue 
(TCR) determined by the Hold Harmless calculation, but adjusted based on the 
CCCCO deficit factor of 2.0969%

2. Statutory Cost of Living Adjustment (COLA) from Governor’s signed Budget Act of 
8.22%, The Governor is using one-time funds for this ongoing cost.

3. Unrestricted lottery estimated at $228.00 per FTES, approximately $2.7M for 
PCCD

4. Parcel Tax – Measure E is estimated to be $8M.
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Key FY24 Expense Assumptions
1. Step and column salary increases are included: estimated at $0.8M,

2. Salaries increased by COLA of 2% (based on position control data, pending labor 
negotiations [7%]), 

3. Include reductions in salaries for frozen positions to achieve a balanced budget,

4. PT Faculty costs increased because of 40 FTE F  for Dual enrollment @ $41K/FTE F  
added,

5. Benefits costs based on estimates using new SISC rates,

6. Maintain Fund Balance at 2-months operating expenses level, 

7. Bad debt payment - $2.0M,

8. Contingency Reserve - $0.5M,
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Expenditure Assumptions (Continued)

9. Other Outgoes - $1.85M
a. Property Insurance - $400K
b. DSPS  - $1.2M
c. Post Retiree contribution - $250K,

10. OPE B payroll charge 7.50% approximately $6.7M,

11. Contribute $120K for Faculty Professional Development,

12. The total budgeted amount for bond debt service, fees, and interest rate swaps is $16.5M 
($6.7M, fund reserve 69 and $9.8M, fund 94),

13. Any restricted funding cuts or cost increases must be borne by the respective program.
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PCCD
 FY24 TCR Calculation

$144,274,222
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All Fund Sum
m

ary
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Unrestricted General Fund By Location
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• The need to increase expense budget items related to the 
increase in COLA from 2% to 7% in accordance with labor 
agreements.

• The need to make associated budget reductions to maintain a 
balanced budget & preserve our required reserve balance.
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Impact of Increase in COLA of 2% to 7%
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Proposed 
Budget 
Reduction 
Measures
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Distribution of 
Position 
Reductions 
by Employee 
Group
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Revised 
FY23-24 
General 
Fund 
Budget
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FY24 Revised Assumptions

1. No changes in revenue assumptions
2. Three key new and/or revised expense assumptions made: 

• FY23-24 salaries & benefits budget lines include a 7% COLA and 
corresponding budget reductions in frozen positions amounting to 
$4.7 M and a total of $9.2 M from all frozen positions this year.

• FY24-25 salaries & benefits budget lines include a 3% COLA and 1% 
other increases (PERS, STRS, and Step and Column). Also, one-time 
reductions from FY23-24 to offset COLA increase is not included in 
the multi-year projection at this time nor the salary & benefit 
savings from 2-months of vacant positions (Est. $3.46 million).

• The beginning Fund Balance for FY 2023-24 is the Unaudited Actuals 
Ending Fund Balance for FY 2022-23 (Maintaining two months of 
Operating Expenses Reserve). Also reflects one-time reductions to 
meet the increased expenses related to the 7% COLA for FY 2023-24.
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Revised FY 23-24 Unrestricted General Fund By 
Location 
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FY24 Q2 Financial Summary
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FY24 Q2 
Financial 
Summary
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FY24 Q2 Financial Summary
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FY24 Q2 Financial Summary
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Financial & 
Enrollment 
Trend 
Analyses
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FTES Trend Analysis
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Revenue & Expense Trend Analysis
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Rev.-Exp. Projection – Gov. FY25 Budget Proposal

• End HH in 24/25

• Set TCR floor to 24/25 level

• No future TCR COLA increases  
beyond FY24/25

• COLA (22/23) – 6.56% 

• Est. COLA (23/24) – 8.22%

• Est. COLA (24/25) – 0. 76%

• Est. SCFF Metrics  – N/C except 
for rates

• Expense projection escalation –
4%
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General 
Fund 
Ending 
Balance by 
Location 
Analysis

PT Faculty over 
spending

College over-spending has 
been an issue

District has covered college 
overspending until FY23



Copyright © 2022 Peralta Community College District. All Rights Reserved.50



Copyright © 2022 Peralta Community College District. All Rights Reserved.51



Copyright © 2022 Peralta Community College District. All Rights Reserved.52



Copyright © 2022 Peralta Community College District. All Rights Reserved.53



Copyright © 2022 Peralta Community College District. All Rights Reserved.54



Copyright © 2022 Peralta Community College District. All Rights Reserved.55

Grant & Non-General Fund Resources
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All Fund Sum
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Grant & 
Categoric
al Funds
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Key Financial Challenges
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PCCD Fiscal Challenges
• Projected General Fund expenses (Drivers - OPEB Bond payment, Bad debt, 

Property Ins., DSPS, PRS/STRS, step/column, health benefits) exceed 
projected revenues;

• High operating costs relative to its general fund revenues; 
• Repeat Financial Aid audit findings;
• Changes in provisions of the Student-Centered Funding Formula (End of Hold 

Harmless & Pandemic Emergency Condition Allowance and a new funding 
floor)

• State apportionment funded above our earned enrollment (FTES) [15,524 vs. 
~13,660];
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PCCD Fiscal Challenges

• College’s propensity to deficit spend; 
• Under reporting of SCFF supplemental data;
• Multiple years of limited revenue growth due 

