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DEPARTMENT OF EDUCATION

Item 6100 from the General
Fund and various funds

Budget p. E 1

Requested 1984-85.......covveivrvmrrvereinene

$10,036,215,000

Estimated 1983-84.... 9,224 875,000
ActUal 198283 ...ttt resrsressn et nsenns 8,366,969,000
Requested increase (excluding amount
for salary increases) $811,340,000 (+48.8 percent)
Total recommended redUCHOn ......ccccevveveenerresirrecrcenresine 51,692,000
Recommendation pending 63,578,000
1984-85 FUNDING BY ITEM AND SOURCE
Item Description Fund Amount
6100-001-001—Main support General $26,195,000
6100-001-140—Environmental education adminis- Environmental License 106,000
tration Plate
6100-001-178—School bus driver instruction Driver Training Penalty As- 317,000
sessment
6100-001-305—Private postsecondary education Private Postsecondary Ad- 719,000
ministration
6100-001-344—School facilities planning State School Building 596,000
Lease-Purchase ’
6100-001-680—Surplus property agency Surplus Property Revolving 26,998,000
6100-001-890—Federal support Federal Trust 32,829,000
6100-006-001—Special schools General 31,921,000
6100-007-001—Special schools student transporta-  General 503,000
tion
6100-011-001—Library support General 7,215,000
6100-011-890—Library federal support Federal Trust 1,593,000
6100-015-001—Instructional materials warehousing General 253,000
and shipping
6100-101-001—School apportionments General 6,348,720,000
6100-101-890—Federal block grant Federal Trust 35,718,000
6100-101-945—Child nutrition State Child Nutrition (26,803,000)
6100-106-001—County schools General 77,020,000
6100-107-001—Education Improvement Incentive ~ General 15,000,000
Program . ) ] .
6100-109-001—High schiool pupil counseling General 6,600,000
6100-111-001—Home-to-School Transportation General 250,173,000
6100-114-001—Court mandate reimbursement General 154,416,000
6100-116-001—School Improvement Program General 182,757,000
6100-118-001—Vocational education student orga- - General 500,000
nizations
6100-119-001—Opportunity classes/specialized General 6,885,000
scondary schools/foster youth services
6100-121-001—Economic Impact Aid General 182,041,000
6100-124-001—Gifted and Talented Education General 17,848,000
6100-126-001—Miller-Unruh Reading Program General 17,153,000
6100-131-001—Native American Indian Education  General 337,000
6100-136-890—Federal ECIA Chapter 1 Federal Trust 297,413,000
6100-141-890--Migrant education Federal Trust 63,442,000
6100-146-001—Demonstration programs in read- General 3,771,000
ing and math
6100-151-001-—American Indian Education Cen- General 795,000

ters
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6100-156-001—Adult education
6100-156-890—Federal adult education
6100-158-001—Adults in correctional facilities
6100-161-001—Special education
6100-161-890—Federal special education
6100-166-001—Federal Job Training Partnership
Act
6100-166-890—Vocational education
6100-171-178—Driver training

6100-176-890—Transition program for refugees
6100-181-001—Educational technology
.6100-181-140—Environmental education

6100-186-001—Instructional materials
6100-187-001—Instructional materials, 9-12
6100-191-001—Staff development
6100-192-001—Mathematics, Engineering, Science
Achievement
6100-196-001—Child development
6100-196-890—Federal child development
6100-201-001—Child nutrition
6100-201-890—Federal child nutrition
6100-206-001—Urban Impact Aid
6100-207-001--Meade Aid
6100-211-001—Library local assistance
6100-211-890—Federal library local assistance
6100-221-001—Public Library Foundation Pro-

gram

6100-222-001—Youth Suicide Prevention Program

6100-224-001 —Alternatives to new construction
6100-226-001—Cost-of-living increases

) Total

Funding Source:

General

Federal Trust

Environmental License Plate

Driver Training Penalty Assessment

Private Postsecondary Administration

State School Building Lease-Purchase

Surplus Property Revolving

State Child Nutrition

General
Federal Trust
General
General
Federal Trust
Federal Trust

Federal Trust

Driver Training Penalty As-
sessment

Federal Trust

General
Environmental License
Plate

General

General

General

General

General
Federal Trust
General
Federal Trust
General
General
General
Federal Trust
General

General
General
General

Item 6100

162,685,000
9,288,000
1,271,000

683,217,000

89,522,000

57,152,000
17,336,000

5,565,000
6,672,000
394,000

58,967,000
17,835,000
66,329,000

1,351,000

963,459,000
1,957,000
96,803,000
322,590,000
70,699,000
9,646,000
7,000,000
6,162,000
12,000,000

300,000
7,687,000
340,494,000

$10,036,215,000

$9,066,518,000
923,231,000
500,000
17,653,000
715,000
596,000
26,998,000
(26,803,000)
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’ - Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page
School Appeortionments o

1. Index for Cost-of-Living Adjustment. Recommend enact- 1486
ment of legislation specifying that an annual inflation ad-
justment shall be made to revenue limits based on the ratio
of the Immplicit Price Deflator for State and Local Govern-
ment Purchases in the preceding calendar year to the de-
flator in the year before the preceding calendar year.

2. Public Employees’ Retirement System (PERS) Contribu- 1487
tions. Recommend that the Department of Finance ex-
plain to the fiscal committees why the budget does not
provide funding to increase school district revenue limits
t% reflect termination of the PERS reduction pursuant to
SB 813.

3. Apprenticeship Programs. Reduce Item 6100-101-001 by 1488
$877,000 and reduce Item 6100-226-001 by $123,000.
Recommend (1) adoption of Budget Bill language that
defines the instructional hour as 60 minutes, including pass-
ing time of up to 10 minutes, for purposes of funding relat- -
ed and supplemental instruction for apprenticeship
programs, because current law has been .interpreted in
such a way as to provide an unjustified COLA and (2)
deletion ofy funds to reflect adoption of the proposed lan-
guage.

4. Incentives for Longer School Day and Year. Reduce Item 1493
6100-101-001 by $8,500,000. Recommend reduction . in
the amount budgeted for incentive gayments to increase
the length of the school day and year because the proposed
funding level exceeds the program’s requirements. -

5. Minimum Teachers’ Salaries. Reduce Item 6100-101-001 by 1494
$11,600,000. Recommend reduction in the amount
budgeted for increasing minimum teachers’ salaries, to re-
flect revised estimates of the program’s funding require-
ments. ' v

6. Teacher Salary Schedule Adjustments. Recommend adop- 1495
tion of Budget Bill language requiring school districts and
county offices of education, as a condition of receiving -
reimbursements for increasing minimum teachers’ sala-
ries, to adjust their salary schedules to reflect the new
minimum salaries actually paid.

7. Summer School COLA. Reduce Item 6100-101-001 by $1,- 1496
758,000. Recommend reduction in the apFropriation for .
'K-12 apportionments because the COLAs for regular and
supglemental summer school programs are double-budg-
eted. i

8. Supplemental Summer School COLA. Reduce Item 6100- 1496

- 226-001 by $1231,000. Recommend deletion of the '
amount provided as a COLA for new supplemental sum-
mer school programs in math and science}});)ecause a COLA
for this program is not justified. _

9. Supplemental Summer School Enrollment. Recommend - 1497

-
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adoption of Budget Bill language that limits the number of
hours of supplemental summer school instruction a district
may claim for purposes of school apportionments to 136
hours per pupil times 5 percent of the district’s enrollment,
in order to provide an effective limit on state costs.

Other General Education Programs

10. County -Offices of Education. Recommend adoption of 1499
Budget Bill language requiring county offices of education
to revert to the School Employees Fund all unexpended
balances of funds allocated for unemployment insurance
claims administration.

11. Juvenile Hall Programs. Recommend adoption of Budget 1500
Bill language allocating inflation allowances in such a wa
as to provide an equal dollar amount per ADA for eac
juvenile hall program.

12. Urban Im gact Aid. Recommend adoption of Budget Bill 1501
language directing the Superintendent of Public Instruc-
tion to determine nonunified school districts’ eligibility for,
and allocation of, Urban Impact Aid based on (1) average
daily attendance in 1983-84, (2) the number of AFDC chil-
dren in the district in 1983-84, and (3) data from the most
recent Racial and Ethnic Survey.

Programs to Improve Classroom Instruction

13. Education Improvement Incentive Program (EIIP) Fund- 1506
ing. ‘Reduce. Item 6100-107-001 by $7,800,000. Recom- \
‘mend reduction because the amount pr osed exceeds the
reasonable requirements for a pilot stu(f

14. EIIP Incentive Payments. Recommend adoption of 1506
Budget Bill language directing the State Department of
Education to deve%op, and disseminate to participating -
schools; a schedule of payments showing the amount of
fundmg per pupil to which a school shall be entitled for
given increases in its students’ test scores.

15. Institute for Computer Technology (ICT). Recommend 1509
enactment of legislation to clarify that Regional Occupa-
tional Centers and Programs (ROC/Ps) and adult schools
may contract with ICTs to operate classes, and that school
districts may claim ADA .credit for ICT classes. Further
recommend adoption of supplemental report language
relating to ICT classes.

16. Specialized Secondary Programs. Recommend adoption of 1511

--supplemental report language expressing the Legislature’s
intent that (1) specialized secondary programs be funded
annually for three years as pilot projects, (2) an evaluation
of the programs be initiated in 1985-86, and (3) continua-
tion of funding for the programs beyond 1986-87 be made
contingent upon a review of the results of the evaluation.

17. Opportunity Classes. Recommend adoption of Budget Bill 1512
language requiring that funding for expansion of opportu-
nity classes be based on average daily attendance (ADA)
rather than headcount enrollment.

18. Instructional Materials (Grades K-8). Reduce Item 6100- 1314
186-001 by $685,000. Recommend reduction in the ap-
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propriation for instructional materials in grades K-8 be-
cause the budget does not account for $685,000 in projected
current-year unexpended balances that will be available
for expenditure in 1984-85.

19. Instructional Materials (Grades 9-12). Recommend that 1515
Department of Finance explain at budget hearings an ap- '
parent $396,000 underfunding for instructional materialsin
grades 9-12.

20. Instructional Materials Ordering Process. Reduce Item 1515
6100-001-001 by $418,000, reduce Item 6100-186-001 by $4,-
078,000, and reduce Item 6100-226-001 by $122,000. Rec-
ommend adoption of Budget Bill language (1) allocating
all instructional materials funds directly to local education
agencies prior to September 15, 1984, and (2) requiring
districts that order textbooks through the state to reim-
burse the state for the administrative costs of providing this
service, thereby facilitating a fair comparison of the two
systems for ordering textbooks and allowing a General
Fund savings of $418,000. Further recommen(f $4.2 million
reduction in the appropriation for instructional materials
in grades K-8 in order to reflect the estimated loss in Gen-
eral Fund income to the state (and corresponding gain to
local sehool districts) resulting from (1) above.

21. Instructional Materials Review Process. Recommend 1517
adoption of supplemental report language directing the
State Board of Education to (1) disseminate to school dis-
tricts the Curriculum Commission’s report on textbooks
recominended for adoption and (2) require the commis-
sion to include in its report a summary of negative recom-
mendations made by Instructional Materials Evaluation
Panels. ‘

22. Instructional Materials Warehousing and Shipping. 1518
Withhold recommendation on the proposed $253,000 Gen-
eral Fund appropriation for warehousing and shipping,
pending the receipt of additional information concerning
workload.

Programs to Strengthen Teaching and Administration

23. Mentor Teacher Program. Recommend adoption of 1521
supplemental report language directing the State Depart-
ment of Education to report to the Joint Legislative Budget
Committee and the fiscal committees on the duties per-

. formed by mentor teachers, ’

24. Administrator Training and Evaluation Program. Reduce 1522
Ttem &100-191-001 by $500,000. . Recommend adoption of
Budget Bill language allocating $100,000 per center to pro-
vide for the establishment of one administrator training
center in each Teacher Education and Computer Center
region, contingent upon matching local funds. '

25. Pilot Projects for Administration and Management. 1524
Recormmend adoption of supplemental report languagere-
quirinng the Department of Education to evaluate, or con-
tract for the evaluation of, the pilot projects for
admirzistrative personnel and management. ’
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Special Education ' '

26. Special Education Utilization Standards. Recommend 1528
adoption of Budget Bill language requiring the Depart-
ment of Education to reallocate underutilized special edu-
cation instructional units to Special Education Local Plan
Areas (SELPAs) that can demonstrate a need for addition-
al units, A

27. Licensed Children’s Institutions (LCIS). Recommend 1536
adoption of Budget Bill language directing the Depart-
ment of Education to require local education agencies to
meet the class utilization standards adopted in SB 769 (Ch
1094/81) before authorizing additional state-funded in-
structional units to serve students from LCIs. v

28. Special Education Infant Programs. Recommend that 1537
no funds be provided forthe expansion of special education
infant programs because the Department of Education has
provided no data to show that an expansion is warranted.

Other Specialized Education Programs

29. Outreach Programs. Recommend adoption of supple- 1548
mental report language requiring the Department of Edu-
cation'to report on the merits of consolidating the MESA,
University and College Opportunities, and California Aca-
demic Partnership programs.

30. Driver Training. Reduce Item 6100-171-178 by $3,630,000 1550
from the Driver Training Penalty Assessment Fund.

. Recommend reduction to reflect declining enrollment in
the program. * '

31. Federal Block Grant. Withhold recommendation on 1554
the proposed appropriation of $35,718,000 in federal block
grant (ECIA Chapter 2) funds, pending receipt of an ex-
penditure plan from the State Department of Education.

State and Court Mandates '

32. Court Mandate Reimbursement Underfunding. Recom- 1557
mend that the Department of Finance comment during
budget hearings on an apparent $26.4 million underfund-
ing of court mandate reimbursement claims in 1984-85.

. Ancillary Support for K-12 Education

33. Transportation of Special Education Pupils. Recom- 1560
mend adoption of Budget Bill language allowing home-to-
school transportation allowances to be used for providing
special education “related services” that are required by a
pupil’s individualized education program.

34. Transportation Fund. Recommend enactment of legis- 1561
lation permitting school districts and county offices of edu-
cation to establish a general fund restricted account for
transportation allowances instead of using a separate trans- .
portation fund.

35. Constitutional Amendment. Recommend enactment of 1568
legislation to place a constitutional amendment on the No-
vember 1984 election ballot authorizing local voters to as-
sess special property tax rates to fund debt service for local
schoo! construction bonds.

36. Hardship Apportionments. Recommend adoption of 1571
Budget Bill language increasing, in 1984-85 only, the
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amount of funds which the State Allocation Board may
reserve from the State School Deferred Maintenance Fund
for “hardship apportionments” to school districts ex-

. perieneing critical deferred maintenance needs.

37.

38.

Alternatives to New Construction. Reduce Item 6100-224-
001 by $3,840,000. Recommend reduction in the
amount budgeted for incentive payments because it ex-
ceeds the amount needed.

Child  Nutrition. Withhold recommendation on
proposed $27,607,000 General Fund appropriation for the
state child nutrition program, pending receipt of addition-
al information.

Non-K-12 Education Programs

39.

40.

41.

42.

43.

44.

45.

Child Care Fees. Recommend adoption of Budget Bill
language specifying the expenditure of child care fees col-
le%tzed from AFDC parents under the provisions of AB
1162.

School Age Parenting and ‘Infant Development. - Rec-
ommend that at the time of budget hearings, the State
Department of Education report on specified aspects of
the School Age Parenting and Infant Development pro-
gram, .

Child - Care Facilities. Recommend adoption of Budget
Bill larxguage permitting child care agencies to spend con-
tract funds to (1) renovate or repair child care facilities to
meet state and local health and safety standards or (2)
repay loans from the revolving loan fund established for
this purpose.

Data Processing. Recommend that at the time of budget
hearin gs, the State Department of Education report on (1)
the results of implementing the PROMIS, AIMS, and CAL-
STARS data processing systems and (2) the reasons for
increases in operating costs and staffing in the depart-
ment’s accounting office.’

Adult Education COLA Deficiency. Reduce Item 6100-
156-001 by $1,600,000. Recommend (1) rejection of the
Governor’s proposed deficiency appropriation of $1.6 mil-
lion for adult education in 1983-84 because it would pro-
vide a higher COLA for adult education than was provided
for other categorical programs and (2) reduction in the
appropriation for adult education in 1984-85 by $1.6 million
because the budget assumes that the Legislature will enact
the proposed deficiency appropriation. '
Home Economics and Health 'and Safety Courses for
Adults. Recommend adoption of Budget Bill language re-
ducing authorized state-funded adult education enroll-
ment growth from 2.5 percent to 0.2 percent in 1984-85 in
order to reflect the budget proposal to eliminate home
economnics and health anﬁ safety courses.

Adult Education Concurrent Enrollment Reduce Item
6100-101-001 by $6,106,000. Recommend adoption of
Budget Bill language providing that ADA claimed for the
attendance of secondary school pupils concurrently en-
rolled in adult education programs shall be funded at each

K-12 EDUCATION / 1425
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district’s adult revenue limit, rather than at the regular
district base revenue limit.

46. Surplus ProFerty Revolving Fund Reserves. Recommend 1600
adoption of supplemental report language directing the
State Department of Education to (1) ac%lieve and main-
tain a $7 million reserve in the Surplus Property Revolving
Fund and (2) submit quarterly reports on fund balances.

47. Office of Surplus Property Warehouse Conversions. Rec- 1601
ommend adoption of supplemental report language direct-
ing the State Department of Education to report the
savings resulting from the conversion of warehouse space
in Sacramento and Pomona to refrigerated storage.

48. Office of Surplus Property Hardware Program. Increase 1602
Item 6100-001-650 by $2,491,000 in the Surplus Property
Revolving Fund and reduce Item 1760-001-688 by a corre-
sponding amount. Recommend rejection of the budget
proposal to shift funding for the hardware portion of t%le
surplus property program from the Department of Educa-
tion (Office of Surplus Property) to the Department of
General Services (Office of Procurement) because legisla-
tion authorizing the transfer has not been enacted.

49. Emergency Food Distribution Program. Recommend 1604
that the Department of Finance (1) submit an expenditure
plan for the emergency food distribution program in 1984—

85 and (2) report on the appropriateness of maintaining
this program within the Office of Surplus Property.

State Department of Education

50. Restrictions on Administrative Positions. Recommend 1609
that at the time of budget hearings, the department ex-
f)lain (1) why it has failed to comply with 1983 Budget Act

anguage placing restrictions on administrative positions in
the department and (2) what steps it intends to take to
comply with these provisions. »

51. California Assessment Program (CAP). Recommend 1612
adoption of Budget Bill language (1) providing that funds
appropriated for the development of a 10th grade test shall
be available for expenditure only upon approval of the
Director of Finance and (2) prohibiting the expenditure of
funds for the development of individual student score re-
porting.

State Library .

592. California Library Services Act—Interlibrary Loan. 1619
Reduce Item 6100-211-001 by $1,315,000. Recommend
adoption of Budget Bill language requiring libraries par-
ticipating in the California Library Services Act to charge
patrons a $1 processing fee for interlibrary loans, so that the
amount needed for interlibrary loan reimbursements will
be reduced. Further recommend deletion of the proposed
$1.3 million augmentation for additional reirnbursements,
to refleéct reduced need.
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Summary of Legislative Analyst’s Recommended Fiscal Changes

1984-85

Activity General Fund Other State Funds
Apprenticeship Program —$1,000,000
Longer School Day and Year —8,500,000
Summer School COLA —1,758,000
Supplemental Sumumer School Programs ............c..cormecee © —1,231,000
Minimum Teachers’ Salaries —11,600,000
Education Improvement Incentive Program —17,800,000
Instructional Materials Overbudgeting .......coveccvseservssereenees — 685,000
Instructional Materials Ordering Process

(State Operations) —418,000
Instructional Materials Ordering Process )

(Local Assistance) —4,200,000
Administrator Training Program ... —500,000
Driver Training..... —$3,630,000
Alternatives to New Construction ..... . —3,840,000
Adult Education COLA Deficiency........ . —1,600,000
Adult Education Concurrent Enrollment ............ccoeeeveeee. -6,106,000
Office of Surplus Property +2,491,000
State Library ......... —1,315,000

Totals . i —$50,553,000 —$1,139,000

OVERVIEW OF ANALYSIS

We recomrmnend a net reduction of $51.7 million in the proposed appro-
priations for K-12 education. This amount consists of $50.6 million in re-
ductions from the General Fund and $1.1 million in reductions (net) from
other state fuinds. The recommended reductions reflect our findings that
the budget contains:-funds which are in excess of individual program
needs. Any funds released by these recommendations would be available
for redirection by the Legislature to other education or noneducation
programs. "

Our analysis of K-12 education begins with a comprehensive review of
the recent school reform legislation—SB 813, and is organized as follows:

OUTLINE OF THE K~12 EDUCATION ANALYSIS
Item Number Analysis Page

GENERAL PROGRAM STATEMENT 6100-101-001 1430
OVERVIEW OF BUDGET REQUEST

1. K-12 Revenues. 6100-101-001 1431
2. Significant Program Changes 6100-101-001 1432
3. Ten-Year Funding History 6100-101-001 1434

ANALYSIS AND RECOMMENDATIONS
1. Recent School Reform Legislation (SB 813)
A. Improving Classroom Instruction:

1. Incentives for Longer School Day and Year .............. 6100-101-001 1440
2. Classrrom Teacher Instructional Improvement Pro-
gram ... 6100-191-001 1446
3. Education Improvement Incentive Program............. 6100-107-001 1447
4. Graduation Requirements — 1449
5. Instruetional Materials Expansion.........csmmeiesines. 6100-187-001 1450
6. High School Counseling 6100-109-001 1450
7. Specialized Secondary Programs ......eoumesmmmsiveeseeses - 6100-119-001 1451
8. California Academic Partnership Program ............... — 1451
9. Expansion of the California Assessment Program ...  6100-001-001 1452
10. Golden State Examination Program ... — 1453
11. Agricultural Vocational Education Incentive Pro-

gram ... R 1454
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12. Strengthening Student DiSCIPNe .........coouccireeerssrerrens - 1454
B. Strengthening the Teaching Profession:
1. Increasing the Supply of Teachers

a. Minimum Teachers’ Salaries ...........ommmmmmorssssrnss 6100-101-001 1455
b. Teacher Trainees —_ 1457
c. Teacher Shortage Student Loan Assumption Pro-

gram — 1457

2. Improving the Quality of the Teaching Profession . )

a. Mentor Teacher Program 6100-191-001 1458
b. Teacher Credentialing Changes - 1460
¢. Teacher Competency Evaluations — 1461
d. Layoff/Dismissal of Teachers - 1462

e. Substitute Teachers S - 1462
C. Strengthening the Administration of Schools:
1. Administrator Training/Pilot Project for Administra-

tive Personnel 6100-191-001 1463
2. Innovative Local Experiments to Strengthen Person-
nel and Management 6100-191-001 1464
D. General Finance Provisions:
1. Revenue Limit Changes 6100-101-001 1464
2. Small School District Funding ............vimrerrrrseeseees 6100-101-001 1469
3. Special Education Adjustments .. w..  6100-161-001 1469
4. Adult Education Adjustments.....c..ooe.ccomseens wee . 6100-156-001 1470
5. Regional Occupational Centers and Programs........  6100-101-001 1471
6. School Improvement Program Changes ......cc...o........ 6100-116-001 1471
7. Urban Impact Aid Changes 6100-206-001 1472
8. Categorical Programs COLAs . 6100-226-001 1472
9. New Summer School Program .... v 6100-101-001 1474
10. Incentives for Year-Round Schools ........... e 6100-224-001 1475
11. Teacher Education and Computer Centers ............  6100-191-001 1476
12. Educational Technology Program .. 6100-181-001 1476
13. Expansion of Opportunity Classes .. v 6100-119-001 1477
14. Transportation AdJuStmEnts .......ccoemeermsrsrserssmmmasansses 6100-111-001 1478
15. Small School District Buses 6100-111-001 1480
‘E. Studies and Commissions:
1. Commission on School Governance and Management — 1481
2. Studies of Dropouts and High School Accreditation .. — 1482
3. Studies of School Facilities and Architectural Stand-
ards — 1482
II. Direct Support for K~12 Education
A. General Education Programs
1. School Apportionments :
a. 1984-85 Budget Changes 6100-101-001 and :
6100-106-001 1485
b. Incentives for Longer School Day and Year ........  6100-101-001 1493
¢. Minimum Teachers’ Salaries........ccvurmrommmncine 6100-101-001 1493
d. Summer School 6100-101-001 1496
2. County Offices of Education 6100-106-001 1498
3. Urban Impact Aid/Meade Aid ........ccooocoovenenvsciecrcnne 6100-206-001 and
v 6100-207-001 1501
B. Specialized Education Programs
1. Programs to Improve Classroom Instruction
a. School Improvement Program........ou..ccimmmrcervecens 6100-116-001 : 1503
b. Classroom Teacher Instructional Improvement
Program 6100-191-001 (f) 1504
¢. Education Improvement Incentive Program.......... 6100-107-001 1505
d. Educational Technology Program............. 6100-181-001 1508

e. Institute for Computer Technology .......c.ccconcrrieeee. 6100-181-001 1509
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f. Specialized Secondary Schools .........oovvvvrvvererrnsecrirnn. 6100-119-001 (c) 1511
g. Oppertunity Classes 6100-119-001 (b) 1511
h. Instructional Materials 6100-186-001,
6100-187-001, and
6100-015-001 1513
i. Demonstration Programs in Reading and Math-
ematics 6100-146-001 - 1518
j. High School Counseling 6100-109-001 1519
2. Prograrmis to Strengthen Teaching and Administration
a. Mentor Teacher Program 6100-191-001 (d) 1520
b. Teacher Education and Computer Centers............ 6100-191-001 (h) 1522
¢. Administrator Training and Evaluation Program..  6100-191-001 (a) 1522
d. Pilot Projects for Administration and Management  6100-191-001 (b) and (c) 1524
e. Other Staff Development Programs..........ccumeinns 6100-191-001 (e) and (g) 1524
3. Special Education
a. Master Plan for Special Education ... 6100-161-001 1526
b. Federal Public Law 94-142 : 6100-161-890 1535
c. State Special Schools 6100-006-001 1538
d. Special Schools Transportation .......cceecccrneess 6100-007-001 1540
4. Vocational Education Programs
a. Schoeol-Based Vocational Education ... 6100-118-001,
' 6100-166-001, and
6100-166-890 1541
b. Regional Occupational Centers and Programs ...... 6100-101-001 1542
5. Compensatory Education Programs v
a. Economic Impact Aid 6100-121-001 1544
b. ECLA Chapter 1 6100-136-890 and
6100-141-890 1544
c. Transition Program for Refugee Children .......... 6100-176-890 1545
d. Indian Education 6100-131-001 and -
. 6100-151-001 1546
e. Miller-Unruh Reading Program..........ccoosececmmnnees 6100-126-001 1547
6. Other Specialized Education Programs
a. Gifted and Talented EQucation ... 6100-124-001 1547
b. Mathematics, Engineering, Science Achievement
Progxram , 6100-192-001 1548
c¢. Driver Training- 6100-171-178 1549
d. Federal Block Grant (ECIA Chapter 2) ... 6100-001-890 and
6100-101-8%0 1553
C. State and Court Mandates ‘
1. State Mandates 9680-101-001 1555
2. Court Mandates 6100-114-001 1555
MII. Ancillary Support for K-12 Education
A. Transportation .
1. Home-t0-School Transportation ... 6100-111-001 1558
2. Small School District Transportation 6100-101-001 1561
3. School Bus Driver Instructor Training Program ........ 6100-001-178 1561
B. School Faeilities ,
1. Construction — 1565
2. Deferreed Maintenance - 1570
3. School Facilities Planning 6100-001-344 1572
4. Alternatives to School Construction...........mssnccnees 6100-224-001 1573
5. Civic Center Act - 1575
C. Child Nutrition
1. State Child Nutrition Program ... 6100-101-945 and
6100-201-001 1577
2. Federal Child Nutrition Program ........crnnis 6100-201-890 1578
IV. Non-K-12 Edlucation Programs
A. Youth Programs :
1. Prescheol..... 6100-196-001 1579
2. Child Care 6100-196-001 and

6100-196-890 1580
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3. Foster Youth Services 6100-119-001 (a) 1593
4. Youth Suicide Prevention Program .........ueeseeerumeeesns 6100-222-001 1594
B. Adult Education 6100-156-001,
6100-156-890, and
6100-158-001 1595
C. Office of Surplus Property 6100-001-680 1598
V. State Department of Education
A. Overview 6100-001-001 1605
B. Effects of Reorganization and Reductions ........c..c.eeee 6100-001-001 1608
C. Division of Program Evaluation and Research . 6100-001-001 1610
D. Curriculum Services 6100-001-140 and
6100-181-140 1613
E. University and College Opportunities Program .............. 6100-001-001 1614
F. Local Assistance Bureau 6100-001-001 1614
G. Office of Private Postsecondary Education ... 6100-001-305 1615
VI. State Library '
A. Overview 6100-011-001 and
6100-211-001 1615
B. State Library Support 6100-011-001 and
6100-011-890 1618
C. Support to Local Library Districts ............rrsses 6100-211-001,
6100-211-890, and .
6100-221-001 1618

GENERAL PROGRAM STATEMENT

In 1984-85, approximately 4.3 million students will attend public ele-
mentary and secondary schools in 1,029 elementary, high, and unified -
school districts. Student attendance in these districts is expressed in terms
of “ADA” (average daily attendance), which is defined as the average
number of pupils that actually attend classes for at least the minimum
school day plus the average number of pupils having a valid excuse for
absence.

Table 1 shows K-12 attendance figures for the prior, current, and
budget years. As the table indicates, the attendance level for 1984-85 is
projected to increase by 1.1 percent above the 1983-84 level.

Table 1

Annual Average Daily Attendance (ADA) in
California Public Schools
1982-83 to 198485

Actual Estimated  Proposed Change
1982-83 1983-84 198485  Amount Percent

Elementary 2,729,075 2,748,200 2,174,700 26,500 1.0%
High School 1,240,776 1,242,700 1,262,800 20,100 16
Adult Education 157,459 160,759 160,759 — —
County 14,748 16,040 17,555 1,515 94
Regional Occupational Centers and Pro-

grams 87,570 97,320 97,320 R —

Totals 4220698 4965019 4313134 48115  Li%

Source: Department of Finance Midrange Projection of November 28, 1983.

The state provides assistance to local district programs for K-12 students
through a number of general and categorical aid programs.
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The K-12 education system is administered by the State Department of
Education (SDE), 58 county offices of education, and 1,029 school districts.
The department has 1,202.2 authorized positions in the current year.

OVERVIEW OF BUDGET REQUEST

K-12 Revenues

The budget proposes that $15,506 million be made available to support
California’s K-12 public schools in 1984-85. This is an increase of $1,683
million, or 122 percent, over the amount provided in the current year.
Table 2 displays total revenues for K~12 education in the prior, current,
and budget years.

Under the budget proposal, the General Fund would provide $9,749
million to support K~12 education, while other state funds would contrib-
ute $74 million (excluding funds for capital outlay). Thus, the total amount
proposed from state sources for K-12 education in 1984-85 is $9,822 mil-
lion, an increase of $1,351 million, or 16 percent, over the current-year
leve}i The entire increase in state support is proposed from the General
Fund.

Local property tax levies are expected to provide $2,812 million in 1984—
85. This is an increase of $93 million, or 3.4 percent, over the current-year
level. Thus, state and local revenue sources combined are expected to
provide a total of $12,634 million for the state’s public elementary and
secondary schools in 1984-85. This is an increase of $1,444 million, or 12.9
percent, over state and local revenue in 1983-84.

Table 2

Total Revenues for K-12 Education
1982-83 through 1984-85
{in millions)

Actual Estimated  Proposed Change
1952-83 1983-84 1984-85 Amount  Percent

State:
General Fund ® ......vveecerivennrineeens $7,813.6 $8,397.6 $9,748.5 $1,350.9 16.1%
Special funds P .......veevnesnrsnnnns 71.6 736 736 — —
Subtotals, State .......cweemecermnns $7,885.2 $8,471.2 $9,822.1 $1,350.9 15.9%
Local: :
Property tax levies ... $2,461.8 $2,719.3 $2,812.3 $93.0 3.4%
Subtotals, State and Local ......... $10,347.0 $11,1905 $12,634.4 $1,443.9 12.9%
Other:
Federal © .........omrssssesssmnsreessens $857.3 $1,002.2 $993.3 —$8.9 —0.9%
State capital outlay? . 100.0 150.0 325.0 1750 1167
Local debt service .......oee..e. . 450.3 439.9 429.8 -10.1 —23
Local miscellaneous revenues........ 956.4 1,039.9 1,1234 835 80
Subtotals, Other .......comivrremnnens $2,364.0 $2,632,0 $2,871.5 $239.5 9.1%
Totals $12,711.0 $13,822.5 $15,505.9 $1,683.4 122%

2 Includes contributions to the State Teachers™ Retirement Fund.
b Includes the California Environmental License Plate Fund, State School Fund, Surplus Property Revolv-
ing Fund, and others.
¢ Includes Federal Impact Aid (PL 81-874) which is not shown in the budget.
Includes Proposition 1 bond funds and tidelands revenues for capital outlay.

4677958
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Other revenue sources are expected to contribute an additional $2,872
to support K-12 programs in the budget year. This amount is composed
of &1) federal funds estimated at $993 million, (2) state funds for capital
outlay from the sale of Proposition 1 bonds and tidelands revenues estimat-
ed at $325 million, (3) local property taxes used to retire indebtedness
approved by voters prior to Proposition 13 of 1978, estimated at $430
million, and (4) miscellaneous reventes of $1,123 million from the sale and
rental of district property, interest earned on cash deposits, cafeteria in-
come, and other local revenue sources. o

2. Significant Program Changes in 1984-85 :

Table 3 shows the components of the $1,683 million net increase in total
support proposed for California’s K~12 public schools in 1984-85. The most
significant General Fund changes include:

e Increases needed to fund ADA ‘growth ($49.6 million),

. Incl{eases needed to fund SB 813 and other financial legislation ($554

million),

« Elimination of one-time funding for the 1982-83 special education

deficiency (—$23.5 million),

« Inflation adjustments to support all K-12 education programs ($341

million),
e Increased contributions to the State Teachers’ Retirement Fund
($518 million), and

« A decrease in General Fund requirements to support K-12 apportion-
ments, resulting from an increase in local property tax revenues
(—$93.0 million).

o Growth in Average Daily Attendance. Average daily attendance
(ADA) statewide is expected to increase by 48,115 in 1984-85. An addition-
al 26,500 ADA are expected in grades K through 8, and an additional 20,100
ADA are expected in the state’s high schools. County offices of education
are expected to serve an additional 1,515 ADA. The budget provides $49.6
million to fund ADA growth, after all enrollment-related adjustments
have been made.

e Cost of Financial Legislation—SB 813. Senate Bill 813 results in
increased costs of $556 million in 1984-85, exclusive of costs for COLAs and
assuming 100 ?ercent district participation in the voluntary reform pro-
grams. Other financial legislation reduces General Fund costs in 1984-85
by $1.8 million. Thus, the budget proposes $554 million to fund the added
costs in 1984-85 of legislation adopted in prior years.

o Elimination of One-Time Funding for Special Education Deficiency.
The 1983 Budget Act appropriated $23.5 million to fund part of the 1982-83
deficit in special education. Because this was a one-time cost, the 198485
budget shows a reduction of $23.5 million between the current and budget
years.

o Cost-of-Living Adjustments (Item 6100-226-001). The budget pro-
poses $341 million to provide a three percent cost-of-living adjustment to
all K-12 education programs in 1984-85. This amount includes: (1) $251
million for general education apportionments to K-12 districts (revenue
limits), (2) $37.0 million for special education local assistance, (3) $17.1
million for all other programs with a statutory COLA, and (4) $35.5 million
for programs without a COLA specified in statute.

o State Teachers’ Retirement Fund (STRF) Contribution. The
budget proposes an increase of $518 million in contributions to the STRF
in 1984-85. Of this amount, $211 million is proposed to restore the statutori-
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ly-required contribution for 1983-84 which was vetoed by the Governor

“from the 1983 Budget Act.

o Increase in Local Property Tax Revenues. The budget estimates a
net increase in property tax revenues for K-12 education of $93 million.
This increase, however, does not result in additional revenues to school
districts. Instead it reduces the General Fund costs of funding school
apportionments on a dollar-for-dollar basis, for a savings of $93 million.

The net increase of $93 million in local property tax revenues is com-
posed of $380 million which would otherwise offset General Fund costs to
support K—12 education under existing law, minus $287 million in supple-
mental roll property tax revenues which the Governor proposes to trans-
fer to other local government entities.

o Miscellaneous Local Revenue. School districts” miscellaneous local
revenues include revenue generated from the sale of property and sup-
plies, cafeteria revenue, interest and lease income, income from the sale
of bonds, annd other income. We estimate that revenues from these sources
will increase by $83.5 million in 1984-85, or 8.0 percent, from the estimated
current-year level of $1,040 million.

Table 3

Proposed 1984-85 Budgét Changes
) {in millions)

Funding Sources
General  Special Local Federal Total
1983-84 Expenditures (Revised)........... $8,397.6 $223.6 $4,199.1 $1,002.2 $13,822.5
1. Changes to Maintain Existing Base: 1,132.7
ADA INCTEAS@ ..covvevcenrmmioninrannsisissens 496 — — — -
Financial legislation 554.3 - — — -
One-time speeial education deficien- :
[ -235 — - —_ —_
Statutory inflation adju: :
K-12 apportionments ... 4556 - @ — — - —_
Other programs with statutory
COLAS .cvvcnrvvirirems R 96.7 —_ — — —
Increase in local property taxes...... —380.0 - 380.0 - —
2. Program Change Proposals: .......... - 552.2
Adjustments to statutory inflatio
amount:
K-12 apportionments. .........c...oeuvvenn. —204.7 — - - —
Other programs with statutory .
(60 7. V2R, -426 — —_ — —_
Discretionary programs inflation...... 35.5 — — — —
Deferred Maintenance Fund ............ 6.6 — — —_— _
State Teache¥’s Retirement Fund.... 5179 — — — —
Capital outlay~ funds — 175.0 _ — —
Federal funds_ ............... —_ — — -89 —_
Miscellaneous local revenues — — 83.5 — —
Property tax shift.. 2870 - —287.0 - —
Local debt service — — ~-10.1 — —
3. All other changes ... -15 — — — —-15
1984-85 Expenditures (Proposed) -........ $9,7485 $398.6 $4,365.5 $993.3 $15,505.9
Change from 1983-84:

ATNOUNE oo ammeioemisreceeessssnssssmsssressenenes $1,350.9 $175.0 $166.4 —$89 $1,683.4

B 023 =) 1| OISO 16.1% 83%  40% -09% 12.2%
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» Other Changes. Other changes affecting the overall level of sup-
ort for K-12 education include: (1) an increase of $6.6 million for de-
erred maintenance from the General Fund, (2) an increase of $175

million for school construction from Proposition 1 bond funds and tide-
lands revenues and (3) a loss of $8.9 million in federal aid.

3. Ten-Year Funding History

a. Total K-12 Revenues

Table 4 and Chart 1 display total funding for K~12 education by sourcé ,
for the 10 years 1975-76 to 1984-85. The principal funding sources identi-
fied in the table are as follows:

o Local Property Tax Levies—revenues raised by the tax on real prop-
erty.

o State Property Tax Subventmns—funds provided by the state to
school districts to replace property tax revenues foregone due to tax
exemptions granted %y the state, such as the homeowners exemption
and the business inventory exemption. (In Chart 1, state property tax
subventions are included with local property tax levies. )

Chart 1
K-12 Education Revenues by Funding Source
(in millions)

Dollars
$17.,500 .
I:] Miscellaneous
15,0004 - Federal funds
12,5004 1 Local funds®
State funds
10,000

© 7,500+
5,000+

2,500+

75-76 76~77 77-78 78-79 79-80 80-81 81-82 82-83 83-84 84-85

P ncludes state properly tax subventions.
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o State Aid—K-12 revenues provided from the General Fund and state
special funds.

o Federal Aid—all K-12 education funds received from the federal gov-
ernment. ‘

o Miscellaneous Revenues—combined state/federal grants, income
from the sale of property and supplies, cafeteria revenues, interest
income, and other revenues.

Table 4 shows that total funding for California’s K~12 public schools is
proposed to increase from $7,588 million in 1975-76 to $15,506 million in
1984-85. This is an increase of $7,918 million, or 104 percent, over the 10
year period. Of the five revenue sources, state aid from the General Fund
and other state special funds has shown the greatest increase since 1975-76
(291 percent), while the amount of support from local property taxes and
state property tax subventions has actually declined. This decline is due,
in part, to thie combined effects of Proposition 13 and the state’s fiscal relief
program established by AB'8 (Ch 282/79). The significant reduction in
state property tax subventions between 1982-83 and 1983-84 reflects the
elimination of funding for the business inventory exemption subvention
provided for in the 1983 Budget Act. (State apportionment aid to schools
was increased by an amount equivalent to their share of this subvention,
resulting in no net loss of revenue.) . : '

Average daily attendance (ADA) over the 10-year period fell 9.4 per-
cent, from 4,760,966 to 4,313,134. Two factors explain this decline. First, the
number of 5-17 year olds residing in the state declined over this period.
Second, the number of summer school ADA dropped sharply between




Local

Year
175 O $3,795.2
1976-T7 4,256.1
197T=T8 .ovverrssrmmmrsserssaesnensessresesns 47286
1978-79 .. 2,337.1
1979-80 ... 2,000.0
1980-81 .. . 21662
198182 ....overerrecerrerereenesrsirsinnie 2,674.1
1982-83 (estimated) .......o...oenr 2,668.5
1983-84 (estimated) ... 30759
1984-85 (budgeted) ......ccooconvnens 3,158.7
Cumulative Change _
Amount —$636.5
Percent ...oieccrnncnniieinns —16.8%

State
Property Property Tax  State
Tax Levies® Subventions

$485.6

4940
516.0
2415
180.0
2436
259.5
243.6

83.2

83.3

—$402.3
—82.8%

Table 4

K-12 Total Revenues
1975-76 through 1984-85
(dollars in millions)

Federal  Miscel- Total
Aid Aid Janeous Funding
$2,594.4 $591.6 $391.1 $7,587.9
2,764.6 644.4 495.6 8,654.7
2,894.9 891.5 485.6 9,516.6
5,333.4 962.3 551.3 9,425.6
6,998.5 1,100.4 702.7 10,981.6
7,3489 1,064.7 9095 11,7328
7,207.4 966.9 821.9 11,929.8
7,985.2 857.3 956.4 12,711.0
8,621.3 1,002.2 1,039.9 13,8225
10,1472 993.3 1,1234 15,505.9
$7,552.8 $401.7 $732.3 $7,918.0
291.1% 67.9% 187.2% 104.4%

Source: Financial Transactions of School Districts, Governor’s Budget (various years).

