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SUMMARY
Brief Covers the California Community Colleges (CCC) Budget. This brief analyzes the Governor’s 

budget proposals relating to CCC enrollment, apportionments, and nursing education. In addition, the brief 
provides a number of recommendations and options to help the Legislature address the large gap between 
current CCC spending and available Proposition 98 funding. 

Governor’s Budget Plan for CCC Has Notable Drawbacks. In responding to the drop in the 
Proposition 98 minimum guarantee for 2022-23, the Governor proposes a budget maneuver that effectively 
borrows from the future non-Proposition 98 side of the budget—setting problematic fiscal precedent and 
worsening the state’s out-year deficits. In addition, the Governor’s budget likely overestimates the amount 
of funding available to the colleges in 2023-24 and 2024-25. The Governor’s budget also proposes to 
increase ongoing spending in 2024-25 by providing a cost-of-living adjustment (COLA) to certain CCC 
programs, despite not being able to afford even existing CCC spending commitments. Furthermore, the 
Governor misses many opportunities to pull back funds remaining from prior budgets to achieve one-time 
budget solutions.

Recommend Rejecting Budget Maneuver, Using Proposition 98 Reserves Instead. Given the 
significant drawbacks to the Governor’s CCC budget plan, we recommend the Legislature take a different 
approach. For 2022-23, instead of adopting the Governor’s problematic budget maneuver, we recommend 
the Legislature use Proposition 98 reserves to address the funding shortfall. This alternative is sound from a 
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INTRODUCTION

CCC Has Broad Mission. The CCC system is 
one of California’s three public higher education 
segments. The system consists of 115 colleges 
operated by 72 locally governed districts located 
throughout the state, plus one statewide online 
community college administered by the Board of 
Governors. The colleges offer a breadth of academic 
programs, including lower-division transferable 
coursework, career technical education, precollegiate 
basic skills instruction, and citizenship classes. 
The state also allows community colleges to offer 
baccalaureate degrees in certain occupational 
fields as long as they do not duplicate the programs 
offered by the University of California (UC) or the 
California State University (CSU). In addition to their 
core academic programs, colleges are authorized 

to offer state-supported instruction that is primarily 
recreational in nature (such as golf and yoga classes). 

Brief Focuses on CCC Budget. This brief 
analyzes the Governor’s budget proposals for CCC. 
We begin by describing the Governor’s overall 
budget plan for CCC and providing our high-level 
assessment of that plan. The next four sections of 
the brief focus on CCC enrollment, apportionments, 
a loophole related to summer enrollment, and nursing 
education, respectively. Within those sections, we 
identify a few opportunities for the Legislature to 
achieve budget savings. The last section covers other 
opportunities the Legislature has to achieve one-time 
and ongoing budget savings. 

OVERVIEW
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We discuss these estimates in more detail in 
The 2024-25 Budget: Proposition 98 K-12 
Education Analysis.

State Faces Unusually Large Drop in 
2022-23 Proposition 98 Guarantee. Of the 
downward revisions, $9.1 billion is attributable 
to 2022-23. This is the largest reduction to the 
guarantee in a prior year since the passage of 
Proposition 98 in 1988. Previous downward revisions 
to the prior-year guarantee have been no more than a 
few hundreds of millions of dollars. The administration 
attributes the unusually large adjustment primarily to 
the late tax filing deadline for 2022 returns (November 
rather than April 2023) and the lack of reliable revenue 
data prior to budget enactment in June 2023. 