Max TCR determined by the Funding floor not 
SCFF related to slower than needed 
enrollment growth;

• Under charging for facility rentals;
• Large amount of accumulated student debt;
• OPEB bond payments impact on the GF 

operating budget.
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Budget 
Development 
Process & 
Timeline



Budget Development Process & Timeline



PCCD Budget Entities

District Office

District-wide Services

BCC COA

Merritt

Laney



Current Budget Approval Process

District 
Finance

Planning & 
Budget Council

Participatory 
Governance 

Council 

Chancellor & 
Cabinet

Board of 
Trustees



Current Budget Development Calendar Detail

https://6398505.fs1.hubspotusercontent-na1.net/hubfs/6398505/2023-24%20Tentative%20Budget%20Book-1.pdf

FY23/24 Budget Development Calendar – Pg. 12

https://6398505.fs1.hubspotusercontent-na1.net/hubfs/6398505/2023-24%20Tentative%20Budget%20Book-1.pdf
https://6398505.fs1.hubspotusercontent-na1.net/hubfs/6398505/2023-24%20Tentative%20Budget%20Book-1.pdf


Key Issues & Concerns

Quality of participatory governance committees (PGCs) involvement in budget 
development due to time constraints

Lack of clarity regarding the documents that should be reviewed & voted on by 
the PGCs

Alignment between state budget timeline and PGCs/BOT meeting schedules 
(e.g., no meetings during critical summer months)

Lack of agreement regarding amount of time needed by the PGCs to review and 
provide feedback on budget documents ahead of committee votes



Proposed Budget Review & Approval Process

District 
Finance

Planning & Budget 
Council

(College Budget Committees (CBC) 
& District Academic Senate (DAS))

Participatory 
Governance 

Council 

Chancellor & 
Cabinet

Board of 
Trustees



Participatory Governance Approval Schedule

PBC &CBC

Budget 
Assumptions 

(Dec.)

FTES/FTEF Target 
& Allocation 

(Jan.)

Tentative Budget 
Presentation 

(May) 

Final Budget 
Presentation 

(Aug.)

DAS

FTES/FTEF Target 
& Allocation 

(Dec.)

Tentative Budget 
Presentation 

(May) 

Final Budget 
Presentation 

(Aug.)

PGC

Tentative Budget 
Presentation 

(June) 

Final Budget 
Presentation 

(Aug.)



Budget Development Calendar High-level Summary

Oct. – Dec.

• Prepare budget development materials for new Fiscal Year
• Review and analyze relevant data to make early revenue/expense assumptions with consultation from 

budget committees 

Jan.-Mar.

• Review, analyze, and develop tentative budget assumptions based on Governor’s Jan. Budget Proposal
• Obtain feedback on position control, budget assumptions, FTES/FTEF targets

Apr.-June

• Obtain second round feedback on position control, get input on discretionary GF and Restricted Funds 
budgets, as well as final FTES Target/FTEF allocation

• Review/Analyze May Revised; get Tentative budget approved by BOT

July-Sept.

• Review/Analyze Final Budget Act; provide Adopted budget for review and input; get Adopted budget 
approved by BOT



PBC/CBC Standing Agenda Items

October

• Review 
data/discuss 
expense 
assumptions

• Review 
data/discuss 
revenue 
assumptions

November

• Review 
data/discuss 
expense 
assumptions

• Review 
data/discuss 
revenue 
assumptions

December

• Vote on 
revenue & 
expense 
assumptions

• Review 
data/discuss 
FTES/FTEF 
allocations



PBC/CBC Standing Agenda Items

January

• Review & discuss 
Governor’s Budget 
Proposal

• Vote on Budget 
Development 
calendar & 
Proposed 
FTES/FTEF Targets 
& Allocations

February

• Review & revised 
revenue/expense 
assumptions based 
on the Governor’s 
proposed budget

• Review & discuss 
Q1 financial 
summary

• Review & discuss 
position control 
round 1

March

• Review & discuss 
entities’ proposed 
budgets

• Review & discuss 
position control 
round 2



PBC/CBC Standing Agenda Items

April

• Review & discuss Q2 
financial & 
FTES/FTEF 
summaries

May

• Review & discuss 
May Revised Budget 
proposal

• Review & discuss 
Draft Tentative 
Budget presentation

• Vote on Tentative 
Budget Presentation 
at Special PBC 
meeting

June

• No meeting 
scheduled in June



PBC/CBC Standing Agenda Items

July

• No meeting 
scheduled in July

August

• No meeting 
scheduled in 
August

September

• Review & discuss 
Draft Proposed 
Final Budget 
Presentation

• Vote on 
Proposed Final 
Budget 
Presentation at 
Special PBC 
meeting



Budget 
Development 
Documents 
For Review & 
Approval

Oct. –
Dec.

1st Revenue & 
Expense 

Assumptions 

Jan. –
Mar.

2nd Revenue & 
Expense 

Assumptions 

FTES & FTEF 
Allocation/Targets 
Recommendation

Apr. -
June

Tentative Budget 
Presentation

Tentative Budget 
Book w/multi-year 

projection

July –
Sept.

