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2023-24 TENTATIVE BUDGET BACKGROUND

DESCRIPTION OF HISTORY/BACKGROUND

A 2023-24 Tentative Budget must be approved by the Board of Trustees before any funds can be
expended in the new year. The Tentative Budget reflects preliminary projections for both revenue
and appropriations, but its adoption is necessary 1o provide authority to begin expending funds on
July Ist. This Tentative Budget will continue to be discussed and updated as new information is
available in preparation for a final budget to be presented in a public hearing in August 2023 for
public review and further Board of Trustee discussion. The Final Budget will be recommended to
the board for adoption on or about September 12, 2023,

The 2023-24 GCC Tentative Budget is based on the appropriations for community colleges
contained in the Governor’s Budget as amended in May 2023 (May Revise). Some details extracted
from the Governor’s May Revise Announcement and potential trailer bill language are below. The
GCC Unrestricted General Fund, which accounts for approximately 90% of the revenues used for
the college’s primary operating costs, is a best estimate of how the State’s budget will affect college

FEVENUES.

STATE FINANCES

Governor’s Mav Revise:

On May 12, 2023, Governor Newsom released his May Revision budget proposal. The May revise
continues to reflect a focus on the California Community Colleges multi-year roadmap, which

focuses on equity, student success, and enhancing the system’s ability to prepare students for
California’s future.

Cost of Living Adjustment (COLA)
The Govemor proposes an 8.22% COLA,; this will equate to approximately $8.6 miliion in new
unrestricted apportionment. The COLA will increase the Categorical funding and other restricted
funds, such as the SEA (Student Equity and Achievement), EOPS, and DSPS, etc.

Fund Budget Year Apportionment with One-Time Resources

An increase of approximately $503 million one-time Proposition 98 General to support Student-
Centered Funding Formula cests for 2023-24,

Student Enrollment and Retention
A decrease of $100 million one-time Proposition 98 General Fund, from its original amount of $200
miliion, in proposed support for community colleges efforts and focused strategies to increase
student retention rates and enroliment (the share for GCC is estimated at $1.2M).

Student Success and Completion Grant Program
A decrease of $50 million one-time Proposition 98 General Fund to reflect revised program
participation (the share for GCC is estimated at ($615K)).




Student Housing
The May Revise proposes $450 million one-time General Fund for 2023-24 and 94.5 million one-
time Fund for 2024-25 for California Community Colleges affordable student housing projects.

Data shows that students who maintain a full-time schedule (12 units) are more likely to persist and
be successful academically.

The SCFF Components
70% percent for base FTES funding, 20% for supplemental funding, and 10% for student success.
GCC’s research data projects that FTES generated enrollment revenue between 2021-22 and 2022-
23 will be flat. From 2018-19 to 2022-23 projection, GCC shows an average decline of 772 FTES
per year. This equates to an approximate anhual decrease of $3.4M in GCC unrestricted general
fund revenue. Currently, GCC is under hold harmless support.

Hold Harmless Provision
The hold harmless provision is extended to 2024-25. This allows GCC more time to review and
right size its operational costs to support the needs of the District. At the end of the 2024-25 the
apportionment revenue received by GCC will become its floor. In other words, providing no

language change in the statutes, GCC will only increase in revenue if its SCFF reaches beyond hold
harmless allocation.

2022-23 Budeet Cuts:

A one-time decrease in the Deferred Maintenance and California Community College COVID-19
Recovery Block Grant to reflect revised estimates of available Proposition 98 resources. These two

budget cuts will impact available funds and ultimately effect the number of the funded projects in
future years,

California Community College COVID-19 Recovery Block Grant
A decrease of approximately $345 million one-time Proposition 98 General Fund in support of the

California Community College COVID-19 Recovery Block Grant (the share for GCC is estimated at
($4.3M)). *

Deferred Maintenance and Measure GC Funds
A decrease of approximately $239 miilion one-time Proposition 98 General Fund for deferred
maintenance needs (the share for GCC is estimated at ($2.9M)).

GCC Fiscal Matters

ACCIC (Accrediting Commission for Community and Junior Colleges) Enhanced
Monitoring
GCC is in the fiscal review by the ACCIC. It is important the 2023-24 final budget reflects 2

significant surplus contribution to reserves in order to prevent further compliance escalation by the
ACCIC.

~J



50% Law
For several years, GCC’s 50% law has averaged approximately 52%. This rate is comparable to
similar Districts. However, as GCC considers new hires in the classified ranks more downward
pressure will be placed on this compliance rate.

Tentative Budset- Revenues

Overall, the GCC Tentative Budget reflects approximately $8.6M more revenue than in 2022-23.
The projected ending fund balance is $10.8M.

An analysis of the changes to the 2023-24 revenues is as follows:

1.

General Revenues: General revenues consist of base, COLA, growth and the system-
wide deficit in property taxes and enrollment fees. The general revenues have been
increased approximately $8.6M consisting of the base apportionment increase adjusted
by the Cost-of-Living Adjustment increase (COLA) 8.22%. However, as of March 2022
a deficit of 3.3% equating to $3.2M is reflected in the budgetl as a decrease. The general
expectation is the money will be distributed. Nevertheless, it should be considered before
the final budget is completed.