Governor Proposes Large Budget Maneuver 
Relating to Reduction in 2022-23 Guarantee. 
The Governor proposes to realign Proposition 98 
spending with the revised estimate of the minimum 
guarantee in 2022-23. The main way the Governor 
addresses the reduction in the guarantee is by 
proposing to reclassify $8 billion in Proposition 98 
General Fund payments already made to schools and 
community colleges. Of the $8 billion, $910 million 
would be attributed to community colleges. The 
$8 billion would be reclassified as non-Proposition 98 
General Fund payments, removed from the state’s 
books in 2022-23, and recognized back on the state’s 
books in even increments spread across 2025-26 
through 2029-30. This maneuver 
would not reduce any previous 
funding provided to colleges or 

https://lao.ca.gov/Publications/Report/4839
https://lao.ca.gov/Publications/Report/4839
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In addition, the Governor’s budget contains 
$60 million one-time Proposition 98 General Fund 
to expand CCC nursing education. (Last year, the 
state adopted a five-year funding plan totaling 
$300 million to expand CCC nursing education, 
with the programmatic details of the initiative to be 
subject to future legislation.) 

Governor Accommodates Higher Proposed 
Spending in 2024-25 Using More Reserves. 
To cover his new proposed CCC spending in 
2024-25, the Governor proposes to make another 
discretionary withdrawal from the Proposition 98 
Reserve. For schools and colleges combined, the 
Governor proposes to withdraw $2.6 billion. Of this 
amount, $486 million would be used for ongoing 
community college apportionment costs. Under 
the Governor’s plan, $3.9 billion in Proposition 98 
reserves would remain available entering 2025-26.

Assessment
Proposed Budget Maneuver Worsens State’s 

Out-Year Deficits. We have major concerns with 
the Governor’s proposed budget maneuver for 
addressing the drop in the 2022-23 guarantee. 
As we discuss in The 2024-25 Budget: Overview 
of the Governor’s Budget, the state is projected to 
have multiyear budget deficits of roughly $30 billion 
annually. The Governor’s proposed maneuver 
contributes to these projected budget deficits over 
the outlook period and beyond (through 2029-30). 
Carrying $8 billion in effectively greater internal 
debt would make balancing the state budget more 
difficult in the coming years. Moreover, the impact 
would be felt fully on the non-Proposition 98 side 
of the budget—potentially at the expense of health 
care programs, social services, and other state 
programs beyond education. The maneuver sets 
problematic fiscal precedent by borrowing from the 

https://lao.ca.gov/Publications/Report/4825
https://lao.ca.gov/Publications/Report/4825
https://lao.ca.gov/Publications/Report/4840
https://lao.ca.gov/Publications/Report/4840
https://lao.ca.gov/Publications/Report/4840
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setting a problematic fiscal precedent, and not 
worsen future state budget deficits. It also would 
be consistent with the state’s original rationale for 
creating the Proposition 98 Reserve account. 

Identify More CCC Budget Solutions to 
Address 2023-24 Drop in Guarantee. Based 
on our February 2024 estimates of the 2023-24 
minimum guarantee, the Legislature is facing an 
approximately $800 million gap that year between 
available Proposition 98 CCC funding and existing 
CCC spending. If the Legislature used Proposition 98 
reserves to address the 2022-23 situation, it would 
have approximately $175 million in Proposition 98 
reserves remaining to support CCC program 
spending in 2023-24. Although the estimated CCC 
funding gap in 2023-24 is still subject to considerable 
uncertainty, we recommend the Legislature begin 
identifying additional potential Proposition 98 budget 
solutions. Toward this end, we recommend the 
Legislature revisit recent CCC initiatives to determine 
if any associated funding remains unallocated or 
unspent. As discussed in the “Budget Solutions” 
section of this brief, we estimate the Legislature could 
achieve hundreds of millions of dollars in additional 
Proposition 98 budget solutions by identifying 
still available funds from recent CCC initiatives. 
Pulling back these funds could yield potentially 
enough savings to address the entire CCC budget 
gap in 2023-24. 