Final Budget 
Presentation

Final Budget Book 
w/5-year 
projection



Summary of Key Proposed Changes

Include definitive opportunities 
for college budget committees 
and academic senate to review 
and provide feedback regarding 
budget documents

Added three months to the 
budget timeline

Added special budget meetings 
for May & September

Specify the budget documents 
to be reviewed and voted on
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FY 2024 – 2025 Budget Drivers
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FY24-25 Budget Drivers
• Commitment to increase FTEF Allocation for AY 24-25 

from 920 to 925 FTEF, and  Dual Enrollment Allocation 
from 40 FTEF to 50 FTEF which results a cost ~$665K that 
would need to be made up elsewhere in the budget

• Governor’s Proposed COLA - .76% (increases PCCD 
General Fund Revenues by approx. $1.12M)

• Salary COLA has to be .85% of State COLA currently at 
.76% (.646%) {$900K}

• Need to cover FY24 budget reductions from one-time 
sources ($1.46M)
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FY24-25 Budget Related Matters to be Addressed 

• Implementation of components of the 
Resource Allocation Model

• OPEB Liability strategy and payments
• Utility Cost increases
• Legal Cost increases
• Cost reduction & revenue generating 

strategies to be implemented in FY25

7
9
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Revenue 
Diversification 
& Expense 
Reduction 
Strategies
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Brainstorming Ideas



Copyright © 2022 Peralta Community College District. All Rights Reserved.

Brainstorming Ideas
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Brainstorming Ideas
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Additional Data & Information



Student Centered 
Funding Formula 
Overview
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Student-Centered Funding Formula (SCFF)
• Hold harmless – Total Computational 

Revenue (TCR) will be >= FY17/18 TCR 

adjust for budgeted COLA but ends in 

24/25

• Max TCR – Highest TCR among three 

different TCR calculations: 1) SCFF; 2) 

Stability (PY TCR*(1+ CY COLA)) & 3) 

Hold harmless (FY17/18 TCR adjusted 

by budgeted COLA)   
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Funding Protections
Hold Harmless (ECS 
84750.4(h))

Districts receive no less than their 2017-18 TCR plus applicable cumulative annual cost of living 
adjustments through 2024-25. 

The 2022 Budget Act extends the Hold Harmless protection in a modified form. Starting in 2025-26, the 
Hold Harmless provision will no longer reflect cumulative COLAs over time. A district’s 2024-25 TCR will 
represent its new “funding floor”, below which it cannot drop.

Stability Protection (ECS 
84750.4(g)(4)(A))

Commencing in 2020-21 declines in the SCFF TCR (excluding the hold harmless) are applicable in the 
year after the decline and includes any applicable COLA.  This protection is similar to the former FTES 
stability protection provided under SB 361, however is based on total SCFF TCR.   

FTES Restoration protection Ability to restore FTES that have declined in the previous 3 years.  This protection is converted to a 
funding amount to provide flexibility.  

Basic Allocation Protection
Declines in college and center Basic Allocation Tiers are effective 3 years after the initial decline.  
Increases or new colleges or centers are eligible for funding in the year following the increase or 
establishment.

Emergency Conditions 
Allowances (Title 5 58146)

Emergency conditions protection from apportionment declines due to a variety of factors including 
natural disasters and pandemic.

88
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TCR, Revenue Sources, Available Revenue Exhibit C only published at P1, P2, and R1

All numbers reflect the estimates as of the Advance, July 
2022
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TCR, Revenue Sources, Available Revenue Exhibit C only published at P1, P2, and R1

All numbers reflect the estimates as of the Advance, July 
2022
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TCR, Revenue Sources, Available Revenue Exhibit C only published at P1, P2, and R1

All numbers reflect the estimates as of the Advance, July 
2022



Basic Allocation (70%)

92

Basic Allocation + FTES Allocation = BASE ALLOCATION 

All numbers reflect the estimates as of the Advance, July 
2022



93Contra Costa CCD

All numbers reflect the estimates as of the Advance, July 
2022

All numbers reflect the estimates as of the Advance, July 
2022



Supplemental Allocation (20%)

94

All numbers reflect the estimates as of the Advance, July 
2022



Student Success (10%)

95

All numbers reflect the estimates as of the Advance, July 
2022



50% Law slide 1 of 2

CEO of the 23 Multi College Districts 
draft response to State Audit Request to 
the Joint Legislative Audit Committee 
(JLAC)  Hearing: June 26, 2023



50% Law slide 2 of 2

Solution: Modify the 50% Law to include 
counselors, librarians, faculty release 
time, and & adaptive support in the 
calculation/
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RAM PRINCIPLES
• These are the guiding principles that were developed for the new allocation model.
• Recognize the District as the fiscal entity while honoring the unique legacy and culture 

of each institution
• The RAM will be fair, equitable, and transparent.

• Fair - resource allocation decisions will be informed by objective, predictable, 
verifiable, and easily  accessible data and will be made in an impartial and 
consistent manner.

• Equitable - resources will be distributed in a manner that adequately supports 
the full array of  programs offered at each college while ensuring compliance 
with statutory and regulatory  requirements; efficient and strategic use of 
resources is expected, and inefficiencies will not be  subsidized or supported.

• Transparent - resource allocation decisions will be made  in an open and 
consultative manner with  representative stakeholder groups and that it is simple, 
easy to administer, and communicate as  possible.

• The goals and priorities for student success, equity, and access as articulated in the 
educational  master/strategic plan of each college and the district office will align 
with the goals included in the district  strategic plan and strategic vision plan adopted 
by the California Community Colleges Board of Governors,  including benchmarks 
and actions for measuring progress, and the Resourcet Allocation Model will align  
accordingly.

