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Los Angeles Community College District

Budget Allocation Model

RELATIONSHIP OF STATE BUDGET
TO DISTRICT BUDGET

ALLOCATION MECHANISM

Negotiation
Comm. Col

N
Funding Formula

District =
(TS + Lottery/Mandatory Interest + SB 361 Funding Categories
ppor Local Income + Bala o Revenue
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District Budget Allocation Model

Using SB 361 funding formula to distribute state general
revenue to colleges

Each college receives a basic allocation based on college
size and funding for credit FTES, noncredit FTES,
enhanced noncredit FTES with state funded rates

Small colleges received supplemental basic allocation of
$500,000 to its basic allocation in 2006-07 year,
adjusted by COLA in future years

Colleges are assessed for contingency reserve (at 3.5%),
district-wide and district office services based on $/FTES
Balances are retained by colleges and district office.
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Funding Principles

All revenue is recognize as being earned and retained by colleges

Simple, fair, and predictable

Provide incentives for colleges to improve student access and excellence.
Budget Allocation Model should lead colleges to maximize revenues through
enrollment and management

Adequate and sufficient to sustain operations. Budget Allocation Model must
address the economy-of-scale issues for small and large colleges.

Colleges pay for district-wide and district office functions and services, and
assessments must link to services provided, not ability to pay. Colleges are
assessed for necessary district-wide, contingency reserve, and District Office
functions and services costs that are recognized as appropriate. Assessments
shall be based on $/FTES for credit, non-credit, and enhanced non-credit
FTES (including all resident and nonresident FTES).

Funding limit should be set for district office operations

Balances are retained by colleges and district office locations
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SB 361 - CCC Funding Formula

Effective October 1, 2006, new state funding
formula includes the following categories:
» Basic (Foundation) Allocation
» Credit FTES
» Non Credit FTES
- Tier 1 - ESL, Remediation and Basic Skills, Vocational and
Occupational education
o Tier 2 - all other Non-Credit Courses
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SB 361 - CCC Funding Formula

District’s Allocation equals:
Basic Allocation (foundation),
plus Credit FTES at equalized rate,
plus Noncredit FTES at equalized rate,
plus Enhanced Noncredit FTES at
equalized rate
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SB 361 - CCC Funding Formula

FTES Funding Rates for 2011-12:

Base Growth Rate
—-- Credit $4,564.83 $4,564.83
-- Noncredit $2,744.96 $2,744.96

-- Enhanced Noncredit $3,232.07 $3,232.07
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SB 361 - CCC Funding Formula

SB 361 Funding Allocation Model

For Fiscal Year 2011-12. SAMPLE
| CredtFunding | Non Credi Funding |, Encd NC Funding |_
MODEL | Foundaton (Rate * FTES) (Rate * FTES) (Rae<FTES) T Baserevenue

$4.564.83 1323878 $2744.96° 603.74 FTES | $3,232.07" 108282
FTES FTES
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FOUNDATION
Muti-College District
LARGE  Greater han 20,000 FTES 4.2 milon
MEDIUM _Greater than 10,000 FTES. 535 miion
SMALL  Less than 10,000 FTES. $3.3 milion
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SB 361 - CCC Funding Formula

» Basic Allocation Revenue is a dollar amount based on the number and
the size of colleges and centers for each district for 2006-07 (future
year - adjusted with COLA):

single District:

- FTES>20,000 $5,000,000
- 10,000<=FTES<20,000 $4,000,000
- FTES<10,000 $3,000,000
Multi-College District:
- FTES>=20,000 $4,000,000
- 10,000<=FTES<20,000 $3,500,000
- FTES<10,000 $3,000,000
Approved Centers:
-FTES>=1,000 $1,000,000
~750<=FTES<750 $750,000
-500<=FTES<750 $500,000
-250<=FTES<500 $250,000

~FTES< 250 $125,000
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SB 361 - CCC Funding Formula

Apportionment Revenue:

The District’s annual state apportionment revenue
is based on its prior year general apportionment
revenues with the following adjustments:

1.
2.
3.
4.
5.

Any deficit applied to total computational revenue
Prior year stability and restoration

Specified inflation adjustments (COLA)

Growth

And other purposes authorized by the law
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SB 361 - CCC Funding Formula

Rules for Enroliment Decline & Restoration:

Decrease in FTES shall result in revenue reductions
beginning in the year following the initial year of decrease in
FTES. No loss of revenue in the initial year of decline.