Hold Core CCC Spending Flat in 2024-25. 
As a starting point in building the CCC budget for 
2024-25, we recommend not increasing ongoing 
CCC spending. To this end, we recommend not 
providing a COLA to apportionments (or any CCC 
program). Typically, when facing multiyear deficits, 
the state aims to contain, not increase, spending. 
Though we recommend not providing a COLA to 
CCC apportionments, we recommend the Legislature 
place a high initial priority on maintaining funding 
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Governor’s Budget Funds One Continuing 
Academic Capital Project. The Governor 
proposes to provide $29 million in state general 
obligation bond funding to continue one previously 
authorized community college project—the 
College of the Siskiyous Theater and McCloud 
Hall renovation. The bond funds would come from 
Proposition 51 (2016). This project is funded for the 
construction phase. In 2022-23, the state approved 
$1.6 million for preliminary plans and working 
drawings. Construction is scheduled to start in 
January 2025 and be completed by June 2026.

Governor Returns to Paying Cash for a Few 
Student Housing Projects. In response to the 
budget deficit the state faced last year, the 2023-24 
budget package converted 19 CCC student 
housing projects from being funded up front with 
cash to being debt financed. Specifically, the 
state rescinded a total of about $1 billion one-time 
non-Proposition 98 General Fund, replacing it with 

$61.5 million ongoing non-Proposition 98 General 
Fund for debt financing. Under the arrangement, 
most of the CCC projects (16) were to issue local 
revenue bonds or wait for a state lease revenue 
bond or other state financing alternative to be 
developed as part of the 2024-25 budget process. 
Three intersegmental projects involving the Merced, 
Riverside, and Santa Cruz areas are being funded 
with UC revenue bonds. Since enactment of 
the 2023-24 Budget Act, the administration has 
determined that three of the CCC projects (in the 
Napa, Santa Rosa, and Imperial Valley areas) are 
not good candidates for a state lease revenue 
bond program. The Governor’s budget proposes 
to return to funding these three projects up front 
with cash—using $50.6 million of the ongoing 
non-Proposition 98 General Fund appropriation 
provided last year (generating $10.9 million in 
2023-24 savings). 

Figure 3

Total CCC Funding Increases Moderately Under Governor’s Budget
(Dollars in Millions Except Funding Per Student)
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Additional Student Housing Financing 
Proposal Is Likely to Be Submitted in the May 
Revision. The Governor’s Budget Summary 
indicates that the administration is committed 
to using a state lease revenue bond approach 
for financing the remaining 13 CCC projects. 

The Governor intends to submit a corresponding 
proposal at the May Revision. Given timing 
issues entailed in developing such a program, 
the administration believes no associated funding 
would be needed in 2024-25. 

ENROLLMENT

In this section, we provide background on 
community college enrollment trends, describe 
the Governor’s proposal to fund enrollment 
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by an estimated 4 percent (in FTE terms) over 
2021-22 levels. Figure 5 shows that while some 
districts were back at or above their pre-pandemic 
enrollment levels in 2022-23, most community 
colleges remained below those levels. Fall 2023 
data will not be released by the Chancellor’s Office 
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underlying apportionment data has been finalized, 
which occurs after the close of the fiscal year. 
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Consider Forthcoming Data, Together 
With State’s Budget Condition, to Decide on 
Growth Funding for 2024-25. We recommend the 
Legislature also use updated enrollment data, as 
well as updated data on available Proposition 98 
funding, to make its decision on CCC enrollment 
growth for 2024-25. If the updated enrollment 
data indicate districts are growing in 2023-24, the 
Legislature could view the Governor’s proposed 
growth funding in 2024-25 as warranted. 
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Whereas unrestricted reserves totaled $1.8 billion 
(22 percent of expenditures) in 2018-19, they 
grew to an estimated $3.1 billion (33 percent of 
expenditures) in 2022-23. Both the Government 
Finance Officers Association and the Chancellor’s 
Office’s recommend that unrestricted reserves 
comprise a minimum of 16.7 percent (two months) 
of expenditures. 