2 Includes local debt.

b Includes combined state/federal grants, county income, and other miscellaneous revenues.
< Adjusted by the GNP deflator for state and local government purchases.

ADA
4,760,966
4,718,800
4,652,486
4,271,181
4,206,150

4,214.089

4,202,042
4,229,628
4,265,019
4,313,134

—447,832

—94%

Total
Funding
Per  Percent
ADA  Change
$1,650 78%
1,834 11.2
2,045 115
2,207 7.9
2,611 183
2,184 66
2,839 2.0
3,005 58
3241 79
3,595 109
$1,945 —
1179% —_—

1975-76
Dollars©
Per Percent
ADA  Change
$1 )650 -
1,721 4.3%
1,786 3.8
1,780 -03
1,919 78
1,868 -2.7
1,767 —54
1,754 -07
1,786 18
1,865 44
$215 —
13.0% —
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1977-78 and 1978-79, following the passage of Proposition 13. This oc-
curred because the state withdrew support for all non-remedial summer
school programs except those that were offered as part of a year-round
school. Since 1981-82, however, ADA statewide has increased steadily. We
expect this trend to continue throughout the decade because of (1) a
projected increase in the school-age population and (2) the expansion of
the summer school program authorized by SB 813.

b. Revenues Per ADA.

Table 4 and Chart 2 disYlay per-pupil funding levels over the 10-year
eriod in both current dollars and constant dollars (that is, dollars that
ave been adjusted to reflect the effects of inflation on purchasing power).

The table and chart show that per-pupil funding in current dollars will

have increased by almost 118 percent since 1975-76, rising from $1,650 to

$3,595. -

Chart 2

K~12 Education Funding Per Pupil

in Constant and Current Doltars
Dollars
$4,000—

Constant
3,500+ Dollars 2

W

3,000+ Current
D

2,500-]
2,000+
1,500
1,000

500+

75-76 76-77 77-78 78-79 79-80 80-81 81-82 82-83 83-84 84-85

s adjusted by the GNP deflator for state/local government.

If, however, we adjust these expenditures for inflation, a different pic-
ture emerges. For 1984-85, the proposed per-pupil expenditure level as
measured in constant dollars is $1,865—$215, or 13.0 percent, above the
1975-76 amount. Put another way, assuming enactment of the budget, the
purchasing power of K-12 funding per pupil in 1984-85 will be 13 percent
greater than it was in 1975-76. Since 1979-80, however, funding on a
constant dollar basis has actually declined from $1,919 per pupil—a reduc-
tion of $54, or 2.8 percent, per ADA.
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ANALYSIS AND RECOMMENDATIONS
I. RECENT SCHOOL REFORM LEGISLATION (SB 813)

Introduction

The passage last July of Senate Bill 813 (Ch 498/83) marked the culmina-
tion of months of legislative debate in which educational reform emerged
as an issue of statewide and national importance. Contributing to the
concern over the state of public education was the widely-publicized
report of the National Commission on Excellence in Education, A Nation
At Risk. Issued in April 1983, this report warned that“ . . . the education-
al foundations of our society are presently being eroded by a rising tide
of mediocrity that threatens our very future as a Nation and a people.” In
order to turn this tide, the commission recommended reforms such as
increasing the length of the school day and year, adopting more rigorous
standards of student achievment, and taking various steps to strengthen
the teaching profession.

The Legislature’s response to the educational reform issue—the 214-
page Hughes-Hart Educational Reform Act of 1983—incorporates many of
the national commission’s recommendations, while also agdressing many
other aspects of educational policy. Among other things, the act:

« Provides financial incentives to districts to increase the length of the

school day and year;

» Establishes, commencing in 1986-87, statewide high school gradua-
tion requirements;

« Provides funds for the establishment of summer school programs in
math, science, and “other core academic areas;”

o Provides, in 1984-85 and thereafter, a statutory cost-of-living adjust-
m(celnt (COLA) to school district revenue limits, tied to an inflation
index;

+ Provides additional funds to low-expenditure districts for Serrano
equalization;

« Establishes a new program to provide financial rewards to high
schools which demonstrate improvement in their students’ academic
achievement;

« Provides funds to increase beginning teachers’ salaries by 10 percent
per {)ear, over a three-year period; -

« Establishes a “mentor teacher” program, which provides stipends of
$4,000 per year to outstanding teachers who perform additional du-
ties; '

o Provides districts greater flexibility in the layoff and dismissal of
teachers; and

« Strengthens laws related to student discipline.

In this section, we present an overview of the major provisions of SB 813,
briefly describing each reform and commenting on the current status of
its implementation.

The overview is organized along the lines of Table 4 and contains five
major components: (1) Improving Classroom Instruction, (2) Strengthen-
ing the Teaching Profession, (3) Strengthening the Administration of
Sc%lools, (4) General Finance Provisions, and (5) Studies and Commis-
sions. '




Item 6100 K-12 EDUCATION / 1439

Table 4
Overview of SB 813 Showing Funding for 1983-84 and 198485
General Fund
(in millions)
Estimated Proposed
1983-84 1954 85*
A. IMPROVING CLASSROOM INSTRUCTION:

1. Incentives for longer school day and year — $256.9
2. Classroom Teacher Instructional Improvement Program...........ccwe.r — 171
3. Education Improvement Incentive Program - 15.0
4. Graduation requirements — -
5. Instructional materials expansion 36.9 384
6. High school counseling $6.2 6.6
7. Specialized secondary programs —_— 20
8. California Academic Partnership Program — —
9. Expansion of the California Assessment Program....oo..o.oeeccivsresssssesses 02 0.65
10. Golden State Examination Program 01 —
11. Agricultural Vocational Education Incentive Program ..........cococoreveennee 31 —

12. Strengthening student discipline — —
B. STRENGTHENING THE TEACHING PROFESSION:
1. Increasing the supply of teachers

a. Minimum teachers’ salaries 12.3 248
b. Teacher trainees — -
_ c. Teacher shortage student loan assumption program ..........cccoveeeee 0.1 01
2: Improving the quality of the teaching profession
‘ a. Mentor teacher program 108 30.9

b. Teacher credentialing changes - _

c. Teacher competency evaluations — -

d. Layoff/dismissal of teachers — —

e. Substitute teachers L= —
C. STRENGTHENING THE ADMINISTRATION OF SCHOOLS:

1. Administrator training/pilot project for administrative personnel ...... — 225
2. Innovative local experiments to strengthen personnel and manage-
ment......... - 0.25
] D. GENERAL FINANCE PROVISIONS:
3 1. Revenue limit changes 307.2 709.8
2. Small.school district funding 31 31
3. Special education adjustments \' 490 86.0
4. Adult education adjustments 78 185
5. Regional Occupational Centers and Programs®............cemmresiinn. -
6. School Improvement Program changes : — 10.3
7. Urban Impact Aid changes — 9.2
8. Categorical programs COLAs 45.3 820
9. New sumnmer school program .. - —_ 409
10. Incentives for year-round schools ‘ - 17
11. Teacher Education and Computer Centers — 5.1
12. Educational Technology Program 0.5 5.6
13.. Expansion of opportumity classes — 41
14. Transportation adjustments —_ —
15. Small school district buses 1.0 3.0

E. STUDIES AND COMMISSIONS:
1. Commission on School Governance and Management ...........cccuvnennns — —
2. Studies of Dropouts and High School Accreditation
3. Studies of School Facilities and Architectural Standards .....ccccooveuniee. — —

. Other ... 08° 0549

Totals ........ $484.4 $1,380.8

8 Includes funding to continue programs initiated or expanded in 1983-84.
b Punding for ROC/P COLA included in “categorical programs COLAs.”

N Spec1al Schools Unemployment Insurance and California Writing Project.
4 Local Assistanice Bureau staffing and California Writing Project.
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Table 4 shows the amount of funding, if any, provided for each of the
act’s major provisions in 1983-84 (estimated) and the amount requested
for 1984-85 in the Governor’s Budget. As illustrated in the table, the
Governor’s Budget proposes $1,380.8 million to fund provisions of SB 813
in 1984-85, including $480.7 million to continue programs initiated or
expanded in 1983-84. : ‘

Our review indicates that, for most of the new programs created by SB
813, the Governor’s Bud%:at rovides “full funding.” Our review also indi-
cates, however, that the udpget fails to provide full funding for the statu-
tory COLAs—established either in SB 813 or in prior law—for school
district and county office revenue limits, special education, adult educa-
tion, and several categorical programs. Instead, the budget proposes a 3
percent COLA for all of these programs, in lieu of the amounts specified
in law. (The budget also proposes a 3 percent COLA for those categorical
programs which have no statutory COLA.)

We estimate that, in order to provide full funding for those programs
which have statutory COLAs, while continuing to provide a 3 percent
discretionary COLA to the remaining programs, the Legislature would
need to augment the Governor’s Budget by approximately $250 million.
This issue (as well as other issues related to the implementation of SB 813)
is discussed in more detail in the text which follows.

A. IMPROVING CLASSROOM INSTRUCTION

Senate Bill 813 created a number of new programs, and expanded exist-
ing programs, aimed at improving classroom instruction. These reform
elements, which are discussed in this section of the overview, include:

» Incentives for longer school day and school year,

¢ Classroom Teacher Instructional Improvement Program,
o Education Improvement Incentive Program,
Graduation requirements,

Instructional materials,

High school counseling,

Specialized secondary programs,

California Academic Partnership Program,

California Assessment Program,

Golden State Examination Program,

Agricultural Vocational Education Incentive Program, and
Student discipline.

1. Incentives for Longer School Day and School Year

In order to increase the amount of instructional time offered students
in California, SB 813 provides fiscal incentives to school districts to
lengthen the school day and year. The measure does not mandate an
increase in either the minimum instructional offering per day or the
length of the school year. Thus, the extent to which the school day and
school year are increased will be decided by the officials of each local
school district.

The incentive funding provisions of SB 813 commence in 1984-85. The

measure, however, requires districts to maintain the same amount of in-
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structional time in 1983-84 as was offered in 1982-83. If a district fails to
maintain the 1982-83 level, the Superintendent of Public Instruction is
required to reduce the district’s apportionment by the amount of its 1983
84 cost-of-living adjustment (COLA). Moreover, the amount of instruc-
tional time offered in 1982-83: (1) establishes a “floor” under which a
district mnay not fall in any subsequent year without forfeiting its COLA
increase for that year and (2) estﬁ)lishes the base against which increases
in instructional time are measured, for purposes of the incentive program.

In 1984-85, SB 813 offers school districts two incentives to increase
instructional time. The first provides $35 per ADA, excluding adult and
summer ADA, to districts that offer a 180-day school year. The measure
leaves unchanged the statutory minimum school year of 175 days. Under

.the provisions of SB 813, if a school district offers a 180-day program in

1983-84, it is not required to add any additional days of instruction to
qualify for the incentive funds. All that is required is that the 180-day
school year be offered in 1984-85. If the district’s school year falls below
180 days in any subsequent year, however, the $35 per ADA is lost in that
year. .

The act’s second incentive encourages districts to increase the total
instructional time offered to their students over a three-year period by
providing additional funds if certain target levels of instruction are met.
Again, districts are not required to participate in the program. Table 5
displays the length of the minimum schooFyear for each grade level as
required under current law and the optional target levels for 1986-87
established by SB 813. We note that SB 813 establishes goals in terms of
“total minutes per year”, rather than in terms of minutes per day and days
per year. o

Table 5

‘ Minimum School Year
Current Law and SB 813 Targets for 1986-87

SB 813
- Current Law . Minufes Per
Minutes Days per Minutes Year in Change
Grade per Day  Year  per Year ~ 1986-87  Amount  Percent
K 180 175 31,500 36,000 4,500 14.3%
1-3 . 230 175 40,250 50,400 10,150 25.2
48 .- 240 175 42,000 54,000 12,000 28.6
9-12 . 240 175 42,000 64,800 22,800 - 54.3

Specifically, the measure provides each district with an additional $20
per ADA for grades K-8 anCIl) $40 per ADA for grades 9-12 if the district
increases the total instructional time offered in each of the four grade
categories by an amount equal to one-third of the difference between the

1986-87 target levels and the amount of instructional time offered in

1982-83. The additional $20 or $40 per ADA is provided each year through
1986-87, as long as the district continues to increase instructional time by
one-third of the original difference. Thus, the cumulative funding adjust-
ment for the three-year period would be either $60 or $120 per ADA. If
a district drops below the target levels in any grade category for a given
year, it loses the funding bonus associated with that year. The measure also
specifies that a district must begin its participation in the program in
198485 if it is to qualify for any incentive funds in any of the three years.

Implementation Status. The measure appropriated $257 million to




1442 / K-12 EDUCATION Item 6100

DEPARTMENT OF EDUCATION—Continved

fund the 1984-85 incentive costs, but these funds were vetoed by the
Governor. The Governor’s Budget, however, proposes $257 million for this
program in 1984-85.

Implementation of this program to increase the length of the school
ear and school day raises several major policy issues which may require
egislative attention in the upcoming months. Assuming all districts quali-

fy for both incentive payments in 1984-85, we estimate that the cost of the
program will be $248 million in the first year. (To the extent that fewer
districts participate in the program, the first-year costs will, of course, be
less.) Given the state’s commitmient to this program and the significant
costs of the program, we believe that the Legislature needs to consider
two questions: (1) How much additional instructional time will $248 mil-
lion buy? and (2) How effective is increasing instructional time in im-
proving student achievement? '

o How Much Additional Instructional Time Will $248 Million Buy?
Excluding funding for general revenue limit increases, the incentives to
increase the length of the school day and school year constitute SB 813’s
single most expensive program in 1984-85. Because both the Legislature
and the Governor have indicated a willingness to commit a major amount
of state funds to this program, it is important to find out just how much
instructional time will be added in 1984-85. In order to do so, we must first
determine the amount of instructional time currently being offered by the
state’s 1,029 school districts. '

A survei'1 conducted in the fall of 1983 by the Department of Education
suggests that districts are offering significantly more instructional time
than the minimums required by current law. In this survey, the depart-
ment sampled 40 districts, each having at least 8,000 ADA. These districts
accounted for 1,045,125 ADA, or roughly one-quarter of the statewide
total. Table 6 displays the total instructional time (1) required as a result
of the statutory minimum day and year, (2) currently offered by the
average district in the SDE survey sample, and (3) desired by the Legisia-
ture, as reflected in the SB 813 target levels for 1986-87.

The department found that 31 of the 40 districts sampled offered either
175 days or 176 days of instruction. Seven districts offered 177 days and two
offered more than 178 days. The sample average was 176 days of instruc-
tion for the school year.

The length of the instructional day-varied considerably more from dis-
trict-to-district than did the length of the school year. The department
found that, for kindergarten programs, the length of the school day tended
toward the statutory minimum—27 of 30 districts offered 180 minutes and
3 offered 200 minutes. For grades 1-3, the instructional day ranged from
240 minutes to more than 300 minutes, and for grades 4-8, the range was
from 300 minutes to more than 340 minutes. Of tﬁe four grade level groups
specified in SB 813, the length of the school day for high school students
varied the most. The instructional day for these students ranged from 275
minutes to more than 360 minutes.

The data in Table 6 show that, for each grade level, the SDE sample
average exceeded the statutory minimum requirements, with higher




Table 6
B o ) v Instructional Time by Grade Level
» AR A B » 5o Hegufréd . Currently Offered
(Current Law Minimums) (SDE Sample Average®)

Minutes Days Minutes Minutes Days Minutes
Grade Level per Day  per Year per Year per Day ~ per Year per Year
Kindergarten 180 175 31,500 - 182 - 176 32,032
1-3 230 175 40,250 271 176 47,696
48 240 175 42,000 312 176 54,912
9-12 240 175 42,000 328 176 57,728

2 Based on a 40 district sample,

simple average (unweighted by ADA). Source: State Department of Education.

b Assumes a 180 day instructional year. Senate Bill 813 expresses target levels in minutes per year only; consequently,
of the school day, the length of the school year, or both to qualify for the incentive funds.

Desired

(SB 813 Targets for 1986-87°)

Minutes

per Day
200
280
300
360

Days
per Year
180
180
180
180

Minutes
per Year
36,000
50,400
54,000
64,8(.”

districts are allowed to increase the length

0019 Wa3].
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grade levels exceeding the minimums by wider margins. The data also
show that the average school district in the sample has already met the SB
813 1986-87 target level for grades 4-8. This means that, without changing
the amount of instructional time offered students in these grades, many
districts would qualify for the $20/ADA incentive funds for each of the
three years commencing in 1984-85—provided the instructional program
for the other grade levels met the annual target levels.

Table 7 displays the SB 813 annual target levels for the average district
in the SDE sample, assuming that the amount of time offered in 1983-84
equals the amount offered in the 1982-83 base year.

Table 7

Annual Targets for Instructional Time Assuming
SDE Sample Averages
{(Minutes Per Year)

SDE Averages SB 813 Target Levels
Grade Level 1982-83 1954-85 1985-86 1956-87
Kindergarten 32,032 33,355 34,677 36,000
13 47,696 48,597 49,499 50,400
48 54,912 © 'N/A N/A -~ 54,000
9-12 51,728 60,085 62,443 64,800

We have provided the data in Table 7 because SB 813 provides for
instructional time to be measured in minutes per year for the purpose of
determining the target levels. Unfortunately, expressed in this way, the
instructional year has little meaning to most people. In Table 8, we show
how the average district in the SDE sample might increase the instruc-
tional time in order to meet the first year of the SB 813 targets in order
to qualify for the incentive funds.

Table 8
Ways to Meet the SB 813 Targets in 1984-85°

In Order to The Average ‘ The Chenge Would Yield
Qualify For District Could Minutes/Day- Days/Year Minutes/Year
Kindergarten

$55/ADA ..coovieeereerceri Add 4 days and 4 186 180 . 33,480

minutes/day

$35/ADA Add 4 days 182 180 32,760

$20/ADA . Add 8 minutes/day 190 176 33,440
Grades 1-3

$55/ADA Add 4 days 271 180 48,780

$35/ADA .. .. Add 4 days 271 180 48,780

$20/ADA Add 6 minutes/day a7 176 48,752
Grades 4-8 )

$55/ADA Add 4 days 312 180 56,160

$35/ADA .. . Add 4 days 312 180 56,160

$20/ADA No change required 312 176 54,912
Grades 9-12 .

$75/ADA oo Add 4 days and 6 334 180 60,120

minutes/day
$35/ADA .o Add 4 days 328 180 59,040
LTUTI:N b7 N Add 14 minutes/day 342 176 60,192

2 District must meet targets in a// grade groups offered, in order to receive incentive funds noted for any
grade group.
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As diseussed earlier, in 1984-85 a school district - may qualify for the
incentive funds by (1) increasing the school year to 180 days, (2) increas-
ing the teotal instructional time offered over the course of the year suffi-
ciently to move one-third of the way toward the 1986-87 target level, or
(3) doing both, The district receives $35/ ADA for offering a 180-day school
year. It receives $20/ADA for grades K-8 and. $40/ADA for grades 9-12,
for reaching the SB 813 target levels for total instructional time. If both
requirements are met, the district is entitled to $55/ADA or $75/ADA,
depending on the grade level. » :

Senate Bill 813 specifies that the incentive payments are made to each
district that meets the instructional time target levels. The measure pro-
vides no allowances to a district that meets the targets in some grades but
not in othiers. Therefore, a district must meet the target level in each grade
if it is to qualify for any incentive award. Partial fulfillment of the SB 813
standards will provide the district with no additional support.

The datain Table 8 show that the average high school district in the SDE
sample would have to add only four days to its school year and six minutes
per day to qualify for the maximum incentive award of $75/ADA. The
average K-8 elementary district in this sample would have to add four
days to the school year and four minutes to its kindergarten program, in
order to qualify for the $55/ADA bonus. The average elementary district
in this sarple need not increase the length of the instructional day for
grades 18 if the 180-day school year is provided, because the target re-

_quirements will be satisfied with the addition of the four days.

The data in Table 8 suggest that, if a district first decides to increase the
length of its school year to qualify for the $35/ADA payment, then very
little addrtional time may be required in order to qualify for the $20/ADA
or $40/A DA incentive funds provided for attaining the SB 813 target level
in-1984-55. Consequently, most districts that qualify for the school year
award probably w?ll also qualify for the bonus provided for meeting the
targets on total instructional time.

If the SDE sample is representative of the state as a whole, we may infer
that, on average, the first-year effect of SB 813 will be to add four days to
the school year and several minutes to the instructional day for selected
grade levels. Some districts may choose to provide more than 180 days of

" instruction and leave unchanged the IengtE of their instructional day, In
this case, the average district would need to add eight—rather than four—
days to its school year, in order to receive the maximum incentive award.

o How Effective Is Increasing Instructional Time In Improving Student
Achievement? While it is commonly believed that increasing the time
available For instruction will result in improved student achievement,
research in this field has not demonstrated that this is the most cost-
effective vway to accomplish this objective. Other instructional alternatives
of comparable cost may be even more effective in increasing student
achievement. ‘

Because the SB 813 program involves ongoing costs which, in three
years, may -exceed $450 million annually, we believe it would be useful to
examine some of the results of studies on the efficacy of increasing instruc-
tional time in improving student learning.

Two national commissions—the National Commission on Excellence in
Education and the Task Force on Education for Economic Growth of the
Education Commission of the States—recently have recommended that
instructionnal time be added to the school day and that days be added to
the school year as a means of increasing student achievement. The Na-
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tional Commission on Excellence in Education, in its report A Nation At
Risk, specifically recommended that the school day be increased to seven
hours and that the school year be increased to 200-220 days. Moreover, in
the Beginning Teacher Evaluation Study (BTES), sponsored by the Cali-
fornia Commission on Teacher Preparation and Licensing, the researchers
found that the total amount of time a student spends in a specific cur-
riculum area is positively related to achievement in that area.

Others, however, caution that these findings should be interpreted with
care. Critics point out that the findings of some of the national studies
were based upon comparisons of student achievement in the United States
with student achievement in other countries requiring significantly
longer school days and a longer school year: They assert that the compari-
sons may not be valid, since in the United States, a public K-12 education
is available to all children whereas in other countries, the same is not true.
Countries which educate only the most talented students would be ex-
pected to outperform the U.S. when the basis of comparison is average test
scores. When comparisons are made between similar groups of students
in the U.S. and other countries, differences in student achievement are
reduced considerably and cannot be fully explained by differences in
instructional time.

The results of the BTES study should also be interpreted with caution.
The critics indicate that the study was based on a limited sample of 46
teachers and 261 students in two grade levels in California. In 65 percent
of the analysis of “time on task,” the results were not significant, based on
statistical tests. In addition, the results often were inconsistent between
grades. Moreover, other studies found that the level of achievement gain
relative to increases in instructional time varied by subject. While research
has found that gains in foreign language comprehension are strongly relat-
ed to increased instructional time, increased instructional time in other
subjects produces, at most, modest results.

Some researchers assert that it is not enough to mechanically increase
instructional time. Care must be taken to insure that the additional time
is utilized productively if student achievement is to be improved. Achieve-
ment gains can be secured even within the existing instructional day and
year if the amount of time actually spent by students on learning activities
is selectively increased. Programs to motivate students to increase their
effort in learning also produce positive results. Some point out that pro-
grams which do no more than mechanically increase instructional time
actually may reduce achievement for some students. Those who are bored
and receive no reward in the current program may in fact reduce their
effort when the instructional day is increased. :

Because SB 813 establishes incentives to increase instructional time in
the manner that these critics warn against, local educators must ensure
that both the existing program and the additional instructional time are
utilized productively.

2. Classroom Teacher Instructional Improvement Grants Program

Senate Bill 813 establishes the Classroom Teacher Instructional Im-
provement Program, to take effect on July 1, 1984: Under this program,
each applicant school district will be allocated, from funds appropriated
in the Budget Act, an entitlement equal to $2,000 times 5 percent of the
number of teachers in the district who are eligible to receive grants.
Full-time classroom teachers, with the exception of teachers in adult edu-
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cation, child care, and regional occupational centers and programs, are
eligible to apply to the district for grants of up to $2,000 per teacher which
will be used to improve the quality of instruction. District governing
boards shall award the grants “in those areas of the district with greatest
need,” based on an allocation plan and recommendations submitted by
the district’s instructional improvement grant committee. A majority of
each grant committee must consist of teachers, but at least one member
" must be a school principal.

Implementation Status. Senate Bill 813 contained an appropriation
of approximately $18.6 million for the instructional improvement program
in 1984-85, but the Governor vetoed these funds. The legislation also
expresses the Legislature’s intent that the annual Budget Act include
funds for the program, in an amount equal to $2,000 times 5 percent of the
number of eligible teachers. The Governor’s Budget proposes $17.1 mil-
lion to fund the program in 1984-85.

The Classroom Teacher Instructional Improvement Program appears to
be similar to the School Improvement Program (SIP). In both cases,
schools receive grants for instructional improvement, based on plans de-
veloped by loca% committees or councils. In the SIP, however, the local
school site councils appear to have more authority over the manner in
which funds are allocated, and grants are awarded on the basis of grade
level and pupil enrollment. SIP grants are also likely to be larger than
Instructional Improvement Program grants, due to the difference in statu-
tory funding rates.

3. Education Improvement Incentive Program

The Education Improvement Incentive Program (EIIP), created by SB
. 813, is designed to test the effectiveness of fiscal incentives in improving
the academic performance of schools. Beginning in 1984-85; the program
provides incentive funds of up to $400 per pupil to participating schools
which demonstrate an improvement over their prior year’s scores on the
12th grade administration of the California Assessment Program (CAP)
test.

The act requires the Superintendent of Public Instruction to select, by
January 31, 1984, a sample of high schools to participate in the EIIP on a
voluntary basis. The State Board of Education (SBE) is then required to
calculate for each participating school a composite rating based on its
students’ performance on the 12th grade CAP test in 1983-84. In 1984-85,
the SBE is to identify those schools in the sample which showed an im-
provement over their composite ratings in the prior year. These schools
will be eligible to receive incentive funds.

Under SB 813, the distribution of the incentive funds would occur as
follows. For each school demonstrating improvement, the change in its
composite rating would be multiplied by the number of its students taking
the test in that year. These products would then be summed to produce
a total increase in academic performance for the sample as a whole. Each
school district would earn a pro rata share (not to exceed $400 per pupil)
of the total amount appropriated for incentive funding, equal to the con-
tribution it made to the total increase in academic performance. Thus, the
amount of incentive funds received by any participating school would
depend on three factors: ,

« the total amount of incentive funds appropriated in the 1984 Budget

Act for the EIIP, . -

« the number of other schools selected to participate in the pilot pro-

gram, and
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» the school’s proportional contribution to the sample’s overall im-
provement in academic performance.

Implementation Status. Senate Bill 813 appropriated approximately
$7.2 million to implement the EIIP on a pilot basis in 1984-85. This appro-
priation was vetoed by the Governor. The Governor’s Budget, however,
proposes that the program be funded at a level of $15 million in the budget
year.

Senate Bill 813 does not specify the size of the sample of schools to be
used in the pilot implementation of the Education Improvement Incen-
tive Program. Subsequent to the enactment of SB 813, however, the Legis-
lature aﬁproved the creation of a similar program by passing SB 1086.
Under this program, all high schools statewide would compete for an
appropriation of $50 million in incentive funds. This legislation was vetoed
by the Governor.

Based on legislative intent as expressed in SB 1086, the State Depart-
ment of Education (SDE) has proposed that the size of the sample author-
ized by SB 813 be such that the amount of incentive funds received by
each eligible school would be roughly the same as the amount it would
receive in a statewide, $50 million program. Thus, if the Legislature were
to appropriate $15 million for the EIIP in the 1984 Budget Act, SDE would
include in the sample 30 percent (15/50) of the eligible schools statewide.

The Legislature will, of course, need to decide the appropriate level of
funding for the pilot EIIP in 1984-85. In addition, the Legislature may wish
to specify (1) a different sampling approach than that contemplated by
the State Department of Education and (2) a different reward structure
than that provided in SB 813. ~

The sampling approach proposed by SDE—based on a single sample of
schools, each of which faces the same reward structure—would not pro-
vide the Legislature with any information on how the size of reward
offered affects improvements in academic performance. Moreover, be-
cause the amount of incentive funds which a school receives under the
EIIP will depend, in part, on the performance of other schools, administra-
" tors are not presented with a clear picture of the financial payoff for
success. Both of these factors will make it very difficult to use the results
of the pilot program, as SDE intends to administer it, in determining an
appropriate level of funding for statewide implementation of the EIIP.

An alternative pilot program design could, however, be specified which
would avoid the problems just noted. Under this approach, SDE would
select several sub-samples of schools to participate in the pilot program,
with each sub-sample offered a different (more or less generous) reward
structure. For each sub-sample, the rewards associated with a given in-
crease in academic performance would be clearly specified in advance.
The results of such a pilot program could then be used to determine (1)
whether incentive awards make a difference in academic performance
and (2) how much additional improvement may be expected for a given
level of funding.

We discuss these issues related to the Education Improvement Incen-
tive Program later in this Analysis.
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4. Graduation Requirements

Senate Bill 813 establishes, commencin%lin 1986-87, the following state-
wide minimum requirements for high school graduation: .

« three years of English,

o three years of social studies,

e two years of mathematics,

« two years of science,

« one year of fine arts or foreign language, and

o two years of physical education. :

Current requirements, which remain in effect until July 1, 1986, provide
that each pupil must take English, American history and government,
mathematics, science, and physical education, but there is no specified
number of courses to be completed.

Senate Bill 813 directs the Superintendent of Public Instruction to pro-
pose, and the State Board of Education to adopt by January 1, 1985, model
curriculum ‘standards for the required courses. School district governing
boards are, in turn, required to compare their curricula to these standards
at least once every three years. Senate Bill 813 also requires the State
Board of Education to submit to the Legislature, by July 1, 1984, a model
course of study for computer education in grades K-12.

Finally, the act requires every school district maintaining any of grades
7 through 12 to offer a course of study which (1) fulfills the admission
requirements of the California State University and the University of
California and (2) provides an opportunity to attain entry level employ-
ment skills in business or industry.

Implemerztation Status. Because the new graduation requirements
will apply to pupils currently in the 9th grade, schools have begun to revise
their curricula accordingly.

The ability of school districts to implement the graduation requirements
may be restricted by shortages of teachers in particular fields, such as math
and science. Although districts are prohibited from offering higher salaries
to teachers in “shortage” disciplines, SB 813 includes other provisions
designed, in part, to address the shortage problem. These include higher
salaries for beginning teachers, the teacher shortage loan assumption pro-
gram, and the teacher trainee certificate. It is too early to determine,
however, whether these provisions will be sufficient to eliminate existing
shortages and meet the additional demands that will be created by the
new graduation standards.

In imposin g statewide graduation requirements, SB 813 creates a state-
mandated program for which school districts may seek reimbursement
pursuant to Article XIII B of the California Constitution. The Legislature
attempted to mitigate the extent of these mandated costs by permitting
school distriets (1) to lay off teachers “whenever the amendment of state
law requires the modification of curriculum,” and (2) to deviate from
seniority order in layoffs when the district demonstrates “a specific need
for personnel to teach a specific course.” Thus, SB 813 grants school dis-
tricts additio nal flexibility in restructuring the composition of the teaching
staff-—using layoffs as necessary—in order to implement the new gradua-
tion -requirements. School districts may still incur reimbursable costs,
‘however, to the extent that the salaries of newly-hired teachers exceed
those of the “teachers that were dismissed.
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5. 'Instructional Materials Expansion

Senate Bill 813 provides, for the first time, an annual apportionment of
$14.41 per pupil in grades 9-12 for purchase of instructional materials,
beginning in 1983-84. This was done in recognition of the importance of
adequate instructional materials in raising student achievement. In order
to receive an allocation for the purchase of instructional materials, districts
must certify that the expenditure of these funds are “in excess of what
would otherwise have been expended for instructional materials in grades
9 through 12.” ‘

Previously, categorical state funding for textbook purchases was pro-
vided only for pupils in grades K-8, at a statutory rate of $21.18 per ADA
in 1983-84, adjusted annually for inflation. High schools purchased instruc-
tional materials using their regular apportionment funds.

Implementation Status. Senate Bill 813 appropriates approximately
$36.9 million for instructional materials in 1983-84, of which an estimated
$18.2 miilion is designated for grades 9~12, and $18.7 million is to supple-
ment the $40.7 million Budget Act appropriation for grades K-8 in order
to fund the statutorily authorized rate, The bill contained an appropriation
to continue this funding level, plus a COLA, in 1984-85, but the Governor
vetoed these funds. The Governor’s Budget proposes to fund the statutory
rates, adjusted for a 3 percent COLA, in 1984-85, for a total of $79.1 million.
This is $572,000 less than the amount authorized by SB 813. Our recom-
mendations on the budget request appear later in this Analysis.

6. ' High School Counseling

Senate Bill 813 establishes a permissive program for counseling high
school pupils. Under this program, each pupil shall receive, prior to age
16 or the end of the 10th grade (whichever occurs first), a review of his
or her academic progress and counseling regarding educational and ca-
reer options. Priority is to be given to pupils who are not earning credits
at a rate which will enable them to graduate with their class. '

Senate Bill 813 authorizes an allocation to school districts adopting the
counseling program of $20 per pupil in grade 10. These funds must be used
to supplement; rather than supplant, existing funding for counseling serv-
ices.

Implementation Status. Senate Bill 813 included an appropriation of
approximately $6.2 million per year for high school pupil counseling in
1983-84 and 1984-85, but the second-year appropriation was vetoed by the
Governor. The Governor’s Budget, however, proposes $6.6 million for the
program in 1984-85, in order to fund the authorized $20 per pupil. This
level assumes that every high school in the state will qualify for funding.

By itself, the SB 813 allocation is not sufficient to implement a major
counseling program. A high school district with 2,500 10th grade pupils, for
example, would receive $50,000, which generally would provide funding
for two counselors. The SB-813 funds, however, could provide an incentive
for districts to enhance their existing counseling program. According to
Department of Education guidelines, school districts must adopt a coun-
seling program plan which conforms to the requirements of SB 813 in
order to receive the state allocation. The department intends to monitor
and evaluate district programs on a sample basis.
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7. Specidlized Secondary Programs :

Senate Bill 813 permits school districts to apply to the Superintendent
of Public Instruction to establish high schools (grades 9-12) with special-
ized curricula in high technology, performing arts, or “other special cur-
ricular areas.” The act requires faculty members in such schools to develop
model curricula, to be reviewed by til)e Superintendent of Public Instruc-
- tion and made available to other school districts. Specialized high schools

may employ noncredentialed teachers if they possess unique skills from
business, performing arts, or postsecondary institutions.

Implementation Status. Senate Bill 813 requires the Superintendent

_of Public Instruction to allocate funds for start-up costs of specialized high
schools, beginning in 1984-85. The bill contained an appropriation of ap-
proximately $2 million for this purpose. These funds were vetoed by the
Governor; however, the Governor’s Budget for 1984-85 proposes $2.0 mil-
lion for the specialized schools. The State Department of Education ex-
pects to issue guidelines for the program in March, 1984,

Authorization of specialized high schools raises several issues:

o Should there be an evaluation of the program? The act includes
no provision for such an evaluation.

e Should districts be required to use existing facilities and/or course
“offerings, if° feasible, in implementing specialized programs?

o Is start-up funding necessary? In the past, some districts have ini-
tiated schools emphasizing special curricula—either as “magnet schools”
or “alternative schools”—without receiving separate funding for start-up
costs. .

o If the Legislature appropriates funds for start-up costs of specialized
high schools in 1984-85, should these funds be allocated equally to all
schools (on a per-ADA basis, for example) or should they be disbuised on
the basis of dlemonstrated need?

o Should the state actively pursue donations from the private sector for
support of this program? The high visibility and specificity of training
?ffered by these schools should make them attractive to corporate bene-

actors.

These questions indicate the need to assess the program before proceed-
ing with implementation on a large scale. We make specific recommenda-
tions on the specialized secondary program later in this Analysis.

8. California Academic Partnership Program

Senate Bill 813 establishes, effective in 1984-85, the California Academic
Partnership program, to be administered by the Trustees of the California
State University (CSU). The purpose of the program is to provide academ-

-ic and counseling services to students in grades 7-12 and to increase the
involvement of postsecondary institutions .in improving the quality of
secondary schools. Grants are awarded by the Chancellor of the CSU, with
the assistance of a program advisory committee consisting of nine mem-
bers, as specified in SB 813.

Under this program, a postsecondary education institution or a consorti-
um of such institutions, in cooperation with a school district, may apply for
a matching grant for any of the following purposes:

« counseling services for pupils in grades 7-12,

o tutorial services for pupils in grades 7-12,

. paﬁticlipation. of college faculty in efforts to improve secondary

schools,
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+ employment of postsecondary student peer counselors,

 in-service training for secondary school staff,

« involvement of teacher education programs in the improvement of
. -secondary schools, or

« assisting school districts to upgrade the school curriculum.

In awarding the grants, CSU must give priority to schools participatin
in the University and College Opportunities program, authorized by C
1298/82. Under this program, school districts are permitted to use “exist-
ing local or categorical funds” to establish college preparatory programs
designed to increase the enrollment of under-represented minorities in
postsecondary education institutions—particularly in the fields of math-
ematics, science, and others that are technology based. CSU must give
second priority in awarding partnership program grants to schools with
low pupil participation in postsecondary education institutions.

The act directs the California Postsecondary Education Commission
(CPEC) to evaluate the partnership program. The evaluations, to be
submitted on a periodic basis, must assess the effectiveness of the program,
and must incluge indicators of changes in dropout rates and pupil enroll-
ment in postsecondary institutions.

Implementation Status. Senate Bill 813 included an appropriation of
approximately $1 million for the academic partnership program in 1984—
85, but the Governor vetoed these funds. The budget proposes no funding
for the program in 1984-85. :

The academic partnership program raises several questions that the
Legislature may wish to consider:

o Is CSU the appropriate entity to award the grants? Presumably,
individual CSU campuses will be competing with other colleges and uni-
versities for these grants. An alternative would be to assign this function
to the program advisory committee. ' _

o Is the allocation of state-funded grants to participants in the Univer-
sity and College Opportunities (UCO) program contrary to prior legisia-
tive intent? In enacting the UCO program, the Legislature declared
its.intent that funding be derived “from existing funds apportioned to
participating school districts so as to result in no additional costs to the
state.” The academic partnership program appears to provide, at least
ifndicllrectly, a means of support for the UCO program by using new state

unds. ‘ .

o Does the partnership program duplicate other programs? Both
the University and College Opportunities program and the Mathematics,
Engineering, Science Achievement (MESA) program are designed to
increase the enrollment of under-represented minorities in university and
college programs, primarily in mathematics, engineering, and science. We
recommend later in this Analysis that the Department of Education evalu-
ate the merits of consolidating the three programs.

9. Expansion 6f the California Assessment Program :

The' California Assessment Program (CAP) is designed to provide the
public, the Legislature, and local school districts with information regard-
ing the level of K-12 student performance in the state. Under this pro-
gram, standardized achievement tests are administered to all public
school students at specified grade levels, with results reported on a school-
wide and districtwide basis. Prior to the enactment of SB 813, CAP tests
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were administered to students in grades 3, 6, and-12. In addition, the range
of subject matter tested was limited by statute to “basic skills courses,”
such as reading, writing, and basic mathematics.

Senate Bill 813 authorizes the expansion of the California Assessment
Program to include the testing of students in grades 8 and 10. The act
further authorizes the State Board of Education to expand the range of
subject matter tested to include higher-level “content courses,” such as
literature, history, advanced mathematics, and science. Finally, the act
authorizes the Superintendent of Public Instruction to expand the pool of
questions used in the 12th grade test to the extent necessary in order to
obtain accurate estimates of schools’ performance for purposes of the new
Educational Improvement Incentive Program (discussed previously).

Implementation Status. Senate Bill 813 appropriated $200,000 annu-
ally to the Superintendent of Public Instruction in 1983-84 and 1984-85,
to fund the expansion of CAP to grades 8 and 10. The Governor’s Budget
provides $475,000 i addition to the $200,000 statutory appropriation in
1984-85, bringing the total amount for expansion of CAP to $675,000 in the
budget year.

At the time this Analysis was written, the State Department of Educa-
tion had completed the development and pilot testing of the 8th grade
CAP test. The department intends to administer this test statewide for the
first time in the spring of 1984. With the $675,000 proposed in 1984-85, the
department intendsto (1) develop and implement a 10th grade test which
includes an assessment of higher-level skills in science and social studies
and (2) expand the range of subject matter tested in the 8th grade to
include these areas and (3) administer the 8th grade test in 1984-85. In
addition, the department proposes to use $200,000 of this amount to report
CAP test scores on an individual student basis in grades 8 and 10. We
discuss these issues in greater detail later in this Analysis.

10. Golden State Examination Program

Senate Bill 813 establishes the Golden State Examination Program, to
recognize the achievement of high school students in specified academic
areas. Specifically, the act requires the Superintendent of Public Instruc-
tion, in consultation with representatives of public schools and institutions
of higher education, to develop academic subject matter examinations in
each of the following areas by March 15, 1985:

+ English literature and composition,

o Mathematics,

Laboratory sciences,

Foreign languages,

United States history,

Health seiences, an .
Other areas designated by the Superintendent of Public Instruction.

" Under the provisions of the act, students in participating school districts
would be eligible, on a voluntary basis, to take any of the examinations
offered. A student attaining a qualifying score would receive an honors
designation in the tested subject, which would be affixed to his or her high
school diploma. The act also declares legislative intent that school districts
encourage loeal businesses to “recognize” pupils who achieve an honors
designation on the Golden State examination. v

Implementation Status. Senate Bill 813 appropriated approximately
$128,000 to the State Department of Education (SDE) for the initial costs
of developing examinations during 1983-84. (This level of funding was
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based on the estimated costs of developing two subject matter exams.) At
the time this Analysis was written, SDE was exploring the possibility of
contracting with a private testing organization for development of the
. Golden State exams and none of the funds appropriated for 1983-84 had
been expended. The Governor’s Budget provides no funds for this pro-
gram in 1984-85.

11. Agricultural Vocational Education Incentive Program

‘Senate Bill 813 creates the Agricultural Vocational Education Incentive
Program, under which the Superintendent of Public Instruction may
award grants to school districts, on a matching basis, for the purchase or
lease of equipment (defined as nonsalary iterns) for agricultural vocation-
al education. The superintendent may waive the matching requirement
if it would create a financial hardship for the district. ,

This new program was first proposed during the latter stages of the SB
813 conference committee’s geli erations. Staff in the Department of
Education subsequently informed us that the proposal stems from a-De-

. cember 1982 report prepared by the Agricultural Vocational Education
Advisory Committee. The committee developed 15 program standards for
vocational ‘education in agriculture (one of which related to facilities,
equipment, and supplies), and estimated that an additional $6 million
would be needed to meet the 15 standards. The report, however, does not
indicate how this estimate was made, nor does it specify how much of the
$6 million would be required for facilities, equipment, and supplies.