2 If all FTES are restored in the following year, no revenue shall
be reduced.

3 District shall be entitled to the restoration of any reduction
apportionment revenue due to decrease in FTES during the
three years following the initial year of decrease in FTES
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SB 361 - CCC Funding Formula

What happens if the state does not have

enough funding?
~ To fund Base Revenues:

If the state general apportionments, local property tax revenues,
student enrollment fees and other local tax revenues allocated to
community college districts are less than the amounts computed for
all district, the state Chancellor shall apjpomon the state funding to
districts by applying deficit factor (ratio) to total computational
revenue for each district.

To fund all districts’ growth caps:

If the state growth revenues are less than all districts’ computed
enrollment growth caps, the districts’ growth revenue shall be
funded to the extend funds are available to fully fund all FTES up to
cap.
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District Budget Allocation Model

» Revenue and Allocation Assumptions
» Complete Budget Allocation Model
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PARAMETERS USED TO DETERMINE COLLEGE REVENUE

1. 2011-12 Base Revenue
a. Base revenue shall be calculated using the SB 361 marginal funding rates. Each
college shall receive an annual basic allocation based on the following basic
allocation base rate:

FTES >= 20,000 $4,428,727 large college
10,000 <= FTES < 20,000 $3,875,136 medium college
FTES < 10,000 $3,321,545 small college

In addition, to provide a minimum funding for administration and maintenance and
operation costs for colleges, the district shall set aside funds from Contingency Reserve
to supplement each small college’s basic allocation by $553,591 to increase its basic

allocation to $3,875,136. In subsequent years, these basic allocations shall be adjusted

by COLA.
b. Credit Base Revenue shall be equal to the funded base credit FTES multiplied by

the base rate of $4,564.83 in the 2011-12 fiscal year; in subsequent years the base
rate shall be the prior year rate plus inflation.
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PARAMETERS USED TO DETERMINE COLLEGE REVENUE
(Continued)

1. Base Revenue (continued)

c. Non-credit Base Revenue shall be equal to the funded base non-credit FTES
multiplied by the base rate of $2,744.96 in the 2011-12 fiscal year; in subsequent
years the base rate shall be the prior year rate plus inflation.

d. The career development and college preparation (CDCP) non-credit base revenue
shall be equal to the funded base CDCP non-credit FTES multiplied by the base
rate of $3,232.07 in the 2011-12 fiscal year; in subsequent years the base rate shall
be the prior year rate plus inflation.

e. The base revenues for each college shall be the sum of the annual basic annual
allocation, credit base revenue, non-credit base revenue, and CDCP non-credit base
revenue.

f. The base revenues and funded FTES for each college were reduced to be
commensurate with the reduction in general apportionment revenue.
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PARAMETERS USED TO DETERMINE COLLEGE REVENUE
(Continued)

2. COLA (cost of living adjustment) shall be distributed to colleges as specified in the State
Apportionment notice.

3. Funded Growth Revenue for each college shall be calculated using the following method:

a. Determine the funded growth rate for each of the workload measures (Credit FTES,

Non-credit FTES, and Career Development and College Preparation Noncredit FTE
Identify and fund the lowest percentage growth equally among the colleges not to
exceed a college’s actual growth percentage;

B

. dentify and fund the next lowest perceniage growth equally among the colleges not to
Siceed £ CIlege's Actuat growt ercen\aﬁge
d. Repeat step ¢ untl the total fundéd growth revenue is distributed.

4 Colleges experiencing an enrllment/FTES decline to be determined when the First
Apportionment Recalculation becomes available) shall receive stability funding in the i
of Gecrease in FTES in an amount equal to the revenue loss associated i e
reduction in that year. A college shall be entitled to a proportional restoration of any reduction in
state base general revenue during the three years following the initial years of decline if there is
a subsequent increase in FTES.

ncipal
al year
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PARAMETERS USED TO DETERMINE COLLEGE REVENUE
(Continued)

8.

Non-Resident Tuition -Revenue shall be dlsmbuted to colleges based on
projected tuition earnings and adjusted for actu

Local Revenue and Other Federal and State Revenue (Dedicated Revenue)
Revenue that is directly generated by colleges shall be distributed to colleges
based on college projections and adjusted for actual.

Lottery Revenue - Revenue shall be distributed to colleges based on the
proportion of a college’s prior year FTES over the total District FTES and
adjusted for actual;

Interest, other federal, state, and local income that are not directly generated
by colleges shall be utilized to fund the District’s reserves.
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PARAMETERS FOR ALLOCATIONS (continued)

1. A college total budget shall be the sum of the adjusted base revenues (net of
assessments for district-wide services, District Office function, and contingency
reserve plus other revenue, minus budget for Sheriff’s contract, college deficit
payments, and plus balances.