Funding Increases, Together With Budget 
Savings, Contributed to Higher Reserve 
Levels. The increase in districts’ local reserves 
is the result of at least three factors. One factor 
is that the state notably increased community 
college funding during the pandemic years despite 
enrollment drops. Given enrollment drops and 
large state augmentations (even beyond high COLA 
rates), districts purposefully have tended not to 
spend all their state allotments the past few years. 
Additionally, federal relief funds provided during 
the pandemic reduced pressure on local and state 
funds that colleges would otherwise have needed 
to cover technology and certain other operating 
costs. Amid these federal and state funding 
increases, colleges also achieved savings from staff 
reductions and vacancies. 

Proposal
Governor Proposes COLA for 

Apportionments and Certain Categorical 
Programs. The Governor’s budget includes 
$69 million to cover a 0.76 percent COLA for 
apportionments. This is the same COLA rate 
the Governor proposes for the K-12 LCFF. 

The Governor’s budget also includes a 0.76 percent 
COLA for seven CCC categorical programs, at a 
total cost of $9 million. The COLA rate is based on 
a particular price index, as described in more detail 
in the nearby box. The COLA rate will be revised in 
late April, as new data from the federal government 
is released at that time. 

Assessment
Proposed COLA Worsens State’s Funding 

Shortfall for CCC. Under the Governor’s budget, 
the state has insufficient Proposition 98 funds to 
cover even existing CCC costs, before applying 
any COLA in 2024-25. Given Proposition 98 
funding is insufficient to cover CCC costs, the 
Governor proposes to draw down $486 million 
in Proposition 98 reserves. The Governor must 
dedicate $78 million of his proposed Proposition 98 
Reserve withdrawal for covering the added ongoing 
cost of the proposed COLA for CCC apportionments 
and certain CCC categorical programs. Historically, 
the state has not used reserves to augment ongoing 
spending. Rather, the state historically has used 
reserves during times of recessions to mitigate 
program reductions. 

Recommendation
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This would result in savings of $78 million 
Proposition 98 General Fund relative to the 
Governor’s budget. Under the Governor’s budget 
proposal, one-time reserves are required to cover 
these higher ongoing costs. Such an approach 
sets up the state for more difficult choices next 
year. Were the Legislature not to provide the COLA 
in 2024-25, it would lessen the ongoing shortfall 
for CCC programs and allow for better choices 
in 2025-26. This recommendation is consistent 
with our office’s recommendations not to increase 
funding and spending expectations for CSU and 
UC in 2024-25. If sufficient state revenues do not 
materialize over the coming months, all higher 
education segments face the further prospect of 
ongoing program cuts. 
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A New SCFF Hold Harmless Funding Policy 
Goes Into Effect in 2025-26. SCFF has several 
funding protections that allow districts to earn 
more in apportionment funding than they would 
otherwise earn through the formula’s regular 
calculations and funding rates. (As discussed in 
the “Enrollment” section of this brief, many districts 
are benefiting from these provisions given their 
enrollment is down notably from pre-pandemic 
levels.) The 2022-23 budget modified one of these 
funding protections by setting a new hold harmless 
funding level. Specifically, beginning in 2025-26, 
districts are to receive no less total apportionment 
funding than they received in 2024-25. The intent of 
this policy is to provide a funding floor for districts 
experiencing enrollment declines. In addition, 
because the hold harmless amount will not grow by 
COLA each year, the intent is to eventually move all 
districts off the hold harmless provision and into the 
regular SCFF formula calculations (whereby districts 
have incentives to enroll low-income students and 
have good outcomes for all students). 

Assessment
New Hold Harmless Policy Creates a Strong 

Incentive for Districts to Use Summer Loophole. 
Districts use the summer loophole (counting two 
summer terms toward one fiscal year) to boost 
district funding in a given year above what it 
would be otherwise. Over the next few years, 
using the summer loophole will become even 
more appealing to districts. This is because many 
districts likely will be on hold harmless in 2025-26 
due to recent enrollment declines. In order to 
maximize this funding, they have an incentive to 
push as much enrollment as they can into 2023-24. 
By doing so, they could boost their funding level in 
2024-25 by taking advantage of a different funding 
protection known as stability. (Some growing 
districts could receive more funding using the 
summer loophole if instead they push summer 
enrollments into 2024-25.)

