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After several months of meetings discussing and reviewing allocation models of 
the other multi-campus districts, and discussing various alternate scenarios for 
allocating the District’s revenues in a manner that would provide enough funding 
to cover college basic operations, the Committee recommends to the District 
Budget Committee for review to increase the colleges’ basic allocation to include 
minimum administrative staffing costs and maintenance and operations (M&O) 
costs.  Details of the recommendation are provided on page 3.  
 
Recognizing that the changes will result in allocation reductions to some colleges 
and increases to other colleges, the Committee further recommends providing 
transition funding adjustments to those colleges that receive allocation reductions.  
 
This recommendation was not supported by the entire committee.  Two members 
voted against it.   
 
Below is the rationale for the recommendation: 
 

 
RATIONALE TO SUPPORT CHANGES 

• All colleges should have the minimum basic funding to support operations 
and should be allowed to offer a full menu of programs and services to 
serve their communities.  

 
• The current District budget allocation is modeled on the State SB 361 

funding model. It is a revenue model based on enrollment (FTES 
generation) and decentralized budgeting in which colleges receive their 
allocations and set their own budget priorities to meet their program and 
service needs.  It does not address in a meaningful way the differences in 
expenditures among the colleges that result from a variety of factors (e.g. 
scale, program mix, square footage, acreage, utilities costs, FT/PT ratio, 
etc.).   
 

• The State funding model has provided a clear and simpler distribution of 
funds received from the State to college districts. However, this model 
has, over time, disproportionately impacted college operations in the 
following key ways:  
 
 

1. The model has contributed to the extreme variations in the 
fiscal conditions of the individual colleges, with ELAC 
carrying massive balances, several colleges chronically in debt, 
and other colleges in between. These huge differences make 
District decision-making more difficult.    

 
2. The current annual basic allocation for each college is based on 

the State’s SB 361 model for large, medium, and small colleges 
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plus $500,000 supplemental allocation for four small colleges 
and Trade-Technical College.  This basic allocation does not 
cover the minimum administrative staff and M&O costs. At the 
state level, small colleges have been exempted from the 
apportionment cuts associated with workload reductions in 
recognition of the fact that the state’s foundation grants are 
insufficient. 
 

3. The formula does not make provision for the subsequent year 
costs of collective bargaining and other mandated decisions 
(FON- Faculty Obligation Number). 

 
4. Under the current mechanism, the growth cap for all colleges is 

the same. There is no mechanism for assigning different 
growth caps to different colleges based on service area density, 
participation rates, need to grow to achieve greater economy of 
scale or other factors. (the ECDBC believes that the issue of 
differential growth rates should be taken up in the next phase 
of the DBC’s work on the LACCD allocation mechanism). 

 
 

• The recommended change to the minimum college base funding allocation 
is premised on the concept that each college will receive a minimum 
operational funding level to “open the doors” to students. 
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RECOMMENDATION: 

 
A. Increase the colleges’ basic allocation to include minimum administrative 

staffing costs and maintenance and operations (M&O) costs. 
 
Each college shall receive an annual base allocation to fully fund the 
following: 
 

1. Minimum Administrative Staffing:   
 

a. (1) President,  
b. (3) Vice  Presidents, (Academic Affairs, Student Services, 

Administrative Services) 
c. (1) Institutional Research Dean, 
d.  (1) Facilities Manager,  
e. Deans 

i. (4)   Deans => small colleges (FTES<10,000),  
ii. (8)   Deans => medium colleges (FTES >= 10,000 

and < 20,000), 
iii. (12) Deans => large colleges (FTES>= 20,000); 

 
2. Maintenance and Operations costs based on average cost per 

gross square foot 
 

After allocating the minimum base allocation in items 1 and 2 above, all remaining 
revenue (except non-resident tuition, dedicated revenue, and apprenticeship revenue) 
shall be distributed to colleges based on their proportionate share (according to funded 
FTES) of the revenue being allocated to the colleges. 
 
B. Transition Funding Adjustment

 

: The colleges that experience financial 
disadvantage (allocation reduction) as a result of the implementation of 
this change shall only be assessed 50% of the allocation reduction amount 
during the first three years of this implementation. 

 

 

Complete Allocation Simulation is provided in Attachment I (pages 12-15), 
Proposed Minimum Base Funding and M&O Costs Study; and Attachment II 
(pages 16- 22), 2012-13 Proposed Budget Allocation.  These attachments provide the 
calculation used to formulate the proposed minimum base funding and a 
comparison with the current allocation model. 
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BACKGROUND 

Since 2007, the District has allocated funds to colleges using the current District Budget 
Allocation model which was based on the State SB361 funding model. It is a 
revenue model based on enrollment and decentralized funding in which colleges 
receive their allocations and set their own budget priorities to meet their program 
and service needs.  It has served the District well by providing the colleges with 
the revenue generated from enrollment growth over the years.  State general 
revenue earned by colleges is distributed to colleges less assessments to pay for 
centralized expenditures, district office functions and services, and set-aside funds 
for contingency reserve.   
 
