
Revenue loss from the COVID-19 pandemic leads to significantly lower Proposition 98 funding for 
2020-21 and large apportionment deferrals for K-12 schools. General Fund revenues were down sharply 
through the first two quarters of 2020 due to the impact of COVID-19 on the California economy, and were 
projected to be down throughout the 2020-21 fiscal year (although recent tax receipts are better than expected). 
In the 2020 Budget Act, the state used a combination of federal relief funds, general fund reserves, loans and 
transfers among state funds, tax policy changes, and reductions in planned spending to cover the revenue 
shortfall. 

The Prop 98 Guarantee for 2020-21 is just under $71 billion, down more than $10 billion from the 2019-20 
Guarantee from the budget act last year. There were some interesting politics leading up to the final budget, with 
the Legislature pushing back more than usual on Governor Newsom’s May Revision. The compromise included 
the Legislature’s plan to avoid most direct cuts to school programs through the implementation of large K-12 
principal apportionment deferrals. Some of those deferrals may be offset if California receives additional federal 
relief funds. 

While the deferrals will create fiscal and cash-flow pressure on districts, and may present challenges for both the 
state and schools in out-year budgets, for the 2020-21 school year these deferrals are certainly easier to manage 
than drastic cuts to the local control funding formula (LCFF) and categorical funding. For K-12 education, the goal 
of the 2020 Budget Act and trailer bills was to essentially keep program funding at the same level as last year. In 
addition, the state utilized a significant amount of one-time federal funds to provide some additional resources for 
costs related to COVID-19 and for measures to mitigate learning loss due to the pandemic. 

2020-21 K-12 Budget. Senate Bill (SB) 98 is the K-12 education omnibus trailer bill, meaning it includes many 
K-12 appropriations and policy changes that go along with the main budget bill, which is SB 74. Other significant 
K-12 trailer bills include SB 117 and SB 820 (the “clean-up” trailer bill that came after the initial budget package 
was adopted). Please note that all of the budget bills, discussed here and described below, took effect 
immediately upon signature of the Governor as opposed to typical bills that take effect January 1 of the next year. 
Following are some of the highlights of the K-12 portions of the budget bill package:

 

Deferrals and potential offsets – The budget implements large deferrals of payments of the principal 
apportionment from the 2020-21 fiscal year (FY) into the 2021-22 FY. Specifically, the following actions move 
funds across fiscal years but within the 2021 calendar year: 
  

• From June to July ($2.38 billion - $1.85 billion of this amount repeats the 2019-20 FY deferral from 
June to July in the 2020-21 FY, and an additional $524.9 million is added)  

• From May to August ($2.38 billion) 
• From April to September ($2.38 billion) 
• From March to October ($2.38 billion) 
• From February to November ($1.54 billion) 
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This amounts to about $11 billion in deferrals from the 2020-21 FY to the 2021-22 FY. Almost $6 billion of these 
deferrals could be rescinded if additional federal funds become available from another stimulus or relief package. If 
the state receives at least $14 billion in federal funds, $5.8 billion of K-12 deferrals would be offset, with a 
proportionately lower amount offset if the state receives less than $14 billion. The earliest deferrals would be offset 
first, starting with February 2021. The odds for any quick action on a federal stimulus package are now very 
remote, but anything provided within this fiscal year would still be helpful. 

Finally, school districts will need to take various measures to handle the impacts of the deferrals, including 
spending down reserves, obtaining loans and/or bridge funding, implementing temporary or permanent cuts, etc. 
The budget does include a hardship exemption from the deferral for local educational agencies (LEAs) that meet 
specific criteria. We have also had some initial conversations with the State Treasurer and State Controller to 
explore assistance for school districts that have greater challenges mitigating the impacts of the deferrals. 
 

LCFF Funding and No COLA – The budget retains LCFF base grant funding at exactly the 2019-20 level and 
provides a zero cost-of-living-adjustment (COLA) for 2020-21, which is fairly welcome after the dramatic 
reductions proposed in the May Revision. The bill also establishes a zero COLA for categorical programs that 
would normally receive a statutory COLA. California schools are still chronically under-funded compared with most 
other schools in the nation.


ADA Hold-Harmless – Addressing a major concern for many LEAs about the potential impact of the pandemic 
on school enrollment and student average daily attendance (ADA), SB 98 contained an ADA hold-harmless to 
protect LEAs from revenue loss if ADA is lower in this school year compared to last school year. Specifically, SB 98 
included language that ADA for LEAs in 2020-21 shall be based on 2019-20 ADA reported at the second 
apportionment period (P2) for all full school months from July 1, 2019 to February 29, 2020. However, the bill did 
not include an opportunity for increased funding if ADA or enrollment grows compared to last year. That issue was 
later addressed in SB 820. 