Left Unchanged, Summer Loophole 
Could Add Hundreds of Millions of Dollars in 
SCFF Costs. Systemwide, summer enrollment 
averages 12 percent of total annual enrollment, 
though the share can be as high as 20 percent in 
some districts. Doubling up summer enrollment 

in one year therefore can have large implications 
on districts’ funding. Estimating the cost of the 
summer loophole, however, is difficult given final 
2023-24 enrollment and funding data, including 
summer 2024 data, are not yet available. Based 
on our discussions with several districts and some 
preliminary modeling, we estimate the loophole 
could result in roughly $100 million in additional 
costs annually from 2024-25 through 2026-27, for 
a total of about $300 million in costs. SCFF costs 
likely would continue to be a few millions of dollars 
higher beyond 2026-27, until all districts reach 
enrollment levels moving them off the hold harmless 
provision. The administration has not built these 
costs into their SCFF calculations. The summer 
loophole also will have distributional effects, as 
districts taking advantage of the summer loophole 
effectively generate more under the formula 
(without any workload justification) than other 
districts. Given projected budget deficits and the 
prospect of spending reductions, we think this is a 
particularly bad time to be raising SCFF costs and 
potentially redistributing available funds among 
districts to reward those that use a loophole.

Summer Loophole Distorts Enrollment 
Data. Beyond these issues, the summer loophole 
can obscure actual enrollment trends. A district 
could report an enrollment decrease between two 
years, for example, but that may be due solely 
to its decision to report two summers’ worth of 
enrollment in the prior year. The summer loophole 
thus makes enrollment tracking and legislative 
oversight more difficult. 

Recommendation
Recommend Legislature Close Summer 

Loophole. We recommend the Legislature specify 
in statute that the summer term is to be the first 
term counted in a fiscal year and summer-term 
enrollment is to be reported only once each fiscal 
year. We recommend including this new policy in 
June 2024 trailer legislation and making it apply 
starting in summer 2024. The new policy would 
mean that enrollment in the summer 2024 term 
would be counted only for 2024-25 (and enrollment 
in the summer 2025 term would be counted only 
for 2025-26). This approach would align summer 
enrollment reporting with the reporting of the 
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other components of SCFF. (In addition, counting 
summer term as the first term of the fiscal year is 
the same as CSU’s and UC’s policy.) It also would 
eliminate a loophole that would otherwise drive up 

the cost of the formula substantially over the next 
few years. Finally, our recommendation would make 
enrollment reporting more meaningful and allow for 
improved legislative oversight. 

NURSING EDUCATION

In this section, we first provide background on 
the state requirements to become a registered 
nurse (RN), nursing education programs, recent 
trends in the nursing workforce, and funding 
sources for CCC nursing programs. We then 
describe the Governor’s proposal to fund a new 
nursing education initiative, assess the proposal, 
and provide an associated recommendation.

State Nursing 
Requirements and Programs

RNs Must Be Licensed to Work in California. 
California’s more than 300,000 RNs provide a 
variety of health care services in various settings, 
including hospitals, medical offices and clinics, 
extended care facilities, and laboratories. All RNs 
in the state must have a license issued by the 
California Board of Registered Nursing. To obtain a 
license, students must graduate from an approved 
nursing program, pass a national licensing 
examination, and complete certain other steps 
(such as undergoing a criminal background check). 
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Assessment
Nursing Enrollment Is Back on Track. 

After declining during the pandemic, nursing 
programs reported in fall 2023 that they have 
capacity and plans to increase enrollment slots, 
as Figure 9 shows. Nursing programs also are 
reporting strong demand from students again, 
with community college and many other nursing 
programs reporting far more applications than 
they can accommodate. CCC programs have an 
incentive to enroll these students because they 
are funded based on enrollment and receive 
additional state funding for their nursing programs. 
Private programs, meanwhile, have an incentive to 
fill enrollment slots with tuition-paying students. 
Given these circumstances, it is unclear why 
additional state funding is needed as proposed in 
the Governor’s budget.