Changes have been made in the past to provide additional funding to increase 
college basic allocations for small colleges (H, M, SW, and W).  There was also 
an increase to the basic allocation of Los Angeles Trade-Technical College in 
recognition of the college’s high proportion of high-cost CTE programs. 
 
I. 
 

RESOURCE ALLOCATION AND FUNDING ISSUES   

Over the last five years that the District has used this funding mechanism, several 
colleges have consistently ended the year with expenditures in excess of revenue. 

 
 
 

Colleges' Open Orders and Balances     

From 2006-07 through 2010-11     
       
       

   2006-07   2007-08   2008-09   2009-10   2010-11  
       

City       1,915,173           739,648     (2,316,097)      1,927,063           2,909,368  

East     16,982,624     21,290,288     19,068,973     25,898,669         31,268,204  

Harbor        (873,408)    (3,048,065)    (2,441,782)    (1,708,181)              435,931  

Mission        (522,672)          330,418           501,312           972,270           1,413,901  

Pierce       7,564,192       8,697,811       8,454,681       9,603,360           9,785,035  

Southwest        (838,218)    (1,611,551)    (1,364,784)    (1,466,650)        (1,757,597) 

Trade-Tech          150,951     (2,079,123)          107,679       1,484,552           2,078,957  

Valley           (81,280)    (1,735,776)       (460,779)       (531,310)           (315,686) 

West        1,091,649           617,909        (596,118)          228,484           1,733,917  

ITV           116,139             31,905           107,618           248,845               400,984  
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In August 2010, the Chancellor reconvened the Fiscal Policy and Review 
Committee (FPRC), to address the state budget reduction impact on the District 
for fiscal years 2010-11 and 2011-12, and tasked the Committee with reviewing 
the budget allocation model.   
 
 
II. WHAT HAS BEEN STUDIED AND DISCUSSED?

 
  

Since March 2011, the Executive Committee of the District Budget Committee 
(formerly FPRC) has been reviewing the budget allocation model.  The 
Committee has reviewed the following analysis and information: 
 

A. 
 

Current resource allocation and funding issues.  

The following funding issues were identified for the Committee to review: 
 

1. College base allocation that may not be sufficient for college to 
operate, 

2. Growth allocation formula, 
3. District-wide assessments for centralized functions and services, 

district offices, contingency reserve, and college supplemental 
allocation to the college base, 

4. District reserve and balance policy, and 
5. College deficits and debt repayment policy. 

 
The current funding drivers (basic allocation and funding per credit, noncredit, 
and enhanced noncredit rates) under the current budget allocation model (SB361), 
and assessments (cost per funded FTES) were reviewed.   
 
2009-10 Expenditures and 2011-12 Preliminary Allocation were analyzed to 
further understanding of how the current budget mechanism distributed the 
available revenue to colleges.  Assessments were reviewed for District Office, 
Information Technology, Centralized Services, Faculty Overbase, Base 
Supplemental Allocation, and Contingency Reserve. Various funding issues such 
as equity, insufficiency, economy of scale (small colleges), and dedicated revenue 
(other) generated by colleges were also studied. A comparison of cost per FTES 
and net funding per FTES among colleges showed that several colleges received 
less funding than the projected expenditures and other colleges have a large 
balance to keep.   
 
Possible solutions are to allow colleges to grow at different rates to allow them to 
generate sufficient enrollment to cover expenses and to restrict the keeping of 
balance to a certain percentage of the college budget to control the size of college 
balances.  
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B. 

 

Analysis of Small Colleges and Resource Allocation Mechanism (Mr. 
Larry Serot Report, Consultant, November 2009, former Executive Vice 
President for the Glendale CCD) 

The Committee reviewed Mr. Serot’s report on the analysis of the current 
resource allocation mechanism used by the District and his recommendations. The 
current budget allocation funding has consistently resulted in four colleges - 
Harbor, Mission, Southwest, and West - ending the fiscal year with expenditures 
in excess of revenues.  An analysis of operating costs at the four colleges was 
made in comparison with five single-college districts and ten colleges within 
multi-college districts, as well as a comparison of costs for each college with the 
average of the other eight LACCD colleges.  A review of the workings of the 
allocation mechanism was also performed. 
 
Following are the excerpts of findings and recommendations from Mr. Larry 
Serot’s report: 
 

 
“Findings 

1. The total operating costs per FTES for three of the four colleges are not 
significantly out of line with the costs of the 15 comparison colleges.   