Implementation Status. Senate Bill 813 appropriates $3.1 million for
the -agricultural vocational program in 1983-84. The bill does not include
an appropriation for the program in 1984-85, and the Governor proposes
no additional funding in the budget year. '

Under regulations developed by the State Department of Education,
schools were permitted to apply for a maximum of $12,500 per agricultural
vocational education teacher (full-time equivalent). The department re-
ceived applications for funding from 269 schools, requesting a total of $4.3
million. Based on evaluations by “review teams,” the department allocat-
ed the available $3.1 million. None of the applicant schools was denied
funding. Awards ranged from $574 to $62,500 per school site, with the
average being $11,400.

12. Strengthening Student Discipline

Senate Bill 813 makes several changes designed to strengthen laws gov-
erning student discipline. Specifically, school principals are required to
recommend expulsion of pupils engaged in any of the following acts: (1)
causing serious physical injury to another person, except in self-defense;
(2) possession of any firearm; knife, explosive, or other dangerous object
of no reasonable use to the pupil at school; (3) unlawful sale of any con-
trolled substance -(except for the sale of not more than one ounce of
marijuana); and (4) robbery or extortion. Prior to SB 813, principals were
permitted—but were not required—to recommend expulsion for these
offenses. _ C

The measure also: , :

o allows districts to adopt regulations authorizing teachers to assign

failing grades to pupils with excessive unexcused absences,

« prohibits students suspended from one class from being placed in

another regular class, '
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» allows teachers to require make-up work by suspended pupils, and

o requires school districts, upon a student’s classification as truant, to
provide notification to the pupil’s parent or guardian by first-class
mail or other reasonable means.

Implementation Status. At the time this Analysis was written,
school district governing boards had revised—or were in the process of
revising—their procedures relating to student discipline to conform with
the new state laws. In the course of our field visits, we found school district
administrators to be generally supportive of these discipline provisions.

School districts may incur additional costs in complying with the re-
quirement that parents of truant pupils be notified of tﬁeir child’s truancy.
Districts may claim state reimbursement for these costs, pursuant to Arti-
cle XIII B of the California Constitution. We have no estimate, however,
regarding the potential state liability for such claims.

B. STRENGTHENING THE TEACHING PROFESSION

A major component of the SB 813 reforms is the strengthening of the
teaching profession. The discussion which follows is divideg into two parts:
The first considers those elements aimed at increasing the supply of teach-
ers. The second considers those elements aimed at improving the quality
of the teaching profession.

1. Increasing the Supply of Teachers

a. Minimurn Teachers’ Salaries. In order to increase the attractive-
ness of the teaching profession, SB 813 (as amended by AB 70) provides
reimbursements to school districts and county offices of education that
increase salaries paid beginning teachers. Specifically, the act provides
that the state wilFreimburse districts and county offices for the costs of
increasing the lowest salary on the teachers’ pay schedule by 10 percent

er year in 198384 to 1985-86, to a maximum of $18,000 (adjusted annually
or inflation). These local education agencies are also entitled to state
reimbursement of (1) any costs incurred in bringing existing teachers’
salaries up to the new minimum salary level and (2) the costs of increased
contributions to the State Teachers’ Retirement System which are at-
tributable to the minimum salary adjustment. (The employers’ contribu-
tion rate currently equals 8 percent of the teacher’s salary).

Under this program, districts and county offices may receive reimburse-
ment for increasing the salaries of only those teachers who (1) hold a valid
California teaching credential, (2) possess a baccalaureate or higher de-
gree, and (3) receive a salary paid from the agency’s general fund. School
districts and county offices must also certify that the increase in minimum
teacher’s salaries did not require an increase in other teachers’ salaries on
the pay schedule. Any funds which a district or county office receives
under this program will be permanently built into its base revenue limit
in succeeding years. :

Table 9 presents an example of how the minimum teachers’ salaries
provision of SB 813 would affect the salary schedule of a hypothetical
school district. This table shows two salary schedules—one before the
school district increases its minimum teachers’ salaries, and the other after
these increases are made. Although the salaries shown in the schedule are
hypothetical, the form of the schedule~~in which a teacher’s salary is
based solely on a combination of his or her academic training and years
of teaching experience—is typical of schedules used by California school
districts generally.
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Table 9

Effect of SB 813 Minimum Teachers’ Salary Provisions on a Hypothetical School
. District Salary Schedule
I. Before Minimum Teachers’ Salary Adjustment

Years of Experience

Academic Training Zero One Two Three

B.A. $13,000 $14,000 $15,000 $16,000
B.A. plus 15 units 14,000 15,000 16,000 17,000
B.A. plus 30 units 15,000 16000 - 17,000 18,000
B.A: plus 45 units : . 16,000 17,000 18,000 19,000

Il. After Minimum Teachers’ Salary Adjustment
Years of Experience

Academic Training Zero One Two Three
BA. : : $14,300 $14,300 $15,000 $16,000
B.A. plus 15 units - 14,300 15,000 16,000 17,000
B.A. plus 30 units 15,000 16,000 17,000 18,000
B.A. plus 45 units 16,000 17,000 18,000 19,000

As shown in Table 9, the lowest salary paid a beginning teacher under
the hypothetical district’s salary schedule, before the increase in minimum
teachers’ salaries, is $13,000. This salary is paid to teachers with a bachelor’s
degree and no teaching experience: Under the terms of SB 813, the district
is permitted to increase by 10 percent the salaries paid all teachers at this
point on the salary schedule—to $14,300. For each teacher’s salary so
increased; the district would receive from the state $1,404 ($1,300 plus $104
for the district’s increased STRS contribution). ‘

In addition, the district may also increase to $14,300 the salaries of any
teachers whose salaries otherwise would be below the new minimum
level. Thus, in the example shown in the table, the district may increase
the salaries of those teacﬁers who were paid $14,000 under the old sched-
ule. For each of these teachers whose salary was increased, the district
would receive from the state $324.

The new salary schedule which results from this hypothetical district
increasing its minimum teachers’ salaries is shown in the lower half of
Table 9. Under this schedule, all of the salaries within the upper left-hand
corner receive the same salary. Thus, a teacher with a bacEelor’s degree
and no experience would receive the same salary as a teacher with a
bachelor’s degree and a year’s teaching experience.

Implementation Status. Senate Bill 813 appropriated approximately
$12.3 million in 1983-84 and $24.7 million in 1984-85 to increase minimum
teachers’ salaries. The Governor vetoed the 1984-85 funds contained in
the bill, but requests $24.8 million in his budget for this purpose.

During our field visits, school district administrators expressed confu-
sion regarding the implementation of the minimum teachers’ salary provi-
sions. While many issues have since been clarified by SDE, there remain
contradictory interpretations of how the program will operate in 1984-85.
SDE has advised school districts that, if they accept reimbursement for the
costs of increasing minimum teachers’ salaries in 1983-84, they are not
obligated to adjust the salaries shown on their salary schedules to reflect
the actual amounts (including the state-funded adjustment) paid teachers
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—despite the fact that the state funds are permanently built into the
Eer-pupil revenue limits. As a result, some school district administrators

elieve that, in 1984-85, they may continue to receive the permanent
revenue limit adjustment amount plus reimbursement for increasing the
lowest scheduled (as opposed to the lowest paid) salary by 10 percent,
even though they actually will be paying a minimum salary that is no
greater than what was paid in 1983-84. We address this issue later in this
Analysis.

In addition, we found that many school district administrators were
hesitant to participate in the minimum teachers’ salary program because
of the problem of “compaction” that results from raising only the mini-
mum salaries. This problem would, of course, place a great deal of pressure
on school district governing boards to reestablish salary gradations, based
on experience and level of educational attainment, among those teachers
whose salaries are set at the new minimum ($14,300 in the hypothetical
example discussed above). This, in turn, would create pressures to in-
crease salaries at all other levels on the schedule. Yet, SB 813 provides that,
as a condition of receiving reimbursements under the program, districts
must certify that the increase in minimum teachers’ salaries does not
require the district to increase the salaries of other teachers.

b. Teacher Trainees. Senate Bill 813 establishes a “teacher trainee”
certificate which authorizes the holder to teach in grades 7-12 under the
guidance of ‘a mentor teacher. The requirements which a person must
satisfy in order to obtain such a certificate include a baccalaureate degree
and passage of the state basic educational skills proficiency test (CBEST)
and the a(i)propriate subject matter examination. Teacher trainees may be
employed only if the district certifies that there is not a sufficient number
of credentialed teachers available to meet its needs. Trainees are author-
ized to teach in their undergraduate major or minor subjects. They will
be eligible for a preliminary teaching credential after two years of service
as a trainee, upon recommendation of the school district governing board.

Implementation Status. The Commission on Teacher Credentialing
(CTC) indicates that regulations governing the trainee program will be
developed by March 1984. Because trainees will serve under the guidance
of a mentor teacher, implementation of the trainee program is predicated
upon implementation of the teacher mentor program (discussed later in
this overview). .

The teacher trainee program was established primarily to upgrade the
quality of instruction in areas where there are teacher shortages. Such
shortages are indicated by the fact that in 1982-83, the CTC issued 5,768
emergency credentials (excluding short-term substitute teachers). Emer-
gency credential holders do not have to pass a subject matter examination
and, based upon a finding of need by the district governing board, do not
have to possess a baccalaureate degree. :

The trainee program may also serve to challenge the validity of the
current requirements for certifying teachers. If it can be shown that teach-
er trainees perform as effectively as regular teachers, the pedagogical
requirements for credential certification should be reassessed. Senate Bill
813 requires thie CTC to submit a report on the effectiveness of the teacher
trainee program by January 1, 1987.

‘¢, Teacher Shortage Student Loan Assumption Program. In order to
increase the ability of public schools to attract and retain teachers in
mathematics, science, and other fields where critical shortages (as defined
by the Superintendent of Public Instruction) exists, SB 813 establishes the
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California Teacher Shortage Loan Assumption program. In order to be
eligible to participate in the program, an applicant must have a baccalau-
reate degree which qualifies him or her to teach in one of the shortage
areas, and must have received a loan under the Federal Guaranteed Stu-
dent Loan (FGSL) program, National Direct Student Loan (NDSL) pro-
gram, or another program approved by the Student Aid Commission.

The loan assumption program provides that if an eligible participant
teaches for three years in a school district with a shortage of teachers in
one or more of the designated subject areas, the state will repay up to
$8,000 of the participant’s outstanding student loans. Specifically, SB 813
provides that the Student Aid Commission (SAC) shall assume up to
$2,000 of the student loan after the participant completes one school year
of teaching service and an additional $3,000 per year upon completion: of
the remaining two years of service. Should the participant fail to complete’
three years of teaching service, however, he would assume full liability for
his student loans—including any portion which has already been assumed
by the state. '

Senate Bill 813 provides that, by the 1985-86 school year, the SAC shall
assume up to 500 student loans. TKe act further declares legislative intent
that, commencing in 1984-85, funding necessary for the administration of
the loan assumption program‘shall be included in the commission’s budget
in an “amount necessary to meet the student loan obligations incurred by
the commission.” :

Implementation Status. Senate Bill 813 appropriated $100,000 annu-
ally in 1983-84 and 1984-85 to the Student Aid Commission to administer
the California Teacher Shortage Loan Assumption program. The Gover-
nor’s Budget reflects the $100,000 statutory appropriation in the commis-
sion’s budget for 198485, but provides no additional funding for program
administration or for the costs of assuming student loan obligations.

At the time this Analysis was written, the Student Aid Commission was
drafting guidelines for the implementation of the California Teacher
Shortage Student Loan Assumption program, based on the assumption
that selected participants would begin their first year of teaching service
in September 1984. Because the act provides that SAC shall begin to
assume loan obligations only upon the completion of this first year’s serv-
ice, it is unlikely that the commission will incur any costs due to loan
assumptions prior to 1985-86. The amount necessary to repay student
loans in that and succeeding fiscal years will depend on the number of
students who successfully complete their service obligations and the value
of the loans assumed. ’ ‘

2. Improving the Quality of the Teaching Profession

a. Mentor Teacher Program. 'To encourage retention of exemplary
teachers and the upgrading of skills possessed by new and experienced
teachers, SB 813 (as amended by AB 70) provides funds to school districts
and county offices of education to implement the California Mentor
Teacher Program. Under this program, districts and county offices may
designate as “mentor teachers” a number of eligible teachers equal to 5
percent of the total number of certificated classroom teachers. In order
to be eligible to participate in this program, a teacher must:

e be a credentialed classroom teacher with permanent status,

 have substantial recent classroom instruction experience, and -
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+ have dermonstrated exemplary teaching ability, such as effective com-
munication skills, subject matter knowledge, and mastery of a range
of teaching strategies necessary to meet the needs of different pupils.

In return for performing additional duties specified in the act, the mentor.

teacher will receive a stipend of up to $4,000 annually.

Senate Bill 813 provides that districts and county offices shall be reim-
bursed for (1) the cost of providing stipends to their mentor teachers and
(2) the necessary costs of operating the program, such as the cost of
substitute teachers and administrative costs. The act further provides that,
in 1983-84 only, the total amount of reimbursements provided for districts’
operating costs may not exceed one-third of the total amount appropriat-
ed for the program. In the event that the appropriated amount is insuffi-
cient to reimburse all participating districts and county offices, SB 813
requires the number o}) mentors for each district to be reduced propor-
tionately, so that each mentor may still receive a full stipend. (This
amount of the stipend may, however, be prorated, to reflect less than a
full academic year’s service by a mentor teacher.) ‘

The act specifies that, while the primary duty of a mentor teacher is to
provide assistance and guidance to new teachers, mentors may also give
assistance andl guidance to more experienced teachers. In addition, the
measure provides that mentor teachers may provide staff development
for teachers and develop special curricula. The act requires that, on the
average, the mentor spend at least 60 percent of his or her time in the
direct instruction of pupils. The act also prohibits mentor teachers from
participating in the evaluation of other teachers.

The mentor teachers are to be selected by a committee, a majority
which is composed of certificated classroom teachers. The remainder of
the committee is to be composed of school administrators but may also
include parents, pupils, or other public representatives, at the discretion
of the district governing board. Teachers selected by the committee may
serve as mentors for up to three years and may then be reappointed by
the committee.

Implementation Status. Senate Bill 813 appropriated $10.8 million in
1983-84 (half-year cost) and $30.8 million in 1984-85 for implementation
of the California Mentor Teacher Program. While the Governor vetoed
the SB 813 funading for 1984-85, his budget proposes $30.8 million for this
program. (This amount is composed of $10.8 million to continue the level
of funding established in 1983-84 plus $20 million for expansion of the
program in the budget year.)

" Pursuant to SB 813, the Superintendent of Public Instruction has recom-

mended to the State Board of Education rules and regulations to imple-
ment this program. The board, however, was not required to adopt such
rules and regulations until January 1, 1984. At the time this Analysis was
written, the rmentor teacher program had not yet been implemented.
. Senate Bill 813 also required the Superintendent of Public Instruction
to submit a report to the Legislature by November 15, 1983, which in-
cludes a plan for programmatic review of applications and a summary of
implementation of the mentor teacher program. At the time this Analysis
was written, our office had not received this report.

In our field wvisits, a recurrent issue of concern to school district adminis-
trators involved the determination of which aspects of the mentor teacher
program are subject to collective bargaining. On this issue, SB 813 pro-
vides only that “the subject of participation by a school district or an
individual certificated classroom teacher in a mentor teacher program
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shall not be included within the scope” of collective bargaining. Accord-
ingly, school district administrators have sought guidance from the De-
partment of Education as to the extent of this exclusion. For example, does
the exclusion extend only to the issue of whether or not a district chooses
to participate in the program, or does “the subject of participation” also
refer to the manner in which a district chooses to participate? The depart-
" ment, however, has taken the position that to provide guidelines on this
issue would be inappropriate.
b. Teacher Credentialing Changes. Senate Bill 813 makes significant
changes in the laws governing teacher credentialing. Specifically, the bill:’
s establishes, for the first time, continuing education requirements for
teacher credentials issued after September 1, 1985, and
o directs the Commission on Teacher Credentialing (CTC) to establish
procedures requiring college instructors to do field work in public
school classrooms.

Prior to the enactment of SB 813, teachers holding the “clear” creden-
tial could obtain a “life” credential after two years of teaching. During
legislative deliberations on SB 813, the Governor advocated elimination of
the life credential and the imposition of continuing education require-
ments as a condition for credential renewal. As enacted, SB 813 specifies
that individuals applying for initial clear credentials on or after September
1, 1985, will not be eligible to receive a life credential. Instead, the act
requires that such persons will have to teach for at least one-half year and
complete at least 150 hours of “professional growth” activities every five
years in order to renew their clear credentials.

Under. SB 813, credential holders will design their own programs of
professional growth, consistent with regulations to be developed by the
Commission on Teacher Credentialing. SB 813 requires the commission to
include in its list of acceptable activities: .

« college and university courses,
« participation in professional conferences, workshops, teacher center
programs, or staff development programs,

e service as a mentor teacher,

o participation in systematic programs of observation and analysis of
. teaching,

e service in a leadership role in a professional organization, and

o participation in educational research or innovation efforts.

Senate Bill 813 also directs the CTC to develop procedures requiring
college faculty, who teach courses related to teaching methods, to partici-
pate in public elementary or secondary school classrooms at least once
every three years.

Implementation Status. The CTC indicates that regulations govern-
ing faculty field work will be developed by March, 1984. No timeline has
been established for the development of regulations on individual pro-
grams of professional growth.

Our analysis has identified the following policy issues concerning the
individual programs of professional growth, which the Legislature may
wish to address: :

e Should there be a requirement that professional growth activities be
related direetly to the teacher’s job? Ccurse work submitted by teach-
ers for salary schedule advancement sometimes is not related, or is related
indirectly, to their jobs (courses in administration, for example).
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o Should service as a mentor teacher be included in the list of accepta-
ble activities? If so, this implies that once teachers reach a certain lev-
ell( ﬁf proficienncy, continuing education will not improve their teaching
skills.

o Should service as a leader in a professional organization be included
in the list of acceptable activities? 1t is not clear how such experience
would result in improved teaching skills.

The provision requiring field work by college instructors of teaching
methodology might require an increase in funding for the California State
University and the University of California to cover the added workload
this requirement will create. Consequently, this provision of SB 813 may
have an indirect fiscal impact on the state. The extent of these costs, and
the degree to which they can be absorbed within the university budgets,
will depend on regulations to be developed by the CTC and subsequent
legislative action in the annual Budget Act.

c. Teacher Competency Evaluations. Prior to the enactment of SB
813, school district governing boards were required to use the following
three criteria in evaluating and assessing the competency of teachers:

« the progress of students toward district-established standards of ex-

pected student achievement,

o the performance of such noninstructional duties and responsibilities

as may be prescribed by the boards, and

« the establishment and maintenance of a “suitable learning environ-
ment.”

Senate Bill 813 changes these criteria to place a greater emphasis on
teachers’ performance of instructional duties. Specifically, the act repeals
the requirement that teachers be evaluated with respect to the perform-
ance of noninstructional duties and provides instead that they shall be
evaluated with respect to their “instructional techniques and strategies”
and their “adherence to curricular objectives.” This measure also changes,
from 60 to 30 days prior to the end of the school year, the deadline for
giving written evaluations to employees.

The act further provides that, if a permanent certificated employee
receives an unsatisfactory evaluation, the employee must be evaluated
annually until he or she receives a satisfactory evaluation or is separated
from the district. In the event the unsatisfactory rating is in the area of
teaching metheds or instruction, district governing boards may require an
employee to participate in programs to improve in these areas. Prior to
SB 813, district governing boards were required to evaluate permanent
certificated employees at least once every other year.

Senate Bill 813 also provides that, as a condition for receiving school
apportionments, district governing boards must adopt rules and regula-
tions by Decemmber 1, 1984, to:

e ensure that personniel who evaluate teachers have demonstrated

competence in instructional methodologies and teacher evaluation,

« Tecognize each probationary employee’s need for training, assistance,

and evaluation, and

« provide a procedure for pupils’ parents and guardians to file com-

plaints regrarding district employees.
These regulations are to be reviewed by school districts on an annual basis.

Implementation Status, At the time this Analysis was written,
school district governing boards had revised—or were in the process of
revising—their criteria for teacher evaluations to comply with the new
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standards imposed by SB 813. In addition, the Department of Education
had indicateg that it may issue an advisory letter in April or May of 1984,
suggesting how boards may develop the rules and regulations required to
be adopted by December 1984. The department had not, however, devel-
oped plans to monitor compliance in this area.

d. Layoff/Dismissal of Teachers. Senate Bill 813 makes several
changes in the procedures governing the layoff and dismissal of teachers.
The purpose of these changes is to provide districts with greater flexibility:
(&) to reduce staff in the event that the amount of funding provided in
the Budget Act is not sufficient to provide an increase in total revenues
of 2 percent per ADA, (2) to change the composition of the teaching force
in response to state-mandated modifications in curriculum, and (3) to
dismiss incompetent or unsatisfactory teachers more easily.

Specifically, the act provides that any district receiving an increase in
total revenues per ADA of Jess than 2 percent in any fiscal year may lay
off certificated personnel (including teachers) for lack of tunds. Under
these circumstances, eligible districts may impose such layoffs at any time
from five days following enactment of the Budget Act through August 15.
Our analysis indicates that only a handful of small districts will be affected
by this provision in 1983-84.

SB 813 also allows school districts to lay off teachers “whenever the
amendment of state law requires the modification of curriculum.” In
addition, SB 813 allows a school district to deviate from seniority order in
terminating or rehiring employees, if the district (1) demonstrates a spe-
cific need to do so or (2) in order to comply with constitutional require-
ments related to equal protection of the law. .

Finally, SB 813 makes it easier for districts to dismiss unsatisfactory
teachers. Specifically, it: ‘

¢ Permits school district governing boards to dismiss probationary

teachers hired in 1983-84 or thereafter for unsatisfactory perform-
ance, according to criteria developed by the boards or for “cause.”

o Reduces the required notification period for dismissal of teachers

charged with unprofessional conduct, from 90 to 45 days.

e Provides that nonsubstantive procedural errors committed by a dis-

trict in the dismissal of a teacher shall not be grounds for dismissing
the charges against the teacher, unless the errors are prejudicial.

Implementation Status. At the time this Analysis was written, most
school districts had not yet had an opportunity to take advantage of the
new laws governing the layoff and dismissal of teachers. As a result, it is
too early to determine the effect of these changes.

Because of the additional funding provided to schools through the
Budget Act, SB 813, and AB 70, only a few small school districts received
an increase in total revenues of less than 2 percent per ADA in 1983-84.
Consequently, few school districts were eligible to impose layoffs under
the new “lack of funds” provisions.

On the other hand, the provisions granting school districts greater flexi-
bility in changing the composition of the teaching force should permit
districts to implement in a cost-effective manner the new high school
graduation requiremerits mandated by SB 813. This, in turn, will reduce
the amount of costs for which districts may claim reimbursement from the
state, pursuant to Article XIII B of the California Constitution.

e. Substitute Teachers. Under the laws in effect prior to the enact-
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ment of SB 813, school districts hiring substitute teachers were required
to cglive first priority to any teachers formerly employed by the district who
had been laid off. Because a teacher employed as a substitute generally
earns less than what he or she would earn as a regular teacher, some school
districts might find it fiscally advantageous to re-hire laid off teachers as
substitutes on a long-term basis, rather than reappoint them to regular
teaching positions.

Senate Bill 813 seeks to curtail this practice, by requiring that a laid off
employee who serves as a substitute teacher for at least 21 days within any
60-day period be paid no less than the amount he or she would earn as a
regular teacher. The act further provides that the higher rate of pay shall
be applied retroactively to the first 20 days of service.

Implementation Status, At the time this Analysis was written,
school district governing boards had revised—or were in the process of
revising—their policies regarding payments to long-term substitute teach-
ers, in order to comply with the requirements of SB 813. v

We have no information on the extent to which school districts may
have engaged in the practice of rehiring laid off teachers as long-term
substitutes. Consequently, we are unable to determine what effect this
provision of SB 813 is likely to have in curtailing this practice.

~ C. STRENGTHENING THE ADMINISTRATION OF SCHOOLS

While most of the reform emphasis in SB 813 was on improving class-
room instruction and the teaching profession, some of the programs estab-
lished or modified by the act are directed at improving school
administration. These programs are discussed in this section.

1. Administrator Training/Pilot Project for Administrative Personnel

Senate Bill 813 makes minor modifications to two programs authorized
by Ch 1388/.82:

e The Administrator Training and Evaluation program, formerly called
the California Leadership Institute, which allows a school district,
county superintendent of schools, or a consortium of those agencies
to apply for funds in order to establish a three-year project for ad-
ministrator training. The purpose of this program is to improve the
clinical supervision skills of administrators.

«+ A pilot project for administrative personnel recruitment and selec-
tion, to be operated by county superintendents of schools or consortia
of school districts, selected by the State Board of Education. The
purpose of this program is to assist school districts in selecting ad-
ministrative personnel.

Because the Legislature did not provide any funding for these programs
in 1982-83 or 1983-84, they have not been implemented to date.

Implemention Status. Senate Bill 813 contained an appropriation of
approximately $500,000 to support the Administrator Training and Evalua-
tion program in 1984-85, but these funds were vetoed by the Governor.
The Governor’s Budget, however, proposes $2.0 million for the program
in 1984-85. Senate Bill 813 provided no appropriation for the pilot project,
but declared legislative intent that it be funded in the Budget Act. The
Governor’s Budget proposes- $250,000 for this program in 1984-85. The
State Department of Education has not issued regulations governing the
programs, and no timelines have been set for the development of such
regulations.

47—77958
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2. Innovative Local Experiments to Strengthen Personnel and Management

Senate Bill 813 requires the Superintendent of Public Instruction to
select up to five pilot projects designed to: improve the efficiency of school
district operations, devise incentives for personnel to serve in high-de-
mand areas, improve on-the-job training of new personnel, and improve
personnel evaluations. The act terminates authorization for these pilot
projects on July 1, 1985.

Implementation Status. Senate Bill 813 contains no appropriation
for this program, but declares that the state should fund the marginal costs
of the pilot projects. Presumably, the Legislature’s intent is that the
Erojects be funded in the Budget Act or separate legislation. The 1984-85

udget proposes $250,000 for the program.

The State Department of Education has not issued regulations govern-
ing the implementation of this program, and no timelines have been
established for the development of such regulations.

D. GENERAL FINANCE PROVISIONS OF SB 813

Although it maintained the basic revenue limit mechanism for provid-
ing financing K-12 schools, SB 813 made numerous changes to revenue
limit calculations. The discussion which follows details these and other
related changes to those formulas which generate most of the general
purpose revenue going to school districts.

1. Revenve Limit Changes i

The majority of state support for K-12 public schools is allocated to
school districts through the revenue limit funding system. This system,
developed in part to comply with the State Supreme Court’s Serrano
decision, has undergone many changes since revenue limits were first
established in 1973-74. Senate Bill 813 marks another stage in the evolution
of California’s school finance system. i

The act makes numerous technical and substantive changes in the laws
governing the calculation of K-12 revenue limits. The measure provides
significant adjustments to each district’s base revenue limit, restructures
funding adjustments for ADA growth and decline, and specifies a govern-
ment cost index to determine annual cost-of-living adjustments for K~12
support. Below, we discuss some of the major provisions of SB 813 affecting
revenue limits and their implications for the future.

a. Cost-of-Living Adjustment (COLA)

The 1983 Budget Act provided sufficient funds to grant a 6 percent
COL.A to school district and county office of education revenue limits, and
a3 percent COLA to selected categorical programs, in 1983-84. Senate Bill
813 provided additional funds which resulted in an overall COLA of: (1)
8 percent for school district and county office of education revenue limits
and special education programs and (2) 6 percent for the remaining
programs. The measure also establishes a statutory COLA for these reve-
nue limits in 1984-85 and each year thereafter, equal to the change in the
Implicit Price Deflator for Government Goods and Services during the
preceding fiscal year. Based on the projected change in this index, we
estimate the statutory COLA requirecf by SB 813 for 1984-85 is 5.5 percent.

The Governor’s Budget proposes a 3 percent COLA for revenue limits,
in lieu of this statutory adjustment. This results in an underfunding of
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revenue limits relative to the requirements of current law amounting to
approximately $200 million. We address this issue later in this Analysis.

By linking the revenue limit COLA to a government cost index, SB 813
departs significantly from previous school finance law. Prior law specified
the percentage amount by which the per-pupil revenue limit would be
increased in each year. In some years, the specified percentage fell short
of the pereent increase in the prices school districts had to pay. In other
cases, the specified percentage exceeded the rate of inflation.

Linking the revenue limit COLA to the Implicit Price Deflator for
Government Goods and Services, rather than to an arbitrary percentage,
should, to the extent that this index is a reasonable measure of school
district costs, eliminate the erosion of district purchasing power by infla-
tion.

b. Serrano Equalization Features

Senate Bill 813 also significantly altered the funding provisions designed
to meet the court’s ruling in the Serrano v. Priest case. In 1977, the Legisla-
ture enacted AB 65 (Chapter 894) as a means of ensuring that educational
expenditures per pupil did not vary significantly from district to district
due to differences in district wealth. This measure established a school
finance funding mechanism which. provided school districts different
COLAs depending upon their per-pupil revenue limits. In general, a dis-
trict with a revenue limit above the statewide average would receive a
smaller COLA than would a district with a revenue limit below the state-
wide average. Under this system, per-pupil funding levels would be drawn
to the statewide average (“squeezed”) over time because of the differen-
tial COLA adjustments. Thus, funding disparities stemming from differ-
ences in district wealth gradually would be reduced.

Senate Bill 813 eliminates the equalization mechanism established in AB
65, by repealing the “squeeze” formulas which determined each district’s
revenue lirmit COLA. In their place, SB 813 provides that revenue limits
below the statewide average in 1983-84, as computed after all adjustments
have been made, are to be raised to within $50 of the computational
average. In 1984-85, below-average revenue limits are to be raised to the
computational average. The actual statewide average revenue limit, of
course, increases when the equalization adjustment is provided; conse-
quently, it is, as a practical matter, impossible to bring revenue limits
below the actual statewide average revenue limit to. the average without
requiring a corresponding reduction in the revenue limits which fall
above the statewide average. Senate Bill 813 provides $23.5 million to
implement this provision in 1983-84, and the budget proposes $145 million
for additional equalization in 1984-85.

Unlike the equalization mechanism of AB 65, this system does not pro-
vide smaller COLAs to districts with revenue limits above the statewide
average. Under SB 813, all districts of the same type (elementary, high
schooﬁ and unified) receive the same fixed dollar amount as a COLA. This
amount is computed by multiplying the average revenue limit for each
type of district by the percentage COLA granted. In 1983-84, for example,
all elementary school districts receive a COLA of $137 per ADA, high
school districts receive $168 per ADA, and unified districts receive $149
per ADA. .

SB 813 also limits the amount of state aid provided to districts which
have a per-pupil revenue limit greater than 105 percent of the statewide
average revenue limit and which are experiencing enrollment growth.
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Specifically, if a district experiences ADA growth beyond the 1982-83
level, the additional ADA are funded at either (1) the district-specific
revenue limit or (2) 105 percent of the statewide average revenue limit,
whichever is lower. This provision supports state efforts to comply with

the Se}z;rano decision, to the extent that state aid is provided for enrollment
growth. '

<. Adjustments to Base Revenue Limits

In addition to altering the provisions of law governing cost-of-living
adjustments to revenue limits, SB 813 made several changes to the “base
revenue limit” per pupil. The base revenue limit is the amount provided
to support the general education program, and excludes categorical funds
provided for special circumstances.

Some adjustments previously provided outside of the base revenue limit
are “folded into” the base under SB 813. Also, funding adjustments for new
programs established by SB 813 are folded into the base revenue limit. As
a result, the distinction between funds provided for a special purpose (for
example, increasing teachers’ salaries) or for a special circumstance (for
example, declining enrollment) and funds provided to support the gen-
eral operation of the school district has been eliminated. Eventually, it will
not be possible to determine whether or not the adjustments incorporated
in the base revenue limit are sufficient to achieve the purpose for which
they originally were provided.

Senate Bill 813 makes the following changes in the base revenue limit:

o $50 Million “One-Time” Funding. The trailer bill to the 1982
Budget Act, SB 1326 (Ch 327/82), provided $50 million to increase district
and county office revenue limits for the 1982-83 fiscal year only. These
funds provided an increase to revenue limits of $11.90 per ADA, statewide.
Senate Bill 813 permanently builds the funding provided by Ch 327/82
into school district réevenue limits. The measure does not, however, pro-
vide for a similar adjustment to revenue limits of county offices of educa-
tion. Assembly Bill 70 (Ch 1302/83), the clean-up bill to SB 813, addressed
this disparity by authorizing counties to make a similar revenue limit
adjustment and appropriated $720,000 to fund these adjustments: The
Governor, however, vetoed these funds from the bill. Consequently, the

amount available from SB 813 for district revenue limits will be prorated

among both districts and county offices of education.

o Minimum Revenue Guarantee. The 1983 Budget Act provided
that in 1983-84, no school district would receive less than 100 percent of
the revenues it received in 1982-83, regardless of the change in its ADA.
This 100 percent revenue guarantee was provided in lieu of a 102 percent
guarantee which had been provided in AB 777 (Ch 100/81) as an add-on
to eligible districts’ base revenue limits.

Senate Bill 813 eliminates the minimum revenue guarantee as an add-on
to revenue limits in 1983-84 and thereafter. Under the act, districts that
received funding for the guarantee in 1982-83 will continue to receive the
additional funds in the form of a permanent adjustment to their per-pupil
revenue limits. '

This new provision has two consequences for school districts. First, if a
district experiences an enrollment decrease in 1983-84 or some future
year, the amount built into the revenue limit will not provide enough to
guarantee a funding level equal to that received in the prior year. Second,
if a district’s ADA increases, it will continue to receive funds from the old
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minimum revenue guarantee, even though the -circumstance which
prompted the support—a significant ADA decline—no longer exists.

o Serranno Equalization Aid, As discussed earlier, SB 813 eliminates
the “squeeze” formulas which previously determined the cost-of-living
adjustment for each district’s revenue limit. The measure instead provides
that (1) similar types of school districts (elementary, high school, unified)
will receive the same COLA, irrespective of their per-pupil revenue limits
and (2) school districts with revenue limits below the statewide average
will receive equalization aid sufficient to bring them to the statewide
average by 1984-85. The equalization adjustment received in the prior
year, like the COLA amount, is automatically built into the district’s base
revenue lirnit.

e Minimum Teachers’ Salaries. As we discuss in greater detail else-
where in this Analysis, SB 813 provided $12.3 million in 1983-84 to increase
the salaries of entry-level teachers. The act provides that, beginning in
1983-84, school districts will be reimbursed for the costs of increasing their
minimum teachers’ salaries by 10 percent per year over a three-year
period, up to a maximum of $18,000 (adjusted for inflation). Although SB
813 authorized only school districts to participate in the program, AB 70
expanded the program to include county offices of education.

Under the terms of SB 813 and AB 70, districts and county offices of
education will receive support for this program in 1983-84 as an add-on to
their base revenue limits. The amount of the add-on, however, will be
folded into each district’s base in 1984-85 and similar funding adjustments
will be made in 1985-86 and 1986-87. By 1986-87, the full cost of raising
a district’s entry level salaries will be incorporated into its base revenue
limit, and no further funding adjustments will be made.

As with other adjustments to the base revenue limit, the amount pro-
vided pursuant to the minimum teachers’ salaries provision of SB 813 may
not correspond to the actual increase in cost to the district. For example,
a district receiving funding through its revenue limit to increase the sala-
ries of 10 entry-level teaching positions in 1983-84 would continue to
receive this support in future years, even if one or more of these positions
subsequently were eliminated. In other words, the law provides for no
reduction in a district’s revenue limit in the event that the extent of its
participation in the program falls below the original level.

o Maximaum Revenue Limit Increase. In order to limit the potential
increase in funding available to any particular district, SB 813 provides
that a district’s total revenues in 1983-84, expressed on a per-pupil basis,
shall not exceed 115 percent of its per-pupil revenues in 1982-83. For
1984-85 and thereafter, the increase in per-pupil support is limited to
twice the increase in the Implicit Price Deflator for Government Goods
and Services during the preceding fiscal year. Thus if the deflator in-
creases by 5.5 percent, districts could receive no more than an 11 percent
increase in their per-pupil support. S ,

School district administrators have indicated that this provision may
affect their decisions to participate in some of the new programs estab-
lished by SB 813. This is because the limit on the overall funding increase
may prevent a district from receiving all of the funds to which it otherwise

.would be entitled. In this situation, the additional funds to be gained may

not cover the increased costs associated with participating in the new
programs established by SB 813.




1468 / K-12 EDUCATION Item 6100
DEPARTMENT OF EDUCATION—Confinued '

d. Declining Enrollment Adjustment

Senate Bill 813 repeals the “declining enrollment adjustment” which
provided districts with funds in excess of the amounts that they would
have received if funded strictly on the basis of their ADA. Prior to SB 813,
districts received 75 percent of the revenue limit for pupils no longer in
attendance in the first year of the enrollment decline and 50 percent of
the revenue limit for the second year of the enrollment decline. Districts
received funding for students no longer in attendance in recognition of
the fact that district costs do not fall in direct proportion to the loss of ADA.

Under SB 813, districts are given the option of receiving apportionments
based on either their current-year or prior-year ADA, w i£1ever is great-
er. In addition, for 1983-84 only, districts are allowed to add 25 percent of
the ADA loss which occurred between 1981-82 and 1982-83, /ess any in-
crease in ADA between 198283 and 1983-84. Thus, in 1983-84 and beyond,
all declining enrollment districts would find it fiscally advantageous to use
their prior-year ADA for funding purposes, while growing districts would
find it advantageous to use their current-year ADA.

e. Other Changes to Revenue Limits

Two revenue limit changes made by SB 813 are related to retirement
and apprenticeship programs.

o Public Employees Retirement System (PERS) Deduction. The
1982 Budget Act reduced apportionments to districts and county offices
of education in order to capture the savings that resulted from a decrease
in the employer contribution rate to the PERS Fund. Senate Bill 813
continues the offset in 1983-84. The act repeals the offset for districts in
1984-85, but continues to require the offset for county offices of education.

o ‘Apprenticeship Programs. Prior to SB 813, school districts and
community college districts received $3.25 for each “clock hour” (60 min-
utes) of related and supplemental instruction offered to each indentured
apprertice. Senate Bill 813 redefines the clock hour, for purposes of cal-
culating reimbursement entitlements, as 50 minutes. The act provides no
additional funding in recognition of the change in the clock hour. It does,
however, authorize the Superintendent of Public Instruction and the
Chancellor of the California Community Colleges to transfer funds

.between Section A of the State School Fund (K-12 apportionments) and
Section B (community college apportionments) in the event of a funding
shortfall in one of the sections.

The change in the definition of “clock hour” raises two issues which the
Legislature should be aware of:

1. If the total amount of instructional time offered to indentured ap-
prentices in 1983-84 is the same as in 1982-83, an additional appropriation
will be required to fully fund the program. We estimate the additional
requirement to be $683,000 for K-12 districts.

9. If, on the other hand, school district administrators interpret.the
change in law as indicative of legislative intent that they reduce their
instructional offerings, students will receive 17 percent less instruction
than they received in 1982-83—at the same cost to the state. In either case,
the ultimate effect of the change in law is the same—the state will provide
a higher rate of reimbursement for each unit of instructional time offered
to indentured apprentices.

We discuss this issue at greater length later in this Analysis.
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2. Small School District Funding o ,

Senate Bill 813 reestablishes the necessary small school funding formula
to 1provide qualifying districts with additional state aid. This formula was
deleted from state law in 1978-79. Specifically, the act authorizes districts
operating a statutorily-defined “necessary small school” to receive school
apportionments based on either their ADA count or the number of cer-
tificated staff employed. :

The corresponding funding level is scheduled in law and is adjusted for
inflation by an amount proportionate to the increase provided to unified
district revenue limits. Qualifying districts, may, however, choose to re-
ceive their apportionments based on the system of revenue limits which
applies to school districts generally.

Under SB 813, districts are not required to receive the approval of the
SDE before they can qualify for funding through the necessary small
school formula. Rather, the county superintendent of schools is responsi-
ble for determining a district’s eligibility and computing its apportion-
ment based upon the codified funding schedules. If a district cannot meet
all of the criteria specified in the act, it may still be eligible for the special
allocation, provided it secures a waiver from the Superintendent of Public
Instruction.

Implementation Status. Senate Bill 813 provided $3 million to fund
necessary srmall schools in 1983-84. At the time this analysis was prepared,
however, we were unable to determine whether the appropriation will be
sufficient to meet total claims in the current year. The Governor’s Budget
proposes $3.1 million for this program in 1984-85.

3. Special Ecucation Adiusimenis

Senate Bill 813, in conjunction with the 1983 Budget Act, provided an
8 percent (COLA for special education entitlements, including special
transportation, in 1983-84. This is equal to the COLA provided for K-12
apportionments and is consistent with prior law which linked special edu-
cation COL.As to the statewide average COLA provided to revenue limits
of large unified school districts.

In addition, the act reduces school districts’ entitlements to special edu-
cation funds by increasing the offset for students in special day classes.
Because these students spend most of the instructional day in the special
education program, the revenue limit generated by them is counted as an
offset to the special education entitlement. The act also redefined the
r%}/enue limit to include funds previously excluded, thus increasing the
offset. -

Finally, commencing in 1984-85, the act requires districts to establish a
transportation fund and deposit into the fund all transportation allow-
ances, including those for special education transportation. Other reve-
nues may be deposited into the fund at the district’s option, but all
revenues must be expended on approved transportation costs only.

Implementation Status. Senate Bill 813 appropriated $94.4 million to

rovide sufficient funds to grant, in concert with the funds appropriated
Ey the 1983 Budget Act, an 8 percent COLA to special education and a 6
percent COLA to “all other categorical programs.” The State Department
of Education allocated $49.1 million of this amount to special education,
in order to increase the COLA to 8 percent from the 3 percent provided
in the Budget Act. -

Senate Bill 813 also appropriated $99.7 million in 1984-85 for “‘mainte-
nance of cost-of-living adjustments granted for special education pro-
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rams and other categorical programs in prior fiscal years,” but these
unds were vetoed by the Governor. The Governor’s Budget, however,
proposes to maintain in the base the 8 percent COLA granted in 1983-84.
In addition, the budget proposes $37.0 million to grant a 3 percent COLA
to special education in 1984-85. This amount is $30.8 million less than the
amount required to fund fully the statutory COLA for special education,
which we estimate to be 5.5 percent in the budget year.

4, Adult Education Adjustments

Adult education programs, operated by K-12 school districts, are funded
on a revenue limit basis, with revenue limits varying by district. These
programs offer courses in parenting, basic education, English as a Second
Language, citizenship, classes for handicapped persons, vocational educa-
tion, home economics, health and safety, and classes for older adults. The
sta8tewide average revenue limit for these programs was $940 per ADA in
1982-83.

Prior to the enactment of SB 813, adult education programs were au-
thorized an annual COLA of 6 percent. Districts having adult revenue
limits above the statewide average, however, were not entitled to an
inflation adjustment. Prior law also provided for no state-funded enroll-
ment growth in 1982-83 or subsequent years.