SWP Designed to Address Regional 
Challenges. To the extent regional supply 
challenges persist, existing SWP funding is 
well-suited to support nursing programs. 
The underlying rationale for SWP is that some 
programs ( just like nursing) have especially high 
costs due to equipment and low student-faculty 
ratios. In addition, the Legislature recognized 
when it created SWP that some 
industry sectors (like health 
care) might benefit from regional 
coordination and planning. 
The SWP structure allows for 
providers and employers to identify 
workforce needs and develop a 
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Recommendation 
Recommend Legislature Reject Proposal. 

Given that data suggests the current mismatch 
between supply and demand of RNs is temporary 
and that lack of state funding does not seem be a 
key reason underlying the shortage, we recommend 

the Legislature reject this proposal. To the extent 
individual regions continue to seek increases in 
their nursing supply pipeline in response to local 
shortages, colleges already have funding from 
apportionments, SWP, and other state programs 
that can be used for this purpose. 

BUDGET SOLUTIONS

In this section, we discuss a number of legislative 
options for achieving additional CCC savings in light 
of the state’s budget situation and the significant 
downward revisions to the Proposition 98 
minimum guarantee.

State Adopted Many One-Time CCC 
Initiatives Over Past Three Years. From 
2021-22 through 2023-24, the Legislature 
approved a total of about $3 billion in one-time 
Proposition 98 General Fund support for more than 
60 one-time CCC initiatives and projects. Some 
of the largest appropriations were for facilities 
maintenance, student outreach, student basic 
needs, and an initiative for faculty to create open 
educational resources. 

State Also Expanded Funding for Ongoing 
CCC Programs. During the past several years, the 
state has appropriated ongoing funding both to 
create new CCC programs and to expand existing 
ones. For example, the state created a CCC student 
mental health program and doubled funding for 
the California Apprenticeship Initiative. In some 
cases, the CCC augmentations provided by the 
state have been exceptionally large. For example, 
in 2022-23, the state increased annual funding 
for the long-standing Part-Time Faculty Health 
Insurance Program from $490,000 to $200.5 million 
(a 400-fold increase). 

Recommend Reverting Unallocated and 
Unspent Funds to Address CCC Budget Gap 
in 2023-24. As we discuss in the “Overview” 
section of this brief, the CCC budget has an 
approximately $800 million gap between current 
spending and available funding under our office’s 
February revenue estimates. The budget gap could 
end up being higher or lower depending upon 
revenue developments over the coming months. 
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Figure 10

Some Funds From Recent CCC Initiatives Remain Available for Budget Solution
Proposition 98 General Fund One-Time Solutions (In Millions)

Program Amount Implementation Update

Strong Workforce 
Program

$381a Amount shown reflects total unspent regional and district funds of $27.4 million from 
2020-21, $105.7 million from 2021-22, and $248 million from 2022-23. Unspent funds 
from years prior to 2020-21 might still be available to sweep too. By March 2024, 
the Chancellor’s Office will have an update on regional and district spending from 
2023-24 allocations. (In 2023-24, regions received $110.4 million and districts received 
$165.5 million.)
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negative implications for colleges’ core programs 
and low-income students. Figure 11 provides a 
list of ongoing savings options that focus on areas 
outside of colleges’ core programs. As with our list 
of one-time solutions, the Legislature could use 
our list of ongoing solutions as a starting point, 
potentially adding items, as needed.

Begin Identifying Solutions Now. 
We recommend the Legislature use the next few 
months to begin identifying the CCC solutions it 
would need to balance the budget. We believe 
that now is the time to establish budget priorities, 
consider options, and assess trade-offs. Waiting 
until May to begin this work, by contrast, would 
place the Legislature in a more difficult position and 
provide little time for careful deliberation.
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