 
2. The instructional efficiency and productivity of the four colleges is low in 

comparison to other L.A. colleges and is a result of a failure to adequately 
budget for part-time faculty and to use the part-time faculty budget as a 
control for instructional efficiency. 

 
3. The four colleges consistently use the 1300 Object series, Teacher, 

Hourly, as a means to balance their operating budget against their budget 
allocation.  This in turn leads to regular and significant over expenditures 
in this Object series, which often results in over expending the entire 
budget. 

 
4. Staffing Costs per FTES are higher than the averages of the L.A. colleges 

and only Mission College shows a reduction in classified staff during 
fiscal years in which over expenditures have occurred. 

 
5. The four colleges should work to improve instructional productivity, 

thereby reducing costs and they should develop a comprehensive staffing 
plan that considers efficiency and recognizes their limited funding. 

 
6. The current resource allocation mechanism, based on the State’s SB 361 

model, does not adequately fund the smaller colleges.  The current 
mechanism has a number of flaws: 
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• It caps growth at all colleges at the same percentage cap as 
that received by the District.  Large Colleges such as East 
and Pierce receive more dollars than the smaller colleges. 

 
• By allocating funding on the basis of FTES that is capped, 

smaller colleges do not have the ability to grow into 
efficiency.  Colleges such as Harbor and Southwest, which 
seem to have difficulty growing, are at a constant 
disadvantage. 

 
• Treating over expenditures as loans to be paid back over 

three years has merit but the smaller colleges, which 
appear to be under funded by the formula, are placed into a 
deeper hole by such a mechanism making it even more 
difficult for them to stay within their budget.   

 
• With no efficiency or productivity component, colleges are 

driven to grow at whatever cost which creates budget 
overdrafts and a worsening efficiency.   

 
• The formula has produced a situation where several 

colleges receive funding in excess of their operating costs 
while others consistently over expend their budgets. 

 
• The formula does not make provisions for the subsequent 

year costs of collective bargaining decisions which can 
have a negative effect on colleges that are not growing. 

 
7. Colleges are allowed to establish budgets that have no internal integrity.  

This is most obvious in the consistent use of the 1300 Object accounts as 
the mechanism for balancing the budget even though historical 
expenditures clearly indicate that the budget is inadequate.  Colleges are 
then allowed to over expend these accounts with apparent impunity.  
There appears to be no disincentive to management for playing this game 
year in and year out.  Budgets lose their value as control mechanisms”. 

 

 
“Recommendations 

1. The District should re-evaluate its existing resource allocation 
mechanism.  Two options are suggested: 

• The first is to modify the existing model to make it more responsive 
to the operating costs of smaller colleges. Three modifications are 
suggested: 

  
1) Increase the “Base Allocation”, and use the same base 

for each college. 
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2) The funding assessment for the District Office, District-
wide Centralized Services, and the Contingency Reserve 
should be based on a percent of budget with larger 
colleges paying a larger percentage. 

3) Allocate growth funds in the year following the year 
earned.  Distribute growth funds to smaller colleges at 
their actual growth rate rather than the capped growth 
rate if the smaller college increases FTES through 
improved efficiency and productivity.  

 
• The second is to re-evaluate the use of a revenue based model and 

consider one that looks at costs, productivity and efficiency.  
Several suggestions are offered: 

 
1) A base allocation for each college should be constructed 

based on the determination of Full-Time Equivalent 
Faculty computed using a predetermined level of 
WSCH/FTEF, a staffing plan for all non classroom staff 
based upon an agreed upon level of efficiency, and a 
standard cost for utilities. 

2) An allocation of funds based on FTES should be used to 
distribute the remaining available funds. 

3) Allocate growth funds in the year following the year 
earned.  Distribute growth funds to smaller colleges at 
their actual growth rate rather than the capped growth 
rate if the smaller college increases FTES through 
improved efficiency and productivity.  

4) Operating deficits may be treated as alone in the first 
year, but deficits should not be accumulated.  Continuous 
deficits should be seen as a failure of management and 
corrective personnel action should be taken. 

 
2. The operating costs of the smaller colleges should be reduced by 

improving instructional efficiency and productivity and by managing non-
instructional staffing through a well thought out and conservative staffing 
plan. 

 
3. Realistic operating budgets should be developed that can be used as a 

means to control expenditures and eliminate over spending.” 
 

C. 
 