Senate Bill 813 provides (1) for 1983-84, an inflation adjustment of $70
per prior-year adult ADA, regardless of the district’s adult revenue limit,
(2) for subsequent years, an inflation allowance equal to 6 percent of the
prior year’s statewide average adult revenue limit per ADA, with each
district guaranteed a minimum revenue limit equal to 1.06 times the prior
year statewide average, and (3) 2.5 percent annual growth in state-funded
adult ADA, beginning in 1983-84. Total funding for adult education in
1983-84 is estimated to be $160 million.

Both the flat grant inflation provision and the minimum revenue limit
provision of SB 813 will tend to equalize adult revenue limits among school
districts. By bringing all districts up to the prior-year revenue limit aver-
age, SB 813 operates on the concept of equalization by “leveling up,” with
the greatest gain accruing to districts with low revenue limits,

Implementation Status. Senate Bill 813, in conjunction with the
Budget Act of 1983, appropriated approximately $9 million for a 6 percent
COLA for adult education programs in 1983-84. Because the authorized
$70 per ADA inflation adjustment represents a 7.4 percent increase, the
amount appropriated will not fully fund the authorized 1983-84 COLA.
We estimate that the combined appropriations from SB 813 and the
Budget Act will provide approximately $56 of the $70 per ADA COLA
called for by SB 813.

Senate Bill 813 appropriated approximately $12 million for adult educa-
tion inflation and growth in 1984-85. These funds were vetoed by the
Governor. The bill did not contain an appropriation to fund the minimum
revenue limit provision in 1984-85. The Department of Education esti-
mates that $2.2 million will be required for this purpose, and $14.1 million
will be needed for authorized inflation and growth. The budget proposes
$171 million to fund adult education in 1984-85, including the authorized
2.5 percent growth in enrollment, the minimum revenue limit provision
(“leveling up”) and a 3.0 percent COLA. :

The principal issue arising from the provisions of SB 813 dealing with
adult education involves the method of achieving equalization. “Leveling
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up” is a relatively high-cost method which assumes that (1) those districts
with high revenue limits have been funded at an appropriate level and (2)
other districts have been underfunded. Because of the difficulty of meas-
uring program benefits and a lack of data on the need for adult education
among the districts, however, there is no analytical basis to determine the
most cost-effective level of funding for adult education programs.

5. Regional Occupational Centers and Programs

Regional Occupational Centers and Programs (ROC/Ps) provide voca-
tional training to high school pupils and adults. In 1982-83, ROC/Ps en-
rolled 61,891 high school ADA and 29,565 adult ADA (state-funded).

Senate Bill 813 requires ROC/Ps to give priority to youth 16-18 years
old, and specifies that at least 70 percent of the funds appropriated for
ROC/P enrollment growth in 1983-84 shall be allocated to high school
ADA. To be eligible for these funds, ROC/Ps must increase the number
or percentage of enrolled pupils aged 16-18 years, but this requirement
may be waived by the Superintendent of Public Instruction. The legisla-
tion also requires school district governing boards to prepare an annual
plan to increase the participation in ROC/Ps of 11th an(i) 12th grade pupils,
if these pupils can benefit from ROC/P courses.

These requirements, which emphasize the role of ROC/Ps in training

high school pupils, are consistent with the recommendations contained in
a report on vocational training submitted by the Assembly Office of Re-
search in April, 1983. This report recommended that ROC/Ps be required
to increase the access of high school youth to their programs, while placing
less emphasis on training for aduits.
- Implementation Status. The Budget Act of 1983 and SB 813 appro-
priated $176 million for ROC/Ps in 1983-84, including $15.2 million for a
10 percent growth in enrollment. Because of the effects of a veto by the
Governor (discussed in greater detail in our analysis of ROC/Ps), the
amount available for ROC/P growth was reduced to $1.7 million. No funds
for program growth are requested in the budget for 1984-85.

6. School Improvéhenf Program Changes

Under the ongoing School Improvement Program (SIP), the state at-
tempts to improve schools by providing an incentive for schools to focus
on instruetional planning and instructional quality. State funds are allocat-
ed for expenditure pursuant to the decisions of local school site councils.
SIP schools receive planning grants in the initial year at the statutory rate
of $30 per ADA. The statutory rates for implementation grants are $148
per ADA for grades K-3, $90 per ADA for grades 4-8, and $65 per ADA
for grades 9-12. ,

Currently, SIP serves 53 percent of the schools in the state and 85
percent of the school districts. The student participation rates are 68 per-
cent of statewide K-3 ADA, 22 percent of grades 4-6 ADA, and 21 percent
of grades 7-12 ADA. In total, SIP serves 32 percent of K-12 ADA.

Because of the disparities in (1) the amount of funding provided per
pupil and (2) the opportunity for individual schools to receive SIP funds,
we concluded in the 1983-84 Analysis of the Budget Bill that “the current
- distribution of funds is not defensible from an analytical standpoint.” The
" -Legislature addressed this issue in SB 813.

Senate Bill 813, as amended by AB 70, declares the Legislature’s intent
that School Improvement Program funding be expanded and equalized to
the exten t that all districts eventually receive $106 per pupil in grades K-6,
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adjusted in 1985-86 and annually thereafter for inflation. To achieve this,
the act provides that beginning in 1984-85, COLA and expansion funds
appropriated for SIP shall be allocated only to school districts that receive
less than the $106 benchmark (as adjusted) times 80 percent of the dis-
trict’s K-8 enrollment. S :

Senate Bill 813 also permits district governing boards receiving SIP
funds for specified K-6 schools to allocate those funds to any K-6 school
icil the district. This provision may help to equalize SIP funding within

istricts.

Finally, in order to accelerate implementation of the program, SB 813
permits the SuFerintendent of PubFic Instruction to waive SIP planning
requirements if the district certifies that the funds may be utilized effec-
tively without preplanning. Under current law, SIP schools receive grants
for a one-year period specifically for development of their school improve-
ment plans.

Implementation Status.” SB 813 appropriated approximately $10.3
million, in addition to funds appropriated for a COLA, to implement SIP
equalization in 1984-85 pursuant to these provisions. The Governor vetoed
this appropriation. The Governor’s Budget, however, proposes $10.3 mil-
liOﬁ for SIP equalization in 1984-85, for a total program level of $188
million.

7. Urban Impact Aid Changes

The Urban Impact Aid (UIA) Erogram provides qualifying districts
supplemental general aid to offset the higher costs believed to be associat-
edp with urbanization. Prior to the enactment of SB 813, 19 districts re-
ceived funding through this program. Eligibility for UIA was limited to
unified districts which met specified criteria based on size, ethnicity, pov-
erty, and mobility.

Senate Bill 813 expands the number of districts that can qualify for UIA
funding. Specifically, the act provides that high school districts and their
feeder elementary districts meeting specified criteria may apply for UTA
support in 1983-84. Assembly Bill 70, however, authorizes high school
district participation only if the Superintendent of Public Instruction de-
termines that funds have been specifically allocated for this purpose.

Implementation Status. Senate Bill 813, while expanding the num-
ber of districts that were authorized to participate in the UIA program in
1983-84, did not appropriate any additional funds specifically for the pur-
pose of expanding participation. As a result, participation in the current
year is limited to the traditional 19 unified districts. Senate Bill 813 con-
tained a $9 million appropriation for UIA expansion in 1984-85; however,
the Governor vetoed these funds from the bill. The budget proposes $72.5
million for UIA in 1984-85, which includes $9.2 million for the expansion
of the program to high school and elementary districts.

8. Categorical Programs COLAs

Senate Bill 813 appropriated $94.4 million to provide, in combination
with appropriations made by the 1983 Budget Act, sufficient funds to grant
an 8 percent cost-of-living adjustment (COLA) to special education pro-
grams and a 6 percent COLA to “all other categorical program”. Of this
$94.4 million, the State Department of Education (SDE) ‘allocated $49.1
million to special education and $45.3 million to the 20 categorical pro-
grams shown in Table 10.
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Implemzentation Status. Table 10 shows, for each categorical pro-
gram receiving the 6 percent COLA, the amount of COLA funds it re-
ceived in the Budget Act and the amount of additional funds provided by
SB 813 which were allocated to it by SDE. _

Senate Bill 813 also appropriated $99.7 million in 1984-85 for “mainte-
nance of cost-of-living adjustments granted for special education pro-

rams anel other categorical programs in prior fiscal years,” but these
unds were vetoed by the Governor. The Governor’s Budget, however,
proposes to maintain in the base the 6 percent COLA granted in 1983-84.
In additiomn, the budget proposes $36.7 million to grant a 3 percent COLA
to each of the programs shown in Table 10.

Of the programs shown in the table, only three—Gifted and Talented
Education, child nutrition, and meals for needy pupils—have statutory
COLAs. The remaining programs receive COLAs at the discretion of the
Legislature. We estimate that, in order to fund fully the three statutory
COLAs, while continuing to provide a 3 percent COLA for the remainin
programs, the Legislature would need to augment the amount proposeg
in the Gowvernor’s Budget by $1.4 million.

Table 10

Allocation of COLAs For ",Other’Categorical Programs”
1983-84 and 1984-85

1963-84
Budget Act  Additional 1984-85
. COLA Funds Total COLA  Proposed COLA
Program Amount Percent SB8I3 ~ Amount Percent Amount Percent

$4,482000 3.0% $4483.080  $8965,080 6.0% $7415,000* 3.0%
6546000 30 6546300 13092300 60 693,000 30
Economic Impaet Aid .. — — 10304220 1030420 60 5461000 30
School Improvernent Program ... — — . 976,700 976L700 60 5174000 30
Regional Occupsaitional Centers/Programs.... 4645000 30 4536260 9181260 60 4949000 3.0

Home-to-School Transportation
Child Development .

L052711 1) T 0 L (R — — — 4026180 4026180 60 2133000 30
Preschool 909,000 30 911,460 1,820,460 6.0 965,000 3.0
Child Nutrition : 760,000 3.0 57060 1517,160 60 804,000 3.0

Meals for Needy Pupils
Small District Transportation..

568324 30 568324 1136648 60 604,000 3.0
525,540 30 525540 1,051,080 6.0 557,000 3.0

Gifted and Talennted Education... — 1010280 1010280 60 535,000 3.0
Miller-Unrith Basic Reading.... - — 970,920 970920 6.0 515000 3.0
Staff Development - - 471,480 471,480 60 325000 30
Apprentices 76411 30 76,411 152,822 60 123000 30
Demonstration Programs in Reading and

Math ' - - 213480 213480 60 113000 30
Adults in Correctional Facilities 36,000 3.0 35,940 71,940 69 38000 30
Educational Technology .....comwcmmmmmmsnscs - - 52,200 52200 6.0 35,000 30
American Indian Education ... 24000 32 21,000 45,000 60 24,000 30
Foster Youth SErices .....mormmemismmmrerner - - 42,960 42960 60 23,000 30
Native American Indian ... - = 19,080 © 19,080 6.0 10000 30

Totals i $18572275 17% $45,333975  $63,906,250 6.0% $36,742,000 3.0%

2 Includes special education transportation
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9. New Summer School Program

Senate Bill 813 makes two significant changes to the laws governing the
ftéx81ding of summer school programs. Both of these changes take effect in
1984-85.

First, the act changes the method of determining school district reim-
bursements from one based on average daily attendance (ADA) to one
based on student hours. For each school district, a reimbursement rate is
calculated, based on the amount of summer school funding it actually
received in 1983-84, divided by total student hours of attendance for the
district in that year. In 1984-85, the district-specific funding rate is applied
to all hours of summer school attendance up to the 1983-84 level, Addition-
al hours, beyond the 1983-84 level, are funded at $1.50 per pupil-hour,
regardless of the district’s reimbursement rate. .

Second, SB 813 allows districts to receive state support for summer
instruction offered to students in math, science, and “otIl)':er core academic
areas designated by the Superintendent of Public Instruction.” The law,
however, limits the funded enrollment in these summer classes to 5 per-
cent of the district’s total enrollment. ,

Prior to the enactment of SB 813, schéol districts were authorized fund-
ing for summer school programs serving (1) graduating seniors and stu-
dents in grades 7-12 who did not meet the districts’ proficiency standards,
(2) 11th grade students who, without the summer class, would not be able
tohgraiduate with their class, and (3) intersession students in year-round
schools.

Implementation Status. SB 813 appropriated $41 million to expand
the summer school program in 1984-85. These funds were vetoed by the
Governor; however, the Governor’s Budget proposes $41 million for this
program in the budget year.

At the time this analysis was prepared, the superintendent had not
designated the courses that will qualify as “‘other core academic areas” for
purﬁoses of funding the expanded summer school program.

The new summer school provisions raise two issues which the Legisla-
ture may wish to address.

o Timing. Many district administrators indicate a willingness to ex-
pand their summer school programs in 1984-85 to include science and
math classes. They are reluctant, however, to enter into contracts with
summer school teachers without some guarantee that state funds will be
provided. Because the Budget Bill usually is signed around the first of July,
these districts will most likely have little time to plan for an expanded
summer program once the availability of funding is assured. If the Legisla-
ture wishes to provide districts sufficient opportunity to plan for the ex-
pansion, thereg())re, it may wish to consider appropriating funds for this
purpose in separate, urgency legislation. ' .

o The Limit. OQur review also indicates'that the limit on enrollment
in the expanded summer programs does not provide a meaningful limit
- on the state’s obligation to fund this program. The law provides that only
5 percent of a district’s total enrollment may be enrolled in the new
summer school classes. The law, however, places no limit on the number
of hours of summer school attendance which may be claimed for each
student enrolled. In order to establish a meaningful limit on summer
school funding, therefore, the Legislature may wish to specify such a limit
in terms of hours of attendance rather than in terms of enrollment.
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We diseuss these issues in greater detail later in this Analysis.

10. Incentives for Year-Round Schools

The Legislature established two different programs for year-round
schools—eone in SB 813 and one in SB 81 (Ch 684/83).

Senate Bill 813 establishes payments to school districts of $25 per pupil
for schools which are operated on a year-round basis because of ‘over-
crowding . In order to be eligible for these payments, a school district must
have an application on file with the State Allocation Board (SAB) and
must be eligible to receive funding from the State School Building Lease-
Purchase Fund for new school construction. The State Allocation Board is
responsible for certifying the number of students enrolled in year-round
schools because of overcrowding in each district.

Senate Bill 81 provides incentives for school districts to use alternatives
to new construction (including year-round schools) to reduce or eliminate
their need for new school facilities. Under the provisions of SB 81, a school
district which has applied for, and is eligible to receive, a construction
apportion ment from the Lease-Purchase Fund may choose to reduce its
facilities application by the number of units of estimated average daily
attendance (ADA) to be accommodated by the alternatives to new con-
struction. The district may then file an application with the State Alloca-
tion. Board for yearly incentive payments, based on the number of ADA
units reduaced from its facilities application. These incentive payments
equal one-half of the annual interest costs which otherwise would be
incurred by the state to fund construction needed to accommodate this
ADA.

Implementation Status. Senate Bill 813 appropriated $7.7 million for
incentive payments for year-round schools in 1984-85, but the Governor
vetoed this funding. The Budget Bill contains no funds for the year-round
school incentive payments created by SB 813. It does, however, propose
$7.7 million to fund the similar program created by SB 81. '

There are a number of important differences between the provisions of
SB 813 anel those of SB 81:

« Senate Bill 81 provides incentive payments only for the number of
units of estimated ADA served by the alternatives to new construc-
tion azadreduced from the district’s facilities application: While SB 813
provides incentive payments for every student attending a school that
is operated year-round due to overcrowding, it does not require a
district to reduce its request for school construction funds. For exam-
ple, if a school with a capacity of 750 were able to serve 1,000 students
through year-round operations, SB 813 would provide incentive pay-
ments for each of the 1,000 students enrolled. Senate Bill 81 would
provide incentive payments for only the additional 250 students—and
gnly if the district reduced its facilities application plan by 250 stu-

ents.

+ Senate Bill 81 provides incentive payments of approximately $236,

"~ $322, and $366.per unit of elementary, junior hig%, and high school
ADA, respectively, served by an alternative method. These estimates
are based on current construction and interest costs, and may increase
in future years. Senate Bill 813, in contrast, provides $25 per pupil for
each pupil attending schools operated on a year-round basis because
of overcrowding. ‘

« A school district which utilized alternatives to new construction in the
1982-83 fiscal year, but did not file a facilities  application with the
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State Allocation Board on or before July 1, 1983, is not eligible to apply
for incentive payments provided by SB 81. In contrast, SB 813 pro-
vides incentive payments to eligible school districts, regardless of
when the district’s application is filed with the SAB.

e Senate Bill 81 provides incentive payments for the use of options
other than year-round schools which reduce the need for new school
facilities, while SB 813 provides payments for overcrowding accom-
modated through year-round schools only.

« As enacted, SB 81 provides that incentive payments are to be funded
from school district “excess” repayments to the State School Buildin
Aid loan program, reducing the amount of such funds which woulg
otherwise be available for deposit in the State School Deferred Main-
tenance and State School Building Lease-Purchase Funds. Incentive
payments provided by SB 813, in contrast, are to be appropriated from
the General Fund. ‘

It is our understanding that the Governor intends (1) to propose legisla-
tion to repeal the year-round school incentive provisions of SB 813 ang (2)
to provide an annual General Fund appropriation for SB 81 incentive
payments, so that those payments do not reduce the amount of funds
available for deferred maintenance and school construction. This issue is
discussed in greater detail later in our analysis of the Governor’s request
for school construction.

11. Teacher Education and Computer Centers

As part of the funding for the “Investment in People” initiative, the
Budget Act of 1982 provided for the reorganization of 29 state-funded staff
development centers into 15 regional Teacher Education and Computer
(TEC) centers. The purpose of the centers is to provide staff development
(inservice training) for teachers, with an emphasis on math, science, and
computer education. Approximately $6.7 million was provided for this
purpose in 1983-84.

Senate Bill 813 provides statutory authorization for the centers and their
Eolicy boards, and specifies the responsibilities of the centers, county

oards of education, and the Superintendent of Public Instruction. The act
also requires the Superintendent of Public Instruction to report annually
on the effectiveness of the TEC centers.

Implementation Status. Senate Bill 813 contained an appropriation
of $5.1 million for the TEC centers in 1984-85, but these funds were vetoed
by the Governor. The Governor’s Budget for 1984-85, however, proposes
to increase funding for the TEC centers by $5.1 million and provides a 3
percent COLA on the 1983-84 base, for a total program level of $12.0
million. These funds will provide for a general expansion in the scope of
services provided by the existing TEC centers.

12. Educational Technology Program.

The goal of the Educational Technology program is to strengthen the
technological skills of California school pupils. This program was estab-
lished by Ch 94/82 (AB 2190). ‘

Senate Bill 813 made no substantive modifications to the Educational
Technology program, but it provided an appropriation for the program,
contingent upon the enactment of AB 803 of the 1983-84 session.

Assembly Bill 803, subsequently enacted as Ch 1133/83, revised and
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expanded the Educational Technology program. Under this program,
grants are awarded by the State Board of Education to local education
agencies for the purchase of technology equipment and to improve tech-
nology education. Chapter 1133 specifies eligible agencies and purposes
for grants, and expands the administrative duties of the Superintendent
of Public Instruction.

Implementation Status. The Budget Act of 1983 appropriated
$870,000 for the Educational Technology program. Senate Bill 813 appro-
priated an additional $500,000, effective upon the enactment of AB 803. AB
803 proviides that $300,000 of the SB 813 appropriation for educational
technolo gy shall be allocated for state administration of the program. The
remainder will supplement the $870,000 appropriated in the Budget Act
of 1983 for local assistance.

The Governor’s Budget proposes $5.1 million to expand the Educational
Technology program in 1984-85.

13. Expansion of Opportunity Classes

Senate Bill 813 provides financial incentives, beginning in 1984-85, for
schools to increase the availability of “opportunity classes and programs”
in grades 7 to 9. The purpose of these classes, authorized by existing law
prior to SB 813, is to provide pupils who are identified as potential truants
or disciplinary problems “an opportunity . . . toresolve their problems,”
so that theey may return to regular classroom instruction.

Under the provisions of SB 813, school districts maintaining opportunit
classes sh all be eligible to receive reimbursements for costs associated wit
increasin g the availability of such classes in grades 7 to 9 “which are in
excess of the reimbursements provided in the regular apportionment.”
The amount of reimbursements received by any district, however, may
not exceed $400 per pupil for each additional pupil enrolled in opportunity
classes albove the 1982-83 enrollment level in these grades.

In order to be eligible to receive reimbursements under this program,
a school district must demonstrate the need for the funds and specify the
purpose for which they will be used. In addition, the district must demon-
strate that:

o instructional and counseling services provided by the expansion pro-
gram will result in costs exceeding the amount of regular apportion-
ments to the district, and

« the increased opportunity classes comply with the law and are de-
signed to return pupils to the regular education program.

The State Department of Education is required to evaluate this program
and report its findings to the Legislature on or before June 30, 1987.
Implernentation Status. Senate Bill 813 appropriated approximately
$4 million: to implement the expansion of opportunity classes in 1984-85.
This funding was vetoed by the Governor. The Governor’s Budget,
however, proposes $4 million to fund this program in the budget year.
At the time this Analysis was prepared, the Department of Education
had not developed any guidelines or procedures to encourage the expan-
sion of opportunity classes. Qur review of the statutory criteria under
which students may be placed in opportunity classes indicates a potential
for abuse of the fiscal incentives provided by SB 813. Specifically, existing
law provides that school districts may place in opportunity classes students
who are—or “are in danger of becoming”—habitually truant; irregular in
attendanee; or insubordinate or disorderly. Because the phrase “in danger
of becoming” is not defined elsewhere in the law, the criteria used by
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school district administrators in determining which pupils are to be placed
in opportunity classes may vary significantly. The Legislature, therefore,
may wish to specify more clearly the conditions under which districts may
assign additional students to opportunity classes.

Our review also indicates that, by expressing the limitation on a district’s
incentive funds in terms of enrollment ($400 per additional pupil), SB 813
fails to relate the maximum reimbursement to the amount of additional
workload which would be imposed by expansion of opportunity classes.
Because the purpose of such classes is to return the student to a regular
classroom as quickly as possible, the “turnover” of individual students in
opportunity c(iasses typically is high. As a result, the number of students
enrolled in these classes at one time or another during the year does not
measure accurately the additional workload which the enrollment of these
students in opportunity classes impose on the district. The Legislature,
therefore, may also wish to consider specifying the funding limitation in
terms of units of average daily attendance (ADA), rather than in terms
of headcount enrollment.

We address these issues later in this Analysis.

14. Transportation Adjustments

Senate Bill 813, as amended by AB 70, makes several changes in state
funding provisions for home-to-school transportation programs operated
by school districts or county superintendents of schools. These changes are
as follows:

e The home-to-school transportation program is redefined to include
transportation of special education students. Previously, special edu-
cation transportation was funded separately.

« Beginning in 1984-85, a district’s state transportation allowance will
be based on the lesser of (1) the state transportation allowance re-
ceived in the preceding fiscal year or (12) the prior fiscal year’s ap-
proved transportation expenditures plus 5 percent of the state
allowance received. In eitﬁ)er case, the amount is to be increased by
any inflation adjustment provided in the Budget Act. (Previously,
districts received the lesser of prior-year approved expenditures or
the state allowance received, increased by the inflation adjustment
provided in the Budget Act.)

e Beginning in 1984-85, any district receiving a transportation allow-
ance must establish a district transportation fund, into which all state
transportation allowances must be deposited. A district may also
deposit in its transportation fund other revenues, provided they are
used exclusively for approved transportation costs. The act further
provides that if a district discontinues its transportation program, any
unencumbered funds remaining in the transportation fund shall be
transferred to the district’s general fund and the Superintendent of
Public Instruction shall reduce the district’s state apportionment by
an equivalent amount. '

« Replacement of school buses is included as an approved transporta-
tion cost for purposes of the new transportation a%ocation program.

o After July 1, 1984, districts may no longer transfer transportation “en-
croachment” costs between the home-to-school transportation pro-
gram and the district’s general aid apportionment. (Frequently, a
district’s actual transportation costs exceed the maximum allowance
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provided by the transportation program. The amount of excess trans-
portation costs financed from district general funds is referred to as
the “encroachment” amount.) Until July 1, 1984, a district may specify
whether it wishes to have this amount funded in subsequent fiscal
years out of its general aid apportionment or through its home-to-
school transportation allowance. A district may wish to transfer some
or all of the encroachment amount between transportation and gen-
eral aid funding requests when inflation adjustments differ between
the two programs or when transportation expenditures change from
year to year.

Implementation Status. At the time this Analysis was prepared, the
Department of Education was developing guidelines to implement the
new transportation provisions.

Our analysis has identified the following issues which the Legislature
may wish to address: ,

o No Definition of Approved Expenditures. Senate Bill 813 elimi-
nates the provisions of the Education Code which grant the Department
of Education regulatory authority to define approved transportation ex-
penditures for the purpose of determining reimbursement allowances. At
the same time, however, the act requires each school district or county
superintendent requesting reimbursement to certify that its approved
transportation expenditures were a specified percentage of the state al-
lowance received in the prior fiscal year. In the absence of regulatory
authority, it is not clear what documentation or other requirements the
Department of Education may impose upon districts to justify their claims
for transportation reimbursements.

e Deletion of Certain Costs. As noted above, SB 813 eliminates the
separate special education transportation program and provides that
funding for a portion of this program is to come from the home-to-school
transportation program. In so doing, however, the act eliminates reim-
bursements to school districts for certain transportation costs which previ-
ously were funded under the special education transportation program.
Specifically’, the act repeals provisions of prior law which permitted dis-
tricts to receive reimbursements for the costs of transportation—other
than home-to-school—which is required by a student’s individualized edu-
cation program (for example, transportation to off-campus physical thera-
py). The L.egislature may wish to amend the law to allow districts to
receive reimbursement for these additional transportation costs.

e Bus Replacement. Assembly Bill 70 includes bus replacement
within the definition of approved transportation costs. Beginning July 1,
1984, transportation allowances for most districts will be based upon the
state allowances received in the prior fiscal year for approved transporta-
tion costs. During 1983-84, some districts will have received allowances for
bus replacement in addition to their normal operating costs. At the time
this Analysis was prepared, the Department of Education had not deter-
mined whether allowances for bus replacemerit costs would be included
when establishing a base for calculating reimbursements in subsequent
fiscal years. If these amounts are included, districts which received allow-
ances for bus replacement during 1983-84 would receive substantially
larger transportation allowances in future years than districts which did
not receive such bus replacement funds, even though their ongoing trans-
portation expenses are similar.

o Transportation Fund, The requirement that districts establish a
transportation fund may impose a procedural and paperwork burden
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upon school districts. The objective of restricting the expenditure of trans-
portation allowances to transportation operations and bus replacement
and maintenance could be achieved at less administrative expense to
districts by requiring each district to establish a restricted account in its
general fund. _

These issues are discussed in greater detail in our analysis of the budget
request for school transportation.

15. Small School District Buses

Senate Bill 813, as amended by AB 70, appropriated $1 million in 1983-84
for the replacement or reconditioning 0? school buses for school districts
with 2,500 or fewer ADA. Prior to SB 813’s enactment, school districts
received reimbursement allowances for bus replacement and for exces-
sive reconditioning expenses. The allowance for bus replacement was
based upon the original purchase price of the bus to be replaced, less its
resale value, and did not reflect current replacement costs. In addition,
there wasa delay of one year or more between the replacement or recon-
. ditioning of a school bus and a district’s receipt of any reimbursement,
““since transportation allowances are based on prior fiscal year expendi-
tures. Because the cost of replacing or reconditioning a single bus may
represent a significant share of a small school district’s annual budget, the
unreimbursed portion of bus replacement or reconditioning costs and the
delay between expenditure and reimbursement were identified as major
problems for small districts’ transportation programs.

With respect to the allocation o? funds appropriated by SB 813, the act
assigns first priority to the replacement of existing school buses which the
California Highway Patrol certifies are unsafe and which would not be safe
if reconditioned. Reconditioning of school buses which the California
Highway Patrol certifies are unsafe but which would be safe if recondi-
tioned is the second priority for funds appropriated by SB 813. The third
priority is the purchase of new buses to increase the size of a district’s fleet.
New buses are to be purchased through the Department of General Serv-
ices, insofar as is possible. :

Implementation Status. The act directs the Department of Educa-
tion to adopt regulations regarding district applications for small district
bus funds. The department, however, has chosen not to adopt regulations.
Instead, it has chosen to solicit and review applications from school dis-
tricts based upon the criteria established by SB 813 and AB 70. Ii addition,
the department has adopted the policy that if a bus’s reconditioning costs
exceed one-half the cost of replacing the bus, a district shall qualify for bus
replacement funding instead of reconditioning funds. The department
advised districts that the smaller a district’s bus fleet, the older the bus to
be replaced or reconditioned, and—for bus replacement only—the great-
er the estimated reconditioning costs, the higher would be the priority
granted to the district in allocating replacement or reconditioning funds.
Eligible school districts were asked to submit applications by November
10, 1983. Applications submitted after that date were to receive considera-
tion for apportionment of any funds remaining after the initial applica-
tions were processed. _

The Department of Education received 136 applications, requesting
approximately $3.4 million for school bus replacement or reconditioning.
The department expected to notify all applicants of the action taken on
their applications by January 1984. Because the amount requested greatly
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exceeds the amount appropriated by SB 813 ($1 million), the department
anticipates that only applications for school bus replacement funds will be
approved. For the same reason, no applications submitted after November
10, 1983 will be approved.

The Governor’s Budget includes $3 million to continue funding for small
school district school bus replacemment and reconditioning in 1984-85.

Our analysis has identified the following issues concerning the small
sc(:i}:iool district transportation program which the Legislature may wish to
address: )

o Priorities. Should bus replacement continue to be the first prior-
ity if funds are appropriated for this purpose in 1984-85? Since bus recondi-
tioning generally is less costly than bus replacement, more districts could
be assisted in upgrading their bus fleets if funds were directed to recondi-
tioning. Yet, reconditioning may in some cases only delay the need for bus
replacement.

o No Matching Requirement. Should funds be provided for the full
costs of bus replacement and reconditioning, or should the program in-
clude a maktching requirement? If matching were required, a limited
amount of state funds could be used to assist more districts. In addition,
districts would be provided fiscal incentives to choose the most cost-effec-
tive solutiont to their transportation needs. . i

STUDIES AND COMMISSIONS

In this section, we discuss the new studies and commissions authorized
by SB 813. :

1. Commission on School Governance and Management

Senate Bill 813 establishes a 15-member Commission on School Gover-
nance and Management, to “conduct appropriate studies and make rec-
ommendations to the Legislature and tge Governor” on the following
topics: . '

s Methods of eliminating duplication of effort among, and consolidating
functions performed by, the State Department of Education and vari-
ous regional and local education agencies.

« The appropriate size and scope of authority for schools needed in -
order to improve educational management capabilities and facilitate
community participation in policy development.

o Reasons for the growth in the number of nonteaching personnel in
schools ©ver the past 12 years.

e The appropriate taxing authority to be granted school districts.

The commuission is required to submit its initial report to the Legislature
and the Governor by October 1, 1984,

The act provides that each of the following five persons or groups shall
appoint two rnembers to the commission: the Speaker of the Assembly; the
Senate Rules Committee, the Governor, the State Board of Education, and
the Superintendent of Public Instruction. The remaining five committee

“members, who shall serve ex officio, include the Superintendent of Public
Instruction, the Director of Finance, the Legislative Analyst, the Chancel-
lor of the Cormmunity Colleges, and the Secretary of Health and Welfare.
Staff support to the commission is to be provided by the Department of
Education. Thhe commission may also contract for additional technical
assistance anel support.

Implementation Status. Senate Bill 813 appropriated no funds for
the support of the Commission on School Governance and Management.
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The Governor’s Budget provides no funds for this purpose in 1984-85.

At the time this Analysis was prepared, the apﬁointments to the Com:
mission on School Governance and Management had not been made, and
consequently, the commission had not begun its work.

2. Studies of Dropouts and High School Accreditation

Senate Bill 813 requires the Superintendent of Public Instruction to
report to the Joint Legislative Budget Committee (JLBC) by November
15, 1983, regarding the feasibility of conducting two studies:

« a study of the characteristics of students who drop out of school prior
to high school graduation, and

e a stugy of the high school accreditation process administered by pri-
vate accreditation associations.

The latter report may include recommendations regarding any revisions
in the high school accreditation process which are needed to make it “a
viable tool in the evaluation of the quality of the public secondary schools.”

Based upon the feasibility reports, the JLBC is to determine the appro-
priate levels of funding, if any, to conduct these studies. ,

Implementation Status. At the time this Analysis was written, the
State Department of Education had convened advisory committees and,
based on their recommendations, had prepared draft reports in response
to the statutory requirements noted. The final reports, however, had not
been submitted to the Joint Legislative Budget Committee. We have been
informed that they will be submitted prior to budget hearings. We will
review the reports and prepare recommendations for the Legislature as
appropriate.

3. Studies of School Facilities and Architectural Standards

Senate Bill 813 requires the Department of Education to complete two
studies related to school construction by March 1, 1984:

« astudy of the feasibility of developing and maintaining an automated
school facilities inventory that would be capable of indicating state-
wide school facility utilization rates, projecting facility needs, and
allocating funds for new construction, maintenance and rehabilita-
tion; and .

« astudy of the appropriateness of existing architectural standards and
the type of building materials used for school facilities.

Implementation Status. At the time this Analysis was prepared, the
Department of Education had gathered much of t{e information needed
to complete both reports.

o The facilities inventory feasibility study. The department has con-
tacted school districts and other agencies within California, as well as in
other states with ongoing facilities information systems, for assistance in
developing data collection procedures. The department is also working to
identify data processing procedures which could be utilized to make pro-
jections of facilities needs.

o The architectural standards study. The department has conducted
thréee meetings around the state with architects and school district person-
nel, and is preparing a draft outline of its report.

The department anticipates completion of both of these reports on or
before March 1, 1984. We will review the reports and prepare comments
on them for the Legislature, as appropriate.
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Il. DIRECT SUPPORT FOR K-12 EDUCATION

This section analyzes those programs which provide direct—as opposed
to ancillary—support for K-12 education activities, including both general
and specialized education programs. General education programs include
school apportionments, support for county offices of education, Urban
Impact Aid, and Meade Aid. Specialized education programs include (1)
programs to improve classroom instruction (2) programs to strengthen
teaching and administration, (3) the Special Education program, (4) voca-
tional education programs, (5) compensatory education programs, and
(6) other edducation programs. Table 12 summarizes funding for these
programs in the prior, current, and budget years.

Table 12

Direct Support for K-12 Education
1982-83 through 198485
{in millions)

Actual  Estimated  Proposed Change
1982-83 1983-84 1984-85  Amount Percent .

A. General education programs

1. School apportionments .........cccoomns $7,6182 $8,326.7 $9,074.1 $7474 9.0%
2. County offiees of education . 1399 1574 1673 99 6.3
3. Urban Impa<t Aid/Meade Aid ... 67.1 711 o 824 113 159
4. Contributions to State Teachers
Retirement Fund 235.5 61.5 5794 517.9 N/A
5. Other general education... , 1,023.5 1,104.1 1,188.4 843 ﬂ
Subtotals, General Education Pro-
GIAINS cooerreren wmcvrrrsessssmmmmmsssssssscomssnersstss $9,084.2 $9,7208 - $11,091.6  $1,370.8 141%
B. Specialized education programs®
1. Programs to improve classroom in-
SEPUCHON ..o. s evvvverccsmmessssssivsssssisssesns $208.1 $262.3 $322.5 $60.2 23.0%
2. Programs to strengthen. :teaching .
and administration ... 120 2.3 496 273 1224
3. Special education programs........... 907.1 982.7 915.4 —-673  -68
4. Vocational education programs...... 202.7 229.5 225.8 -3.7 —16
5. Compensatory education pro-
BLAINS crvvermene s sosssscenasmrmnsssssssssisassassiesssnss 4543 566.8 572.8 6.0 11
6. Other specialized education .......... 597 64.8 72.8 8.0 12.3
Subtotals, Specialized Education '
Programs ... cceomsmssmmssiessisnenns $1,843.9 $2,1284 $2,158.9 $30.5 14%
C. State and court mandates ........cccoereer $164.3 $180.8 $170.5 —$10.3 —-57%
Totals . $11,0924  $120300  $13421.0  $1,391.0 11.6%
General Fund. . . 71505 $7,640.3 $88542  $1,2139 159%
Local funds .... 34182 3,759.2 3935.7 1765 47
Federal funefs.... 4653 587.6 5889 13 02
58.4 429 422 -0.7 —16

Other state funds

2 Includes local assistance amounts only.
b Includes State School Fund, Driver Training Penalty Assessment Fund, and Motor Vehicle Account of
State Transpostation Fund.
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A. GENERAL EDUCATION PROGRAMS

We define general education support funds as those funds which can be
used at the local district’s discretion, and which are not associated with any
specific pupil services program. These funds generally will be used to
Erovide services for all students, and include school apportionments, Ur-

an Impact Aid, and other miscellaneous funds such as school meal
charges, federal PL 81-874 revenues, and state contributions to the State
Teachers’ Retirement Fund.

As shown in Table 13, the budget proposes total general education
expenditures (consisting of apportionments and other expenditures) of
$11,092 million in 1984-85. This is an increase of $1,371 million, or 14.1
percent, over the current-year amount, and is composed of a 20 percent
increase in General Fund support and a 4.5 percent increase in revenues
from local sources. Support from other state funds is expected to remain
fonsltant at $25 million, while federal aid is expected to stay at the 198384
evel.

The budget proposes $9,241 million in general education apportion-
ments for K-12 districts and county offices of education in 1984-85. This is
an increase of $757 million, or 8.9 percent, over the amount provided in
1983-84. The state General Fund contributes 70 percent of the total, while
local property taxes account for 30 percent.

Table 13

General Education Expenditures
1982-83 through 1984-85
{in millions)

Actual  Estimated Proposed Change
1989-83 1983-84 195485  Amount - Percent

A. General Education Apportionments

K12 diStricts ...oommmvmisescsccscsnsssssessesreess $76182  $83267  $9,0741 $7474 9.0%
State (5.2052)  (57467)  (64204)  (6737) (IL7)
Local (2323.0)  (2,580.0)  (2,653.7) (73.7) (2.9)

County offiCes .........cermmresmmecrrrsmmnnne 139.9 1574 167.3 99 6.3
State (65.1) (82.3) (81.9) (-04) (—05)
Local : (74.8) (75.1) (85.4) 10.3) - (13.7)

Subtotals $7,758.1 $8,484.1 $9,241.4 $757.3 89%
State ($5,360.3)  ($5,829.0)  ($6,502.3) ($673.3)  (11.6%)

Local (23978) - (2,655.1)  (2,739.1) (84.0) (3.2)
B. Other General Education .
Meals for Needy Pupils, Apprentice-

ship Programs ...c..cco.veeccmnmneee $23.1* $24.2 $25.0 $0.8 3.3%
Federal PL 81-874... 440 40.0 40.0 —_ —
Urban Impact Aid... 58.0 61.5 725 110 179
Meade Aid 9.1 9.6 9.9 0.3 3.1
Transfer to State Teachers’ Retire-

ment Fund ..o 235.5 61.5 5794 517.9 N/A
Miscellaneous 956.4 1,039.9 1,1234 835 80

Subtotals $1,326.1 $1,236.7 $1,850.2 - $613.5 49.6%

Totals $9,084.2 $9,7208  $11,0916 $1,370.8 14.1%

General Fund $5,647.9 $5,960.8 $7,164.1 $1,203.3 202%
State School Fund ....eevvercreersennne, 385 250 250 — —
Federal funds. 4.0 40.0 400 —_ —
Local funds 33542 3695.0 3862.5 1675 45

2 Includes $0.9 million for pilot programs to improve attendance.




Item 6100 K-12 EDUCATION / 1485

Other general education expenditures are expected to be $1,850 million
in 1984-85, an increase of $613 million, or 50 percent, over the current-year
level. The miajority of this increase, however, is attributable to increases
in contributions to the State Teachers’ Retirement Fund (STRF). The
Governor vetoed $211 million in funding appropriated by the Legislature
for STRF in 1983-84. The 1984-85 budget restores the deleted amount and
proposes $307 million in additional contributions for 1984-85. Thus, the
contribution to STRF is $518 million above the 1983-84 level.

1. School Apportionments (Items 6100-101-001 and 6100-106-001)

Under California’s system of financing schools, general education appor-
tionments are allocated to school districts through a “revenue limit” sys-
tem. Each school district has a specific revenue limit per unit of average
daily attendance (ADA) which is based, in part, on the district’s historical
level of expenditures. The revenue limit represents the level of expendi-
tures per AIDA for which the district is funded through a combination of
local property taxes received by school districts and state general fund aid.
In effect, the state provides enough funds to make up the difference
between each district’s property tax revenues per ADA and its revenue
limit per ADA.

a. 1984-85 Budget Changes

Table 14 displays the changes from 1983-84 to 1984-85 in the amount
proposed from the General Fund to support feneral education apportion-
ments to K—12 districts and county offices of education. The table shows
that fo mairitain the existing program, the budget reflects (1) a $49.6
million increase to fund additional ADA in district and county office of
education programs, (2) a $375 million reduction in General Fund costs
resulting from an equivalent increase in local property tax revenues, (3)
a $465 million increase to provide a 5.5 percent statutory cost-of-living
adjustment (COLA) for apportionments to K-12 districts ($456 million)
and county offices of education ($9.0 million), (4) a $457 million increase
to fund the additional costs of SB 813 related to general education appor-
tionments, and (5) a $4.7 million reduction due to other changes. These
baseline chamnges yield a net increase in funding of $591 million.

In addition to the baseline changes, the administration has made two
significant bzidget change proposals. First, the budget proposes a 3 per-
cent COLA for apportionments to K-12 districts and county offices of
education, in lieu of the amount called for by statute. This proposal, in
effect, calls for a reduction in apportionment aid from the amount estab-
lished by existing law (SB 813) equal to $209 million. Of this reduction,
$205 million. is associated with apportionments to K-12 districts and the
remaining $4.1 million is associated with apportionments to county offices
of education . v

Second, the budget proposes to shift $291 million of supplemental prop-
erty tax roll revenues from K-12 districts and county offices of education
to cities, counties, and other local government entities. This shift results
in a dollar-for-dollar increase in General Fund support for school appor-
tionments. The net result of the two budget change proposals is to increase
Gelrlleral Fund support for general education apportionments by $82.1
million.
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~ Table 14

Goneral Education Apportionments
Changes Proposed for 1984-85
General Fund
(in millions)

1983-84 General Fund Expenditures (Revised) ......o.ouessiseene $5,829.0
A. Changes to Maintain Existing Program:
ADA change $49.6
Increase in local property taxes —3749
Statutory inflation adjustments: 464.6
K-12 districts (455.6)
County offices ; 9.0)
Senate Bill 813...... . 4566
Incentives for longer day/year . (256.9)
Beginning teacher salaries (12.5)
Summer school (42.1)
Equalization aid (145.1)
Other baseline changes —47
Total, changes to maintain existing program ... 591.2
.B. Budget Change Proposals

‘K-12 districts (—204.7)

County offices (—4.1)
Property tax shift 290.9 :
Total, Budget change proposals 82.1

1984-85 General Fund Expenditures (Proposed) ..o $6,502.3
Change from 1983-84:
. Amount $673.3
Percent y 11.6%

The total change (baseline adjustments and program changes) in Gen-
eral Fund support for K-12 apportionments is an increase of $673 million,
or 12 percent, over the 1983-84 level. This results in a total General Fund
apﬁi'opriation for general education apportionments in 1984-85 of $6,502
million. :

Clarification Needed on Computation of Statutory COLA

We recommend that legislation be enacted to specify that revenue limits
. for school districts and county offices of education shall receive an annual
inflation adjustment based on the ratio of the Implicit Price Deflator for
State and Local Government Purchases in the preceding calendar year to
the deflator in the year before the preceding calendar year, because cur-
rent law is vague and does not accurately reflect changes in school district
cosls.