ADA/Enrollment Growth – SB 820 allows for some ADA or enrollment growth for LEAs (except nonclassroom-
based charters) in the 2020-21 school year. The bill provides increased apportionments for LEAs if either the 
2020-21 budget adopted by the LEA’s governing board on or before June 30, 2020 or the LEA’s adopted 
2019-20 second interim report explicitly show projected growth in overall pupil enrollment or ADA from its actual 
2019-20 level to that projected 2020-21 level. Growth is capped by the certified enrollment of the LEA on census 
day (October 7, 2020) as reported in CalPADS, reduced by the statewide average rate of absence as calculated 
by the California Department of Education (CDE) for the prior fiscal year. 

One outstanding issue is the negative impact on LEAs which may have conservatively projected ADA or 
enrollment for 2020-21 and then received an influx of students prior to census day. Given the ADA hold-harmless 
described above, the state obviously has an interest in not having to pay for ADA or enrollment twice if students 
are moving between schools in different districts. However, some LEAs did see significant growth over the 
Summer and early Fall, perhaps because of movement related to COVID-19 and the resulting recession and/or 
wildfires. We expect discussions to continue on this issue and on possible resolutions.  

Instructional Time/Distance Learning – Anticipating major changes to school operations based on COVID-19 
risks to students and staff, the budget includes a number of new provisions related to instructional time and 
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distance learning. There is no waiver of the minimum number of school days requirement (generally 180 days), but 
an LEA may meet the minimum number of days through a combination of in-person and distance learning. An 
LEA may meet the number of instructional minutes required for each grade level through a combination of in-
person instruction under the direct supervision of a certificated employee, or through the time value of 
assignments as determined by a certificated employee. While in-person instruction should be offered to the 
greatest extent possible, distance learning at an LEA or schoolwide level is allowed as a result of an order or 
guidance from a state or local public health officer. Since the Budget Act was adopted, the Governor’s Office, the 
California Department of Public Health (CDPH) and CDE have issued additional guidance related to school 
reopening. The CDE has also provided guidance for LEAs regarding how to meet various participation and 
engagement tracking and instructional time requirements provided in the budget bills.

 

Learning Loss Mitigation Funding – The budget includes $5.3 billion in one-time funding for LEAs to mitigate 
learning loss related to COVID-19. About $5 billion comes from federal funds (mostly Coronavirus Relief Funds) 
and $540 million is from the state General Fund. The funds are allocated in three ways: $1.5 billion is allocated to 
LEAs based on 2019-20 special education enrollment, $2.9 billion is allocated to LEAs in proportion to their 
2019-20 combined supplemental and concentration grant funding, and nearly $1 billion is provided to LEAs in 
proportion to their 2019-20 LCFF entitlement. The use of these funds is generally fairly flexible, although a nexus 
to COVID-19 and/or learning loss is required, and certain timelines for expenditures need to be met. SB 820 
provided some additional flexibility on the timelines for most of these expenditures.

 

Special Education – Governor Newsom and the Legislature continue to prioritize funding for special education, 
with an increase for 2020-21 of $645 million. Of this amount, $545 million will increase the base rate hold-
harmless level to $625 per ADA, and $100 million is provided for a low-incidence pool increase. Most LEAs would 
agree that much work remains to be done to address shortcomings with special education funding, and the 
COVID-19 pandemic has posed significant new challenges in providing programs and services for our special 
education students.

 

Supplemental Prop 98 Payments – The final budget includes language, consistent with the May Revision, to 
provide supplemental payments above the Prop 98 guarantee, starting in fiscal year 2021-22, in the amount of 
1.5% of General Fund revenues. These supplemental payments would be made until they reached a total of 
roughly $13 billion. While the Governor and Legislature should be commended for this effort to provide schools 
additional funding above the constitutional minimum, there are concerns that insufficient revenue growth 
combined with large deferral obligations could make it difficult to meet this commitment.

 

School Employer Contribution Rates for CalPERS and CalSTRS – The budget redirects $2.3 billion from the 
2019 Budget Act that was meant to reduce the long-term unfunded liability in these programs, and instead 
provides employer contribution rate relief in 2020-21 and 2021-22. This action effectively reduced the employer 
contribution rates for each of these two years by about 2% in both programs compared to what was projected 
last year. There are, of course, some trade-offs between short-term and long-term employer contribution relief, 
and this issue may need to be revisited in a couple of years.