Non-Resident Tuition: Non-Resident enrollment is projected to remain unchanged in
2023-24. The budget for non-resident tuition is set at $2M.

Health Benefits: The refund from Blue Shield experience modification rate is still
unknown. It should be noted that a factor of 8% has been added to costs analysis. This
should be considered as the final budget is being developed. The Blue Shield rebatc is a
return of the premium paid into the plan to cover estimated expenditures. Based on
calculations, if the reserve premiums are more than estimated expenditures plus a
percentage for retention, a rebate is issued to the college.

Budget and Projections: The following chart shows the revenue and expenditures
included in the draft of 2023-24 Tentative Budget and projections for the next five years.
These figures do not include the cost of hiring new and replacement positions or increase
in the salary schedule which are to be negotiated.

L2



2023-24 2024-25 2025-26 2026-27 2027-28 2028-29

Budget Projection Projection Projection Projection Projection
Revenue Projection
Federal Veterans education 1,000 1,000 1,000 1,000 1,000 1,000
State Apportionment Revenue 84,827,897 84,827,897 84,827,897 84,827,897 84,827,297 84,827,897
State Revenue Funds 3,786,000 3,786,000 3,786,000 3,786,000 3,786,000 3,786,000
Property Taxes 25,070,696 25,070,655 25,070,696 25,070,696 25,070,696 25,070,696
Other Revenye _ 6,436,404 5,875,000 6,000,000 6,000,000 6,000,000 6,000,000
Total Projecied Revenue 120,121,997 119,560,593 119,685,593 119,685,593 119,685,593 119,685,593
Expenditure Projection
Salary and Step & Column 70,914,050 72,000,000 73,000,000 74,000,000 75,000,000 76,000,000
Empioyee Benefits 30,145,455 31,000,000 32,000,000 33,000,000 34,000,000 35,000,000

Labor Expenditures 101,059,505 103,000,000 105,000,000 107,000,000 109,000,000 111,000,000
Other Operational Expenditures” 12,978,549 _ 12,000,000 ~__ 12,000,000 12,000,000 ©_ 12.000,000 ©  12.000.000

Total Expenditure Projection 114,038,054 115,000,000 117,006,000 119,000,000 121,000,000 123,000,000
Transfers Cut 4,150,026 3,600,000 3,600,000 3,600,000 3,600,000 3,600,000
Surpius {Deficit) 1,833,917 960,593 (914,407) (2,514,407} (4,914,407 {6,914,407)

Reserve _
Beginning Balance 8,862,539 10,796,456 11,757,049 10,842,642 7,928,235 3,013,828
Surplus {Deficit) 1,933,517 960,593 {914,407) (2,914,407) {4,914,407) {6,914,407)
Ending Balance 10,796,456 11,757,049 10,842,642 7,928,235 3,013,828 (3,900,579}
Reserve as a % of expenditures 9.47% 10.22% 89.27% 6.66% 2.49% -3.17%

Apportianment TCR

State Revenue 84,827,897 84,827,837 84,827,897 84,827,897 84,827,897 84,827,897
Property Tax 25,070,696 . 25,070,696 25,070,696 25,076,696 25,070,696 25,070,696
Enrollment Fees @98% 3,823,376 3,823,376 3,823,376 3,823,376 3,823,376 3,823,376
113,721,969 113,721,969 113,721,968 113,721,968 113,721,959 113,721,968

Revenue COLA 8.22% 0.00% 0.00% 0.00% 0.00% 0.00%

Tentative Budget — Reserves

The 2023-24 Tentative Budget is projecting a reserve balance of $10.8M

Pending GCC Budget Actions

The T'inal Budget will be discussed and acted on at the September 2023 board meeting. A public
hearing on the final budget will occur at the August 2023 board meeting.

The following are the major issues that will affect the college final Budget:

1) 2022-23 Health Care Renewal: The College will receive its 2024 health care rencwal
rates. The [inal projections should account for the eventuality of significantly higher
health care costs; 8% may not be enough.

2) Funding of 2023-24 Budget Requests: Other than the approval of full-time faculty 1o
meet the fuil-time faculty obligation and the funding of “Exempt Cost” line items, all
new positions must be considered in conjunction with the 50% Law.



3) Negotiation with Employee Groups: The College will begin to engage this Summer
negotiating salary with the Guild and CSEA. No estimated amount has been placed in
the Tentative Budget to account for current negotiation discussions.

GCC Budget Considerations

The primary concern with the Tentative Budget is enrollment. The College’s enrollment declined
during the pandemic. The strategic enroliment decision must begin to be tied directly to financial
decision as the District approaches the end of the hold harmless period. The College must continue
to focus on enrollment growth and operational rightsizing as it develops its final budget,

The college will be faced with an additional $2-3M of additional inflationary costs from salary
increases automatically provided due to step and column, health plan renewals and retirement costs
on a yearly basis. This amount does not include the cost of negotiation with employce groups.

With COLA and growth funds traditionally the only new unrestricted ongoing revenue for the
college, it is critical that the college increase its annual Full Time Equivalent Student (FTES) count,
the student supplemental and success components. COLA funds alone will not cover the projected
inflationary cost increases.

This tentative budget has been prepared conservatively in consideration with the State budget
uncertainties. In addition, thru an external resource, we are in process of validating/auditing our
numbers to reduce cost and capture potential savings,
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