Senate Bill 813 significantly changes the method for computing cost-of-
living adjustments in per-pupil revenue limits. Under -prior law, each
school district received an inflation adjustment on its per-pupil revenue
limit based on a dollar amount specified in statute for districts of its par-
ticular size (large or small, as measured by ADA) and type (elementary,
high school, and unified). Districts with revenue limits above the state-
wide average generally received a smaller COLA than districts with reve-
nue limits below the statewide average.

. Senate Bill 813, instead, provides that all districts of the same type, and

county offices of education, shall be granted the same dollar amount as a
COLA. The COLA is to be determined by “the change in the Implicit

|
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Price Deflator for Government Goods and Services . . . for the prior
fiscal year.”

We recommend that four changes be made in the computation of infla-
tion adjustments for revenue limits.

First, we recommend that the revenue limit COLA be tied to the per-
centage change (ratio between years) in the adopted inflation index,
rather than the absolute change in the index. This is merely a clarifying,
technical change. It is proposed in the trailer bill to the budget and we
recommend that it be approved.

Second, we believe that the inflation index should be the Implicit Price
Deflator for State and Local Government Purchases of Goods and Serv-
ices, instead of the SB 813 Implicit Price Deflator for Government Goods
and Services. The former index is a more accurate measure of the change
in costs faced by school districts because it measures costs faced by state
and local governments only. The SB 813 index includes costs incurred by
all levels of government, including the federal government. Thus, it cap-
tures changes associated with defense spending, transfer payments, and
. national debt payments which are not appropriate in determining reve-
nue limit COL.As,

Third, we recommend that the statutory COLA for revenue limits be
based on the ratio of the state and local government implicit price deflator
for the latest awvailable calendar year to that of the preceding year. Because
existing law requires the change in the index to be measured between the
current and prior fiscal years, the exact magnitude of the required statu-
tory COLA cannot be known until after the%)xgginning of the budget year.
(For example, the statutory COLA for 1984-85 is based on the ratio of the
Government Purchases deflator for 1983-84 to that for 1982-83. The 1983
84 fiscal year figure will not be known, however, until after June 1984.) By
basing the statutory COLA on the change in the index between the most
recent available calendar year and the prior calendar year, this problem
would be eliminated.

Finally, we recommend that the computation be based on the ratio of
the average arznualimplicit price deflators between calendar years, rather
than on a point-to-point measurement. Using average annual values mini-
mizes random fluctuations in the index values, thereby ensuring a more
accurate measurement of the effects of inflation.

Accordingly, we recommend that legislation be enacted to specify that
the statutory cost-of-living adjustment to revenue limits shall be based on
the ratio of the average annual Implicit Price Deflator for State and Local
Government Purchases of Goods and Services for the United States, as
published by the U.S. Department of Commerce, for the latest available
calendar year to that of the preceding calendar year. ‘

Adoption of this alternative index would result in a statutory COLA of
6.1 percent, as opposed to an estimated 5.5 percent COLA provided by
current law, for 1984-85. :

Revenue Limit Adjustment for PERS Contribution ,

We recommend that at the time of budget hearings, the Department of
Finance explain why the budget does not provide funding to increase
school district revenue Iimits so as to reflect termination of the PERS
reduction pursuant to SB 813 (Ch 495/83). '

Pursuant to Ch 330/82 (SB-46), the Public Employees Retirement Board
reduced employer contributions for PERS paid by school districts and
county offices of education in 1982-83. In recognition of this cost reduc-
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tion, the Legislature provided for a corresponding reduction in district

and county office revenue limits in (1) the Budget Act of 1982 and (2) the

trailer bill (Ch 323/83) to the Budget Act of 1983. Because the employer

contribution rates were increasec? in 1983, the Legislature, in SB 813,

grovided for the termination of the revenue limit reduction for school
istricts at the end of the 1983-84 fiscal year.

Despite this provision of SB 813, the budget continues the revenue limit
reduction in 1984-85 for both K-12 school districts and county offices of
education. The trailer bill contains language making the revenue limit
reduction, first imposed by the 1982 Budget Act, permanent. (Current law
already requires a permanent reduction to revenue limits of county offices
of education because SB 813, while terminating the reduction for K-12
districts, did not provide for a similar adjustment for county offices.)

Because SB 813 provided for the termination of the revenue limit reduc-
tion, we recommend that the Department of Finance explain why the
budget does not provide funding for the corresponding revenue limit
increase for 1984-85.

Apprenticeship Programs “COLA” Not Justified

We recommend that the Legislature adopt Budget Bill Ianguage which
defines the instructional hour as 60 minutes, including passing time of up
to 10 minutes, for purposes of funding related and supplemental instruc-
tion for apprenticeship programs, for a General Fund savings of $1,000,000.
(Reduce Item 6100-101-001 by $877,000 and reduce Item 6100-226-001 by
8123,000). ‘

In California, those seeking to learn a skill or trade may receive on-the-
job training through apprenticeship programs. These programs offer on-
site instruction in, various trades such as carpentry, plumbing, welding,
and nursing. In order to be considered for an apprenticeship, the appli-
cant, in-most cases, must (1) be at least 18 years oﬁ)g, (2) hold a high scﬁool
diploma, and (3) pass a written test and an oral interview. Once selected
for.an apprenticeship, the individual is expected to work full-time under
the supervision of a journeyman in the trade. The apprentice usually
receives a salary equal to 50 percent of the journeyman’s salary or an
amount specified through collective bargaining.

As part of the program, the individual is.expected to complete 144 hours
of “related and supplemental instruction” for each year of the apprentice-
ship.- This instruction is offered by school districts, community colleges,
and the direct sponsors of the apprentices. In general, this component of
the program provides the apprentice with textbook instruction which
could not be provided effectively at the job site. In 1983-84, approximately
9,320 apprentices will receive related and supplemental instruction
through school district programs.

Prior to the enactment of SB 813, school districts and community col-
leges received $3.25 for each “clock hour” of related and supplemental
instruction provided to each apprentice. Senate Bill 813 required instead
that $3.25 be provided for eacﬁ “50-minute hour” of related and supple-
mental instruction. The apparent objective of this change was to eliminate
confusion among some providers regarding the amount of direct instruc-
tional time whici constituted a “clock hour.” In claiming reimbursements,
some providers assumed that 50 minutes of instruction plus 10 minutes for
passing time and breaks constituted a “clock hour,” while others assumed
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that instruction for the full 60 minutes was required. The SB 813 reform
measure attempted to put an end to the confusion by specifying that the
$3.25 reimbursement rate would be applied to a “50-minute clock hour,”
thus presumably excluding passing time and breaks.

The State Department of Education (SDE), however, interprets this
change differently. Under SDE’s interpretation, providers are entitled to
claim both direct instructional time and passing time in determining the
amount of their reimbursements. Thus, under this interpretation, a school
district which offers 50 minutes of instruction and 10 minutes of passing
time is entitled to a reimbursement of $3.90 (50 minutes at $3.25 plus 10
minutes at $0.65). Put another way, the department interprets SB 813 as,
in effect, having granted a 20 percent COLA to apprenticeship programs’
reimbursement rates. The level of funding provided in the budget reflects
this interpretation.

We find the Department of Education’s interpretation of legislative
intent highly questionable, Moreover, our analysis indicates that a 20 per-
cent COLA for these programs is not justified. The labor code already
provides a means by which school districts and community colleges can
secure additional funds in the event they conclude that state apportion-
ments are insufficient to support related and supplemental instruction for
apprenticeship programs. Specifically, if a local education agency (LEA)
provides ’relateg and supplemental instruction and incurs costs greater
than the $3.25 per hour per student, it may bring its case before the Joint
Apprenticeship Training Council (usually, the local program sponsor). If
the LEA is able to document that its costs associated with providing in-
struction to the apprentices exceeds the state apportionment, the council
may require the local program sponsor to reimburse the LEA for these
excess costs. Funds for t?lis purpose would be provided, in most cases, from
the Joint Apprenticeship Training Council Fund, which is supported by
the contributions of both apprentices and journeymen. Neither the De-
partment of Education nor the Department of Industrial Relations’ Divi-
sion of Apprenticeship Standards (the body governing the apprenticeshi
program) has records indicating that any school district has sought fund-
ing for costs in excess of the $3.25 per hour rate.

Accordingly, we recommend that the following Budget Bill language be
adopted to eliminate the confusion surrounding the definition of the in-
structional hoour and to eliminate funding for the 20 percent COLA pro-
vided in the budget to the apprenticeship program:

“Notwithstanding Section 8152 of the Education Code, each 60-minute

hour of teaching time devoted to each indentured apprentice enrolled

in and attending classes of related and supplemental instruction as pro-
vided under Section 3074 of the Labor Code shall be reimbursed at the
rate of three dollars and twenty-five cents ($3.25) per hour. For pur-

poses of this provision, each hour of teaching time may include up to 10

minutes for passing time and breaks.” _

Consistent with this language, we recommend that Item 6100-101-001 be
reduced by $877,000 and Item 6100-226-001 be reduced by $123,000.

Fullerton-Rowland Case—Control Section 24.50

We recomrmend approval.

Control Section 24.50 prohibits the payment of any claims for additional
school apportionments arising from provisions of the Education Code
which, prior to 1977, permitted school districts to double-count vocational
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education average daily attendance (ADA). The language further prohib-
its the payment of two specific claims, by the Fullerton Joint Union High
School District and the Rowland Unified School District, under the terms
of out-of-court settlements agreed to by the districts and the State Depart-
ment of Education. The language proposed in the Budget Bill is identical
to language adopted by the Legislature in Control Section 24.50 of the 1983
Budget Act.

Background. In 1967, legislation was enacted which permitted
school districts to double-count, for purposes of computing ADA, students
enrolled in “a vocational education program occupationally organized and
conducted under federal approval.” In interpreting this legislation, the
Department of Education acgmhistratz've]y determined that these provi-
sions permitted school districts to claim additional ADA credit only for
high school students attending classes in Regional Occupational Centers
or Programs (ROC/Ps).

In 1975, the department discovered that additional ADA credit had,
since 1971, been claimed by the Garden Grove Unified School District for
vocational education students not enrolled in ROC/Ps. (Due to the
method of reporting ADA, the department had not previously detected
this.) The department took no action to recapture tge funds which had
been claimed by, and paid to, the Garden Grove District. Instead, the
department continued to provide apportionments to Garden Grove in
1975-76 and 1976-77 on the basis of the double-counted vocational educa-
tion ADA. '

In an effort to clarify the provisions of law governing the calculation of
vocational education ADA, the Legislature, in 1977,-amended this section
of the Education Code to.clearly prohibit, on a prospective basis, the
practice of double-counting “regular’ vocational edﬁcation ADA. Because
Garden Grove had, since 1971, relied on these provisions to receive addi-
tional funding for its vocational education program-~and had expanded its
program assuming that these funds woulg continue to be forthcoming—
the Legislature also provided a permanent adjustment to the base reve-
nue limit of any district which had claimed additional vocational educa-
tion ADA under this section in 1976-77 or earlier. At the time the
legislation was enacted, it was thought that only Garden Grove would
qualify for such an adjustment.

In 1978, however, the Fullerton Joint Union High School District filed
- amended attendance reports with the Department of Education for 1975—
76 and 1976-77, claiming additional vocational education ADA. (Both ex-
isting law at the time and current law permit districts to file such reports
within three years of the original filing date.) Fullerton claimed that, like
Garden Grove, it was entitled to double-count regular vocational educa-
tion ADA during these years, even though Fullerton had not predicated
its funding for vocational education in 1975~76 and 1976-77 on this assump-
tion. On this basis, the district claimed it was entitled to an additional $3.2
millio;l in school apportionments, which the Controller disbursed on June
28, 1979.

Three months later, on September 28, 1979, legislation was enacted
which attempted to prohibit districts from filing amended attendance
' Ee orts to claim double-counted vocational education ADA, providing as
ollows:

“As a clarificationi of the intent of the law, a district, which had not
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submitted attendance documents of pupils pursuant to Section 46140
_ under a vocational education program occupationally organized and
conducted under federal approval in 1976-77, other than a regional
occupational program or regional occupational center, at the time the
attendance reports were originally due, shall not have the right at a later

date to submit amended attendance documents to have credited this
attendance.”

Acting under the authority of this provision, the department recaptured
the $3.2 million in additional payments to Fullerton, by reducing the
district’s apportionments during February through May 1980.

In response to this action, Fullerton sought a writ of mandate and other
judicial relief challenging the department’s action. This request was de-
nied at the trial court level. In an appeal, Fullerton was joined by the
Rowland Unified School District (which had similar factual circum-
stances). In January 1983, the Fourth District Court of Appeal ruled
against the state and in the school districts’ favor.

In its decision to uphold the position of Fullerton and Rowland, the
Court of Appeal interpreted the 1979 clarification of legislative intent,
cited above, as applying prospectively only. That is, the court held that this
language only prohibits the filing of amended attendance reports by those
districts that had not done so prior to September 28, 1979, when the new
language took effect. Because Fullerton and Rowland filed their amended
reports with the Department of Education prior to this date, the court
concludes that they were valid and must be honored.

Potential State Liability. Under the terms of the Court of Appeal
decision, Fullerton and Rowland could be entitled to receive:

e The full amount of the funds which they had previously received for
additional vocational education ADA claimed for 1975-76 and 1976—
77, but which subsequently were reclaimed by the Department of
Education.

¢ The value of an adjustment to these districts’ base revenue limits on
account of the double-counted vocational education ADA (similar to
that provided Garden Grove) for 1977-78 through 1983-84.

» Interest on these two amounts, computed from the date that each
disstribution of funds should have been made during 1979-80 through
1983-84.

+ A permanent adjustment to the districts’ base revenue limits in 1984
85 and thereafter.

We estimate that payment of these amounts would result in a one-time
cost of approximately $15 million in 1984-85 and ongoing costs of approxi-
mately $650,000 annually.

Acting on the advice of the Attorney General, the Department of Edu-
cation on March 4, 1983, entered into out-of-court settlements with the
Fullerton and Rowland districts, under which the districts agreed to ac-
cept less than the full amounts to which they might otherwise be entitled
under the terms of the court decision. These settlement agreements, if

“honored by the Legislature in 1983-84, would have resulted in a one-time

cost of approximately $11.0 million and no ongoing costs in 1984-85 and

‘thereafter. ("The terms of these agreements are now, for all intents and

purﬁoses, invalid.)

The poten tial state liability under the Court of Appeal decision is not,
however, limited to the claims of the Fullerton and Rowland districts. The
Department of Education has on file similar claims for apportionments
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based on double-counted vocational education ADA from 25 additional
school districts. The department estimates that payment of these claims
would result in additional state costs in excess of $40 million.

Analysis. Our analysis indicates that, as a matter of law, the extent
to which the Legislature may succeed in preventing the payment of dis-
tricts’ claims for additional apportionments based on double-counted vo-
cational education ADA is unclear. While the court cannot force the
Legislature to provide funding for the claims of Fullerton, Rowland, and
other simnilarly-situated districts, it can force the payment of an award out
of any amount apgro;:flriated for school apportionments. If it did so, the
amount received by these districts would be at the expense of all other
school districts in the state. That is, an overall deficit in school apportion-
ments would occur.

In adopting Control Section 24.50 of the 1983 Budget Act, however, the
Legislature decided that the payment of substantial amounts of funds to
certain school districts solely on the basis of additional, retroactively
claimed, vocational education ADA was not justified as a matter of policy.
The 1984-85 Budget Bill proposes to continue this same language, and we
recommend that it be approved.

Coniinuraﬁon Education Leave of Absence Program

Chapter 829 of the Statutes of 1981 (Education Code Section 48416)
establishes procedures under which specified pupils may be granted
leaves of absence from compulsory continuation education classes, Specifi-
cally, such leaves may be granted if the student will, at the time the leave
is to begin, be 16 or 18 years of age and all of the following conditions are
met:

o The school district governing board adopts a written policy to allow
such leaves of absence,

+ The purpose of the leave is supervised travel, study, training, or work
not otherwise available to the student, and

o A written agreement is signed by the student, his or her parent or
guardian, and specified school personnel, stipulating the terms and
conditions of the leave of absence.

The statute provides that leaves of absence may be granted for an initial
period of up to two semesters, and may be extended for one additional
semester. In addition, the measure provides that no more than one per-
cent of the students enrolled and in attendance at each school may be
granted leaves of absence pursuant to its provisions annually. The provi-
sions authorizing the leave of absence program are repealed by force of
their own terms on July 1, 1987,

Report Requirement. The statute requires the Legislative Analyst. to
review and report upon the leave of absence program in the 1984-85
Analysis of the Budget Bill, and provides that “the report shall be based
upon data collected by the State Department of Education from a repre-
sentative sampling of participating school districts and shall include an
analysis of the racial and ethnic backgrounds of participating pupils and
a review of the opinions of pupils, parents, and school district personnel
regarding pupil scholastic achievement and attitudes towards schools.”

At the time this Analysis was written, the State Department of Educa-
tion was in the process of gathering the information required by Ch 829/
81, upon which our report to the Legislature is to be based. Consequently,




Item 6100 K-12 EDUCATION ./ 1493

we are unable to comment on the leave of absence program at this time.
The department intends to provide the required information by mid-
February. We will review this information and make comments at the
budget hearings as appropriate.

b. Incentives for Longer School Day and Year

Senate Bill 813 provides fiscal incentives to school districts to lengthen
the instructiorial day and the school year. The program is voluntary rather
than mandatory, and the actual increase in the amount of instructional
time offered to students will be determined by the administration of each
local district. In 1984-85, the measure provides $35 per ADA to districts
that offer a 180-day school year. In addition, the act provides $20 per ADA
for students in grades K-8 and $40 per ADA for students in grades 9-12
to districts that meet certain target levels of instruction. The operation of
this program is described in greater detail in our overview of SB 813,
presented earlier.

The Governor’s Budget proposes $256.9 million for this program in
1984-85. The amount is based on the appropriation which was provided
by SB 813 but subsequently vetoed by the Governor.

Incentive Payments Overbudgeted

We recommend that funding for incentive payments to increase the
length of the school day and year be reduced by $8,500,000 because the
proposed level of funding exceeds the program’s requirements, for an
Zgg)iva]ent General Fund savings. (Reduce Item 6100-101-001 by $8,500,-

Before signing SB 813 into law, the Governor vetoed all but $550,000 of
the bill’s second-year appropriations, including funding for the incentives
to increase the length of the school day and year. If SB 813 were full
funded, the appropriation schedule in tﬁe bill would provide $256.9 mil-
lion for this program in 1984-85.

The budget proposes the same level of support for the longer school day
and year program that originally was calle For in SB 813—$256.9 million.
Our analysis indicates, however, that a maximum of only $248.4 million is
required to support the program in 1984-85. To the extent that some
districts do not qualify for the full amount of incentive funds available, the
amount required for the program will be even less.

Like the estimate on which the SB 813 second-year appropriation (and
the budget proposal) is based, our estimate assumes 100 percent participa-
tion by all school districts. Our estimate differs from the budget proposal,
however, in that it employs more recent data on average daily attendance.
Specifically, our estimate is based on a projection of 1984-85 ADA made
in December 1983, while the budget proposal reflects a similar projection
made last July. Accordingly, we recommend that the legislature delete
$8.5 million from the amount budgeted for incentive payments to increase
the length of the school day and year, to more accurately reflect the
maximum General Fund requirements for this program in 1984-85.

<. Minimum Teachers’ Salaries
Senate Bill 813, as amended by AB 70, provides reimbursements to

school districts and county offices of education that increase salaries paid

beginning teachers. Specifically, the act provides that the state will reim-
burse districts and county offices for the costs of increasing the lowest
salary on the teachers’ pay schedule by 10 percent each year in 1983-84
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through 1985-86, to a maximum of $18,000 (adjusted annually for infla-
tion). These local education agencies are also entitled to reimbursement
for (1) the costs of increasing any teachers’ salaries that would otherwise
be below the new minimum salary level and (2) the costs of increased
contributions to the State Teachers’ Retirement System which are at-
tributable to the minimum salary adjustment. Any funds which a district
or county office receives under this program are permanently built into
its base revenue limit in succeeding years.

The minimum teachers’ salaries provision is described in greater detail
in our overview of SB 813.

Proposed Fun'clli'ng Level Exceeds Piogi-um Requirements

We recommend that funding for increasing minimum teachers’ salaries
be reduced to reflect revised estimates of the program’s funding require-
ments, for a General Fund savings of $11.6 million. (Reduce Item 6100-101-
001 by $11,600,000.)

Senate Bill 813 appropriated approximately $12.3 million in 1983-84 and
$24.7 million in 198485 to increase minimum teachers’ salaries. The Gov-
ernor vetoed the 1984-85 funds contained in the bill, but proposes $24.8

‘million for this purpose in the budget. Both the current-year appropria-

tion and the amount proposed for 198485 are based on cost estimates
which were developeg by the Senate Office of Research in July 1983.
These estimates have not been adjusted to reflect more-recent informa-
tion on the costs of this program.

In order to estimate more accurately the funding requirements for
increasing minimum teachers’ salaries, we surveyed a sample of school
districts to determine the amount of reimbursements which they would
be claiming for this purpose in the current year. Our survey was based on
a stratified, random sample of 45 school districts. The districts surveyed
account for 1,233,000 ADA, or 30 percent of the statewide total. Our survey
indicates that both the current year appropriation and the budget year
proposal are too high.

Current-Year Costs. 'The results of our survey indicate that the total
amount of reimbursements claimed by school districts under this program
in 1983-84 will likely total $3.8 million, or $8.5 million Jessthan the current-
year appropriation. A statistical analysis of the survey results further indi-
cates that there is less than a 10 percent chance that total claims will
exceed $6.3 million. Based on these results, we conclude that the current-
year appropriation for increasing minimum teachers’ salaries exceeds the
requirements of the program by at least $6.0 million. Because the appro-
priation provisions of SB 813 require the Controller to transfer to the State
School Fund the actual amount (not to exceed $12.3 million) needed to
fund the minimum teachers’ salaries provisions, this overbudgeting should
result in an equivalent General F' ung cost avoidance in the current year.

In an attempt to verify our cost estimate, we requested that the State
Department of Education provide us with information on the amount of
actual reimbursement claims which had been received as of late Decem-
ber 1983. The department declined to provide this information, stating
that the estimate prepared by the Senate Office of Research was “the best
estimate currently available.” The department noted, however, that “ex-
Eer}i}en((:ie to date suggests that the [$12.3 million] estimate may be on the

igh side. ‘
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Budget-Year Costs. The costs of increasing minimum teachers’ sala-
ries in the budget year will consist of (1) funds to continue in districts’ base
revenue limits the amounts provided in 1983-84, and (2) funds to provide
an additional 10 percent increase in these salaries (to a maximum adjusted
salary of $18,0‘9,?]f>lus inflation). As noted, we estimate that the first of these
components will cost no more than $6.3 million. We estimate the cost of
the second component to be 10 percent greater than that of the first—or
approximately $6.9 million. This estimate assumes that the number of
positions affected by the minimum salary adjustment would be the same
as in 198384 and that the cost of the adjustments would not be mitigated
by the $18,000 cap. Actual costs could be higher or lower, depending upon
the accuracy of these assumptions.

In total, we estimate that the costs of providing full funding for the
minimum teachers’ salaries provisions of SB 813 in 1984-85 will be no more
than $13.2 million—or $11.6 million less than the amount proposed for this
purpose in the budget. In order to more accurately ref{)ect the funding
requirements of this program, therefore, we recommend that the budget
be reduced by $11.6 million.

Certification of Adjusted Salary Schedule

We recommend that the Legislature adopt Budget Bill language requir-
ing school districts and county offices of education to certify, as a condi-
tion of receiving reimbursements for the costs of increasing minimum
teachers’ salaries, that they have adjusted their salary schedules to reflect
the new minimum salaries actually paid. :

Asindicated previously in our overview of SB 813, the State Department
of Education has advised school districts that, if they accept reimburse-
ments for costs of increasing minimum teachers’ salaries in 1983-84, they
are not obligated to adjust the salaries shown in their salary schedules to
reflect the actual amounts (including the state-funded adjustment) paid
to teachers——despite the fact that the state funds are permanently lguilt
into the districts’ per-pupil revenue limits in subsequent years. As a result,
some school district administrators believe that, in 1984-85, they may
continue to receive the permanent revenue limit adjustment amount plus
reimbursement for increasing the lowest scheduled salary by 10 percent,
while actually paying a minimum salary no greater than that which was
paid in 1983-84.

While such an interpretation may not be precluded by the letfer of SB
813, our analysis indicates that it is clearly inconsistent with the Legisla-
ture’s interzt in enacting the measure. In order to ensure that funds pro-
vided for the purpose of increasing minimum teachers’ salaries will result
in a cumulative increase in such salaries of 10 percent per year, we recom-
mend adoption of the following Budget Bill Fl)anguage:

“As a condition of receiving reimbursements for the costs of increasing

minimum teachers’ salaries, school districts and county offices of educa-

tion shall certify to the Superintendent of Public Instruction that they
have adjusted their salary schedules to reflect the minimum salaries
actually paid teachers in 1983-84 and thereafter, including the amount

‘of any increases funded pursuant to Section 45023.7 of the Education

Code. Notwithstanding this Section, any school district or county office

of education which fails to provide such certification shall be prohibited

from receiving in 1984-85 and thereafter any adjustment to its base
revenue limit on account of funds provided to increase minimum teach-
ers’ salaries in prior years.”

48—77958
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d. Summer School

Since the passage of Proposition 13 in 1978, school districts generally
have not been provided state support for non-remedial summer school
programs. Instead, districts could receive funding only for those students
enrolled in summer programs who (1) were in grades 7 to 12 and did not
meet district-established proficiency standards, (2) were in grade 11 and,
without completion of the summer class, could not graduate on time, or
(3) were enrolled in the intersession program of a year-round school.

Senate Bill 813 expands state support for summer school, commencing
in 1984-85, to include funding for instruction in math, science, and other
core areas designated by the Superintendent of Public Instruction. The
measure provided $41.1 million to support expansion of the summer school
program in 1984-85. The Governor, however, vetoed these funds before
signing the measure into law.

The budget proposes a total of $62.1 million for summer school in 1984—
85. This amount includes (1) $17.6 million to fund the base summer school
program offered in 1983-84, (2) $41.0 million to fund the expansion of the
program %ursuant to SB 813, and (3) $3.5 million for a cost-of-living adjust-
ment for both components of the summer school program.

Technical Overbudgeting of Summer School COLA

We recommend that the Legislature delete $1,758,000 provided for ap-
portionments to school districts because the cost-of-living adjustment for
summer school programs is overbudgeted, for a General Fund savings of
$1,758,000. (Reduce Item 6100-101-001 by $1,758,000).

Our review indicates that the cost-of-living adjustment (COLA) for
summer school programs has been budgeted twice—once in the general
appropriation to support school district apportionments and once in the
appropriation for cost-of-living adjustments. Specifically, the budget pro- .
poses $1,758,000 as a cost-of-living adjustment for summer school programs
in Item 6100-226-001. In addition, the budget proposes $60,338,000 for
general support of summer school programs in Item 6100-101-001, while
the amount needed for this purpose is only $58,580,000. (This latter
amount includes $17,556,000 for the remedial and intersession summer
school programs and $41,024,000 for the supplemental summer school
programs in math and science.) The difference between $60,338,000 and
$58,580,000—81,758,000—is the amount of the cost-of-living adjustment
that is overbudgeted.

Accordingly, we recornmend that Item 6100-101-001 be reduced by $1,-
758,000 to correct for double-budgeting of the cost-of-living adjustment for
summer school programs. In addition, the amount in schedule (f) of Item
6100-101-001 should be reduced by $1,758,000 to reflect the reduction in
the summer school appropriation.

COLA For Supplemental Summer School Classes Not Justified

We recommend the deletion of $1,231,000 provided as a cost-of-living
adjustment for new supplemental summer school programs in math and
science because a cost-of-living adjustment is not justified for a new pro-
gram, for a General Fund savings of $1,231,000. (Reduce Item 6100-226-001
by $1,231,000).

In addition to the amount overbudgeted for the surnmer school COLA
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discussed above, the budget proposes $1,231,000 as a 3 percent COLA for
support of summer school programs in math, science, and other core
academic areas established pursuant to SB 813. Because this is the first year
in which these programs will be operative, however, our review indicates
that there is no justification for providing them a COLA.

Cost-of-living adjustments are generally granted to appropriations for
ongoing programs in order to maintain the level of service from one year
to the next. Without a COLA, most programs would be unable to maintain
service levels in inflationary times. A cost-of-living adjustment is not justi-
fied, howewer, for one-time appropriations or for appropriations support-
ing the first year of a program’s operations. Because the summer 331001
appropriation first proposed in SB 813 and now proposed in the Gover-
nor’s Budget was based on program requirements commencing in 1984-
85, a 1984--85 COLA in addition to the $41 million base appropriation is
inappropriate.

Accordingly, we recommend that the Legislature reduce Item 6100-226-
001 by $1,231,000 to eliminate the COLA for the first-year appropriation
to support the summer school program authorized by SB 813. In addition,
schedule (a)(5) of Item 6100-226-001 should be reduced by $1,231,000 to
allocate this reduction properly. .

Effective Limit Needed For Summer School Classes in Math and Science

We recormmend that the Legislature adopt Budget Bill language limit-
ing the nummber of hours of supplemental summer school instruction that
a distriet may claim for purposes of school apportionments to 136 hours
Dper pupil times 5 percent of the district’s enrollment, because current law

does not provide an effective limit on either district entitlements or state
costs.

As discussed previously in our overview of SB 813, this measure changes
the method used to determine a district’s entitlernent to state aid for
summer school. Prior to the enactment of SB 813, sutnmer school appor-
tionments were based on each district’s revenue limit and the number of
students attending the program, expressed in units of average daily at-
tendance (ADA). In determining school apportionments, summer school
ADA was reduced by a specified factor to adjust for the lower costs gener-
ally associated with the summer program. Senate Bill 813 eliminates sum-
mer school funding based on ADA and instead establishes a fundin
system based on hours of student attendance. Specifically, for each schoo
cﬁstrict, a reimbursement rate is to be calculated based on the amount of
summer school funding received for the 1983-84 program divided by its
total student hours of attendance in that.year. In 1984-85, the district-
specific funding rate will be applied to all hours of summer school attend-
ance up to the 1983-84 level. Additional hours beyond the 1983-84 level
will be funded at $1.50 per pupil-hour, regardless of the district’s reim-
bursement rate. o

In addition to changing the summer school funding formulas, SB 813
authorizes school districts to receive state support for supplemental sum-
mer programs offered in math, science, and other core academic areas
designated by the Superintendent of Public Instruction. The law, howev-
er, limits to 5 percent of a district’s total enrollment the number of stu-
dents eligible to attend the state-funded, supplemental summer school
programs. ,

Our review indicates that the limit on state-funded, supplemental sum-
mer school enrollment does not provide a meaningful limit on the state’s
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obligation to fund this program. This is because the enrollment limit does
not restrict the number of hours of summer school attendance which may
be claimed for each student enrolled. As a result, two districts of equal size
could, for example, each enroll 5 percent of its students in the new sum-
mer school classes, and yet claim vastly different entitlements to state
reix(rilbursement because of differences in the number of hours taught per
student. ‘

The administration has proposed trailer bill language which addresses
this problem. Specifically, the language proposes to limit state costs by
authorizing districts to receive funding for no more than 136 hours of
instruction for each student enrolled in supplemental summer school
classes. The 136-hour limit would provide eacﬁ student with approximate-
ly four hours of instruction per day for seven weeks. We pbelieve the
136-hour limit is warranted as a means of establishing an effective cap on
state costs. :

If the trailer bill language is adopted as proposed, however, our review
indicates that it would unduly restrict the ability of school districts to
allocate in the most effective manner a given number of state-funded
hours of supplemental summer school instruction. As noted, SB 813 limits
the total number of students in supplemental summer school classes for
which state funding shall be provided to 5 percent of a district’s enroll-
ment. Thus, if a district enrolled 5 percent of its students in summer school
classes for four hours per day, it would receive twice as much funding as
if it enrolled 10 percent of its students in such classes for two hours per
day—even though the total number of summer school hours were the
same.

We can identify no analytical justification for restricting school districts’
flexibility in-this manner. Instead, we believe that each school district
should be granted the flexibility to serve the number of students it deems
appropriate, as long as it does so within an overall limitation on funding.

Accordingly, in order to provide a meaningful limit on summer school
funding and to provide districts with greater flexibility in meeting the
needs of their students in the new summer school programs, we recom-
mend that the following Budget Bill language be adopted:

“Notwithstanding Section 42239 of the Education Code, the number of

hours a school district may claim for purposes of apportionments for

summer school programs established pursuant to Chapter 498, Statutes

of 11983 (SB 813), shall be no more t?lan 136 hours per pupil times 5

percent of the district’s total enrollment. The number of students actu-

ally enrolled in the summer school programs may exceed 5 percent of
the district’s total enrollment.” S :

2. County Offices of Education (ltem 6100-106-001)

The county offices of education provide services to school districts and
administer-educational programs. The state apportions funds to the coun-
ties for the following categories of activities: -

o “Direct” Services. These services—health care, guidance, and
supervision of instruction and pupil attendance—are provided to
small districts, as defined by statute.

o “Other Purpose” Services. These services include audiovisual
services, staff development, and curriculum development.

o Business Services., These services consist of payroll preparation,
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expenditure audits, maintenance of financial records, budget ap-
proval, collection and disbursements of funds, centralized purchasing,
and data processing. , ‘

o Prograrn Administration. County programs include special educa-
tion classes; Regional Occupational Programs (ROP); opportunity
schools; juvenile hall schools; technical, agricultural, and natural re-
source conservation schools; pregnant minor programs; child devel-
opment programs; and other special classes (county jails,
handicapped adults).

Funding. The budget proposes to increase fotal revenue limit funds
(state and local) for county offices from $158.2 million in 1983-84 to $167.3
million 198485, an increase of 5.8 percent. This increase reflects funding
for enrollment growth plus a 3 percent cost-of-living adjustment (COLA).
Of the total, $81.9 million would come from a General Fund appropriation,
which is $364,000, or 0.4 percent, below estimated current-year expendi-
tures. This funding level assumes that the Governor’s proposal to redistrib-
ute local property tax revenues produced by the supplemental tax roll
(describeg in our accompanying report, The 1984-85 Budget: Perspec-
tives and Issues) will be enacted by the Legislature. Specifically, the
budget assuines that county offices would receive an additional $4.6 mil-
lion from this source, resulting in an equivalent reduction in General Fund
requirements. : :

The propesed COLA (3 percent) is less than the statutory COLA for
county offices of education (5.5 percent). In order to fund the statutor
COLA, an augmentation to the budget of $4.1 million would be needed.

Unemployment Insurance Claims Administration

We recomamend that the Legislature adopt Budget Bill language requir-
ing county. offices of education to revert to the School Employees ¥Fund
all unexpended balances of funds allocated for unemployment insurance
claims admrnistration, because these funds are not needed to provide the
services for which they were apportioned.

County superintendents of schools are required to establish, coordinate,
and maintain an unemployment insurance management system for school
districts participating in the School Employees Fund. This pooled fund,
administered by the Employment Development Department, is support-
ed by district contributions for purposes of employee unemployment com-
pensation. The Education Code authorizes an annual allocation from this
fund of $2 per employee (less state administrative costs) to county super-
intendents for local administration of the system. This program was estab-
lished in 1977-78.

Our review indicates that county offices of education may have ac-
cumulated potentially significant unexpended reserves for administration
of -this program. Furthermore; these balances could be reverted to the
School Employees Fund without affecting the level of services provided.
The Sacramento County Office of Education, for example, began 1983-84
with a balance of $77,684 carried over from the previous year. The county
office estimated that it will receive an additional $30,000 from the annual
apportionment during 1983-84, and it plans to spend $27,870 for adminis-
tration of the program. Thus, the office projects an unexpended balance
at the end of the year of $79,814.

We are unable to estimate the statewide level of unexpended balances
for this program because county offices generally do not identify these
fundsin their budgets. Consequently, we recommend that the Legislature
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adopt the following Budget Bill language to require the county superin-
tendents to certify the amount of such balances and to revert this amount
to the School Employees Fund: ’

“Provided that each county superintendent of schools shall certify the
amount of unexpended balances apportioned for unemployment insur-
ance claims administration, as of June 30, 1983, and shall revert this
amount to the School Employees Fund, pursuant to procedures promul-
gated by the State Department of Education.”

In its annual report on the School Employees Fund, the Employment
Development Department stated that “the current level of costs to the
fund will require an increase in contribution rates charged to fund partici- -
pants.” OQur recommendation, if adopted, will improve the financial condi-
tion of the School Employees Fund and thereby help to control future
increases in contribution costs paid by school districts, county offices of
education, and community college districts. ‘

Equalization for Juvenile Hall Funding '

We recommend that the Legislature adopt Budget Bill language to
allocate inflation allowances for juvenile hall programs in such a way as
to provide an equal dollar amount for each program, in order to move
toward equalization of funding.

The state appropriates approximately $50 million annually to fund 43
county-operated juvenile hall programs. These programs are funded on
the basis of separate revenue limits per ADA.

In our Analysis of the 1983 Budget Bill, we raised an issue regarding the
equalization of juvenile hall funding. We pointed out that the revenue
limits varied considerably among the individual programs, ranging from
approximately $1,700 to $6,500 per ADA, and that this variation reflected
historical expenditure patterns rather than objective measures of need.
The Legislature, in response, adopted language in the Supplemental Re-
port to the 1983 Budget Act which directed the Department of Education
to submit a report recommending an equalization formula for the juvenile
hall programs. ‘

hThe department, in a report submitted in December 1983, recommends
that: »

« inflation allowances be allocated in such a way as to provide an equal
dollar amount for each program, rather than an equal percentage
increase, and

« revenue limits of all programs below the prior-year statewide average
be raised to the statewide average (“leveling up™).

We recommend that inflation allowances be allocated as equal dollar
amounts per ADA. This would facilitate equalization at no additional cost
to the state, and would not have a significant negative impact on any
individual program. While it would reduce the disparity among the pro-
grams on a percentage, or proportional, basis, it would not close the gap
on an absolute dollar basis. i

The “leveling up” provision recommended by the department would
accelerate the pace of equalization, but would cost an estimated $3.5
million in 1984-85. In recommending this approach, the department ap-
parently assumes that high-expenditure programs are fundeg at an appro-
priate level and low-expenditure programs are underfunded. We have no
analytical basis for congrming the validity of this assumption. Hence, we
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cannot recommend “leveling up” at this time.

.Our recommendation to promote equalization of funding can be imple-
mented by adopting the following Budget Bill language:

“Provided that the Department of Education shall apportion inflation
allowances to juvenile hall programs on the basis of equal dollar amounts
per ADA for each program.”

3. Urban Impact Aid and Meade Aid (ltems 6100-206-001 and 6100-207-001)

Urban Impact Aid and Meade Aid provide additional support to qualify-
ing school districts to compensate If?or the higher costs l?elieveg to be
associated with their urban setting. In 1983-84, 19 districts will receive
Urban Impact Aid, while over 250 districts will receive Meade Aid. Fifteen
districts will receive support from both programs.

Urban Impact Aid. The budget proposes that $72,543,000 from the
General Fund be provided for Urban Impact Aid in 1984-85. This is an
increase of $11,060,000, or 18 percent, over the current-year level. Of this
amount, $9,216,000 is specifically allocated in the Budget Bill to expand the

rogram for nonunified school districts (high school districts and their
eeder elementary districts) called for by SB 813. The remaining $1,844,000
increase reflects a 3 percent cost-of-living adjustment.

Meade Aid. The budget also proposes $9,935,000 from the General
Fund for Meade Aid in 1984-85. This is an increase of $289,000, or 3 per-
. cent, over the current-year amount. Table 15 shows the funding level for
Urban Impact Aid and Meade Aid for the prior, current, and budget years.

Table 15
Urban Impact Aid and Meade Aid
General Fund
1982-83 through 1984-85
(in thousands)

: Actual  FEstimated  Proposed Change
} 198283 1983-54 1984-85 Amount Percent

Urban Impact Aid ..o $58003  $61483  $72543  $11.060 180%
Meade Aid coovee. eosrsmeseee 9,100 9,646 9,935 289 30
TOtLS oo rrcrsesercamns $67008  $71129  $82478  $11,349 160%

Allocation of Urban Impact Aid Expansion Funds

We recornmend that the Legislature adopt Budget Bill Ianguage direct-
ing the Superintendent of Public Instruction to determine nonunified
school districts’ eligibility for, and allocation of, Urban Impact Aid based
on (1) average daily attendance in 1953-84, (2) the number of AFDC
children in the district in 1983-84, and (3) data from the most recent Racial
and Ethnic Survey.

Prior to the enactment of SB 813, Urban Impact Aid was authorized onl
for qualifying unified school districts. These districts’ eligibility for suc
aid was determined based on three factors: (1) 1975-76 average daily
attendance (ADA), (2) 1975-76 data on the number of children in the
district frorm famlies receiving Aid to Families with Dependent Children
(AFDC), and (3) the results of the 1973 Racial and Ethnic Survey. Alloca-
tions to eligible districts are based on the first two factors only, and are -
increased annually by the amount of any cost-of-living adjustment
(COLA) granted the Urban Impact Aid program. Allocations are not
adjusted to reflect more recent data on ADA and AFDC counts.
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SB 813 FExpansion. Senate Bill 813 (as amended by AB 70) provides
that, if the Superintendent of Public Instruction detemines that funds
have been specifically allocated for this purpose, eligibility for Urban
Impact Aid shall be expanded to include nonunified school districts. Under
these conditions, a high school district and its feeder elementary districts
shall be considered a unified district for purposes of the program. The act
does not, however, specify that more recent data on ADA and AFDC
counts and racial/ethnic distributions are to be used in determinin
nonunified districts” eligibility for, and allocations of, Urban Impact Aid
expansion funds. As a result, these funds will be allocated in 1984-85 based
on conditions which prevailed in 1975-76.