Certificated Employee Summer Layoffs – The budget includes language that eliminates the authority, for 
2020-21, to layoff certificated employees by August 15 based on receiving less than a 2% increase in LCFF 
funding. Taken together with the ADA hold-harmless described above, this action is consistent with the 
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Governor's Executive Order in the early stages of the pandemic, when LEAs continued to receive funding despite 
the necessary school closures. 

 

Classified Layoffs – During fiscal year 2020-21, budget provisions also prohibit termination of classified 
employees in positions related to nutrition, transportation or custodial services.

 

Williams Act Site Visits – SB 820 waives or modifies certain provisions of the Williams Act during the portion of 
the 2019–20 school year in which schools were closed due to the COVID-19 pandemic and for the 2020–21 
school year. For the required annual reports, a county superintendent of schools is authorized to rely on 
information obtained through means other than a physical visit to the schoolsite, including surveys, and the bill 
waives the requirement to annually visit those low-performing schools from March 2020 to June 2021, during the 
period of time the school is not offering in-person instruction.

 

Accountability - In lieu of their normal local control accountability plans (LCAPs), for the 2020-21 school year, 
LEAs are required to adopt Learning Continuity Plans (LCPs) by September 30, 2020 and a budget overview for 
parents by December 15, 2020. The State Superintendent of Public Instruction (SPI) is required to update the 
template and instructions for the budget overview for parents to align it with an LEA’s LCP. Specifically, the 
updated template must specify the amount of federal funds allocated to an LEA under the CARES Act, replace the 
requirement to report the total projected general fund expenditures for the ensuring fiscal year with the total 
budgeted expenditures, and replace the total budgeted expenditures for the ensuring fiscal year on the planned 
actions and services to meet the goals included in the LEA’s LCAP with the total budgeted expenditures that 
contribute to increased or improved services for unduplicated students in the LCP. 
 

Bill to restrict the use of unspent supplemental and concentration grant funds is vetoed, but Governor 
intends to propose a similar policy in his January Budget. In a bit of a surprise, Governor Newsom vetoed 

Assembly Bill (AB) 1835 by Assembly Member Shirley Weber (D-San Diego). AB 1835 was introduced in 
response to a LCFF audit of three different LEAs across the state. Among other things, the audit found that 
unspent supplemental and concentration grant dollars in one budget year were being rolled over to the LEA’s next 
budget year as general fund. AB 1835 would have changed the way LEAs must handle their unspent 
supplemental and concentration grant dollars. The provisions of the bill would have specified that: 

• LEAs must identify unspent supplemental and concentration grant dollars and annually reconcile and 
report to CDE estimated and actual expenditures of those dollars. 

• Supplemental and concentration grant dollars are to be restricted and must continue to be spent to 
increase or improve services for unduplicated pupils. 

• LEAs must report the amounts of unspent supplemental and concentration grant dollars in their 
LCAPs. 

The reason the veto was unexpected is that the bill flew through the legislative process without amendments. 
However, school leaders expressed some concerns with potentially limiting an LEA’s fiscal flexibility during an 
economic downturn, and the Department of Finance also expressed some skepticism. 

In his veto message the Governor stated: 
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“I deeply support the underlying goal of this bill – to ensure that unspent Local Control Funding Formula 
supplemental and concentration grant funds are expended on services for our most vulnerable students – 
and I applaud Dr. Weber for her continued leadership… There is a simpler solution that allows us to 
address the objectives of AB 1835 much sooner and with more transparency. Therefore, I am directing the 
Department of Finance to propose language as part of my budget in January… I look forward to working 
with Dr. Weber and the Legislature to implement this requirement in next year’s budget.” 

____________________________________________________________________________________________________________ 

The Governor signed the following school finance bills: 

Public Contracts 

AB 2231 (Kalra) - Public works. 
AB 2231 defines a public subsidy as de minimis for the purpose of paying the prevailing wage in private projects if 
it is both less than $600,000 and less than 2% of the total project cost for bids advertised or contracts awarded 
after July 1, 2021. If the subsidy is for a residential project consisting entirely of single family dwellings, the subsidy 
is de minimis so long as it is less than 2% of the total project cost. This would allow a developer, if they choose to 
seek and/or accept a public subsidy, to know if the Prevailing Wage Act applies to the project.  
Chapter 346, Statutes of 2020 

