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Questions and Answers from November Council - Budget & Finance

• Questions from November College Council 
• Provide explanation of the IRS liability
• What will be the impact of next year’s predictions on the delayed tax filing on the State Budget? (January timeline, 

May Revise, June/July approval, etc.)
• What is the impact of the Legislative Analyst’s Office (LAO) predictions?
• What cost-savings strategies is the District considering, to counter budget shortfalls? 
• What is the District's timeline for implementation of its cost-saving strategies?
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Provide explanation of the IRS liability

There are 2 outstanding issues – 1) TIN/SSN payments and 2) Employer Health Payments. Payments to the Internal 
Revenue Service (IRS) are due or potentially due once negotiations are eventually completed at an unknown future 
date. 

1) Payments related to incorrect TIN/SSN information for tax years 2017, 2020, and 2021 which 
includes assessed penalties and interest. This Fund 11 expense is $191,428.19 and is on the December 2023 
Board Agenda for immediate payment to the IRS as current year payment with no reserves set aside. 

2) Payments related to failure to file timely returns associated with Employer Provided Health Insurance 
Information for tax years 2018 and 2019, totaling approximately $4,006,346.75. These penalties and interest 
are currently tolled as a result of directing Parker & Covert, LLP. to file appeals with the IRS in late 2022. The 
IRS has not yet responded to the filings. A reserve accrual of $3,000,000 was set aside for this possible 
payment.

3) Analysis and discussion of the long-standing issue, resulted in procedural changes and new software which 
were implemented in late 2022, which minimizes the total value of penalties and resulting interest charges. 
However, the nature of the data from which the penalties are calculated, will not have 100% 
accuracy. Therefore, future penalties will still occur albeit, at a significantly smaller amounts.
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What will be the impact of next year’s predictions on the delayed tax 
filing on the State Budget? (January timeline, May Revise, June/July 
approval, etc.)

In response to State disasters in 2021 and 2022 the State and Federal governments delayed filing dates for 
tax payments due. Since then tax revenues have not materialized as initially planned for. It is important to 
realize that it is not an issue of delayed tax filings and payments but the fact is tax revenues are significantly 
lagging budget projections – the tax revenues are not being received.

Indications are that the State expects to be $68 million short on revenue for the combined fiscal years of 
2022-23, 2023-24 and 2024-25. The State has options to use the Prop 98 Reserve to shore up this projected 
shortfall, but in the process it would exhaust this reserve and lose the flexibility to mitigate future shortfalls. 
The situation is dynamic and it is difficult to predict which course the State will take. 

The 2024-25 Governor’s Budget proposal should provide information and direction on this issue.



4

What is the impact of the Legislative Analyst’s Office (LAO) predictions?

School Services  of California Fiscal Outlook posted December 7, 2023 …. “estimates that the state 
(California) faces a $68 billion deficit over the three-year period covering 2022-23 to 2024-25.”
The State is expecting a significant and ongoing reduction in Revenues ($68 Billion for 2022-23, 2023-
24 and 2024-25 combined) and the resulting reduction to revenues projected for the Prop 98 funding 
guarantee, which provides for approximately 40% of state revenues to be directed to K-14 education. 
K-12 typically receives 89% of this wile roughly 11% of Prop 98 revenues are distributed to 
Community Colleges. If the predictions materialize as these are currently projected, Prop 98 Revenues 
could be reduced by $15.4 Billion for fiscal years 2022-23, 2023-24, and 2024-25. 

A reference point:
California faces record $68 billion budget deficit, nonpartisan legislative analyst says (msn.com)

https://www.msn.com/en-us/news/us/california-faces-record-68-billion-budget-deficit-nonpartisan-legislative-analyst-says/ar-AA1l9TjO?ocid=entnewsntp&pc=U531&cvid=5e602d20633744548d7d76c76798ec08&ei=42


5

What revenues have the rentals (athletics, theatrical, non-theatrical venue -
filming) generated for the District?
1 - Where is that revenue reflected in the Budget Presentation/line item? 
2 - Revenues generated for the last four fiscal years.
3 - How much revenue was lost due to impact from SAG-AFTRA strike? 

Athletics and Fine Arts Revenues are reflected in object 48890 in Fund 79 as these are Auxiliary Activities conducted by students and staff and are typically just 
enough to cover the associated expenses of staging the events for which revenues are received.

Use of Facilities Revenues for filming, etc. are reflected in object 48850, Fund 11 on the budget document. A significant portion of the revenues are paid to ECC 
employees for additional work associated with the various rental activities.

As facilities rentals are a demand and available area proposition there is no way to specifically identify the loss of revenue to the District as a result of the strike. 
However, indications are this revenue is projecting at about ½ of fiscal year 22-23.
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Budget Status – what cost savings strategies is the District considering?

Budget Strategies Leadership Meeting
12/15/23

1. Welcome and Introductions – Lopez & Stephenson
2. Charge – Lopez & Stephenson
3. Current Budget News and Context - Suppelsa
4. Develop Initial Budget Reduction Principles - All

a. Keep Budget Reductions Away from Students 
b. Communicate Clearly and Operate with Transparency Related to the Budget and Reductions
c. Retention of Permanent Employees
d. Critically Review All Current Expenditures for Potential Reduction

5. Recommend a Committee or Taskforce for Specific Budget Reduction Strategies – All
6. Next Meeting and Steps

Please review the information in the link below prior to the meeting:
California faces record $68 billion budget deficit, nonpartisan legislative analyst says (msn.com)

https://www.msn.com/en-us/news/us/california-faces-record-68-billion-budget-deficit-nonpartisan-legislative-analyst-says/ar-AA1l9TjO?ocid=entnewsntp&pc=U531&cvid=5e602d20633744548d7d76c76798ec08&ei=42
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What is the District's timeline for implementation of its cost-saving 
strategies?

District has been discussing and implementing cost savings since July 1, 2023.
1. Position control is a weekly discussion at Cabinet

1. Cancelation of 30+ positions that were budgeted in the adopted budget for 23-24 saving $2,081,557
2. Positions still open but not staffed since the adopted budget for 23-24 saving $2,701,777

2. Operating decisions that have increased expenditures – 23-24 Resource allocations $761,078

3. Net cost savings since July 1, 2023 $4,022,256

4. Budget Strategies Leadership Committee – first meeting was held December 15, 2023

5. While recent discussion regarding budget shortfalls at the state level has started, the District was fully 
aware and statused at the adopted budget for 23-24 that it was deficit spending for 23-24 and 
projections for 24-25 and some combination of expense reductions, revenue increases and spending 
from accumulated reserves was/is required to reach required financial reserves.
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