Recommendation. We recommend that the most recent data avail-
able be used to determine eligibility for the $9,216,000 in Urban Impact
Aid expansion funds. The current data would more accurately reflect the
need for supplemental aid as measured by the criteria of the program—
(1) the number of children from poor families, (2) student mobility, and
(3) the percentage of Spanish-surname, Oriental-surname, and Indian
children. If the 1975-76 data are used, some districts may qualify for Urban
Impact Aid even though current conditions do not warrant the additional
support, while other districts may be denied aid because the old data
suggest that they have no impaction. '

In sum, use of the most-current data to determine eligibility for the
Urban Impact Aid expansion funds would target the support to districts
that show the greatest current need.

Accordingly, we recommend the adoption of the following Budget Bill
language in Item 6100-206-001:

“Notwithstanding Section 54060 of the Education Code, the Superin-

tendent of Public Instruction shall determine nonunified districts’ eligi-

bility for, and allocations of, funds appropriated by subschedule (b) of

this item by applying the formulas specified in Section 54060 to (1)

1983-84 data on average daily attendance and AFDC counts and (2) the

most recent Racial and Ethnic Survey.”

B. SPECIALIZED EDUCATION PROGRAMS

Specialized education programs——sometimes referred to as “categorical
programs”—are intended to address particular educational needs or to
serve specific groups of students. Funding provided for these programs
may be used only for the purposes specified in law, and may not be used
to support a district’s general education program. For purposes of our
analysis, we group specialized education programs into six categories: (1)
programs to improve classroom instruction, (2) programs to strengthen
teaching and administration, (3) Special Education, (4) vocational educa-
tion programs, (5) compensatory education programs, and (6) other spe-
cialized education programs.

1. Programs to improve Classroom Instruction

Table 16 summarizes local assistance funding from the General Fund for
the ten programs designed to improve classroom instruction. Funding for
these (frograms will be discussedp in the individual program analyses pre-
sented in this section.




Item 6100 K-12 EDUCATION / 1503

Table 16
General Fund Support for Programs to Improve Classroom instruction
Local Assistance
1982-83 through 1984-85
(in thousands)

1982-83  1983-84 1984-85 Change
Actual  Estimated Proposed Amount Percent

School Improvement Program ............cecesessemssseens $162,601 $172457 $187931 $15474 9.0%
Classroom Teacher Instructional Improvement

Program ; - —_ 17,100 17,100, N/A
Educational Improvement Incentive Program.. - —_ 15,000 15,000 N/A
Educational Technology Program ...........ccccmn. —_ 1,987 6450 4,463 2246
Institute for Computer Technology .. 100 250 257 7 30
Specialized Secondary SChOOIS.........veceerrrrersmrsveres - — 2,000 - 2,000 N/A
Opportunity Classes ; — — 4126 4,126 N/A
Instructional Materials 40912  TI,560 79,006 15546 20
Demonstration Programs ... 3,667 3,772 3,884 112 30
High School Counseling — 6,168 6,600 432 7.0

Totals. $207,370 $262,194 $322454 $60,260 23.0%

a. School Improvement Program (ltem 6100-116-001)

The School Improvement Program (SIP) provides funding to schools
for expenditure based on decisions made by local School Site Councils. The
program was initiated in 1977-78 as a replacement for the Early Childhood
Education (ECE) program. Currently, SIP serves 1,364,000 ADA in 3,393
schools (869 districts). This is 32 percent of total K-12 ADA, 53 percent of
the schools in the state, and 84 percent of the districts. About 68 percent
of statewide K-3 ADA participates in SIP, while 22 percent of grades 4-6
ADA and 21 percent of grades 7-12 ADA are in the program.

Schools are selected for participation in the School Improvement Pro-
gram on the basis of applications submitted to the State Board of Educa-
tion. In their initial year of program participation, schools receive
planning grants at the statutory rate of $30 per ADA. Implementation
grants are $148 per ADA for grades K-3, $90 per ADA for grades 4-8, and
$65 per ADA for grades 9-12. There is no statutory limit on the number
of years a school may participate in SIP, but there is provision for the
termination of grants upon a finding by the local governing board that a
school’s program has failed, over a four-year periog, to substantially meet
its declared objectives. To date, no program has been terminated under
this provision. .

'SIP grants are used for a variety of activities and purposes, such as to
employ teacher aides (a prevalent use of funds at the elementary school
level) or for staff and curriculum development. Funds may not be used
to reduce class size (that is, to employ regular classroom teachers) or for
capital outlay. ;

Funding

We recommend approval.

The budget proposes $188 million for the School Improvement Program
in 1984-85, an increase of $15.5 million, or 9.0 percent, over estimated
expenditures in the current year. This increase consists of (1) $5.2 million
for a 3 percent COLA and (2) $10.3 million to expand and equalize the
funding for SIP, pursuant to the provisions of SB 813. Table 16 shows
funding for the School Improvement Program in the prior, current, and
budget years.

Senate Bill 813, as amended by Ch 1302/83 (AB 70) , declares the Legisla-
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ture’s intent that SIP funding eventually be equalized to provide all par-
ticipating districts implementation grants of $106 per pupiﬁ) in grades K-6,
adjusted in 1985-86 and annually thereafter for inflation. To achieve this,
the act provides that, beginning in 1984-85, COLA and expansion funds
appropriated for SIP shall be allocated only to school districts that receive
less than the $106 benchmark (as adjusted) times 80 percent of the dis-
trict’s K-6 enrollment.

The legislation contained an appropriation of $10.3 million for SIP ex-
pansion and equalization in 198485, but the Governor vetoed these funds.
As noted, the budget proposes $10.3 million for this purpose.

School Improvement Program Evaluation

An abstract and summary of findings of the SIP evaluation required by
Ch 894/77 was submitted in November 1983. The evaluators found that,
on balance, SIP has been successful, but has not been effective “in all
places at all times.” Specifically, SIP elementary schools were more likely
to improve than SIP secondary schools, and the evaluation concluded that
SIP is more adaptable to the context of elementary schools.

The findings regarding the differences between elementary and sec-
ondary schools may have been due to the expectation that SIP should lead
to improvement on a schoolwide basis. In contrast to elementary schools,
secondary schools are organized into relatively autonomous departments,
and SIP funds frequently are focused on specific curricula within these
departments. In such cases, improvement on a schoolwide level might not
be evident, even though the program has had a positive impact in selected
departments. The total impact on school improvement, however, may be
no less significant than if the funds were used to achieve cross-cutting
schoolwide objectives.

The summary report contdined no. recommendations; however, the
evaluators have informed us that a final report, with recommendations,
will be submitted by February 1984.

b. Classroom Teacher Instructional Improvement Program
(Item 6100-191-001(f))

We recommend approval.

Senate Bill 813 (Ch 498/83) establishes the Classroom Teacher Instruc-
tional Improvement Program, to take effect July 1, 1984. Under this pro-
gram, the Superintendent of Public Instruction will award each applicant
school district funds equal to $2,0600 times 5 percent of the number of
full-time teachers in the district, excluding teachers in adult education,
child care, and regional occupational programs. These teachers may, in
turn, apply for grants of up to $2,000 per teacher to improve the quality
of classroom instruction. Tﬁe grants are to be awarded by district govern-
ing boards, based on (1) an allocation plan and (2) recommendations
made by each district’s instructional improvement grant committee. The
law requires that a majority of each grant committee consist of teachers.

The district may also request reimbursement for administrative costs in
an amount not to exceed 5 percent of its entitlement for funds.
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Funding ;

Senate Bill 813 contained an appropriation of approximately $18.5 mil-
lion for the instructional improvement program in 1984-85, but the Gover-
nor vetoed these funds. The budget for 1984-85 proposes $17.1 million for
the program, which is the estimated amount necessary to fund the statu-
tory entitlement in the budget year.

Because the budget proposal is consistent with the Legislature’s intent,
expressed in SB 813, that the program be funded according to the statutor
entitlement, we recommend approval of the amount requested. We will
monitor. the implementation of the program to determine the extent to
which these funds are expended in a cost-effective manner.

c. Education Improvement Incentive Program (ltem 6100-107-001)

The Education Improvement Incentive Program (EIIP), created by SB
813, is designed to test the effectiveness of fiscal incentives in improving
the academic performance of schools. Beginning in 1984-85, the program
provides incentive funds of up to $400 per pupil to participating schools
which demonstrate an improvement over their prior year’s scores on the
12th grade administration of the California Assessment Program (CAP)
test. The amount of funds received by each school is based on its students’
proportional contribution to the statewide increase in CAP test scores,
according to a formula specified in the act.

The Education Improvement Incentive Program in SB 813 is based on
a similar program proposed in SB 1086, under which all high schools
statewide would have competed for an appropriation of $50 million in
incentive funds. The Legislature approved SB 1086, but this measure was
vetoed by the Governor. Senate Bill 813 appropriated $7.2 million to im-
plement the EIIP on a pilot basis in 1984-85. While the Governor vetoed
these funds from SB 813, he proposes $15 million for an EIIP pilot program
in his budget for 1984-85.

In comparison to statewide implementation of the EIIP, the pilot study
approach has two advantages. First, of course, is the significant savings to
the state. Second, and more importantly, because implementation on a
pilot basis allows comparisons between participating and nonparticipating
(“control group”) high schools, it permits the improvements in student
achievement which are attributable solely to the program to be better
identified. (If the program were implemented on a statewide basis in
1984-85 and average 12th grade CAP test scores increased, it would not
be clear how much of the increase was due to the EIIP and how much was
due to other factors such as the significant funding increases and reforms
provided by SB 813.) For these reasons, we find merit in the pilot study
approach.

Our analysis of the Education Improvement Incentive Program, howev-
er, raises two concerns. First, the level of funding proposed for the pro-
gram in the budget exceeds the reasonable requirements of a pilot study.
Second, the reward structure of the EIIP fails to provide a clear indication
of the amount of incentive payments which a school may expect to receive
for a given increase in academic performance. Consequently, it will be
very difficult to use the results of the pilot study-~as proposed in SB
813—to evaluate the program’s effectiveness and to determine an appro-
priate funding level for the program in future years.
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Proposed Funding Exceeds Pilot Study Requirements

. We recommend that the funding level for the Education Improvement
Incentive Program be reduced by $7.8 million, for an equivalent General
Fund savings, because the amount proposed in the budget exceeds the
reasonable requirements of a pilot study. (Reduce Item 6100-107-001 by
$7,800,000.) ‘

Senate Bill 813 does not specify the size of the sample of schools to be
used in the pilot implementation of the EIIP. As discussed previously in
our overview of SB 813, however, the State Department of Education
(SDE) proposes to select a sample such that the amount of incentive funds
received by each eligible school would approximate the amount it would
receive in a statewide, $50 million program. Thus, if the Legislature were
to a}l)gro riate $15 million for the EIIP, as proposed in the budget, SDE
would select a sample containing 30 percent (15/50) of California high
schools. This would result in a sample of approximately 250 schools. With
an aﬁf)ropriation of $7.2 million, as originally provided by SB 813, SDE
would select a sample of about half this size—or approximately 125 schools.

Because of random variations in test scores, it is not possible to use the
results of a sample study to predict precisely the effects of statewide
implementation of the EIIP. Statistical analysis, however, may be used to

“establish a range of likely effects within a specified probability of occur-
rence. For example, such an analysis might indicate that there is a 95
percent probability that average 12th grade CAP test scores would in-
crease by 1.0 to 3.0 points if the program were implemented statewide.
This 2 point range in the program’s likely effects is referred to asa “95

- percent confidence interval.” ’ ‘

Increasing the size of the sample reduces—but cannot eliminate—the
size of the confidence interval. These two parameters are related through
a well-established formula of basic statistics. Based on this formula, it may
be shown that doubling the sample size (as proposed by the Governor)
would result in a 30 percent reduction in the size of the confidence inter-
val. Thus, if the results obtained from a sample of 125 high schools yielded
a 95 percent confidence interval of 2 points (as in the example above), a
sample of 250 schools would reduce this interval to approximately 1.4
points.

Our review indicates that a sample of 125 schools, as provided by the
original a %ropriation in SB 813, would be entirely adequate to test the
validity of the performance incentive concept. Because doubling the sam-
ple size to 250 schools would yield only slightly more reliable estimates of
the program’s impact, we recommend that the Legislature defer any
increase in funding for the program beyond what was contemplated by
SB 813 until the program’s effectiveness has been established. According-
ly, we recommend that the additional $7.8 million proposed for this pro-
gram in the budget be deleted. :

Relationship Between Performance and Reward Unclear ; ,

We recommend that the Legislature adopt Budget Bill Ianguage direct-
Ing the State Department of Education to (1) develop a schedule of
Incentive payments showing the amount of funding per pupil to which a
school shall be entitled for given Increases in its students’ 12th grade CAP
test scores and (2) distribute this schedule, prior to September 1, 1954, to
schools chosen to participate in the pilot implementation of the Education
Improvement Incentive Program.
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In last year’s Analysis, we identified several standards which should be
met by any performance bonus plan adopted by the Legislature. One of
these was that, in order to provide school administrators a clear picture
of the financial payoff for success, all schools which achieve a specified
performance level should be rewarded with the same, predetermined
funding amount.

The reward mechanism etablished under the Education Improvement
Incentive Program does not meet this standard. As described in our over-
view of SB 813, the amount of funding which a school receives depends
not only en that school’s academic performance, but also on the perform-
ance of all other schools competing for incentive funds. Thus, for example,
a school eould receive $200 per pupil for increasing its students’ average
test scores by 5 points in one year and only $100 per pupil for achieving
the same increase in the following year—even though the total amount of
funding for the program remained the same.

Under these conditions, it is unclear how school administrators will
evaluate the potential financial payoffs associated with a given increase in
achievement. Moreover, because the amount of incentive funds which a
school may expect to receive for a given increase in achievement bears no
necessary relationship to the level of funding provided for the program in
total, the results obtained from a pilot studr))' would be of little use in
determining an appropriate level of funding for a statewide program.

An alternative design may, however, be specified which would avoid
these problems. Under this alternative, participating schools would be
guaranteed specified amounts of incentive funds (to a maximum of $400
per pupil ) for specified increases in student achievement. Using informa-
tion on the distribution of recent CAP test scores and assumptions regard-
ing the likeely increases in such scores, the State Department of Education
could develop a schedule of payments designed to use no more than the
amount appropriated for the pilot study. '

The main drawback of this approach, of course, is that it creates an
open-ended entitlement with a risk that the available funds will be over-
subscribed. Were:this to occur, however, the Legislature would at least
have a clear indication of the relationship between the level of reward
offered and the resulting increase in academic performance. Moreover,
the extent of the state’s risk would be limited by testing the response to
the incentives in the context of a pilot study.

For these reasons, we believe tﬁat the advantages of the alternative
design exceed its disadvantages. Accordingly, we recommend adoption of
the Foxilowing Budget Bill language in Item 6100-107-001 to provide for this
approach: : v

“The State Department of Education shall develop a schedule for al-

locating to participating schools the funding for incentive payments

provided by this Item. This schedule, which shall be distributed to
participating schools prior to September 1, 1984, shall indicate the
- amount of funding per pupil (to a maximum of $400 per pupil) to which
each school shall%)e entitled, for specified increases in the composite
ratings eomputed pursuant to Section 54651 of the Education Code.

Notwithstanding Section 54653 of the Education Code, the amount of

incentive funds earned by schools pursuant to the schedule shall form

the basis for the allocation of incentive payments pursuant to Section

54654 of the Education Code.” :
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d. Educational Technology Program (ltem 6100-181-001)

The Educational Technology program provides support for computer
and other technology education, and instructional te?ecommunications
services for schools. Grants are awarded to local education agencies to
assist in the development of educational technology programs.
Chapter 1133/83 (AB 803) revised the Educational Technology ‘pro-
gram. Specifically, the act:
« specified the eligible agencies and eligible purposes for grants award-
ed under the program,
+ established a state/local matching ratio of 10:1 for the grants,
o sp((eicified a limit of $1,000 per grant for teachers’ exemplary projects,
an
« expanded the duties of the Superintendent of Public Instruction.

Funding ‘ ,

In the current year, $2.9 million is available for the Educational Technol-
ogy program through (1) the Budget Act of 1983, which appropriated
$870,000 for local assistance and $603,000 for state operations, (2) SB 813,
which appropriated an additional $52,000 for a COLA and $500,000 for
program expansion, and (3) $854,000 carried over from prior-year unex-
pended balances. Of the amount appropriated by SB 813 for program
~ expansion, $300,000 was allocated for state operations on a one-time %;sis,
with the remainder allocated for local assistance. In total, state operations
received $903,000 and local assistance received $2.0 million.

State Operations. The budget proposes $735,000 for state operations
in 1984-85, consisting of $611,000 in federal funds and $124,000 from the
General Fund. This is a net decrease of $168,000 (19 percent) from es-
timated current-year state operations expenditures, which reflects elimi-
nation of the $300,000 one-time SB 813 appropriation and an increase of
$124,000 to fund 3 new positions. Our analysis indicates that the new
positions are justified by workload increases required by: AB 803.

Local Assistance. The budget proposes $6.5 million for local assist-
ance in the Educational Technology program in 1984-85. This is an in-
crease of $4.5 million, or 225 percent, over estimated current-year
expenditures.

The department indicates that the proposed augmentation would be
used to award grants in the educational technology local assistance pro-
gram, pursuant to the provisions of AB 803. Under this legislation, school
districts, county offices of education, and public postsecondary education
institutions are eligible for grants. School districts may use the grants for:
applications of educational technology in school programs; any use of
computers in the district’s instructional programs; and specified reading,
math, and science projects. : : .

Grants will be awarded by the State Board of Education, based on a
review of applications and recommendations by the Educational Technol-
ogy Committee (a statutory committee established to advise the state
board). Consequently, there is no expenditure plan for the allocation of
the funds proposed in the budget. The department indicates, however,
that most of the grants probably would be allocated for the purchase of
computer hardware and software to assist school districts in implementing
computer education programs or computer-assisted instruction. The
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Legislature, in AB 803, indicated that this is an appropriate use of funds
allocated for the Educational Technology program. The principal issue,
then, is to what extent the state shoulgy support school districts in this
endeavor. :

We have no analytical basis for assessing the cost-effectiveness of incor-
porating computer education into the school curriculum. Consequently,
we cannot recommend a specific level of funding for the Educational
Technology program. Ultimately, the amount appropriated for this pur-
pose depends on legislative priorities. We will, however, review the use
of any funds appropriated for the Educational Technology program in
order to determine the extent to which the grants are expended in a
manner consistent with the intent of AB 803.

e. Institute for Computer Technology (ICT) (item 6100-181-001)

The Institute for Computer Technology (ICT) was established in 1982
by three school districts in Santa Clara County—Sunnyvale Elementary,
Fremont Union High School, and Los Gatos Joint Union High School—to
provide education and training in computer technology for pupils in
grades K—12 and adults. Chapter 1528/82 (AB 3266) reappropriated up to
$100,000 from the exemplary projects component of the Investment in
People program (Budget Act of 1982) to support the institute in 1982--83,
to be allocated on the basis of the average revenue limit per ADA ($2,057)
of the three participating districts. Chapter 1528 also provided that sup-
port for the institute in 1983-84 and annually thereaﬁer shall be made
from the appropriation for Regional Occupational Centers and Programs
(ROC/Ps), for a maximum of 500 ADA.

In the Budget Act of 1983, the Legislature appropriated $150,000 for
support of the ICT in 1983-84, in lieu of the amount authorized by Chapter
1528. The Governor vetoed these funds, but Chapter 1302/1983 (AB 70)
subsequently appropriated up to $250,000 for the institute in 1983-84.

The budget proposes $257,000 for the ICT in 1984-85, an increase of 3.0
percent (CCOLA) over the current year. These funds are included in the
prcg)osed appropriation for the Educational Technology program. The
Budget Bill, however, contains control language which would limit fund-
ing for the ICT to $250,000. The Department of Finance indicates that this
is a technical error which will be corrected by amendment.

Proposed Trailer Bill Language

The administration also proposes trailer bill language to eliminate the
statutory requirement that up to 500 ADA in the institute be funded from
the Budget Act appropriation for ROC/Ps. This proposal is based on the
- recognition that the ICT does not operate as an ROC/P and is eligible to
compete for additional funding through the educational technology local
assistance program. We believe this proposal makes sense. It would still
allow ICT's to be funded by annual Budget Act appropriations, as most
other programs are.

Pian for Reallocation of ICT Funds in 1985-86

We recommend that legislation be enacted to clarify that Regional Oc-
cupational Centers and Programs (ROC/Ps) and Adult Schools may con-
tract with ZCTs to operate classes, and that school districts may claim ADA
credit for enrollment in ICT classes, in order to make additional sources
of funding available to ICTs.

We further recommend that the Legislature adopt supplemental report
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language expressing legislative intent that no state funding be provided for
the existing Institute for Computer Technology (ICT) in 1985-86, and that
state or federal funding be provided in 1985-86 to establish at least one
new ICT, in order to facilitate expansion of the ICT concept to other areas
of the state. -

Based on our review of the Institute for Computer Technology and
computer education programs in other districts, we find that:

o The ICT has implemented a multi-district program that provides
courses in computer programming, instruction based on selected
computer software packages, and computer occupational skills.

« The institute has been successful in attracting contributions from the
private sector.

o ICT courses for high school and adult pupils are primarily job-orient-
ed. Comparable courses could be offered by the E)cal Regional Occu-
pational Centers and Programs (ROC/Ps), Adult Schools, and
community college.

¢ Other school districts have developed computer education programs
without state categorical funds, but these programs generally are not
as comprehensive as the one offered by the ICT.

These findings suggest to us that the ICT model can facilitate inter-
district cooperation, thereby permitting districts to realize economies of
scale. They also suggest that state support may be necessary to assist
districts in financing start-up costs and in attracting contributions from the
private sector. Ongoing state categorical support, however, may not be
necessary, because alternative sources of funds are available (ROC/Ps,
adult schools, and school district revenue limits), and may not be feasible
if the program is to be expanded statewide, due to limited state resources.

In order to facilitate expansion of the program and to encourage dis-
tricts to form cooperative relationships in implementing computer educa-
tion programs, we recommend that the Legislature:

¢ continue squort for the existing ICT in 1984-85,

« adopt supplemental report language expressing legislative intent
that: state funding for the existing ICT not be continued beyond
1984-85, and state or federal funding be provided in 1985-86 to estab-
lish at least one new ICT, to be funded annually for a two-year period,
with second-year funding contingent upon the provision of local
matching funds from non-state sources, and

« enact legislation to permit ROC/Ps and adult schools to contract with
ICTs to operate courses, and to allow school districts to claim ADA
credit for ICT classes on the same basis as other elementary and
secondary school classes. (It is not clear whether this is permitted
under current law.) :

This proposal, if adopted, should provide (1) the existing ICT with an
opportunity to arrange for new funding, once state categorical support is
terminated, (2) funding for the systematic expansion of ICTs to additional
areas in the state, and (3) an incentive for ICTs to obtain support from the
private sector.

Accordingly, we recommend that the Legislature adopt the following
supplemental report language:

“It is the intent of the Legislature that no state funds be appropriated

in 1985-86 directly for support of the existing Institute for Computer
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Technology. It is further the intent of the Legislature that the Budget
Act of 1985 appropriate state or federal funds to establish a new Institute
for Computer Technology, to be funded annually for a two-year period,
with second-year funding contingent upon the provision of local match-
ing funds from non-state sources.”

f. Specialized Secondary Programs (ltem 6100-1 19-001 (<)) ‘

Senate Bill 813 (Ch 498/83) authorizes school districts to apf)ly to the
Superintendent of Public Instruction to establish high schools (grades
9-12) with specialized curricula in high technology, performing arts, or
“other special curricular areas,” and requires the superintendent to allo-
cate funds for start-up costs of specialized schools, beginning in 1984-85.
The act contained an appropriation of approximately $2 million for this
purpose, but the Governor vetoed these funds. The budget for 1984-85
proposes $2.0 million for the program. .

Programs Should be Established and Evaluated as Pilot Projects

We recormmend that the Legislature adopt supplemental report lan-
guage expressing its intent that (1) specialized secondary programs be
funded annually for three years as pilot projects, (2) an evaluation of the
program be initiated in 1985-86, and (3) continuation of funding for the
program beyond 1986-87 be contingent upon the results of the evaluation
establishing the program’s success.

Senate Bill 813 indicates that the Legislature intends to appropriate
start-up costs for new specialized secondary programs on an annual basis.
As discussed in the overview of SB 813, however, we believe that before
proceeding with the implementation of such programs on a large scale, it
would be prudent to evaluate the results from a more limited test of the
concealjt. Comnsequently, we recommend that the Legislature adopt supple-
mental report language expressing its intent that (1) specialized second-
ary programs be funded as pilot projects for three years, (2) an evaluation
of the program be initiated in 1985-86, and (3) continuation of funding for
the programm beyond 1986-87 be dependent upon findings from the
evaluation showing the program’s success. This evaluation should include
a review of specialized secondary programs established in other states, so
that California may benefit from the experience of these states.

Our recommendation can be implemented by adopting the following
supplemental report language: :

- “It is the intent of the Legislature that (1) specialized secondary pro-
grams be funded annually for three years as pilot projects, (2) an evaﬁ)ua-
tion of the programs be initiated in 1985-86, to be completed by October
1, 1986, and (3) continuation of funding for the programs beyond 1986—
87 be contingent upon a finding that these programs are successful.”

We estimnate that the cost of the evaluation would range from $100,000
to $200,000. This could be supported by new funding in 1985-86, or from
baseline funding of the specialized secondary programs.

g. Opportunity Classes (ltem 6100-119-001(b))

Senate Bill 813 provides fiscal incentives for school districts to increase
the availability of “opportunity classes and programs” in grades 7 to 9. The
purpose of these classes, whic{l were authorized by law prior to SB 813, is
to provide pupils who are identified as potential truants or disciplinary
problems ““an opportunity . . . to resolve their problems,” so that they
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may return to regular classroom instruction.

As discussed in the overview of SB 813, the act provides that school
districts maintaining opportunity classes shall be eligible to receive reim-
bursements for costs associated with increasing the availability of such
classes in grades 7 to 9, “which are in excess of the reimbursements pro-
vided in the regular apportionment.” The amount of reimbursements
received by a district may not, however, exceed $400 per pupil for each
additional pupil enrolled in opportunity classes above the 1982-83 enroll-
ment levelpin these grades. Senate Bill 813 appropriated approximately
$4.1 million in 1984-85 for this program. This funding was vetoed by the
Governor. The budget proposes $4,126,000 to support this program in the
budget year.

Based on our analysis of SB 813’s provisions regarding the expansion of
opportunity classes and programs, we see two potential problems that the
program may encounter. First, because the statutory criteria under which
students may be placed in opportunity classes are vague, there is a poten-
tial for abuse of tﬁe fiscal incentives created by the act. Second, by estab-
lishing the limitation on a district’s incentive funds in terms of enrollment
($400 per additional pupil), the act fails to relate the maximum reimburse-
ment to the amount of additional workload which would be imposed by
expansion of opportunity classes. '

Placement Criteria are Vague

At the time this Analysis was written, the Department of Education had
not developed any guidelines or procedures to govern the proposed ex-
pansion of opportunity classes and programs. Under existing law, school
'districts may place in opportunity classes students who are—or “are in
danger of becoming”—habitually truant; irregular in attendance; or in-
subordinate or disorderly. Because the phrase “in danger of becoming” is
not defined elsewhere in the law, the criteria used by school district
administrators in determining which pupils are to be placed in opportu-
nity classes may vary significantly from district to district. The Legislature
may, therefore, wish to specify more clearly the conditions under which
districts may assign additional students to opportunity classes.

Maximum Reimbursement Not Tied to Workload

We recommend that the Legislature adopt budget bill language requir-
ing that funding for the expansion of opportunity classes be based upon
units of average daily attendance (ADA), rather than on enrollment.

As noted above, SB 813 bases the maximum amount of reimbursements
which a school district may receive for the expansion of its opportunity
classes on the number of pupils enrolled. By expressing the limitation in
this manner, however, SB 813 fails to relate the maximum reimbursement
to the amount of additional workload which would be imposed by the
expansion of opportunity classes. Because the purpose of such classes is to
return the student to a regular classroom as quickly as possible, opportu-
nity class enrollments typically reflect substantial “turnover” of individual
students. As a consequence, the number of students enrolled at one time
or another throughout the year fails to describe accurately the additional
workload which these students impose on the district. :

Our analysis indicates that a limitation on reimbursements based on
average daily attendance (ADA), rather than on headcount enrollment,
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would more accurately reflect the workload imposed by the expansion of
opportunity classes. Moreover, such a change would be consistent with the
provision of SB 813 requiring districts to justify their excess costs in rela-
tion to the reimbursements provided (on a per-ADA basis) in the regular
apportionment. Accordingly, we recommend that the Legislature adopt
e following budget bill %anguage:
“Notwithstanding Section 48644 of the Education Code, funds allocated
to school districts for the expansion of opportunity classes and programs
shall not exceed $400 per unit of average daily attendance (ADA), based
on the additional enrollment in such classes and programs above the
1982~-83 enrollment levels, expressed in terms of ADA.”

h. Instructional Materials (Textbooks) (Items 6100-186-001, 6100-187-001,

and 6100-015-001)

Article IX, Section 7.5 of the California Constitution requires the state
to adopt textbooks for use in grades K-8 and supply them to the schools
without charge. To meet this mandate, the Department of Education
oversees a 25-month textbook adoption and distribution process.

The state provides categorical support to school districts for the pur-
chase of instructional materials. The statutory rate of funding for grades
K-~8is $21.18 per ADA in 1983-84, and this rate is to be adjusted annually
for inflation. Senate Bill 813 (Ch 498/83) provided, for the first time, an
annual apportionment for the purchase of instructional materials in grades
9-12, at a rate of $14.41 per pupil. )

Funding for Instructional Materials. Table 17 summarizes the fund-
ing for instructional materials in the prior, current, and budget years.

Table 17

Funding for Instructional Materials
1982-83 through 1984-85
{in thousands)

Actual  Estimated Proposed Change
1982-83 198384 198485 Amount Percent

State Operations

General Fund $878 $1,422 $1,486 $64 45%

Reimbursements/Special Deposit Fund ... 72 138 140 2 14
Subtotals....... $950 $1,560 $1,626 $66 42%

Local Assistance ) :

General Fund (grades K-8) .....cueueeuicirersees $40,912 $59,310 $60,736  $1,426 2.4%

General Fund (grades 9-12) .....ccoummmesssmneeer - 18,250 18,370 120 0.7

Federal funds ... — 75 75 — —

Instructional Material Fund ...........ccoocooicennn 701 - — - —
Subtotals ...... $41,613 $77,635 $79,181 $1,546 2.0%
Totals . $42,563 $79,195 $80,807 $1,612 2.0%

Table 17 shows that the budget proposes $1.6 million for state operations
and $79.2 million for local assistance, for a total of $80.8 million in support
of the instructional materials program..

The Legislature, in providing an appropriation for instructional materi-
als in grades 9-12 and funding the statutory entitlement for grades K-8 in
1983-84, increased the level of state funding for this program by 91 percent
over baseline expenditures in 1982-83. The Governor’s Budget proposes
$79.1 million: from the General Fund for local assistance for instructional
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materials in 1984-85, an increase of 2.0 percent over estimated current
year-expenditures. This increase is due to (1) a reduction in the estimated
amount required to fund the statutory entitlement (technical adjust-
ments), and (2) a 3 percent COLA.

The budget also proposes $1.5 million from the General Fund for state
operations under the instructional materials program. This is an increase
of 4.5 percent over the current year.

Appropriation for Grades 9-12 Lacks Statutory COLA Provision

Current law provides that the appropriation for instructional materials
in grades K-8 shall be adjusted annually for inflation, as measured by
changes in the U.S. Consumer Price Index. No statutory inflation adjust-
ment, however, is required for the appropriation in support of grades 9-12.
Thﬁ bu)dget proposes a 3 percent COLA for both appropriations ($2.3
million).

We find no analytical basis for differentiating between the two instruc-
tional materials appropriations with respect to inflation adjustments. Ei-
ther they both warrant a mandatory adjustment or they do not.
Consequently, we agree with the budget proposal to grant the same
COLA to both appropriations. If the Legislature decides to fund the statu-
tory COLA for the K-8 appropriation (3.3 percent), we believe the same
percentage increase should be applied to the appropriation for grades
9-12.

In order to fund the statutory COLA for the K-8 appropriation, a budget
augmentation of $177,000 would be required. Providing the same rate of
increase for the grade 9-12 appropriation would require an augmentation
of $54,000.

Appropriation for Grades K-8 is Overbudgeted

We recommend that the appropriation for instructional materials in
grades K—8 be reduced by $685,000, for an equivalent General Fund sav-
ings, because the budget does not account for projected current-year unex-
pended balances in the Instructional Materials Fund that will be available
for expenditure in 1984-85. (Reduce Item 6100-186-001 by $685,000.)

Senate Bill 813 provides that districts are entitled to funds for the pur-
chase of instructional materials in 1983-84 at the rates of $21.18 per prior-
year ADA in grades K-8 and $14.41 per pupil enrolled in the prior year
in grades 9-12. The Budget Act of 1983-and SB 813 appropriateéJ a total of
$77.6 million for this purf)ose. Of this amount, the department has estimat-
ed that $18.2 million will be required to fund grades 9-12 and the remain-
ing $59.4 million will be designated for grades K-8. The budget proposal
assumes there will be no carryover balances.

“Based on the department’s reported ADA for 198283, however, we
estimate that only $58.7 million will be required to fund the statutory
entitlement for grades K-8, leaving a projected balance of $685,000 at the
end of the current year. Because current-year unexpended balances in the
Instructional Materials Fund will be carried over to 1984-85, they will be
available for allocation in the budget year.

Consequently, we believe the proposed appropriation is $685,000-in
excess of the amount required to provide $21.18 per prior-year ADA plus
the 3 percent COLA assumed in the budget. We therefore recommend
that the appropriation be reduced by this amount.
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Statutory Allowance for Instructional Materials Underfunded in Budget

We recormamend that the Department of Finance report, at the time of
budget hearings, an apparent $396,000 underfunding in the proposed
budget appropriation for instructional materials in secondary schools.

The proposed appropriation for instructional materials in secondary
schools is based on the statutory rate of $14.41 per pupil enrolled in grades
9 through 12 in the prior fiscal year. The 1984-85 proposed budget is based
on an estimate of 1983-84 enrollment rovideg by the Department of
Finance. This estimate, however, excludes “ungraded enrollment” (high
school pupils who are not assigned to a specific irade level). We see no
basis for exeluding this enrollment from textbook funding,

If adjusted for ungraded enrollment, the appropriation for instructional
materials in secondary schools would have to be augmented by $396,000,
assuming a 3 percent COLA. The subcommittees should request that the
Department of Finance explain why funds for “ungraded enrollment”
were omitted from the request for instructional materials. If this was done
inadvertently, the department should request an amendment to the
Budget Bill providing the funds.

New Procedures Needed for Ordering Textbooks

We recormamend that, in order to make the two systems of ordering
textbooks comparable, the Legislature adopt Budget Bill Ianguage provid-
ing that (1) all funds appropriated for instructional materials be allocated
directly to local education agencies, prior to September 15, 1984, and (2)
distriets ordering textbooks through the state be required to reimburse the
state for adrministrative costs incurred, for a General Fund savings of $418,-
000. (Reduce Item 6100-001-001 by $418,000.)

We further recommend that the appropriation for instructional materi-
als in grades K-8 be reduced by $4,200,000 in order to compensate for
estimated loss in General Fund interest income to the state and recognize
the corresponding gain to school districts, resulting from (1) above.
(Reduce Itean 6100-186-001 by $4,078,000, and reduce Item 6100-226-001 by
$122,000.)

Prior to 1983-84, up to 20 percent of the state appropriation for K-8
instructional materials was available to school districts for cash purchases
directly frorn publishers; the remainder was allocated to district accounts
as credits in the state Instructional Materials Fund. In order to use these
credits, districts were required to place orders for instructional materials
through the State Department of Education. Chapter 1503, Statutes of
1982, permits school districts to order all K-8 instructional materials di-
rectly from publishers, rather than through the state. Language in the
Supplemental Report to the Budget Act of 1953 requires the Legislative
Anafyst to report in the 1984-85 Analysis on the implementation of Ch
1503.

Report on Direct Ordering of Textbooks

Of the 988 districts that order K-8 instructional materials, 249, or 25
percent, chose the direct order option in 1983-84. These districts repre-
sented 51 percent of K-8 enrollment, reflecting the fact that the larger
districts tended to prefer to order directly from the publishers.

Early in 1983-84, the State Department of Education conducted a sur-
vey of 30 districts to determine why they chose the direct order or the
state order system. The survey indicates:’
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o Those districts which chose to order directly from publishers did so
primarily because (1) under this system, the district receives its entire
allocation in cash, rather than in credits, thereby permitting the dis-
trict to earn interest on unexpended balances and (2) direct order
could result in faster delivery (particularly for supplemental orders).

¢ Those districts which chose to order through the department did so
primarily because (1) it reduces local administrative costs and (2)
payments made to districts for direct order, apportioned monthly,
were perceived to be too small and allocated too late for the districts
to use effectively, whereas credits in the state order system were
available at the beginning of the year.

During our field visits, district administrators offered a variety of rea-
sons for choosing the direct or state order option. In general, however, our
findings are consistent with the department’s survey. :

Comments and Recommendations

Ideally, allowing districts to choose between the state and direct order
options would permit a comparison of the benefits of a centralized versus
a decentralizecs) system of procurement. The manner in which the direct
order option has been implemented, however, has certain fiscal conse-
quences which prohibit a fair comparison. Specifically, the implementa-
tion of the two systems differs in that:

o state ordering gives districts the advantage of receiving their total
entitlement at the beginning of the fiscal year;

o direct ordering gives districts the advantage of earning interest on
unexpended balances; and -

» state ordering gives distriets the advantage of having the state pay for
the administrative costs of processing the orders. .

In each case, the impact is a result of the way in which the system is
implemented rather than the result of the system itself. In other words,
the state-ordering system could be implemented in a way that provided
credits to districts on a monthly basis, while direct ordering could allow
districts to draw down their entitlement all at once.

Interest and Schedule of Payments. In order to prevent interest
earnings and the timing of the apportionments from affecting a district’s
choice regarding how to order textbooks, thereby facilitating evaluation
of the two ordering options, we recommend that:

» all funds appropriated for instructional materials be allocated to dis-
tricts as a cash payment, and

« all cash allocations be transferred to districts at the beginning of the
fiscal year, thereby giving districts more flexibility in using these
funds to order textbooks.

If these recommendations were approved, the result would be a signifi-
cant revenue loss to the state. This is because, under existing law, interest
earned on the unexpended balance of the state Instructional Materials
Fund is credited to the General Fund. At the same time, however, school
districts, would receive a windfall revenue gain as a result of the interest
they would earn on the instructional materials funds apportioned to them
at the beginning of the school year. In order to avoid wﬁat, in effect, would
be a “hidden” increase in the program, we further recommend that the
estimated amount of interest lost by the state and gained by the districts
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be deducted from the state appropriation for instructional materials.

Assuming a projected interest rate of 10 percent and an appropriation
for instructional materials at the level proposed in the Governor’s Budget,
we estimate that this deduction should be $4.2 million.

Administrative Costs. As mentioned above, school districts that or-
der textbooks directly from publishers must pay for the associated ad-
ministrative costs from their local general funds. Districts that order
through the State Department of Education, on the other hand, are pro-
vided this service at no cost to the district. This service is supported by the
state General Fund. Like the other factors discussed above, this difference
constitutes a fiscal incentive for districts to use one particular system of
placing orders and thereby precludes an objective assessment of the rela-
tive merits of the two options. We therefore recommend that districts
ordering through the Department of Education be required to reimburse
the state for the costs of providing this service. We estimate that this would
result in a General Fund savings of approximately $418,000. If implement-
ed in 1983—84, this would have resulted in 739 districts reimbursing the
state at a rate of $0.31 per ADA in grades K-8.

We recormmend that the Legislature implement these recommenda-
tions by (1) adopting two Budget Bill provisions, as shown below, (2)
reducing the General Fund appropriation for instructional materials by
$4.2 million to compensate for the transfer of interest revenues from the
state to local districts, and (3) reducing the General Fund appropriation
for state operations by $418,000 and increasing reimbursements by a like
amount to reflect the use of reimbursements as a funding source for state
administrative costs:

“l. Provided that, notwithstanding any other provision of law, all funds
appropriated for local assistance for instructional materials shall be al-
located to local education agencies prior to September 15, 1984.

- 2. Provided that local education afencies ordering instructional
materials pursuant to subdivision (a) of Education Code Section 60242
shall be required.to reimburse the state for. the administrative costs
incurred in providing this service, as determined by the State Depart-
ment of Eiducation. The Department of Education shall, by January 1,
1985, reduce the number of authorized positions to the extent that
projected reimbursements are less than the amount budgeted for this
purpose, and shall certify this reduction to the Department of Finance.”

Report on Textbook Reviews Needs Improvement -

We recormmend that the Legislature adopt supplemental report lan-
guage directing the State Board of Education to (1) disseminate to school
districts a eopy of the Curriculumr Commission’s report on textbooks
recommended for state adoption and (2) require the Curriculum Commis-
sion to include in its report a summary of negative recommendations made
by Instructronal Materials Evaluation Panels, in order to assist the state
board and sehool districts in selecting instructional materials.

As part of the process of adopting textbooks for use in grades K~8, the
Curriculum Development and Supplemental Materials Commission
makes recormmendations to the State Board of Education, based on re-
views by Instructional Materials Evaluation Panels. In addition to recom-
mendations, the commission’s report includes-a brief summary of the
strengths of each textbook. The report, however, does not include a sum-
mary of negative comments made by reviewers, and makes no notation
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of instances where any of the review panels recommended against adop-
tion.

We believe that the commission’s report would, if disseminated to
school districts, assist them in selecting textbooks. The report also would
be more informative if it noted where a review panel dissented from the
commmission’s decision or did not recommend specific sections of a text-
book. Consequently, we recommend that the Legislature adopt the fol-
lowing supplemental report language:

“The State Board of Education shall (1) disseminate to school districts
(grades K-8) a copy of the Curriculum Commission’s report on text-
books recommended for adoption and (2) require the commission to
include in its report a summary of negative recommendations made by
Instructional Materials Evaluation Panels.”

Because. the department currently sends to school districts the list of
state-adopted instructional materials, we estimate that the additional cost
incurred as a result of our proposal would be minor and could be accom-
modated within existing baseline resources.

Warehousing and Shipping Workload Data Needed (ltem 6100-015-001)

We withhold recommendation on the appropriation for warehousing
and shipping instructional materials, pending the receipt of additional
information concerning workload.