AB 2311 (Low) - Public contracts: skilled and trained workforce requirement: notice. 
This bill requires a public entity, when the use of a skilled and trained workforce to complete a contract or project 
is required, to include in all bid documents and construction contracts a notice that the project is subject to the 
skilled and trained workforce requirement. This bill also states that the failure to provide such notice does not 
excuse a public entity, bidder, or contractor from complying with the skilled and trained workforce requirement. 
Chapter 347, Statutes of 2020

AB 2765 (O'Donnell) - Public works: prevailing wages. 
AB 2765 expands the definition of “public works,” for the purposes of provisions relating to the prevailing rate of 
per diem wages, to also include any construction, alteration, demolition, installation, or repair work done under 
private contract on a project for a charter school, when the project is paid for, in whole or in part, with the 
proceeds of conduit revenue bonds that were issued on or after January 1, 2021.  
Chapter 355, Statues of 2020 

Budget and Trailer Bills 

AB 76 (Committee on Budget) - Education finance: apportionments. 
This bill includes both the K-12 and community college deferrals from 2019-20 to 2020-21, which have the effect 
of lowering the Proposition 98 Guarantee in 2019-20. Specifically, the bill defers $1,850,377,000 in payments for 
K-12 education from June 2020 to July 2020, reducing apportionments for the Proposition 98 Guarantee by this 
amount in 2019-20 and instead counting those apportionments for the 2020-21 Proposition 98 Guarantee. For 
community colleges, it defers $330 million from 2019-20 to 2020-21 and creates a hardship exemption from this 
deferral. The bill also uses Prop 98 settle-up funds from prior years to fund a portion of the LCFF obligation in 
2019-20. 
Chapter 5, Statutes of 2020 

AB 84 (Committee on Budget) - Public employment and retirement. 
AB 84 implements the provisions of the 2020 Budget Act, which redirect $2.3 billion from the 2019 Budget Act 
that was meant to reduce the long-term unfunded liability for school employers in the California State Teachers’ 
Retirement System (CalSTRS) and the California Public Employee Retirement System (CalPERS), and instead 
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provides employer contribution rate relief in 2020-21 and 2021-22. This action effectively reduced the employer 
contribution rates for each of these two years by about 2% in both programs compared to what was projected 
last year. 
Chapter 16, Statutes of 2020 

AB 89 (Ting) - Budget Act of 2020. 
Termed the Budget Bill Junior, AB 89 makes technical and substantive changes to SB 74, the Budget Act of 
2020. The changes made include shifting from the Legislature’s “trigger down” approach (i.e. including funding in 
the budget that would be reduced only if additional federal funds were not received by September 1, 2020) to a 
“trigger up” approach (i.e. only providing funding or augmenting programs if additional federal funds are received 
by October 15, 2020) and eliminating the $100 million reduction to the After School Education and Safety (ASES) 
Program. 
Chapter 7, Statutes of 2020 

SB 74 (Mitchell) - Budget Act of 2020. 
This is the main 2020 Budget Act bill that contains most of the appropriations to fund government activity for 
2020-21. 
Chapter 6, Statutes of 2020 

SB 98 (Committee on Budget and Fiscal Review) - Education finance: education omnibus budget trailer 
bill. 
SB 98 is the K-12 education omnibus bill that includes many K-12 appropriations and policy changes that go 
along with the main 2020-21 budget bill (SB 74). 
Chapter 24, Statutes of 2020  

SB 117 (Committee on Budget and Fiscal Review) - Education finance: average daily attendance and 
timeline waivers: protective equipment and cleaning appropriation: COVID–19. 
This bill, passed in March, provided various measures, consistent with Governor Newsom's Executive Orders,  to  
continue to fully fund LEAs for the 2019-20 school year despite the school closures caused by the COVID-19 
pandemic. The bill also provided some funding for personal protective equipment and cleaning. 
Chapter 3, Statutes of 2020 

SB 820 (Committee on Budget and Fiscal Review) - Education finance. 
SB 820 is the "clean-up" education trailer bill which includes, among other things, provisions for LEAs to receive  
ADA/enrollment growth for 2020-21, extensions of timelines for learning loss mitigation funds, and modifications to 
the William's school site visit requirements for 2020-21. 
Chapter 110, Statutes of 2020 
____________________________________________________________________________________________________________ 

Capitol Advisors Group has produced a set of comprehensive client briefs detailing new education laws that were passed by the 
Legislature and signed into law by Governor Newsom in 2020. Each brief is organized by subject area and includes an executive 
summary highlighting major changes we think you should know about. Bills signed by the Governor take effect on January 1, 
2021, unless the bill specifically states otherwise (e.g., budget bills).
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