• The RAM will provide operational cost predictability and stability to support 
college and District office  strategic goals and objectives. The operational 
structural balance will be maintained by ensuring that ongoing expenditures do 
not exceed  ongoing revenues resulting in a positive fund balance.

98
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Helpful Links

Budget Related Resources & Information https://www.peralta.edu/finance/budget-resources
- 2024-25 Governor’s Budget Proposal Presentation 
- 2024 Joint Analysis Governor’s Budget
- 2024-25 Overview Governor’s Budget
- Riverside CCD Final Budget

Training Materials https://www.peralta.edu/finance/training-materials

Association of Chief Business Officers (ACBO) https://www.acbo.org

Community College League of California https://ccleague.org/

https://www.peralta.edu/finance/budget-resources
https://www.peralta.edu/finance/training-materials
https://www.acbo.org/
https://ccleague.org/
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Thank You!
Questions?

@PeraltaColleges@PeraltaColleges @peraltacolleges

Reach out to us at info@Peralta.edu

mailto:info@Peralta.edu
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Executive Summary

Why Do Budget Problem Estimates Differ? A budget problem is inherently a point-in-time 
estimate that reflects information available at the time of development, forecasts of future 
revenues and spending, and assumptions about the extent to which changes in costs are due to 
current policy (that is, whether or not they are “baseline changes”). When changes in costs do not 
occur automatically under current policy, we count them as budget solutions or augmentations. 
We take this approach in order to provide the Legislature visibility into the full scope of the 
administration’s choices.

What Is Our Estimate of the Budget Problem Under the Governor’s Budget? We estimate 
the administration solved a budget problem of $58 billion. Our estimate of the Governor’s 
budget deficit is larger than the administration’s estimate ($38 billion) largely due to differences 
in what we consider to be baseline changes. The largest of these changes impacts schools and 
community colleges. Specifically, the administration defines a $15 billion reduction to school and 
community college spending—relative to the enacted level in 2023—as a baseline change.

How Does the Governor Propose to Solve the Budget Problem? The Governor’s budget 
solutions focus on spending. Spending-related solutions (including both school and community 
college spending and other spending) total $41 billion and represent nearly three-quarters of the 
total solutions. In addition, the Governor’s budget includes $13 billion in reserve withdrawals, 
which represent nearly one-quarter of the total; $4 billion in cost shifts; and about $400 million in 
revenue-related solutions.

Assessing the Governor’s Approach. The Governor’s budget revenue projection is $15 billion 
higher than our Fiscal Outlook. This revenue estimate is plausible, but optimistic. On the 
spending side, there are strengths and weaknesses to the Governor’s approach. In particular, 
the Governor’s reserve withdrawal is reasonable, and we think focusing on spending-related 
solutions is warranted. However, some significant spending-related solutions pose challenges. 
The budget lacks a plan for implementing proposed reductions to schools and community 
colleges, and some other solutions are unlikely to yield the anticipated savings. Further, the state 
faces significant deficits in the coming years, likely necessitating difficult decisions in the future, 
such as reductions to core services and/or revenue increases.

Crafting the Legislature’s Budget. Overall, the Governor’s budget runs the risk of 
understating the degree of fiscal pressure facing the state in the future. The Legislature likely will 
face more difficult choices next year. To mitigate these challenges, we recommend the Legislature 
develop this year’s budget with a focus on future years. Specifically, we suggest the Legislature: 
(1) plan for lower revenues, (2) maintain a similar reserve withdrawal, (3) develop a plan for school 
and community college funding, (4) maximize reductions in one-time spending, and (5) apply a 
higher bar for any discretionary proposals and contain ongoing service level.
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INTRODUCTION

On January 10, 2024, Governor Newsom 
presented his proposed state budget to the 
California Legislature. In this report, we provide 
a brief summary of the Governor’s budget based 

on our initial review as of January 12. In the 
coming weeks, we will analyze the plan in more 
detail and release many additional issue-specific 
budget analyses.

WHAT IS THE BUDGET PROBLEM?

A budget problem—also called a deficit—
arises when resources for the upcoming budget 
are insufficient to cover the costs of currently 
authorized services. In the Governor’s budget, 
the administration estimated that the state faces 
a budget problem of $38 billion. In December, our 
office pegged the budget problem at $68 billion. 
The difference between these estimates is narrower 
than these topline numbers might suggest. 

A budget problem is inherently a point-in-time 
estimate that reflects information available at the 
time of development, forecasts of future revenues 
and spending, and assumptions about the extent 
to which changes in costs are due to current policy 
(that is, whether or not they are “baseline changes”). 
When changes in costs do not occur automatically 
under current policy, we count them as budget 
solutions or augmentations. We take this approach 
in order to provide the Legislature visibility into 
the full scope of the administration’s choices. 
This section walks through the sources of our 
differences with the administration and how those 
differences impact the budget problem estimate. 