Review of Ventura CCD Budget Model 

The Committee reviewed the Ventura CCD budget model. Ventura CCD has three 
colleges and distributes its Unrestricted General Fund to various operating units 
based on the following methodology: 
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1. Fund district-wide support, such as insurance, legal, audit costs, etc., based 
on the proposed expenses (similar to funding for  LACCD ‘s Centralized 
Services) 

2. Fund utilities as district-wide costs  
3. Fund District Administrative Center (District Office) at 6.4% of available 

Unrestricted General Fund Revenue 
4. Transition funding and college initiatives set-aside funds 
5. Remainder of available revenue distributed to colleges as follows: 

- Base allocation – 15% of the revenue available for distribution and 
divided equally among colleges 

- Class schedule delivery allocation – productivity factor and full-
time faculty staffing 

- FTES adjustment and cost allocations – need to verify what this is? 
- FTES Allocation – remaining revenue distributed to colleges 

proportionate to the college’s percent of total FTES 
6. Application of carryover – allowed to carry over up to 1% of their prior 

year Unrestricted General Fund Budget 
 
A simulation of LACCD budget distribution based on the Ventura CCD budget 
model was presented and reviewed by the committee.  
 

D. 
 

Review of San Diego CCD Budget Model 

The Committee reviewed the San Diego CCD budget model.  San Diego CCD has 
three colleges and distributes its Unrestricted General Fund to various operating 
units based on the cost allocation model, as follows: 

1. Fund set-asides and reserve estimates. 
 

Set-aside amounts are approved expenditure/budget items that will 
have future impact, either in the current year or future years, and 
are known at the point of budget preparation.   
 

2. Fund District Office Department Budgets. 
 

The District Office budgets are by department.  Within each 
department, there are budgets for office operations and custodial, 
district-wide budgets.  Projections are made based on current 
position and expense information.  

 
3. Fund Campus Budgets based on the following data: 

 
• FTEF Allocations and Campus FTEF Budget Plans  
• Department Chair ESU’s, Reassign Time FTEF, and  

11-Month Contracts 
• Current Year Salary & Benefit Amounts (Contract 

Positions) 
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• Annual Rates for Adjunct, Overload, Substitutes, and 
ESU’s 

• Computing Pro-Rata Allocations 
• Determining Other Adjusting Contractual Items 
• Computing Discretionary Funding 
• Funding for Sabbatical Leaves 
• Funding for Vacant Positions 
• Funding for Faculty  Promotion 

 
 

E. 
 

Review of Los Rios CCD Budget Model 

The Committee reviewed the Los Rios CCD budget model.  Los Rios CCD 
utilizes an allocation formula that distributes funds into two categories: (1) 
Compensation Fund “Bucket” and (2) Program Development Fund.  The 
Compensation Fund “Bucket” is computed for salaries and benefits and grouped 
by bargaining unit.  The Program Development Funds are to cover operational 
costs, including utilities and district administrative costs. Base Revenues for these 
two categories are from the existing resources available in the previous year and 
are driven by the formula.  
 
New Revenue will be distributed as 80% to the Compensation Bucket to cover 
salaries and benefits; and 20% to the Program Development Fund to cover 
operating costs. 
 
The allocation model is rather complicated and requires working in cooperation 
with the bargaining units to determine the 80/20 split for funding between the two 
categories. 
 
III.  Remaining Allocation Areas Identified for Review and Change
 

  

After several months of reviewing the District’s current budget allocation formula 
and other multi-campus districts’ budget allocation formulas, the Executive 
Committee of the DBC (ECDBC) spent a significant amount of time determining 
the “appropriate” funding level for the college funding allocation.  
 
The Committee has tentatively agreed to maintain the framework of the current 
SB361 funding allocation mechanism, and has identified the following possible 
changes to the existing model to provide adequate funding for colleges to sustain 
operations: 

  
1. Increase the basic allocation to cover minimum administrative costs and 

M&O costs.  
2. Set a limited percentage of future college balances allowed to be carried 

forward. 
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3. The funding assessment for the District Office, District-wide Centralized 
Services, and the Contingency Reserve should be based on a percent of 
budget with larger colleges paying a larger percentage. 

4. Fund colleges using a differential growth rate based on an agreed-upon 
instructional growth target and productivity level rather than on the State 
capped growth rate.  

5. The operating costs of colleges should reflect efficiency and improvement 
in productivity by management of non-instructional staffing through a 
well thought-out and conservative staffing plan. 

6. Operating deficits may be treated as a loan in the first year, but deficits  
      should not be accumulated.   
 
On November 28, 2011, the ECDBC felt that it would be too much to 
implement all the suggested changes at once.  Instead, Recommendation #1 
should be implemented first, to increase the basic allocation to cover 
minimum administrative costs and M&O costs, and other recommended 
changes should be deferred for future discussion.   
 
On January 5, 2012, the Committee voted 7 to 2 votes to recommend to the 
DBC the increase of the basic allocation to cover minimum administrative 
costs and M&O costs as delineated in the Recommendation (page 3). 
 
  

 
 
 
 

 
 

 
 

 
 

 
 
 

  
 
 

 
 
  
 
 
 
 




