The budget proposes a transfer of $253,000 from the Instructional
Materials Fund to the General Fund for the warehousing and shipping of
instructional materials. This function is performed primarily in connection
with textbooks printed by the Office of State Printing and large print and
braille textbooks. The budget proposal represents an increase of $15,000,
or 6.3 percent, above the current-year funding level.

Funding for this purpose in 1984-85 is associated, in part, with textbooks
ordered in-the current year and the number of these books that will be
printed by the state. The department indicates that this information will
not be available until February. We will review the data upon submission
by the department, and make a recommendation on the appropriate level
of funding for this activity during the budget hearing.

i. Demonstration Programs in Reading and Mathematics (item 6100-146-001)
‘We recommend approval, :

Demonstration programs in reading and mathematics were established
to provide cost-effective, exemplary reading and math programs in grades
7, 8, and 9, using intensive instruction. The enabling legislation for the
demonstration programs specifies that the programs are to (1) develop
new approaches to the teaching of reading and mathematics, (2) provide
information about the successful aspects of the projects, and (3) encour-
age project replication in other schools.

The legislation further requires that the programs be ranked accordin
to evaluation results, with state support withdrawn from the lowest-rate
programs. In 1983-84, the program will serve 9,364 students in 28 schools
representing 19 districts. The State Department of Education (SDE) uses
one consultant and .one half-time clerical position to administer this pro-
gram.
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Funding

The budget proposes an appropriation of $3,884,000 for the demonstra-
tion lprograms in 1984-85. This amount includes $3,772,000 to continue the
level of funding provided in the current year, plus $112,000 for a 3 percent
COLA. Because evaluations to date have shown this to be a successful
program, we recommend approval of the amount as budgeted.

Sunset! Review

Chapter 1270 of the Statutes of 1983 (SB 1155) provides that the statu-
tory authorization for Demonstration Programs in Reading and Math-
ematics shall ““sunset” on June 30, 1985. This measure also establishes a new
review process for all categorical programs and, as part of this process,
requires the SDE to submit a report to the Legislature, by December 1,
1983, on the effectiveness of the Demonstration Programs in Reading and
Mathematics. The measure further requires the Legislative Analyst to
review the report submitted by the department and, no later than 90 days
following its receipt, submit comments and recommendations to the
Legislature. :

At the time this Analysis was prepared, we had not received the depart-
ment’s report on the demonstration programs. The department, however,
intends to submit this report prior to budget hearings. Pursuant to the
requirements of Ch 1270/83, we shall review the report and prepare
comments and recommendations for the Legislature, as appropriate.

j- High School Pupil Counseling Program (ltem §100-109-001)
We recommend approval,

Senate Bill 813 (Ch 498/83) establishes a permissive program for coun-
seling high school pupils. Under this program, each pupil shall receive,
prior to age 16 or t%e end of the 10th grade (whichever occurs first), a
review of his or her academic progress and counseling regarding educa-
tional and career options. Priority is to be given to pupils who are not
earning credits at a rate which will enable them to graduate with their
class. The act authorizes an allocation of $20 for each 10th grade pupil to
school districts adopting the counseling program. These funds must be
used to supplement, rather than supplant, existing funding for counseling
services.

Funding

Senate Bill 813 included an appropriation of approximately $6.2 million
per year for high school pupil counseling in both 1983-84 andy 1984-85, but
the Governor veteoed t[;)e second-year appropriation. The budget pro-
poses $6.6 million for the program in 1984-85, in order to fund the author-
ized $20 per pupil. This is an increase of 7.0 percent over estimated
expenditures in the current year. This level assumes that every high school
in the state will receive funding. .

As we indicated in the overview of SB 813, this program could provide
an incentive for districts to enhance their counseling programs. The De-
partment of Education intends to monitor and evaluate district programs
on a sample basis. At this time, however, we have no analytical basis for
determining the effectiveness of the high school pupil counseling pro-
gram. Because the budget proposes to provide the legislatively-approved
level of funding for this program, we recommend that it be approved.

s
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2. Programs to Strengthen Teaching and Administration

Table 18 shows the General Fund local assistance funding for the pro-
grams designed to strengthen teaching and administration in the prior,
current, and budget years. Funding for these programs will be discussed
in the individual program analyses presented in this section.

Table 18
General Fund Support for Programs to Strengthen Teaching and Administration
Local Assistance
1982-83 through 1984-85
{in thousands)

Actual  FEstimated Proposed Change
1982-83 198384 1954-85 Amount Percent

Mentor Teacher Program .......o.cemmercersesnnes $10,805 $30,800 $19,995 185.1%

Teacher Education and Computer Centers $6,303 6,681 11,982 5,301 79.3
Administrator Training and Evaluation Pro-

gram — - 2,000 2,000 N/A
Pilot projects for administrators ................. — -— 500 500 N/A
School Personnel Staff Development Pro-

gram 3,331 3,369 3,470 101 3.0.
Bilingual Teacher Training Program ............ 790 719 802 2 3.0
Instructional Development and Exemplary )

Projects 1,637 707 —_ =707 -100.0

Totals $11,961  $22341  $49554  $27,213 121.8%

a. California Mentor Teacher Program (ltem 6100-191-001)

Senate Bill 813, as amended by AB 70, provides funds to school districts
and county offices of education to implement the California Mentor
Teacher Program. Under this program, each district or county office may
designate as “mentor teachers” a number of eligible teachers equal to 5
percent of the district’s certificated classroom teachers.

In order to be eligible to participate in this program, a teacher must:

» be a credentialed classroom teacher with permanent status,

o have substantial recent classroom instruction experience, and

« have demonstrated exemplary teaching ability, such as effective com-

‘munication skills, subject matter knowledge, and mastery of a range
of teaching strategies necessary to meet the needs of different pupils.

In return for performing additional duties, the mentor teacher receives
a stipend of up to $4,000 annually. Specifically, the act provides that the
primary function of a mentor teacher shall be to provide assistance and
guidance to new teachers (including teacher trainees). The act further
provides that mentor teachers may also:

o give assistance and guidance to more experienced teachers,

« provide staff development for teachers, and :

« develop special curricula.
Finally, the act provides that mentor teachers must spend at least 60
percent of their time in the direct instruction of pupils, and shall not take
part in the formal evaluation of other teachers.

School districts and county offices participating in the program are to
be reimbursed for (1) the cost of providing stipends to their mentor
teachers and (2) necessary costs to operate the program, such as the costs
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of substitute teachers and administrative costs.

Funding. Senate Bill 813 appropriated $10.8 million for 1983-84
(half-year cost) and $30.8 million for 1984-85 to implement the Mentor
Teacher pro%am,' but the Governor vetoed the funding provided for
1984-85. The budget proposes $30.8 million in local assistance funding for
this program in 1984-85. This amount is composed of $10.8 million to
continue the level of funding established in 1983-84 plus $20 million for
expansion of the program in the budget year.

The State Department of Education estimates that the budget proposal
provides sufficient funding to support a number of mentor teachers equal
to roughly 2.8 percent of tﬁe total number of certificated classroom teach-
ers statewide. In order to provide funding for the full number of mentor
teachers authorized by law (5 percent times the number of certificated
classroom teachers), the proposed budget would have to be augmented
by $23.9 million.

The budget also proposes state operations expenses of $88,000 (Item
6100-001-001) for the department to add one consultant and one clerical
position for workload associated with the administration of the Mentor
Teacher program. This workload consists of (1) determining the reim-
bursement entitlements of school districts and county offices of education
and (2) providing technical advice and assistance to districts and county
offices participating in the program.

Report Needed on Use of Mentors

We recommnend that the Legislature adopt supplemental report lan-
guage directing the State Department of Education to report to the Joint
Legislative Budget Committee and the fiscal committees by November 1,
1984 on the duties performed by mentor teachers.

As noted, SB 813 requires that mentor teachers spend, on average, at
least 60 percent of their time in the direct instruction of pupils, with the
remaining tirme to be spent on such activities as curriculum development
and providing assistance to new teachers. In addition, the act requires the
Sl:lperintendent of Public Instruction to propose, and the State Board of
Education to adopt, rules and regulations governing the operation of the
Mentor Teacher Program.

Our review of the department’s draft rules and regulations, however,
indicates that they provide no additional restrictions on the types of duties
which may be assigned to mentor teachers. As a result, school districts and
county offices of education participating in the Mentor Teacher program
will have considerable discretion in determining the nature and extent of
these duties which may or may not be worth $2,000 a semester.

If it is to assess the benefits of the Mentor Teacher Program in relation
to its cost, the Legislature must be provided information on the duties
actually performecgi by mentor teachers in participating school districts
and county offices of education. Accordingly, we recommend that the
Legislature adopt the following supplemental report language:

“The State Department of Education shall report to the Joint Legisla-
tive Budget Committee and the fiscal committees by November 1, 1984
on the nature and extent of duties performed by mentor teachers. This
report shall be based on a representative sample of school districts and
county offices of education participating in the Mentor Teacher Pro-
gram and shall include specific examples of the additional products and
services obtained as a result of the program.”
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b. Teacher Education and Computer (TEC) Centers
(ltem 6100-191-001(h))

We recommend approval.

The Teacher Education and Computer (TEC) Centers were estab-
lished in 1982~83 as part of the Investment in People program. There are
15 TEC Centers statewide. These centers provide regional delivery of staff
development services, with an emphasis on mathematics, science, and
computer education.

The budget proposes a General Fund appropriation of $12.0 million for
the TEC Centers in 1984-85. This is an increase of $5.3 million, or 79
percent, over the estimated current-year expenditures of $6.7 million. The
increase consists of (1) $5.1 million to expand services provided by the
existing TEC Centers and (2) $0.2 million for a 3 percent COLA.

Our analysis indicates that an augmentation for the TEC centers is
warranted, for the following reasons:

o Currently, there is a shortage of mathematics and science teachers,
necessitating the reassignment of teachers from other areas of the
curriculum. This problem may be exacerbated by the greater empha-
sis placed on mathematics and science as a result og the new high
school graduation requirements which will take effect in 1986-87. To
date, TEC Centers have been emphasizing computer education and
have been unable to meet the need for mathematics and science
training;

« Schools are expanding the number of courses offered in computer
education. Consequently, the demand for TEC center services may
increase accordingly; 4

« The Legislature, in SB 813, appropriated $5.1 million for TEC Center
expansion in 1984-85, but the Governor vetoed these funds; and

o Research on the impact of staff development has, on balance, been
favorable. ’ : ‘

For these reasons, we recommend approval of funding for this program
as budgeted. :

¢. Administrator Training and Evaluation Program (ltem 6100-191-001 (a))

Chapter 1388, Statutes of 1982, authorized the California Leadership
Institute program, in which a school district, county office of education,
or a consortium of these agencies may apply for funds to establish a three-
year projeet for administrator training. Senate Bill 813 changed the name
of the program to the Administrator Training and Evaluation program,
and appropriated approximately $500,000 to %und it in the budget year.
These ?un s were vetoed by the Governor. The budget proposes $2.0
million for the program in 1984-85.

Allocation Plan for Funds Warranted -

We recommend that the Legislature adopt Budget Bill language direct-
ing the State Department of Education to establish one administrator
training center in each Teacher Education and Computer Center region
by allocating up to $100,000 for each center, contingent upon the provision
of local matching funds, because our review indicates that this Is feasible
and would permit more centers to be established at a lower cost to the
state, for a General Fund savings of $500,000. (Reduce Item 6100-191-001

by $500,000.)
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The $2.0 million requested in the budget would establish 10 administra-
tor training and evaluation centers, with each center operating on a
budget of $200,000. The department argues that the $500,000 level estab-
lis}(lied in SB 813 would be inadequate to implement the program state-
wide. ‘

We agree that the level of funding contained in SB 813 would not be
adequate to itmplement a comprehensive administrator training program
on a statewide Easis. Our review of existing county and district programs
for administrator training, however, indicates that funds could be allocat-
ed in a manner which would result in better regional delivery of services
at a cost to the state which is less than the amount proposed in the budget.

Local Matching. Seven county offices of education offer inservice
training programs specifically for administrators: Alameda, Los Angeles,
Orange, Riverside, Sacramento, San Diego, and Santa Clara counties. The
cost of these programs ranges from approximately $25,000 to $350,000.
They are funded primarily from within the county offices’ revenue limits
(consisting of state and local funds) and fees charged to participants (usu-
ally paid by school districts) . Some school districts, such as Los Angeles and
San Juan Unified, also operate training programs for their administrators.

The experience of these county offices and districts indicates that local
support for administrator training programs is feasible. Local funding also
increases the likelihood that the program is responsive to local needs. At
the same time, state funds may be needed to stimulate a local effort and
to compensate for the limitations on local funds. For these reasons, we
recommend that state funds be appropriated for administrator training
and evaluation centers, contingent upon matching local funds. -

Number of Centers. Based on the department’s estimated budget of
$200,000 per center, our proposal would require a state allocation of $100,-
000 for each center, with a 50 percent local matching requirement. Thus,
an appropriation of $1 million would be needed to fund the 10 centers
proposed in the budget. In order to provide effective regional delivery of
services, however, we recommend that one administrator training and
evaluation center be established in each of the 15 Teacher Education and
Computer (TEC) Centers. This would cover the entire state and would
facilitate coordination with the TEC Centers, which provide staff develop-
ment services to teachers.

In summary, our proposal provides for the establishment of 15 adminis-
trator training and evaluation centers at a state General Fund cost of $1.5
rr(xiillion, thereby permitting a reduction of $500,000 in the amount budget-
ed.

We note that because the TEC Center regions vary considerably in
population and geographical characteristics, allocating $100,000 to each
administrator training center would provide more funds, on a per-ad-
ministrator basis, to the rural areas. This, however, can be justified on the
basis of (1) fixed costs common to all programs éZ) higher operating costs
(such as transportation) in rural areas, and (3) fewer resources currently
devoted to adrministrator training in these areas. .

We recommend that the Legislature implement our proposal by reduc-
ing Item 6100-191-001 by $500,000 and adopting the following Budget Bill
language: '

“Provided that the State Department of Education shall establish an

" administrator training and evaluation center in each Teacher Education
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and Computer Center regibn, by allocating, from funds appropriated in
this item, up to $100,000 for each center, contingent upon matching local
funds contributed to the administrator training center.”

d. Pilot Projects for Administration and Management
(ltem 6100-191-001(b) and (c))

Current law authorizes two pilot project programs for school adminis-
tration and management: .

o Pilot Project for Administrative Personnel. Chapter 1388/82 (AB
3253) authorized the establishment of a pilot project for administrative
personnel recruitment and selection. Senate Bill 813. made minor modifi-
cations to the program, but the program has not been funded to date. The
budget proposes $250,000 from the General Fund to implemenmt the pilot
project in 1984-85.

o Innovative Local Experiments to Strengthen Personnel and Manage-
ment. Senate Bill 813 requires the Superintendent of Public Instruc-
tion to select up to five pilot projects designed to: improve the efficiency
of school district operations, devise incentives for personnel to serve in
high-demand areas, improve on-the-job training of new personnel, and
improve personnel evaluations. The legislation declares that the state
should fund the marginal costs of the projects, and terminates the authori-
zation for these projects on July 1, 1985. The budget proposes $250,000
from the Genera? Fund for this program in 1984-85.

The budget also proposes $44,000 to establish a new position to adminis-
ter the two pilot project programs.

Evaluation of Pilot Projects Needed

We recommend that the Legislature adopt supplemental report lan-
guage requiring the Department of Education to evaluate, or contract for
the evaluation of, the pilot projects for administrative personnel and
strengthening personnel and management, in order to facilitate legislative
review of the projects.

Although evaluation of the pilot projects is not required by authorizing
legislation, programs establisﬁed on a pilot project basis generally are
evaluated in order to facilitate review by the Legislature ang to assess the
desirability of replicating the projects. Evaluations of this type can be
accommodated within the baseline resources of the department’s Division
of Program Evaluation and Research. Consequently, we recommend that
the Legislature adopt the following supplemental report language requir-
ing the department to provide an evaluation of the pilot projects:

“The Department of Education shall evaluate, or contract for the

evaluation of, the pilot projects for administrative personnel and

strengthening personnel and management. The evaluation report shall
be submitted to the {)oint Legislative Budget Committee and the fiscal

committees by October 1, 1985.”

e. Other Staff Development Programs (ltem 6100-191-001(e) and (g))

We recommend approval.

Other staff development programs funded in the budget include the
School Personnel Staff Development program and the Bilingual Teacher
Training program.

The budget proposes $3.5 million for the School Personnel Staff Devel-
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opment program in 1984-85. This is an increase of 3 percent (COLA) over
estimated current-year expenditures. Under this program, the state pro-.
vides funding for grants to school districts to conguct staff development
activities.

The budget also proposes $802,000 for the Bilingual Teacher Training
program in 1984-85, reflecting a 3 percent increase for a COLA. This
program provides training for teachers seeking certification as bilingual
instructors.

Our analysis indicates that these programs are serving their intended
purpose and, accordingly, we recommend approval as budgeted.

3. Special Education (ltems 6100-006-001, 6100-161-001,

6100-161-890, and 6100-007-001)

Special education includes (1) local assistance to support the Master
Plan for Special Education, (2) state administration, (3) support for the
state special schools, and (4) assistance to the Southwest Regional Deaf-
Blind Center. In 1984-85, special education will serve approximately 363,-
000 students Wwho are learning, communicatively, physically, or severely
handicapped.

Table 19 shows the expenditure and funding for special education in the
Frior, current, and budget years. The budget proposes total expenditures

or this program of $853,389,000 in 1984-85, a decrease of $75,926,000, or 8.2
percent, from the current-year level.

During the budget year, the General Fund will support 88 percent of
all special education expenditures. Federal funds will account for 11 per-

cent of the total and reimbursements will finance the remaining 0.5 per-
cent.

Table 19
Special Education Program
Expenditures and Funding
1982-83 through 1984-85
(in thousands)

Actual  Estimated  Proposed -Change
1952-83 1983-84 1984-85 Amount Percent
1. State Operations

State administration ..o, $5,090 $5,601 $5,740 $139 25%
Clearinghouse depository ......... 319 494 514 20 40
Southwest Deaf-Blind Center...... 425 254 273 19 75
Special schools 36,154 37,138 984 2.7
SUbtotals.....c..vecmrvvirsenrerresssnnnnnenes $42,503 $43,665 $1,162 2.7%
2. Local Assistance:
General Fund ... feevirmvanees 732,844 797,290 720,202 —T7,088 -97
Federal funds ......cc.cicmnmcnnnnnirsnnns 81,912 89,522 89,522 — —_
SUBLOLLS ..oveneeevmecreeeeesersesesnanninene $814,756 $886,812 $809,724 —$77,088 -8.7%
Totals . $853,124 $929,315 $853,389 —$75,926 —~82%
General Fund........o....eveericonnscnnsc $762,952 $829,781 $753,562 —76219 —-92%
Federal Funds ....... 86,016 95,027 95,169 142 ol
Reimbursements ...... 4156 4,459 4640 151 34
Special Deposit Funed............... — 18 18 - —

The net decrease in funding for special education in the budget year of
$76 million reflects (1) elimination of the $23.5 million one-time appro-
priation for the 1982-83 deficit, (2) transfer of special education transpor-
tation funds to the home-to-school transportation item ($86.7 million), (3)
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an increase for a three percent cost-of-living adjustment ($36.9 million),
(4) a $3,893,000 reduction due to an increase in local revenues from the
supplemental property tax roll, (5) a $142,000 increase in federal aid, (6)
a $151,000 increase in reimbursements, and (7) baseline increases for state
administration. Despite the apparent reduction, the proposed level of
fun%ing—$814 million—is sufficient to fund estimated program workload
in 1984-85.

a. Master Pian for Special Education (ltem 6100-161-001)

Students in California’s K-12 public schools receive special education
and related services through tﬁe Master Plan for Special Education
(MPSE). Under the Master Plan, school districts and county offices of
education administer special education services through regional organi-
zations called Special Education Local Plan Areas (SELPAs). Each SELPA
is required to adopt a local plan which details the provision of special
education services among the member districts. The SELPA may consist
of a single district, a group of districts, or the county office of education
in combination with districts.

Special education funding is provided through Ch 797/80, as amended
by Ch 1094/81 (SB 769) and Ch 1201/82 (SB 1345). School districts and
county offices of education receive state reimbursement for costs incurred
in their special education programs based on (1) the current level of
services provided, (2) costs incurred in 1979-80 adjusted for inflation, (3)
local general fund contributions to the program, (4) federal funds, and (5)
local property taxes. Transportation costs associated with the special edu-
cation program are reimbursed based on the actual transportation costs
incurred in the prior year, while regional services are funded at a uniform
reimbursement rate per pupil served in the current year.

Students Served. Currently, special education programs serve ap-
proximately 363,000 students with learning and/or physical disabilities,
through one of four instructional settings:

¢ Designated Instruction and Services (DIS)—an instructional settin
that provides special services such as speech therapy, guidance, an
counseling to students in conjunction with their regular classes.

+ Resource Specialist Program (RSP)-—a program that utilizes school-
based personnel to help inteirate special education students into
regular education programs when appropriate.

¢ Special Day Class or Center (SDC)—a classroom or facility designed
to meet the needs of severely handicapped students who cannot be
served in regular education programs.

« Nonpublic Schools (NPS)—schools serving special education students
whose needs cannot be met in public school settings.

Table 20

Special Education Enroliment
December 1, 1982

Disability
Communica-
Placement tion Learning  Physical = Severe Total
Designated Instruction and Service (DIS) .. 88,001 7,059 15,600 1215 111,875
Resource Specialist Program (R3P).......c...... 829 134,885 842 1,004 137,650
Special Day Class (SDC) 9,744 55,709 7,137 36,692 109,282
Nonpublic Schools (NPS) 121 1,069 103 2,534 3,827

Totals 98,695 198,722 23,682 41,535 362,634
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Table 20 displays the distribution of special education students, by general
disability and instructional setting, as of December 1, 1982,

Projected Current-Year Program Deficit. The Department of Fi-
nance estimates that the special education program may incur a $7.0
million entitlement deficit in 1983-84, exclusive of the deficit in the special
transportation program. In other words, total statewide entitlements may
exceed the revenues available from all sources by $7.0 million. This esti-
mate, howewer, is based on data from the second principal apportionment
of 1982-83, rather than on current-year data. A more accurate estimate of
the current-year requirements will be available by March 1984 when data
for the 1983-84 first principal apportionment is collected and analyzed.
We will comment during Eudget hearings on current-year funding re-
quirements and their implication for the budget year when the 1983-84
first principal apportionment data becomes available.

Special Education Class Utilization Standards

The Master Plan for Special Education authorizes school districts and
county offices of education to receive state support for their special educa-
tion programs based upon the number of classes they offer. The classes,
referred to for funding purposes as instructional units, are allocated to the
special education local plan area (SELPA) and then distributed among
the member districts ang county office of education according to the local
plan. In most cases, the number of instructional units operated by a district
is proportionate to the district’s K-12 enrollment, although a district may
operate additional units on behalf of the entire SELPA.

Under the MPSE, state support for local programs is authorized up to
specified enrollment “caps.” First, state support is authorized for classes
serving only up to 10 percent of the district’s K~12 enrollment. If a district
serves more than 10 percent of its K~12 enrollment, the cost of serving the
additional students must be borne by the district from its general fund.
Second, state funding is provided for the three instructional settings—
special day classes (SDC), resource specialist programs (RSP), and desig-
nated instruction and services (DIS)—up to three “sub-caps.” In other
words, a school district will receive state aid for each instructional setting
up to certain specified levels which are also measured as a percentage of
the district’s K-12 enrollment. Within these sub-caps, each school district
is expected to maintain a specified average class size for the three settings
—10 students for SDC, 24 students for RSP, and 24 students for DIS.
Existing law, however, does not require that these average class sizes be
maintained. ;

“Senate Bill 769 (Ch 1094/81) was adopted in September 1981 to address
an anticipated funding deficit in the special education program. In an
attempt to contain the costs of the program, the act implemented growth
controls to regulate the inerease in the number of state-funded instruc-
tional units. One provision required school districts to maintain certain
class size averages if they intended to add instructional units to their
programs, and another required that sufficient students be identified as
needing special education to insure that the new units would be filled to
certain levels. These provisions were intended to (1) ensure full utiliza-
tion of the existing special education classes and (2) justify the additional
instructional units in those districts experiencing increasing special educa-

49—77958
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tion enrollments. The measure, however, did not address class utilization

for districts in which special education enrollments were either constant
or declining. '

Reallocation of Excess Units Warranted

We recommend the Legislature adopt Budget Bill language requiring
the Department of Education to reallocate all underutilized special edu-
cation Instructional units to special education local plan areas (SELPAs)
that can demonstrate a need for additional units.

As noted, existing law (Ch 1094/81) requires school districts seeking
additional state-funded instruction units to demonstrate that all of their
existing special education classes are fully utilized. Districts that do not
seek additional units, however, are not required to maintain certain class
size averages in their special education programs.

We can find no analytical justification for allowing districts to operate
sgecial education classes with student/teacher ratios significantly below
those of other districts simply because they are not seeking additional
state-funded instructional units. Left unchanged, the current funding
provisions allow a district with a declining special education population to
offer a significantly “richer” program, as measured by stugent/ teacher
ratios, than other districts maintaining the Ch 1094/81 standards. As a
result, the quality of special education services statewide varies depending
upon the relative growth or decline in special education populations
among regions. .

By requiring all districts to maintain the Ch 1094/81 class size standards
and recapturing underutilized units for reallocation to SELPAs that dem-
onstrate a need for additional units, the Legislature would promote a
uniform level of service across the state. Furthermore, the reallocation of
underutilized units would provide a more efficient allocation of special
education funds. School districts that currently operate special education
classes with significantly fewer students than the averages called for by
Ch 1094/81 could give up some of these classes without diminishing the
guality of the existing program. Although the average class size for these

istricts would increase, the increase would not be so large as to result in
overcrowded classes. The districts receiving additional units as a result of
the reallocation, on the other hand, would be able to alleviate some of
their overcrowding with the new classes.

The neeéd to reallocate underutilized instructional units is even more
pressing given the fact that the state has provided no funds for growth in
special education since 1981-82. Both the 1982 and 1983 Budget Acts lim-
ited funding in special education to the number of instructional units
funded in 1981-82. As a result, districts experiencing average ADA growth
which includes students with exceptional needs have had to accommodate
the additional students in a program the size of which has essentially been
unchanged since 1981-82. Any growth in the special education program
since 1981-82 has had to be funded entirely from local revenue sources.
A district with a special education enrollment that is growing faster than
the statewide average faces an even more pressing problem because no
waivers are provided to the no-growth provisions.

For these reasons, our analysis indicates that all districts should be re-
quired to maintain the class size averages specified in Ch 1094/81, and
underutilized instructional units should be reallocated to SELPAs that can
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demonstrate a need for additional units.

We can think of two objections to the reallocation of underutilized
instructional units that we are proposing. First, some argue that such a
policy would encourage districts to recruit students for placement into the
underutilized classes in order to prevent the state from recapturing these
units. This argument, however, ignores existing procedural safeguards to

" ensure that students are appropriately identified as needing special educa-
tion serviees. Specifically, the decision to place a student in a special
education class must be justified by an assessment of the student’s needs
and the development of an individualized education plan (IEP). If a
student’s parents believe that their child has been inappropriately placed
in a special education grogram, they may avail themselves of due process
grocedures provided by law (just as when students are inappropriately

enied special education services).

Second, some argue that a reallocation of units would result in program
reductions in some areas and loss of jobs. This argument is even less
persuasive, since state policy regarding special education is not aimed at
either creating or preserving jobs. Instead, the state’s interest rests in
providing an appropriate education to students with exceptional needs.
The proposed policy change will promote this goal by redirecting limited
state funding from areas which have a lesser need to areas which have a
greater need for special education support.

Accordingly, we recommend that the Legislature adopt the following
Budget Bill language:

“The Department of Education shall apply the class utilization stand-
ards adopted in Ch 1094/81 to all existing special education instructional
personnel service units and shall reduce the number of instructional
units claimed by each special education local plan area (SELPA) by the
appropriate amount. The instructional units recaptured by the Depart-
ment of Education shall be available for reallocation to SELPAs that can
demonstrate a need for special education growth.”

No State Funds Provided For Special Education Growth

The budget proposes that no state funds be made available for general
growth in the special education program in 1984-85. (As discussed else-
where in this Analysis, however, the budget proposes to allocate up to $2
million in unanticipated, excess federal funds for growth in special educa-
tion programs for specific types of children.) This proposal continues a
“no-growth” policy for special education which was first imposed in the
1982 Budget Act. Thus, if the budget proposal is adopted, the state-funded
service level in 1984-85 would be roughly equal to the service level offered
in 1981-82. :

Background. The Master Plan for Special Education, first adopted
as a. pilot program in 1974, was designed to provide a comprehensive
system of education and related services to handicapped students. State-
wide implementation of the plan was phased in over a seven-year period,
with all districts participating by 1981-82. Statewide implementation,
however, proved more costly than originally estimated. As a result, the
program inicurred significant entitlement deficits commencing in 1980-81.

In 1980—81, special education- entitlements exceeded the Budget Act
appropriation by $117 million. Moreover, in the summer of 1981, the defi-
cit for the 1981-82 fiscal year was projected to be over $200 million. In
response to these deficits, the Legislature appropriated $30 million in the
1981 Budget Act to fund part of the 198081 shortfall, and in September
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1981 adopted SB 769 (Ch 1094/81). This measure (1) reduced the state’s
obligation to the program by changing MPSE entitlement formulas and
(2) eased some of the program requirements on local education agencies
to allow for greater flexibility and opportunities for local cost savings. The
changes brought about by SB 769 reduced the 1981-82 special education
deficit to $59 million.

To reduce further the 1981-82 deficit which remained after SB 769, the
Legislature appropriated an additional $35 million in the 1982 Budget Act.
The Legislature specified, however, that these funds would be made avail-
aléle for allocation only if another reform measure—SB 1345—was adopt
ed. :

Senate Bill 1345 (Ch 1201/82) was enacted in June 1982 thereby releas-
ing the $35 million to cover part of the 1981-82 special education deficit.
Like SB 769, SB 1345 eliminated some of the mandates in the special
education program and amended some entitlement formulas to reduce
state costs. The formula changes yielded a reduction in state costs totaling

_$12 million, while the savings resulting from the elimination of mandates
accrued solely: to local education agencies. :

The 1982 Budget Act was important not only because it prompted pas-
sage of SB 1345, but also because it established the no-growth policy for
special education which has been carried forward in the 1983 Budget Act
and is proposed in the Governor’s Budget for 1984-85. : ‘

Implications of the No-Growth Policy. The 1982 Budget Act speci-
fied that Special Education Local Plan Areas (SELPAs) would be eligible
to receive state funding only for those special education classes which
were funded in 1981-82. This provision, like the changes adopted in SB 769
and SB 1345, was designed to contain the growing state costs of the special
education program. Similar Budget Act language was adopted for 1983-84
and is proposed for 1984-85. If the 1984-85 Budget for special education
is adopted as introduced, the special education program statewide will be
essentially unchanged since 1981-82.

The provision of the 1982 and 1983 Budget Acts limiting state-funded
instructional units to the number funded in 1981-82 is applied at the
SELPA level. It is therefore possible to reallocate units among the mem-
ber districts of the: SELPA to accommodate enrollment shifts—but not
increases—within the region. '

There are two ways to view the effects of the no-growth policy on the
special education program. The first is to consider its effects on. the serv-
ices provided to handicapped students and the second is to consider its
effects on state and local costs. :

Effect on Services. Viewed from a programmatic perspective, the
no-growth policy freezes the service level provided to handicapped stu-
dents at the 1981-82 level. If the number of students requiring services had
not changed since 1981-82, such a policy would have no real significance.
Because the state’s total K~12 enrollment in 1984-85 is estimated to be 2.7
percent greater than it was in 1981-82, however, it is likely that the num-
ber of handicapped students requiring service will have increased by a
similar percentage. '

Population projections made by the Department of Finance indicate
that in 1984-85 there will be approximately 112,000 more students in at-
tendance in the state’s K-12 public schools than there were in 1981-82.
Assuming that 10 percent of these students would be identified as requir-
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ing some form of special education service (this is the service proportion
authorized for state funding), the no-growth policy will result in special
education programs serving 11, 200 fewer students in 1984-85 than would
have been served in the absence of the policy.

Recent special education pupil counts indicate that even under the
freeze on state-funded special education classes imposed by the 1982
Budget Act, local education agencies have increased the number of stu-
dents- they have served. Between December 1, 1981 and December 1,
1982, the special education pupil count increased by 4,955—to a total of
362,634. Thus, the freeze on state-funded instructional units has not result-
ed in an absolute freeze on the number of students served.

The impact of the freeze, however, is more significant if viewed from
the perspective of a SELPA or school district. While statewide ADA
growth between 1981-82 and 198485 is projected at 2.7 percent, the
growth experienced by an individual district may be significantly higher
or lower. For districts experiencing enrollment decreases in both their
regular anel special education programs, the no-growth policy poses no
particular problem. In fact, the quality of the special education program
will likely Zznprove because of a decrease in the student/teacher ratio. On
the other hand, districts with increasing special education enrollments will
find it more difficult to serve these students within the existing program.
Table 21 illustrates the degree to which changes in ADA vary from district
to district, by displaying the change for ten selected districts and compar-
ing these changes to the statewide change.

Table 21
Change in Average Daily
Attendance B
For 10 Selected Districts
1981-82 to 1984-85

Average Daily
Attendance Change
District 1981-82 198485 Amount  Percent
Elsinore Union High School ..........cccvvccemmmermmmmnicner 2,298 3,054 - 756 32.9%
Grass Valley Elementary 1,675 2,080 405 242
Bakersfield City Elementary. .......cmsmsssens 4436 4952 516 11.6
Irvine Unified.... 15,428 17,098 1,670 108
Chico Unified .... 8,125 8,583 458 5.6
Statewide .- 4,200,912 4,313,134 112,222 2.7
Walnut Creek Elementary .........mmcomcermmmisicon 2,387 2,243 —144 —6.0
Brawley Union High School.......ocincicmnnne. 1,524 1411 113 ~-74
San Leandro Unified 6,256 5,639 —617 -99
San Rafael City #High School ....ccomncccsirnenns 2,705 . 2,327 -378- ~140
Belmont Elementary 2,138 1,705 —433 -20.3

The data in Table 21 indicate that the effect of the no-growth %olic on
an individual district may be significant and may vary considerably from
what would be expected in the state as a whole.

'Effect onn Costs. The no-growth policy also has a fiscal effect which
becomes more significant as local education agencies come under greater
pressure to expand their programs. While the no-growth policy limits the
state’s liability to fund the special education program, school districts and
county offices of education are still required, under provisions of federal
law, to prov-ide a “free and appropriate public education” to all students
in their jurisdiction. Consequently, students identified as requiring special
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education services must be placed in the special education program. If the
existing program cannot accommodate the additional students, the local
provider is forced to add special education classes even though no addi-
tional state support is forthcoming for these classes. The new classes must
then be fundecF from the district’s general fund. This redirection of loeal
general fund revenue to special education, commonly called “encroach-
ment,” leaves the district with less money to support its regular education
program. For districts which experience a large increase in their special
education populations over the 1981-82 level, expansion of the special
education program may be unavoidable and the redirection of local funds
may be significant. ‘ '

Our analysis indicates that state-funded enrollment growth in the spe-
cial education program is warranted; however, we have no analytical basis
for recommending a particular level of growth. We believe that this is-a
matter of policy which should be left to the Legislature to decide. If funds
are provided for special education growth in 1984-85, however, we would
recommend that, for the reasons cited above, the funds be targeted to
LEAs that show the greatest need. Need should be evaluated on a case-by-
case basis, in terms of both regular K-12 enrollment growth and special
education enrollment growth and with respect to the special circum-
stances prevailing in the LEA. ' ‘

We estimate that $1.0 million in additional state support would fund
enough classes to serve an additional 400 to 450 students in special educa-
tion. This estimate is based on the assumption that (1) these students are
placed in special education classes—SDC, DIS, and RSP—in the same
proportion as the existing special education population, and (2) the cost
of each additional class is equal to the existing statewide average cost per
class for each instructional setting. To the extent that a disproportionate
share of enrollment growth were to occur in the more expensive SDCs or
in the LEAs having costs higher than the statewide average, fewer stu-
dents would be served with additional funds.

~ Special Education Transportation

Under the special education transportation program, which is author-
ized through 1983-84, students with exceptioneﬁ needs are transported to
school from either a “pickup station” or directly from home (“door to
door”), depending upon the severity of the student’s handicap, his or her
age, and the distance from home to the school. Students who are not
severely handicapped are expected to be served through the regular
Home-to-School Transportation program available to the nonhand-
icapped. In addition to transportation to and from school, a student with
exceptional needs may receive special transportation services to programs
that provide related services not offered at the school site. These related
services, however, must be specified in the student’s individualized educa-
tion program (IEP).

Sclgool districts and county offices of education are authorized to receive
state support for their special transportation programs, based on the allow-
able costs they incurred in the prior year. Allowable costs generally in-
clude (1) direct costs, such as the salary and benefit costs of bus drivers,
-mechanics, and aides, and (2) support costs, such as the salary and benefit
costs of the clerical and maintenance staff and other operating expenses.
School districts are entitled to 80 percent reimbursement of their prior-
year transportation costs, while counties are entitled to 100 percent reim-
bursement. '
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Funding Deficits. The special transportation program, like the spe-
cial education program, has incurred significant entitlement deficits since
the MPSE was implemented statewide in 1980-81. In 1980-81, local trans-
portation entitlements exceeded the amount available by $10.8 million. In
1981-82, the transportation deficit increased to $28.0 million and was $27.1
million for 1982-83. For 1980-81 and 1981-82, however, the following year’s
Budget Act appropriated funds to reduce the prior-year deficit. As a result,
the transportation deficit in 1980-81 ended up being $8.4 million, and for
1981-82 the - deficit finally amounted to $12.0 million.

The 1983 Budget Bill that the Legislature sent to the Governor con-
tained $27.0 million to fund the 1982-83 deficiency in special transporta-
tion. Before signing the Budget Bill, the Governor vetoed these funds;
consequently, the 1982-83 transportation deficit stands at $27.1 million.

Eable 22—28 ;Iisplays the special transportation funding for 1980-81, 1981-82
and 198 .

Table 22

Special Education Transportation Funding
1980-81 through 1982-83
(in millions)

1980-81 1981-82 1982-83

Transportation entitlement $709 $92.3 $107.4
Less: Budget A.ct appropriation —60.1 —64.3 -80.3
Deficit . $10.8 . $28.0 $27.1
Less: deficiency appropriation —24 —160 —00
Net deficit $84° $12.0 $27.1

2 Estimate based on special transportation’s share of total entitlement.

Deficits in both the special education program and the special transpor-
tation program prompted the Legislature to adopt two measures which
(1) reduced local education agencies’ entitlements to state support and
(2) reduced or limited the services provided to handicapped students.
Senate Bill 769 (Ch 1094/81) prohibited districts from transferring their
special transportation programs to the county office of education if the
transfer would result in an increase in state costs, and SB 1345 (Ch 1201/
82) limited ‘‘approved transportation costs” to only those costs incurred
in serving students with exceptional needs, who cannot be appropriately
served in the regular Home-to-School Transportation program.

Recent Changes. Senate Bill 813 also made significant changes to
the special transportation program. Beginning in 1984-85, SB 813 elimi-
nates special transportation as a separate program and specifies instead
that students with exceptional needs shall receive services through the
regular Home-to-School Transportation program. The act also requires
districts and county offices of egucation to-establish a transportation fund
and to deposit into the fund “all transportation allowances received in any
fiscal year”” and any other funds deemed appropriate. The amounts depos-
ited in the transportation fund must be expended on approved transporta-
tion costs only. '

We believe the changes made by SB 813 raise two issues warranting
legislative consideration. These issues concern (1) limitations on transpor-
tation use and (2) the deficit carried forward from prior years.
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By folding the special transportation program into the regular home-to-
school program, SB 813 effectively prohibits local education agencies from
receiving state reimbursement for transportation costs associated with
travel to and from sites providing related services required by a student’s
IEP. This is because the provisions governing the Home-to-School Trans-
portation program allow reimbursement only for costs incurred for travel
from home to school and back. In our analysis of Home-to-School Trans-

ortation (Item 6100-111-001), we recommend that Budget Bill language
ge adopted to allow school districts and county offices of education to
continue to receive state reimbursement for costs associated with trans-
porting handicapped students to and from sites providing related services
required by an IEP.

The second issue involves the basis on which districts’ reimbursements
for transportation costs should be determined in 1984-85 and future years.
Senate Bill 813 provides that the transportation allowances received by a
local education agency in 1983-84 shall establish the maximum level of
reimbursement which its transportation fund will receive in subsequent
years. As discussed earlier, special transportation incurred a $27.1 million
entitlement deficit in 1982-83. Because the combined appropriations for
special transportation in the 1983 Budget Act and SB 813 provided no
funding to eliminate this deficit, we anticipate a similar deficit for 1983-84.
Consequently, if no additional funds are provided for current-year trans-
portation allowances, state support for transportation programs in 1984-85
and beyond will be deficient by approximately $27 million, as measured
under the current entitlement system. :

Clearinghouse Depository for Handicapped Students

In 1963, the Legislature established the Clearinghouse Depository for
Handicapped Stufents (CDHS). The CDHS serves handicapped students
in the state’s K-12 public school system, nonpublic schools, and the col-
leges and universities. The CDHS acts as a central clearinghouse by dis-
seminating information to providers of special education services on
sources of braille and large print books, recorded materials, and special-
ized equipment. The unit also houses and distributes various instructional
materials to be used by handicapped students. In addition, the CDHS
maintains a tape library which provides recorded instructional materials
to students who cannot read conventionally printed materials.

The CDHS receives federal funds for the purchase of materials and
equipment for the visually handicapped through the Federal Quota Pro-

ram of the American Printing House for the Blind. The state’s share of
unds under the Federal Quota Program is based on annual counts of
visually handicapped students, conducted by the CDHS.

Prior to 1982, no state funds had been appropriated to CDHS for the
direct purchase of materials and equipment. Instead, state funding was
provided for the operation of the clearinghouse only. The 1982 Budget
Act, however, provided $850,000 to the CDHS for the direct purchase of
equipment ang materials for the visually handicapped.

In allocating these funds, CDHS staff evaluated district requests using
the following criteria: (1) the immediacy of the need, (2) the ability of
districts to provide the equipment, (3) the equipment’s applicability in
other areas of learning, (4) the acquisition cost, (5) the maintenance cost,
and (6) the availability of this equipment from other sources. Based on
their evaluation of district requests, CDHS used the 1982 appropriation to
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Eurchase specialized equipment to aid in communication (including
raille equipment, closed-circuit television systems, special typewriters,
and enlarging copy machines), specialized equipment to aid in mobility
and orientation (including canes and braille compasses) , and other equip-
ment (including microcomputers, tape recorders, and “talking” c(lloclgs
and calculators).

Under current law, equipment and materials serving handicapped stu-
dents which are purchasedp by districts with state or federal fungs are the
property of the state. It is the responsibility of the CDHS to keep track of
these itexms and reassign them as the needs among the districts change.