We Estimate the Administration Solved 
a Larger Budget Problem—$58 Billion. 
While the Governor cited a budget problem of 
$38 billion, we estimate the administration solved 
a budget problem of $58 billion. Our estimate of 
the Governor’s budget deficit is larger than the 
administration’s largely due to differences in what 
we consider to be baseline changes. As the left side 
of Figure 1 on the next page shows, we estimate 
the administration counts about $21 billion in 
budget solutions as baseline changes. The largest 
of these changes impacts schools and community 
colleges. Specifically, the administration defines 
a $15 billion reduction to school and community 

college spending—relative to the enacted level in 
2023—as a baseline change. As we explained in 
our report The 2024-25 Budget: California’s Fiscal 
Outlook, these adjustments would not be automatic 
under current law—they would require proactive 
choices by the Legislature—and therefore we 
count them as policy choices. Similarly, across the 
rest of the budget, we estimate the administration 
scores about $5 billion in other budget solutions 
as baseline changes. This includes, for example, 
$1.6 billion in spending delays for competitive 
transit grant funds, a change in the General 
Child Care budgeting methodology that results 
in nearly $900 million in savings over the budget 
window, and a change in the distribution of funds 
in the school facilities program that delays nearly 
$700 million in spending until after 2024-25. 
If these actions were all counted as policy choices, 
rather than baseline changes, the resulting budget 
problem would be $58 billion.

We Estimate the Net Difference Between 
LAO and Administration Budget Problems Is 
About $10 Billion. The right side of Figure 1 shows 
the differences between our estimate of the 
administration’s budget problem versus our own 
December 2023 estimate. The key difference 
here is related to our offices’ respective revenue 
forecasts—the Governor’s are about $15 billion 
higher. Offsetting these higher revenues are 
some other changes. For example, the Governor 
sets aside $3.4 billion for unexpected costs and 
proposes over $2 billion in new discretionary 
proposals. Both of these choices make the budget 
problem larger and necessitate additional budget 
solutions by these amounts. (We will provide tables 
of all of the Governor’s proposed solutions and 
discretionary actions in forthcoming Appendices.)

https://www.lao.ca.gov/Publications/Report/4819
https://www.lao.ca.gov/Publications/Report/4819
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HOW DOES THE GOVERNOR 
PROPOSE ADDRESSING THE BUDGET PROBLEM?

Figure 2 summarizes the budget solutions 
that this section describes in detail. The 
Governor’s budget solutions focus on spending. 
Spending-related solutions (including both school 
and community college spending and other 
spending) total $41 billion and represent nearly 
three-quarters of the total solutions. In addition, the 
Governor’s budget includes $13 billion in reserve 
withdrawals, which represent nearly one-quarter 
of the total; $4 billion in cost shifts; and about 
$400 million in revenue-related solutions.

Spending-Related Solutions
The Governor’s budget includes $26 billion 

in spending-related budget solutions (excluding 
schools and community colleges). These solutions 
can be categorized into four types: reductions, 
delays, fund shifts, and reversions. Nearly all of the 

Governor’s spending-related solutions are one-time 
and temporary, rather than ongoing. The remainder 
of this section describes each of these types in turn.

Reductions. Under our definition, a spending 
reduction occurs when the Governor proposes 
the state spend less money than what has 
been established under current law or policy. 
More colloquially, these are spending cuts. 
The Governor’s budget includes over $8 billion 
in spending-related reductions. The largest 
include: a nearly $800 million reduction to state 
departments’ operation budgets, proposed to be 
allocated through departments’ vacancy rates; 
about $500 million in savings to continue an 
existing two-week delay in Medi-Cal payments; a 
$500 million reduction to the school facilities aid 
program; and a $350 million reduction to legislative 
district projects.

SFEU = Special Fund for Economic Uncertainties.

Figure 1
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Delays. We define a delay as an expenditure 
reduction that occurs in the budget window 
(2022-23 through 2024-25), but has an associated 
expenditure increase in a future year of the 
multiyear window (2025-26 through 2027-28). 
That is, the Governor proposes moving the 
spending to a future year. About $8 billion of the 
Governor’s spending-related solutions are delays. 
As a result, proposed spending is higher by 
$5 billion in 2025-26, nearly $2 billion in 2026-27, 
and roughly $1 billion in 2027-28. Given our and the 
administration’s forecasts of the budget condition 
in future years, the state likely cannot afford 
this spending. Although these delayed amounts 
would be subject to future budget conditions 
and legislative decisions, some delays create 
a relatively strong obligation or expectation on 
the state. For example, the Governor proposes 
reverting and delaying provision of about $2.7 billion 
in previously appropriated funding that already 
has been committed for specific state and local 
transportation projects. Because state departments 

and local agencies will already be well underway 
in planning, financing, and beginning to implement 
these projects, not providing this funding in future 
years would cause disruptions.

Fund Shifts. Fund shifts are budget solutions 
that use other fund sources—for example, special 
funds—to pay for a cost typically incurred by the 
General Fund. These shifts displace spending 
that these special funds otherwise would have 
supported. As a result, we consider these to be 
a type of spending-related solution because they 
typically result in lower overall state spending, 
inclusive of all funds. We estimate the Governor’s 
budget includes $6 billion in fund shifts. This 
includes: using nearly $4 billion in revenue from the 
managed care organization tax to offset General 
Fund costs in Medi-Cal and shifting $1.8 billion in 
costs for multiple programs from the General Fund 
to the Greenhouse Gas Reduction Fund. 