2. The District shall maintain a district Contingency Reserve of 5% of total
unrestricted general fund revenue at the district-wide level, and 1% of college revenue
base allocation at the college level. Such a reserve shall be established to ensure the

district’s financial stability, to meet ] i or budget due

to any revenue projection shortfalls during the fiscal year, and so that the district shall
not be placed on the state “watch lists.” Use of the reserve must be approved by the
Board prior to any expenditure. Any Contingency Reserve balance will remain in
reserve until a total reserve is equal to 5% of Unrestricted General Fund revenue is
attained.
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PARAMETERS FOR ALLOCATIONS (continued)

3. Each college shall be assessed for District-wide Centralized Services and District
Office functions costs (assessment) based on the differentiated credit, noncredit, and
enhanced non-credit (College Development and College Preparation) rates per FTES
(including resident and nonresident FTES).

Additional funding received by the district after Final Budget, not directly attributable to an
individual college shall be distributed through the new allocation model as delineated in the
Revenue Parameters above.

4.1n the event that actual revenues are less than the amounts projected and allocated to
colleges for the fiscal year, the college budgets will be recalculated and adjusted
accordingly.

5. If a college experiences enrollment decline below its funded base FTES, its budget
shall be reduced by its amount of advanced growth funds. In addition, its state
general revenue base will be adjusted in according to the state allocation formula as
indicated in Revenue Parameter #5.
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PARAMETERS FOR

ALLOCATIONS (continued)

6. Each college and the district office shall retain its prior year ending balances including open orders. An

Contingency Reserve balance will remain i reserve until a total reserve s equal to 5% of Unrestricted General Fund revenue is

attained. Open orders for ITV, and funded up to the from these locations.
iniTv, shall be redistributed to colleges,

7.The college president is the authority for college matters within the parameters of law and Board operating policy. The college
president shall be responsible for the successful operation and performance of the college.

8. College deficits are cumulative loans to be paid back. The accumulatedloans will be on a three -year payback schedule beginning
one year after incurting the deficit. Although colleges may request a review by the Allocation Grant Task Force; however, colleges
with deficits are required to have a program and budget reviewed by the Allocation Grant Task Force for special financial relief. The
mechanism for this relief is a “grant application” process to be validated by  team appointed by the Chancellor. The grant could be
asingle or multiple year allocation.

9. Prior to Budget Preparation, the Presidents will make a recommendation on District-wide and District Office allocations to the
District Budget Committee.

10. Prior to Budget Preparation, the Presidents will meet to forecast FTES and set goals to maximize revenues to be generated by the
colleges.

1. Each prepare a g P ud I projected expend d identify steps necessary to
‘maintain a balanced budget.

12. The budget allocation will be recalculated using this mechanism at Final Budget, First Principal Apportionment (February), and at
d.

year-en
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Changes to Budget Allocation for 2012-13

» Executive Committee of the District Budget
Committee

» Review of the Budget Allocation
» Purpose of the Review
» Timeline of Implementation




BHASE] - Increase the College Basic Allocation 1o include minimum administrative staffing and maintenance and
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Revised November 29,2011
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Phase IT - Planning Timeline

Following is the proposed planning timeline for the Executive Committee of the District Budget Committee to study the remaining
allocation agenda for allocation changes that identify college needs (including M&O), provide finding for colleges to deliver
for students, and are provided i ad

student
services.
Planning Timeline Implementation date
T, Growih Formuk i Feb. —June 2012 2013-14 Academic yem
G wellas
7. Review (e current use of balance policy — (sera imiied Epil 2012 T013-14 Academic year
Tnder e
s
it i
“ASSESSIMENts — Review funding aszesemert mefhodelom for e Diwrct | Apr—Tune 2012 13- T Academic year
Office. i
4. Productivity and Effciency — The aperaing costs o collese shoukd | May-Jaly 2012 2013-14 Academic year
5 College Debts and Operafing DeReits ~Operasing dficis ma be | Tume Augast 2012 13-4 Academic yem
e it year, but defcc shou
Report and Recommendations to DBC and Colleges for mpats | August 2017
and comments
TFinal Report and Recommendations to Chancellor Sept-October 2012
Board Review and Adoption December 2012 Tanuary 2013
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