Reversions. Costs for state programs 
sometimes come in lower than the amount that was 
appropriated. This often occurs, for example, when 

Figure 2
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the state overestimates uptake in a new program 
or as a routine matter in programs where spending 
is uncertain due to factors like caseload. When 
actual state costs are below budgeted amounts, a 
reversion occurs after a period of time—typically, 
three years. The reversion returns the unspent 
funds to the General Fund. In this year’s budget, the 
Governor proposes accelerating some reversions 
that would have otherwise occurred in the future 
and proposes proactively reverting certain funds 
that otherwise are continuously appropriated (which 
has the effect of realizing savings from the unspent 
funds that would not otherwise occur). While not all 
of these amounts represent lower state spending 
over the long term, they do result in savings 
today at a cost in the future. As a result, we count 
them as spending-related solutions. We estimate 
the proposed budget includes about $3 billion 
in reversions.

School and  
Community College Spending 

$15 Billion in Lower Spending on Schools and 
Community Colleges. The California Constitution 
sets a minimum annual funding requirement for 
schools and community colleges (otherwise known 
as Proposition 98 [1988]). The state meets this 
requirement through a combination of General Fund 
spending and local property tax revenue. Due to 
the large decline in General Fund revenues, the 
constitutionally required General Fund spending 
level is down $15.2 billion relative to the estimates in 
the June budget. The Governor proposes to reduce 
school and community college spending to this 
lower level (we describe the specific reductions in 
the next section).

Reserve Withdrawals
Budget Stabilization Account. Proposition 2 

(2014) governs deposits into and withdrawals from 
the state’s general-purpose constitutional reserve—
the Budget Stabilization Account (BSA). Under 
these rules, the state can make withdrawals from 
the constitutionally required balance of the BSA in 
a fiscal emergency, which occurs when estimated 
resources for the upcoming year are insufficient 
to cover the costs of the previous three enacted 
budgets, adjusted for inflation and population. 

Although the Governor has not officially declared a 
budget emergency for 2024-25 (or any other year in 
the budget window), we agree that the conditions 
for a declaration exist. After a budget emergency is 
declared, the state can withdraw up to half of the 
constitutional balance of the BSA. (The Legislature 
also can withdraw the entire “discretionary” balance 
of the BSA at any time, which are amounts that 
were deposited into the fund on top of Proposition 2 
requirements.) The Governor proposes withdrawing 
half of the BSA’s constitutional balance, $10.2 billion, 
and the entire discretionary balance, $1.8 billion.

Safety Net Reserve. The Governor also 
proposes withdrawing the entire balance of the 
Safety Net Reserve—$900 million. Withdrawing 
the entire balance of the Safety Net Reserve may 
not be consistent with legislative intent. The Safety 
Net Reserve was designed to help cover costs 
of increasing caseload in Medi-Cal and the 
California Work Opportunity and Responsibility 
to Kids (CalWORKs) program in the event of an 
economic downturn. Although caseloads under 
the Governor’s budget are higher than anticipated 
in June, economic conditions likely do not yet 
match what the Legislature envisioned when it 
created the reserve. Moreover, the administration 
proposes ongoing reductions to CalWORKs despite 
withdrawing these reserves. Withdrawing the 
entirety of this reserve may not be consistent with its 
original design. 

Cost Shifts
The Governor’s budget includes about $4 billion 

in cost shifts. We define cost shifts as budget 
actions that achieve savings in the present, but 
result in a binding obligation or higher cost for the 
state in a future year. In that way, these actions 
can be similar to borrowing, but are often not 
explicitly structured as such. For example, major 
categories of cost shifts in the Governor’s budget 
include proposals to: defer one month of state 
employee payroll from June to July, which results in 
$1.6 billion in one-time savings; redirect a $1.3 billion 
supplemental pension payment made under the 
requirements of Proposition 2 for actuarially required 
contributions to the California Public Employee 
Retirement System, and $1.2 billion in special 
fund loans. 
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Revenue-Related Solutions
We estimate the Governor’s budget includes 

about $400 million in revenue-related solutions. 
For example, the Governor proposes narrowing 

businesses’ ability to reduce their tax bill by 
counting previous losses against their current 
income. This would generate about $300 million in 
additional revenue in 2024-25. 

BUDGET CONDITION

In this section, we describe the 
overall condition of the General 
Fund budget after accounting for 
the Governor’s budget proposals 
and solutions. We also describe 
the condition of the school and 
community college budget.

General Fund Budget
Figure 3 shows the General 

Fund condition based on the 
Governor’s proposals and using 
the administration’s estimates 
and assumptions. 

Under Governor’s Budget, 
Reserves Would Total $14.5 Billion 
by End of 2024-25. Under the 
Governor’s budget, general purpose 
reserves would total $14.5 billion by 
the end of 2024-25. (In addition, the 
state would have $3.9 billion in the 
Proposition 98 Reserve, available 
only for school and community 
college programs.) The remaining 
balance of the BSA—$11 billion—
would likely be available to address 
a budget problem next year in the 
very likely event that it occurs. 

Administration Plans for 
Significant Future Budget 
Deficits. The Governor’s budget 
includes estimates of multiyear 
revenues and spending. Under the 
administration’s projections, the 
state faces operating deficits of 
$37 billion in 2025-26, $30 billion 
in 2026-27, and $28 billion in 
2027-28. (As shown in Figure 4, 
these deficits are very similar to our 

Figure 3

General Fund Condition Summary 
(In Millions)

2022-23 
Revised

2023-24 
Revised

2024-25 
Proposed

Prior-year fund balance $61,737 $42,078 $8,030
Revenues and transfers 180,416 196,859 214,699
Expenditures 200,075 230,908 208,718
Ending fund balance $42,078 $8,030 $14,010
 Encumbrances 10,569 10,569 10,569
 SFEU balance 31,509 -2,539 3,441
Reserves
BSA $21,708 $23,132 $11,106
SFEU 31,509 -2,539 3,441
Safety net 900 900 —

 Total Reserves $54,117 $21,493 $14,547

 BSA = Budget Stabilization Account and SFEU = Special Fund for Economic Uncertainties.
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State Faces Significant Operating Deficits
(In Billions)

-80

-70

-60

-50

-40

-30

-20

-$10

2024-25 2025-26 2026-27 2027-28

LAO Budget Problem LAO Ongoing Deficits

DOF Budget Problem (LAO Estimate) DOF Ongoing Deficits

DOF = Department of Finance.



L E G I S L A T I V E  A N A L Y S T ’ S  O F F I C E

2 0 2 4 - 2 5  B U D G E T

10

December projections of the budget’s position—
although our estimates were based on current law 
and policy, not the Governor’s budget proposals.) 
Although these future deficits are smaller than the 
current one, they are still quite significant. Moreover, 
the state is likely to face these deficits with fewer 
options—such as one-time spending reductions and 
reserves. As such, future deficits are likely to require 
more difficult decisions, like ongoing spending cuts 
and revenue increases.

School and  
Community College Budget

Funding for Schools and Community Colleges 
Down $14.3 Billion Over Budget Window. 
Compared with the estimates included in the 
June 2023 budget plan, the administration estimates 
the constitutional minimum funding level for schools 
and community colleges is down $14.3 billion over 
the 2022-23 through 2024-25 period. This downward 
revision consists of a $15.2 billion reduction in 
required General Fund spending, partially offset 
by a $903 million increase in local property tax 
revenue. Most of the reduction—$9.1 billion—is 
attributable to 2022-23, with the remainder divided 
about evenly between 2023-24 and 2024-25. 
The Governor proposes to reduce funding to the 
lower constitutional level through a combination of 
spending reductions and discretionary withdrawals 
from the Proposition 98 Reserve. These reductions 
also free up funding for a few smaller augmentations.

Assumes $8 Billion in Lower Spending in 
2022-23. The budget proposes to reduce General 

Fund spending on school and community college 
programs in 2022-23 by $8 billion. The budget 
does not specify how the state will implement this 
reduction, but indicates the state will make the 
reduction in a way that avoids impacting school and 
community college budgets. We also understand 
that as part of this action, the state would make 
supplemental payments totaling $8 billion over a 
five-year period (from 2025-26 through 2029-30). 
(Separate from this proposal, the budget scores 
$1.1 billion in lower baseline spending in 2022-23.)

Proposes Discretionary Withdrawal From 
Proposition 98 Reserve. The Proposition 98 
Reserve is a statewide reserve account for school 
and community college funding. The Governor 
proposes to make a discretionary withdrawal of 
$5.7 billion from this account to help cover costs for 
existing school and community college programs 
in 2023-24 and 2024-25. After accounting for the 
discretionary withdrawal and a few other automatic 
adjustments, the remaining balance in the reserve 
would be $3.9 billion. 

Funds Augmentations in a Few Areas. 
The most notable ongoing augmentation is a 
0.76 percent statutory cost-of-living adjustment 
(COLA) for existing school and community college 
programs. The most notable one-time proposal is 
$500 million for a second round of grants funding 
zero-emission school buses. The budget also 
proposes smaller increases related to the educator 
workforce, education technology, and community 
college nursing programs.

ASSESSING THE GOVERNOR’S APPROACH

Revenues Optimistic but Plausible. 
California entered a revenue and economic 
downturn last fiscal year. State tax revenues fell 
20 percent. The number of unemployed workers 
in California increased by 200,000. A key question 
for this budget is: to what extent and for how long 
will this downturn persist? The Governor’s budget 
assumes a quick return to growth, projecting 
an 8 percent increase in tax revenues in the 
current fiscal year. While possible, we think this 
assumption is optimistic. Halfway through the 

current year, we are yet to see clear signs of such 
a rebound. Income tax withholding is up only 
2 percent. Sales tax collections are down slightly. 
In the relatively important collections month of 
December, corporation tax collections posted 
double digit declines. Unemployment continues 
to tick up consistently each month. One potential 
reason for optimism is the rebound in stock prices 
that occurred over the last year, especially in the 
spring of 2023. Stock market rallies, however, 
can reverse as quickly as they start. Further, the 
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relationship between stock price gains and state 
revenues is complex. Any two similar stock market 
rallies can have significantly different impacts on 
state revenues. 

Reserve Withdrawals Generally Reasonable. 
The Governor proposes withdrawing roughly half of 
the BSA and the entire Safety Net Reserve to help 
solve the budget problem. While the administration 
likely could withdraw the entire balance of the BSA 
under the rules of Proposition 2 (for example, if the 
Governor declared a budget emergency for multiple 
years in the budget window), maintaining a sizeable 
balance in the BSA is prudent given the continued 
budget problems likely for future years. 

Budget Lacks Plan for Implementing 
Proposed Reductions in School and Community 
College Spending. The largest source of savings 
within the Governor’s school and community 
college spending package is a proposed reduction 
of $8 billion in 2022-23 funding. The administration, 
however, has not explained how its proposal 
could achieve $8 billion in savings, given the 
administration also indicates the proposal would 
not impact school and community college budgets. 
The Legislature will need significantly more 
information before it can assess the proposal—
including its potential effects on the state budget 
after 2024-25. The Legislature also may want to 
consider alternative solutions, such as making 
additional withdrawals from the Proposition 98 
Reserve, funding fewer augmentations, or making 
targeted reductions to existing programs.

Governor’s Spending-Related Solutions 
Warranted, but Some Solutions Could Pose 
Challenges. The administration proposes 
spending-related solutions (excluding school and 
community college spending) of $26 billion. This is 
a good start to solving the budget problem as these 
reductions largely do not impact the state’s ongoing 

core service level. There are some solutions, 
however, that may not yield the savings required to 
balance the budget. For example, across-the-board 
reductions—like the proposal to allocate general 
funding cuts to departments based on their 
vacancy rates—historically have not generated the 
initially assumed savings. In addition, as discussed 
earlier, some proposed solutions increase future 
budget pressure and shift fiscal risk to other 
entities. In addition to the transportation example 
provided earlier, the administration suggests 
the University of California and California State 
University could use delayed payments as collateral 
against borrowing. Not only would this proposal 
increase the pressure on the state to provide these 
payments next year—despite continued deficits—
but it also would shift fiscal risk to these entities 
in the event the state does not ultimately make 
these payments. 

Despite Spending-Related Solutions, 
Governor’s Budget Likely Unsustainable in 
Future Years. The state faces significant operating 
deficits in the coming years, which are the result 
of lower revenue estimates, as well as increased 
cost pressures. These deficits are somewhat 
compounded by the Governor’s budget proposals 
to delay spending to future years and add billions 
in new discretionary proposals. State revenues 
in the out-years would need to exceed the 
administration’s forecast by roughly $50 billion per 
year in order to sustain the spending proposed by 
the Governor’s budget. While our multiyear revenue 
forecast is somewhat above the administration, it 
is well below amount needed to close the deficits. 
Thus, while it may be reasonable to expect some 
upside to the administration’s multiyear revenues, 
it is unlikely this upside will resolve the out 
year deficits.

CRAFTING THE LEGISLATURE’S BUDGET

Overall, the Governor’s budget runs the risk of 
understating the degree of fiscal pressure facing 
the state in the future. The Legislature likely will face 
more difficult choices next year. To mitigate these 
challenges, we recommend the Legislature develop 
this year’s budget with a focus on future years. 

In particular, most of the recommendations we 
make here would mitigate some of the need 
for even more difficult decisions in the future, 
such as reductions to core services and/or 
revenue increases.
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Plan for Lower Revenues. By May, we will 
be much closer to resolving the question of how 
much (if at all) revenues will rebound in the current 
fiscal year. While many outcomes are possible, 
our assessment of the current evidence suggests 
the resolution of this question likely will result in 
the administration revising down their revenue 
estimates in May. Should this occur, it would 
necessitate additional budget solutions. We advise 
the Legislature to begin to consider now what those 
solutions could be. 

Maintain Similar Reserve Withdrawal. We 
advise the Legislature to use no more in reserves 
than proposed by the Governor—currently about 
half of general-purpose reserves. Given the state 
is likely to continue to face significant budget 
problems in the coming years, depleting reserves 
now would make reductions to ongoing programs 
and/or ongoing revenue increases more likely. 

Develop Plan for School and Community 
College Funding. Given the lack of clarity in the 
Governor’s proposal, the Legislature may want to 
develop its own plan for addressing school and 
community college funding. As we describe in 
our Fiscal Outlook, the Legislature could use the 
existing balance in the Proposition 98 Reserve 
to help cover spending above the constitutional 
minimum in 2022-23. This approach would 
allow the state to reduce spending in 2022-23 
with no immediate effect on schools and 
community colleges.

Maximize One-Time Spending Reductions. 
The Governor’s budget includes $26 billion in 
spending-related solutions (excluding school and 
community college solutions). While the Governor’s 
budget likely reflects pulling back most recently 
approved one-time and temporary spending, we 
are still assessing whether any additional such 
appropriations remain. To the extent they do, 
we recommend the Legislature assess whether 
additional pull backs could be achieved, including 
in the current year. Maximizing one-time spending 
reductions allows the Legislature to minimize the 
use of other budget tools—like reserves—that 
likely will be needed in future years. To ensure 
these one-time savings can be realized, the 
Legislature may wish to consider early action on 
current-year appropriations. 

Apply High Bar for Any Discretionary 
Proposals and Contain Ongoing Service 
Level. The Governor’s budget includes roughly 
$2 billion in discretionary proposals for 2024-25. 
To balance the budget, these discretionary 
proposals require additional reductions to 
already approved expenditures. Consequently, 
we recommend the Legislature set a very high 
threshold for approving these new proposals. 
Specifically, the Legislature would need to view 
these new proposals as preferable to already 
approved spending. We also recommend the 
Legislature avoid growing the ongoing service level 
by assessing whether to continue approved, but not 
yet implemented, programs.
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Figure 1:  Proposed 2024-25 budget reflects projected deficit 
of $38 billion (dollars in billions).
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