The 1983 Budget Act provided no funds for additional equipment pur-
chas;gsgsthe CDHS, and the budget proposes no funds for tEis purpose
inl .

b. Federal Public Law 94-142 (item 6100-161-890)

The Education for All Handicapped Children Act (PL 94-142), enacted
in 1975, established the right of all pupils to a “free and appropriate public
education”, and required that all handicapped individuals aged 3 to 21
years be served by September 1980. Since the enactment of PL 94-142,
Congress has appropriated federal funds to states and local education
agencies to assist in their implementation of special education programs.

The budget estimates that California’s PL 94-142 award for 1984-85 will
be $90.2 million, or $419,000 more than the amount received in 1983-84.
Of this amount, the budget proposes to allocate $75.0 million for local
assistance, $10.4 million for state giscretionary programs, and $4.7 million
for state administration.

Under the provisions of Ch 797/80 (SB 1870), all federal P1. 94-142 funds
disbursed as local assistance are used as an offset against state special
educationn costs. Federal funds received by districts through the state
discretioniary programs, however, do not offset state costs. Consequently,
any reduction in the $75.0 million budgeted for local assistance would
result in a deficit in special education funding for 1984-85, even if the
reduction were made to increase discretionary programs.

The budget also anticipates federal grants of Sl) $2.4 million for the
Pre-School Incentive Grant program, (2) $1.5 million for the Southwest
Regional Deaf-Blind Center, and (3) $206,000 for Handicapped Personnel
Preparation Grants.

Increased Funding for State Discretionary Programs. The budget
proposes that $10.4 million be made available for direct or indirect ex-
penditure by the State Department of Education for state discretionary
programs. This is an increase of $4.4 million over the amount displayed in
the budget for 1983-84. The change, however, overstates the actual in-
crease in funding available for state discretionary programs between 1983
-84 and 1984-85. This is because AB 70 (Ch 1302/83), the trailer bill to SB
813, provided up to $4 million in unexpended carry-over balances from the
1982 PL 94-142 award for expenditure on state discretionary programs in
1983-84. T'he additional $4.0 million is contingent upon the actual amount
of 1982-83 carry-over funds available, and is not reflected in the Gover-
nor’s 198485 Budget because the amount was not known at the time the
budget was prepared. Thus, assuming the full $4 million is made available
from AB 70, the budget would result in an increase of only $400,000 in the
level of support for state discretionary programs over the 1983-84 level.

State discretionary programs provide either (1) direct services to hand-
icapped students through state- and locally- administered programs or (2)
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support services to special education staff and administrators.

e Direct Services. These include infant programs for children aged
0 to 3 years; vocational education model sites; assessment centers at the
state special schools and the California Youth Authority; and model sites
to serve students from different linguistic and cultural backgrounds.

¢ Support Services. State discretionary programs which provide
support services to educators and administrators include state personnel
development programs; the Special Education Resource Network; local
inservice training programs; and programs—such as investigations, media-
tion, and due process hearings—to ensure compliance with federal and
state laws.

Contingency Plan for Unanticipated PL 94-142 Funds. The budget
estimates that the state will receive a total of $90,177,000 under the federal
PL 94-142 program in 1984-85. The exact amount of California’s award,
however, will not be known until July 1984. Should the amount of funds
received exceed the amount anticipated, the budget proposes that 25
percent of the excess funds be allocated for (1) additional special educa-
tion classes (instructional units) to serve students from licensed children’s
institutions (LCIs), and (2) infant programs serving children aged 0-3
years. The budget further proposes tﬂat no more than $1 million be made
available for each purpose and that funding priority be given to the expan-
sion of local programs serving LCI students before any additional funds
are provided for infant programs. The balance of any excess funds would,
under the budget propossﬁ, be allocated as additional local assistance
funds, resulting in an equivalent reduction in General Fund requirements.

Programs for Students from Licensed Children’s Institutions

We recommend that the Legislature adopt Budget Bill language direct-
ing the Department of Education to require school districts and county
offices of education to meet the class utilization standards adopted in SB
769 (Ch 1094/81) before authorizing additional state-funded instructional
units to serve students from licensed children’s institutions.

Licensed children’s institutions (LCIs) provide residential services to
children who require care outside of the home of their parents or guard-
ians. Children are placed in LClIs for a variety of reasons including paren-
tal neglect or abuse, delinquency, mental retardation, and. emotional
disturbances. Most LCIs provide residential care only, although some op-
erate a nonpublic school in conjunction with the residential program.
Children residing in L.CIs which offer only residential care receive educa-
tional services from either the local school district or a nonpublic school.
Most children from LCIs who require special education services are
served in the local district’s program.

In a report titled Special Education Programs for Children Living in
Foster Family Homes and Licensed Children’s Institutions, issued in De-
cember 1983, we concluded that the current funding structure for special
education programs serving LCI children appears to accomplish its in-
tended purpose of reducing disparities in the gnancial burdens borne by
individual districts that would otherwise result from the uneven distribu-
tion of these children among districts. We also found, however, that the
Department of Education does not require districts and county offices of
education to utilize fully their existing special education classes before
authorizing additional state-funded instructional units to serve students
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from LClIs, despite the fact that this requirement is placed on regular
special education programs.

Under current law (Ch 1094/81), local education agencies must main-
tain certain class size averages in their existing special education programs
in order to qualify for additional state-fundeg7 instructional units. The law
further provides that a sufficient number of students must be identified
as needing special education services to ensure that any new classes will
also be “fi eg” to specified average sizes. We can identify no programmat-
ic or fiscal reason to support the department’s practice of exempting local
education agencies from meeting the Ch 1094/81 enrollment require-
ments when authorizing growth in programs serving LCI students. Ac-
cordingly, we recommend that the Department of Education, when
authorizing additional state-funded instructional units to serve students
from LClIs, require LEAs to meet the same class utilization standards that
they are required to meet in order to qualify for growth in the special
education program generally. , '

As noted above, the budget proposes that, should the amount of federal
PL. 94-142 funds received by the state in 1984-83 exceed the amount
authorized, up to $1 million of the excess be made available to the Depart-
ment of Education for allocation to LEAs experiencing growth in the
number of LCI students served. We recognize the need to provide addi-
tional funds to LEAs experiencing significant growth in their LCI popula-
tion. In order to énsure that these additional funds are allocated in a
cost-effective manner, however, we recommend that the Legislature
adopt the following Budget Bill language in Item 6100-161-890:

“In allocating funds received pursuant to subdivision (a) of provision 2
in Item 6100-161-890, the Department of Education shall require school
districts and county offices of education to meet the class utilization
standards of Ch 1094/81 when authorizing additional state-funded in-
struction al units to serve students from licensed children’s institutions.”

Infant Programs

We recormmend tbat no funds be provided for the expansion of special
education rnfant programs because the Department of Education has pro-
vided no data to show that an expansion is warranted,

The state currently serves aplproximately 2,200 handicapped infants in
67 programs operated by school districts and county offices of education,
at a cost of $2.1 million. These children receive special education and
related services through both home-based and center-based programs.

Infant programs operated by districts or county offices of education are
not available statewide. Under current law, local education agencies that
operated a program in 1980-81 are required to continue to operate the
program each year thereafter, unless the program is transferred to an-
other entity’. Local education agencies that did not offer an infant program
in 1980-81 are not required to establish one or to ensure that services are
available to area residents. An LEA may, however, establish a program at
its own diseretion. Parents of handicapped infants living in areas without
infant programs usually are referred to another LEA or to a regional
center operated by the Department of Developmental Services.

School districts and county offices of education receive both state and
federal funds to support their infant programs. State funds are provided
through the Master Plan for Special Education, while federal funds are
provided through the state discretionary programs component of the PL
94-142 grant. Approximately $2.1 million is %udgeted or allocation for
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infant programs in 1984-85. As noted above, the budget proposes that an
additional amount of up to $1 million be made available to infant programs
from any federal PL 94-142 funds received in excess of the amount an-
ticipated.

We recommend that the budget proposal be rejected, for the following
three reasons.

_ First, the Department of Education has not indicated that there is an
additional need for these funds. The Governor’s proposal would yield a 48
percent increase in federal support for infant programs, assuming an addi-
tional $1 million is provided. The department, however, has not presented
data that suggests that an increase of this magnitude is warranted.

Second, the department has not provided a plan specifying how the
additional funds will be allocated. Without a plan from the department,
the Legislature has no way of knowing whether priority will be placed on
enhancing existing programs or esta%)lishin new programs. Moreover,
without a plan the department will be unable to identify in a consistent
manner districts and county offices of education that have the greatest
need for these funds, or, in fact, what constitutes need in the program.

Finally, the budget proposal, in effect, redirects $1 million from the
General Fund (since this is the savings that the General Fund would
realize in the event excess federal funds were distributed as local assist-
ance) thereby reducing the amount which could be used by the Legisla-
ture to fund other, higher priority programs.

Accordingly, we recommend that no additional funds be made available
for special education infant proirams in 1984-85. To implement this rec-
ommendation, the Legislature should delete subdivision (b) of provision
2 in Item 6100-161-890.

c. State Special Schools (ltem 6100-006-001)
We recommend approval,

The state operates six special schools for handicapped children: These
schools offer Eoth residential and nonresidential programs for students
who are deaf, blind, neurologically handicapped, and multihandicapped.
Only those students who cannot receive an appropriate education in their
district of residence are eligible for admission to a special school. In 1984—
85, these schools will serve approximately 1,030 students who are deaf and
125 students who are blind. In addition, approximately 420 students with
neurological handicaps will receive diagnostic assessment services.
Table 23 displays the enrollment and cost per student for the six special
schools for the prior, current, and budget years. . '

As shown in Table 19, the budget proposes an appropriation of $37,138,-
000 for the state special schools in 1984-85. This is an increase of $984,000,
or 2.7 percent, over the current-year level. The significant changes reflect-
ed in this increase are: (1) an $818,000 increase for required employee
compensation benefits, (2) a $290,000 increase to offset the effects of
inflation on the amount budgeted for operating expenses and equipmerit,
(3) a $227,000 increase for merit salary adjustments, (4) a $154,000 increase
in federal support, and (5) a $505,000 reduction for one-time unemploy-
ment insurance payments imposed by Chapter 60, Statutes of 1983 and
funded by SB-813. Our review indicates that these changes are justified
and we therefore recommend approval of the amount budgeted.
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Table 23

Enroliment and Cost Per Student in Special Schools
1982-83 through 1984-85

Students Served Cost Per Student
Actual Fstimated Proposed  Actual ~ Estimated Proposed
1982-83 195384 1984-85 1982-83  1983-84 - 198485

School for the Blind, Fremont
311117 OO 7 3 2 $24,000 $25,333 $26,500

Multihandieapped Blind 101 112 123 31,436 30,848 29,537
School for the Deaf, Fremont

Deaf 511 490 480 15,935 18,424 19471

Multihandieapped Deaf ............ 56 60 60 22911 26,417 27917
School for the Deaf, Riverside

Deaf . 449 402 380 17,040 19,918 21,626

Multihandieapped Deaf .............. 104 108 110 20,702 24,343 26,427
Didgnostic School, San Francisco

Short-term assessment ...c...iv... 72 140 140 3,778 2,343 2,407

Long-term assessment.........ccrrer 37 45 4 26,270 27,289 28,818
Diagnostic School, Fresno

Short-term . assessment ... 131 140 140 2,863 2,957 3,093

Long-term assessment.................. 55 53 52 21,382 24,604 26,365
Diagnostic School, Los Angeles

Short-term assessment .. 141 140 140 2,603 2,793 2,929

Long-term assessment:.....ccouee 46 49 48 24,391 26,633 28,542

Unemployment Insurance Benefits for Nonprofessional Employees

Chapter 60, Statutes of 1983 (SB 400), required, among other things, that
unemployment insurance benefits be paid to the nonprofessional em-
ployees of the state special schools during the summer months between
the acadermic years. Such benefits are not paid to employees of K-12 school
districts or to employees of the public institutions of ﬁigﬁer education. The
measure was signed into law without an appropriation, even though it
imlf)osed additional costs on the state special schools for 1983-84. Senate
Bill 813 appropriated $505,000 in 1983-84 to fund the additional costs of
unemploytnent insurance benefits imposed on the state special schools by
Ch 60/83. Actual costs are estimated to be only $250,000 in 1983-84.

The bud get provides no funds in 1984-85 to provide for the unemploy-
ment insurance benefit payments required by the provisions of Ch 60/83.
Instead, the administration proposes in the trailer bill that these provisions
be repealed. We believe this proposal is reasonable, given the state’s policy
toward othier K-12 and higher education employees.

Cost Review of the Diagnostic Schools

The state operates three diagnostic schools for the neurologically hand-
icapped. These schools are located in San Francisco, Fresno, and Los
Angeles, serving the northern, central, and southern regions of the state,
respectively. The diagnostic schools are responsible for providing assess-
ment serviees to school districts and county offices of education for stu-
dents who e€annot be properly assessed at the local level. In general, these
students ha ve multiple handicaps and some form of neurological disorder.
Local efforts to assess the student properly must be exhausted before a
referral to a diagnostic school can be made. :

In last year’s Analysis, we recommended that the Legislature adopt
supplemen tal report language directing the Department of Education to
submit a report on the feasibility of contracting for assessment services for
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students with neurological disorders. Our review indicated that the de-
partment had not evaluated whether other diagnostic institutions, such as
private hospitals or medical centers, could provide assessment services
comparable to those provided at the special schools, at less cost. The
Legislature adopted the proposed supplemental report language, and the
department was to have submitted its report to the fiscal committees by
December 1, 1983.- At the time this Analysis was prepared, however, the
department’s report had not been submitted.

If the report is submitted prior to budget hearings, we will prepare
comments and recommendations for the Legislature as appropriate.

d. Special Schools Transportation (ltem 6100-007-001)

We recommend approval.

Each of the six state special schools is authorized to receive up to $389
in state funding annually for each pupil enrolled in the school’s residential
program, for the purpose of providing transportation services. Transporta-
tion to and from the student’s home is available for weekends and holidays
and is provided either directly by the school or indirectly through a con-
tract with private carriers.

The budget proposes that $503,000 be made available to the state special
schools for the purpose of providing transportation services to residential
students at the schools in 1984-85. This amount represents a continuation
of the level of funding authorized for this purpose in the current year. Our
review indicates that the budget request is reasonable and, accordingly,
we recommend approval.

Table 24
Funding. for Vocational Education Programs
1982-83 through 1984-85
(dollars in thousands)
Actual  Estimated Proposed Change
1982-83  1983-84 198485 Amount Percent
State Operations

General Fund $3,203 $3,044 $2,677 —$367 -121%
Federal funds® - 4317 4,893 5,018 125 1.6
Reimbursements/Special deposit fund ®.. 1,169 2,374 2,286 -88 . 37
Subtotals $8,769  $10311 $9,981 —$330 -32%
Local Assistance
School-Based programs:
General Fund — . $3,088 $500. —$2,588 —83.8%
Federal funds® $49,808 63,274 57,152  —6,122 97
Reimbursements® ........co-vemmunmssrns 10686 14175 13325 —850  —60
Subtotals $60,494 $80,537 $70977 —$9,560 —11.9%
Regional Occupational Programs: . )
General Fund $152,929 $163,174  $168,123 $4,949 3.0%
Totals $222.192  $254,022 $249,081 —$4,941 —-1.9%
Positions 103.6 110.2 1103 0.1 0.1%

2 Includes amounts transferred to the Chancellor’s Office of the California Community Colleges for
postsecondary vocational education programs.

b Includes reimbursements from the Employment Development Department for federal Job Training
Partnership Act programs.
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4. Vocational Education Programs

Table 24 summarizes funding in the prior, current, and budget years for
school-based vocational education programs and Regional Occupational
Centers and Programs.

Table 24 shows that the budget proposes a total expenditure of $249
million for state operations and local assistance in vocational education
programs during 1984-85. Funding for these gro rams will be discussed in
greater detail in the following analyses of school-based vocational educa-
tion programs and Regional Occupational Centers and Programs.

a. School-Based Vocational Education (ltems 6100-166-890, 6100-166-001,
and 6100-118-001)

We recommend approval,

The voeational education office in the Department of Education assists
local education agencies in providing vocational training and guidance to
approximately 1.2 million secondary students. School-based vocational ed-
ucatlion programs are provided through the regular secondary school cur-
riculum.

Table 24 shows the level of funding for school-based vocational educa-
tion programs in the prior, current, and budget years. Local assistance
funding is derived almost entirely from federa%funds. General Fund sup-
port is budgeted to assist vocational education student organizations, and
to provide the required match for federal funds received for administra-
tion of the Vocational Education Act (VEA) of 1976.

The budget proposes $2.7 million for state operations in vocational edu-
cation, a decrease of $367,000, or 12.1 percent, from estimated expendi-
tures in the current year. This decrease is misleading because current-year
expenditures include $500,000 for state support of the vocational education
student organizations, which appears in tI})’Ae budget for 1984-85 as local
assistance.

The budget also proposes $57.2 million from the Federal Trust Fund for
local assistance in 1984-85. This is a decrease of 9.7 percent from estimated
expenditures in the current year. This reduction reflects funds which were
unexpended in 1982-83 and carried over to the current year, and thus are
not a part of the baseline funding level for this program.

State Support for Vocational Education Student Organizations (Item
6100-118-001). There are five vocational education student organiza-
tions in California. Chapter 282, Statutes of 1979 (AB 8), appropriated
$500,000 annually to the State Department of Education for support of
these student organizations. Because this appropriation terminates, effec-
tive June 30, 1984, the budget proposes that the $500,000 for support of the
student organizations be appropriated in the Budget Act.

The department uses these funds for numerous activities, including
statewide conferences for officers of the student organizations, in-service
training for teachers who act as local chapter advisors, preservice training
for students who intend to become vocational education teachers, and the
development of instructional materials and handbooks. Because the
budget proposes to continue the legislatively-authorized level of funding
for this program, we recommend approval of the amount requested.

Federal Job Training Partnership Act (Item 6100-166-001). The SDE
budget includes 13.3 million in reimbursements from the Employment
Development Department (EDD) in 1984-85. These reimbursements are
from the federal Job Training Partnership Act, which replaces the federal
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CETA program. (For more information on the new federal act, please see
our analysis of the budget proposed for EDD.)

b. Regional Occupational Centers and Programs (ltem 6100-101-001)
We recommend approval,

Regional Occupational Centers and Programs (ROC/Ps) provide voca-
tional training to high school pupils and adults. There are 67 ROC/Ps in
the state. Of these, 41 are operated by county superintendents of schools
and 26 are operated by districts (mostly through joint powers agree-
ments). In 1982-83, they enrolled 91,456 pupils in average daily attend-
ance (ADA), consisting of 61,891 high school ADA and 29,565 adult ADA.

Courses cover a wide range of job-related training. Training is con-
ducted in facilities on high school sites, centers, or business sites. High
school pupils are provided transportation between their school and t%e
ROC/P facility.

The budget proposes an appropriation of $168 million for ROC/Ps in
1984-85, an increase of $4.9 milﬁon, or 3.0 percent, over estimated current-
year expenditures. This increase is due to the proposed COLA. The cur-
rent-year estimate assumes enactment of the $863,000 deficiency appro-
priation proposed for ROC/Ps. :

No Funding for Enrollment Growth. The budget proposal provides
no funding for enrollment growth in ROC/Ps during 1984-85. We have no
analytical basis for recommending any specific level of growth in these
programs. Ultimately, the amount of growth funded by the state should
reflect legislative priorities. '

We estimate that each 1 percent increase in enrollment would cause an
expenditure increase ofrapproximately $1.5 million.

Governor’s Veto of 9th and 10th Grade Funding. The Legislature
appropriated $170.7 million for ROC/Ps in the Budget Act of 1983, includ-
ing $15.2 million for a 10 percent increase in enrollment growth. The
Governor vetoed $12.6 million to eliminate funding for 9th and 10th grade
pupils, on the basis that the job-specific training provided by ROC/Ps is
most beneficial to 11th and 12th grade students who are ready to enter the
job market. ‘

Because there is no statutory authority which prohibits ROC/Ps from
claiming ADA for the attendance of 9th and 10th grade pupils in ROC/Ps,
the .Superintendent of Public Instruction determined that such ADA
would be eligible for state funding. Rather than allow an unfunded defi-
ciency in the program to arise as a result of the veto, however, the Superin-
tendent exercised his administrative authority to lower the funded
enrollment growth percentage, reducing it from 10 percent to a new level
of 1.1 percent. The effect of the veto, then, was to reduce enrollment
growth rather than eliminate the enrollment of 9th and 10th grade pupils.

The budget proposes budget control language to prohibit state funding
in 1984-85 for the enrollment of 9th and 10th grade pupils.

Report on 9th and 10th Grade Enrollment in ROC/Ps. In response
to language in the Supplemental Report to the Budget Act of 1983, the
State Department of Ecﬁcation submitted a report on the impact of elimi-
nating funding for 9th and 10th grade pupils in ROC/Ps. The department
found that, in 1982-83, 9th and 10th grade enrollment was 7.8 percent of
total enrollment, and estimated that the state apportioned $7.1 million for

these pupils. This estimate, however, is based on the assumption that 9th-
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and 10th grade pupils were enrolled for fewer hours per day, on the
average, than llti and 12th grade pupils. We know of no data to support
this assumption. « :

The department’s report concluded that:

o Because SB 813 requires ROC/Ps to give priority to pupils 16 to 18
years of age, ROC/Ps are developing policies to eliminate most 9th
and 10th grade students from ROC/P classes; and

s Most vocational courses suitable for 9th and 10th grade students focus
on the beginning of the occupational training sequence. Such courses
generally are more appropriate for the school-based vocational educa-
tion program than the regional occupational program. In the case of
small high schools, however, it may be more cost-effective for an
ROC/P to offer beginning courses.

Implementation of Regulations for Approving Vocational Training
Courses. The Supplemental Report to the 1983 Budget Act directed
the State Board of Education to adopt regulations, by December 1, 1983,
which establish new criteria for the approval of vocational training courses
in ROC/Ps and Adult Education programs. These regulations have not
been adopted, but the department indicates that it is in the process of
develloping new criteria and will present them to the board in March or
April.

The department requested 8.6 positions to implement new course ap-
proval procedures. This request is not funded in the budget. The need for
additional positions for this purpose will depend on the regulations adopt-
ed by the board, the procedures required to enforce the new criteria, and
whlitt priority this effort receives among the department’s administrative
tasks.

5. Compensatory Education Programs

This section analyzes state- and federally-funded programs which pro-
vide compensatory education services. These programs assist students
who are educationally disadvantaged due to proverty, language barriers,
or cultural differences, or who experience learning difficulties in specific
subject areas. Compensatory education programs include Economic Im-
pact Aid, federal ECIA Chapter 1, the Transition Program for Refugee
Children, Indian education, and the Miller-Unruh Reading Program. Ta-
ble 25 displays local assistance expenditures from the General Fund for
these programs in the prior, current, and budget years.

Table 25

Funding for Compensatory Education Programs
Local Assistance
1982-83 through 1984-85
(in thousands)
Actual  Estimated Proposed Change
1982-83 1983-84 198485  Amount Percent
General Fund:

Economic Impaet Aid 8171472 $182,041 $187,502 $5,461 3.0%
Miller-Unruh Reading Program.......c..oouuonnncs 16,182 17,153 17,668 515 3.0
Indian education 1,068 1,132 1,166 d 30
Subtotals, General Fund .........ccomrrereerrrns $188,722  $200,326 $206,336  $6,010 3.0%
Federal funds:
ECIA Chapter 1 .. $258,015 $360,855 $360,855 — —
" Transition Program for Refugee Children ..... 7514 5,565 5,565 — —
Subtotals, Federal funds.........ccoouerrrrvcccreerans $265,529  $366,420 $366,420 — —

Totals............ . $454251  $566,746 $572,756  $6,010 1.1%
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a. Economic Impact Aid (ltem 6100-121-001)
We recommend approval.

The state Economic Impact Aid (EIA) program provides funds for (1)
the state compensatory education program (EIA-SCE) and (2) bilingual
education programs for limited English-proficient pupils (EIA-LEP). The
intent of EIA is to provide funds for supplemental educational services,
particularly in basic skills, to children wEo (1) have difficulty in reading,
language development, and mathematics and (2) attend schools whic
(a) are located in high poverty areas or (b) have an excessive number of
children with poor academic skills. _

Table 25 displays local assistance funding for EIA, which is proposed at
$187,502 in 1984-85. This amount includes funds for a 3 percent COLA.
Our review indicates that this program is serving its intended purpose
and, accordingly, we recommend approval as budgeted.

b. Education Consolidation and Improvement Act—Chapter 1
(ltems 6100-136-890 and 6100-141-890)

We recommend approval, .

The federally-funded Education Consolidation and Improvement Act
(ECIA), Chapter 1, also provides support for compensatory education
services to educationally (Ii)isadvantageg students. Both ECIA Chapter 1
and Economic Impact Aid (EIA) fund a variety of supplemental educa-
tional services for children having difficulty mastering basic skills or who
attend targeted schools. In addition, a portion of ECIA Chapter 1 funds is
desil%nated specifically for educational services to children of migrant
workers.

Table 25 displays local assistance funding for Chapter 1, which is

roposed at $360,855 in 1984-85. Of this amount, $63.4 million is proposed
or .the federally-funded migrant education program.

Migrant Education. The migrant education program was estab-
lished in 1965 to provide supplementary educationai) services to children
of migrant and formerly migrant parents. In the current year, the State
Department of Education (SDE) will distribute migrant education funds
to school districts, primarily through 13 regional offices which are oper-
ated through certain county offices of education. In addition, five school
districts, at their request, operate their migrant education program inde-
gf)r]li(:ient of a regional office, and receive their funds directly from the
The budget reports that 138,000 pupils will be served by the migrant
education program in 1983-84.

Typically, school districts use migrant education funds to employ addi-
tonal teachers and aides to work directly with migrant pupils. Districts also
supply a variety of educationally-related services, such as counseling,
health care, and college preparatory programs. Further, the regions and
districts use the Migrant Student Recorg Transfer System (MSRTS) to
assure that migrant students’ files follow them wherever they move within
the United States. '

As shown in Table 26, California expects to receive approximately $65.2
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million in federal migrant education funds in 1984-85. The budget pro-
. poses to allocate $63.4 million of this amount for local assistance to regions
and districts—the same amount as in 1983-84. The balance—$1.7 million
is proposed for state operations.

Table 26

Federal ECIA Chapter 1 Migrant Education Funds
1982-83 through 1984-85
(in thousands)

Actual Estimated ~ Proposed = _ Change
198283 1983-84 198485  Amount Percent

State operations ... $1,990 $1,708 $1,713 $5 0.3%
Local assistance .. 61,969 63,442 63,442 - -
Totals $63,959 $65,150 $65,155  $5 —

Our review indicates that the grograms supgorted by ECIA Chapter 1
funds are serving their intended purpose and, accordingly, we recom-
mend approwval as budgeted. : ;

¢. Transition Program for Refugee Children (Item 6100-176-890)

We recominend approval.

The federally-funded Transition Program for Refugee Children
(TPRC), authorized by the Refugee Act of 1980, supersedes and expands
the Indochina Refugee Children Assistance Program. The TPRC provides
local assistance to school districts which -have experienced heavy enroll-
ments of refugee children—primarily Cuban, Haitian, and Indochinese.

School districts use their TPRC funds to provide a variety of education
and ‘educationally-related services including: ‘

« bilingual education/English language development,

« community and school orientation,

o development of curriculum and materials,

« liaison aetivities between families, school personnel, and refugee as-

sistance agencies, and

+ testing, assessment, and placement of incoming pupils.

The TPRC grants are allocated to school districts through a formula that
is based on the number of eligible pupils, their grade levels, and the
number of years they have been in the United States. The State Depart-
ment of Edueation estimates that in 1983-84, the TPRC will serve 35,923
refugee pupils in 279 California school districts. The SDE allocates one
professional position for monitoring school district census procedures,
transmitting TPRC entitlements, and providing technical assistance
through workshops and statewide mailings.

Table 27
Transition Program for Refugee Children
1982-83 through 1984-85
{in thousands)
Actual  Estimated  Proposed Change
1982-83 1983-84 1984-85 - Amount ~Percent
State Administration .........ciesmmmsmsssmsessesserens $74 $78 $79 $1 - 13%
Local Assistance .... 7,514 5,565 5,565 — -

Totals N $7.588 $5,643 $564  §1 —
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Table 27 displays funding for TPRC in the prior, current, and budget
years. As the tagle indicates the budget anticipates that TPRC funding will
be $5.6 million in 1984-85—approximately the same amount that is avail-
able in 1983-84.

d. Indian Education (Items 6100-131-001 and 6100-151-001)

We recommend approval,

The Office of American Indian Education in the Department of Educa-
tion administers two separate projects intended to improve the academic
performance and self-concept of Native American students—SB 2264 /74
Indian Education centers ang AB 1544/77 Native American Indian Educa-
tion program. The office consists of two consultants and one clerical posi-
tion in the current year.

Table 28 shows state administration and local assistance expenditures
proposed for the two state Indian Education projects in 1984-85. As the
tabl% indicates, the budget proposes a total of $1,347,000 for the two
projects in the budget year.

Table 28

State Expenditures for Indian Education
1982-83 through 1984-85
{in thousands)
Actual  Estimated  Proposed Change
. 1982-83 1983-84 1984-85 . Amount Percent
State Operations $151 $174 $181 $7 4.0%

Local Assistance:
AB 1544 Native American Indian

Education Program ........ceceeieesesseneees $318 $337 $347 $10 3.0%
SB 2264 American Indian Education
Centers 750 795 819 - 4 30
Subtotals $1,068 $1,132 $1,166 $34 3.0%
Totals. $1219 $1,306 $1,347 $41 3.1%

Indian Education Centers (Item 6100-151-001). Twelve Indian edu-
cation centers serve as regional educational resource -centers to Indian
students, parents, and schools. The centers are operated by private non-
profit organizations which report to a community-elected board of direc-
tors. Each center typically offers a variety of services, funded through

“several sources. In their role as education centers, the centers: (1) provide
tutorial assistance and counseling for Indian pupils, (12) provide Native
American related curriculum development for school districts, and (3)
serve as a cultural center and library.

Native American Indian Education Program (Item 6100-131-001).
The Native American Indian Education program seeks to improve the
educational accomplishments of kindergarten through fourth grade Na-
tive American pupils in selected rural school districts. The intent of this
program is to develop and test educational models which increase compe-
tence in reading and mathematics. In 1982-83, ten rural school districts
received funds under this program for 23 schools, serving 1,168 pupils.
These schools received an average grant of $31,000 each.

Our analysis indicates that these two programs are serving their intend-
ed purpose and, therefore, we recommend approval as budgeted.
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e. Miller-Untuh Reading Program (Item 6100-126-001)
. We recormmend approval.

The Miller-Unruh Reading program is designed to upgrade the reading
achievement of low-performing K-6 pupils by funding reading specialists
for participating schools. In the current year, the state will allocate approx-
imately $18,000 per full-time reading specialist. School districts must pay
for the remainder of the specialist’s salary.

We estimate that in 1982-83 (the most recent year for which data are
available), the amount of funding provided for each reading specialist
equalled 73 percent of the average szﬁary paid to elementary school teach-
ers statewidle, '

Table 29 shows Miller-Unruh program participation and funding. The
budget proposes $17.7 million from the General Fund for the program in
1984-85, an increase of 3.0 percent (COLA) over the current-year level.

Our analysis indicates that the Miller-Unruh program is serving its in-
tended purpose, and therefore we recommend that the amount budgeted
be approved. :

Table 29

Miller-Unruh Reading Program
Participation and Funding
1982-83 through 1984-85

Actual  Estimated Proposed Change
195283  1983-84 198485 Amount Percent

Appropriation (£housands) ... $16,182 $17,153 $17,668 $515 3.0%
Number of districts 163 160 160 - —
Number of teachers . 958 958 958 —_— —_
Average amount paid per full-year position........ $16,891 $17,905 $18,443 $538 3.0%

6. Other Education Programs

This section analyzes those specialized education programs which do
not fit into any of the five categories discussed above. These programs
include Gifted and Talented Education; the Mathematics, Engineering,
Science Achievement (MESA) program; driver training; and the ECIA
Chapter 2 federal block grant. ‘ .

a. Gifted and Talented Education (ltem 6100-124-001)
We recomamend approval,

. The Gifted and Talented Education (GATE) program was established
by Ch 774/79 to supersede the Mentally Gifted Minor program. Pupils are
identified as gifted or talented based on district criteria and state guide-
lines. Typically, this local selection process is complex and may utilize
standardizee] test scores, teacher or parent referrals, course grades, and a
review by a school psychologist.

The design of each district’s GATE prograim is determined locally, with-
in state guidelines. These guidelines allow the following types of ap-
proaches to be used: (1) independent study, (2) special (fay classes, (3)
part-time or cluster groupings of GATE students, (4) enrichment activi-
ties, (5) acceleration activities, and (6) higher education opportunities. In
1982-83, GA'TE provided funds to 433 school districts for extraordinary
educational programs serving approximately 200,000 high ability and/or
talented students. Only those districts which operated a Mentally Gifted
Minor program during 1978-79 are eligible to receive GATE funds, al-
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though a limited number of additional districts have been admitted to the
program to replace districts which have withdrawn from GATE.

Table 30 shows expenditures and funding for the GATE program in the
prior, current and budget years. As shown in the table, the budget pro-
poses a General Fund appropriation of $18.4 million for GATE local assist-
ance in 1984-85. This amount reflects a 3 percent COLA increase.

Our analysis indicates that the budget proposal is reasonable and, ac-
cordingly, we recommend approval.

Table 30
Gifted and Talented Education Program Funding
1982-83 through 1984-85
General Fund
{in thousands)

Actual  Estimated Proposed Change
1982-83 1983-84 195485 Amount  Percent

State OpPerations...........cmecrmrermmsesnarees $143 $189 $197 $8 4.2%
Local assistance ............vereecerrmnrsnnnns 16,981 17,848 18,383 535 30
Totals $17,124 $18,037 $18,580 $543 3.0%

Independent Evaluation. The legislation which established the
GATE program required a four-year independent evaluation of the pro-
gram. This evaluation is to focus on the program’s benefits, costs, conse-
quences and impact, and a final report on the evaluation is due on January
35, 1984. At the time this Analysis was prepared, the final evaluation report
had not been submitted. If it is submitted prior to budget hearings, we will
review the report and prepare comments and recommendations for the
Legislature as appropriate.

b. Mathematics, Engineering, Science Achievement (MESA) Program
(ltem 6100-192-001) :

The MESA program is designed to increase the enrollment of under-
represented ethnic minorities in university and college programs related
to mathematics, engineering, and the physical sciences. The program
provides tutoring, counseling, study groups, and summer school enrich-
ment for secondary school students who show an aptitude in mathematics
and science. MESA is funded jointly by the state and the private sector.

The state’s contribution currently is provided through the budget ap-
propriation for the State Department OF Education. MESA is coordinated
by a central office located in the Lawrence Hall of Science in Berkeley.

The budget proposes $1.3 million from the General Fund for MESA in
1984-85, the same amount as the current-year appropriation. The budget
also proposes to continue the requirement that MESA obtain matching
funds on a 2:1 ratio of state to private funds. We recommend approval of
the amount requested. -

Potential Duplication of Effort

We recommend that the Legislature adopt supplemental report lan-
guage requiring the Depaitment of Education to report on the potential
advantages and disadvantages of consolidating the MESA program, the
University and College Opportunities program, and the California Aca-
demic Partnership program, because they appear to involve a duplication
of effort.
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The Legislature has authorized two programs—the University and Col-
lege Opportunities (UCO) program and the California Academic Partner-
ship prograim—which are similar in purpose to the MESA program. Each
of these programs is designed: to increase the enrollment of under-repre-
sented minorities in postsecondary institutions, primarily in mathematics,
science, and other technology-based fields. The means used to achieve this
goal under these three programs, moreover, are similar. Counseling, tutor-
ing, and coordination with postsecondary education institutions, for exam-
ple, are common characteristics among the three programs.

The UCO program, authorized by Ch 1298/82, is administered by the
State Department of Education. Participating districts are required to
support the program with existing local or categorical funds, at no addi-
tional cost to the state.

The California Academic Partnershi%program was authorized by Ch
498/83 (SB 813). It is to be administered by the California State University.
The authorizing legislation contained an appropriation of approximately
31 million for the program in 1984-85, but the Governor vetoed these
funds. The budget proposes no funding for the academic partnership
program in 1984-85. .

e similar goals of, and methods used by, the MESA, UCO, and Aca-
demic Partniership programs suggest the possibility that there may be an
unnecessary duplication of effort and/or inefficient use of resources. To
explore this possibility, we recommend that the Legislature adopt the
following supplemental report language requiring the Department of Ed-
ucation to report on the feasibility and desirability of consolidating the
three programs: ’

“The Department of Education shall, by December 1, 1984, report to
the Joint Legislative Budget Committee and the fiscal committees on
.the feasibility and desirability of consolidating the MESA, University
and Cgllege Opportunity, and California Academic Partnership pro-
grams.

¢. Driver Training (ltem 6100-171-178)

The Department of Education administers a driver training program
which authorizes districts to provide driver education through both a
laboratory component (behind-the-wheel training) and a classroom com-
ponent. Local school districts which offer the laboratory driver training
phase are reimbursed during any given fiscal year for their actual costs in
the prior fiseal year, up to a maximum amount per student specified by
law. For nonhandicapped students, current law limits state reimburse-
ment to the lesser of $60 per pupil, or actual costs. For handicapped
students, the state reimbursement is limited to $200 per pupil. The state
also reimbur ses districts which have total costs in excess ofp $60 per regular
student for 75 percent of their actual costs for replacing vehicles or simula-
tors used for driver training.

Funding

Table 31 displays the funding levels for the driver training program for
the prior, current, and budget years.
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Table 31

Allocations for Driver Training
1982-83 through 1984-85
{(in thousands)

Actual  FEstimated Proposed

Driver Training 195283 198384 198485  Change
State Operations $95 $206 $155 —$51
Local Assistance 17,844 17336 . 17,336 —

Totals $17,939 $17,542 $17,491 —$51

Driver Training Penalty Assessment Fund................ —_ $101 $17,440 $17,339

Motor Vehicle Account, State Transportation Fund 817,844 17,336 — 17336

General Fund 95 17 18 1

Federal Funds — 18 18 —

Reimbursements —_ .70 15 -85

COLA Adjustment., As discussed in the overview, SB 813 appro-
priated $94.4 million to provide, in combination with amounts appropriat-
ed in the 1983 Budget Act, an 8 percent cost-of-living adjustment (COLA)
for special education programs and a 6 percent COLA to “all other cate-
gorical programs.” The act did not, however, change the existing statutory
maximum reimbursement rates for driver training. In interpreting SB 813,
the State Department of Education determined that, notwithstanding the
statutory maximurns, the act’s provision of a 6 percent COLA for categori-
cal programs authorizes school districts to claim reimbursements of up to
$64 per regular pupil and up to $212 per handicapped pupil for 1983-84
only. Funding for the 6 percent increase in the maximum reimbursement
rates is to come from any surplus in the 1983 Budget Act appropriation for

" driver training, rather than from the funds appropriated in SB 813 for
COLAs to categorical programs. According to the department’s interpre-
tation of SB 813, the maximum reimbursement rate for driver education
will revert to the statutory levels of $60 and $200 per pupil in 1984-85.

Driver Training Penalty Assessment Fund. Prior to 1982-83, local as-
sistance for the driver training program was funded from the Driver
Training Penalty Assessment Fund (DTPAF), which receives its revenues
from traffic citations. This fund was created exclusively for the purpose of
supporting the driver training program. Since 1981-82, any unencum-
bered balances in this fund at year-end have been transferred to the
General Fund, pursuant to Budget Act control language.

The 1982 and 1983 Budget Acts changed the source of ?unding for Driver
Training local assistance from the DTPAF to the Motor Vehicle Account
of the State Transportation Fund. This was done to free-up additional
balances in the DTPAF for transfer to the General Fund.

The budget proposes to support driver training in 1984-85 from its
traditional funding source—the Driver Training Penalty Assessment
Fund. We find that the DTPAF is an appropriate funding source for the
grogram because (1) the fund was created by the Legislature to support

river training and (2) we do not anticipate a shortfall in the General
Fund during the budget year which might necessitate funding the pro-
gram from the Motor Vehicle Account.

Driver Training Overbudgeting cﬁ’ },00'«%,003
We recommend a reduction of $%636;660-in the amount budgeted for
driver training local assistance, for a potential equivalent General Fund

revenue increase, to reflect declining enrollment in the program. (Reduce
Item 6100-171-178 by $3:636;000). :
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Enrollment in school district driver training programs for nonhand-
icapped students has decreased from 327,482 in 1977-78 to 219,206 in 1982~
83. This decrease has resulted from (1) the decline in high school enroll-
ment from 1,341,448 to 1,240,776 during the same period and (2) a de-
crease in the percentage of high school students completing driver
training, from 24 percent of tota% enrollment in grades 9 through 12 in
1977-78 to 18 percent of comparable enrollment in 1982-83.

As a result of declining enrollments in the driver training program, the
Department of Education has indicated that apportionments to local
school districts in 1983-84 will be $15,730,000 (including approximately
$570,000 for the 6 percent increase in maximum reimbursements that was
granted administratively by the department). This amount is $1,606,000
less than the $17,336,000 appropriated to the State School Fund for local
assistance in the current year. Under existing law, the full amount of this
unexpended balance will remain iz State . ‘ perdlbeayaiialsie

1 i the Me A 4 “"ﬁ""

This program provides reimbursement for costs in the year following
the year in which these costs were incurred. Consequently, local school
districts will receive reimbursements in 1984~85 for driver training ex-
penses incurred during the 1983-84 school year. The Population Research
Unit of the Department of Finance estimates that enrollment in California
high schools will have increased by less than one-fourth of 1 percent (0.16
percent) in 1983-84, to 1,242,700 students. This factor, combined with the
§eneral decrease in the percentage of high school students completing

river training noted earlier, makes it extremely unlikely that driver train-
ing enrollments in 1983-84 will be more than 1 percent above the 1982-83
level. Assuming a one percent increase in enrollment and allowing for
reimbursement at the statutory maximum levels, we estimate a maximum

funding need for the driver training program in 1984-85 of W—or
W—kzss that the amount proposed in the budget. 2 332,000

Q, 00\ &ordingly, we recommend tﬁat the amount budgeted for driver train-

ing be reduced by$3:838:800. Assuming the Legislature approves Control
Section 24.10 in the Budget Bill (discussed below), which transfers all
unencumbered balances of the DTPAF to the General Fund on June 30,
1985, the adoption of this recommendation will result in a General Fund
revenue increase of $3-680:000 in_the budget year.

2,064,0
Transfer to the General Fund—Control Section 24.10
We recommend approval,

Control Section 24.10 of the Budget Bill transfers to the General Fund
the unencumbered balance in the Driver Training Penalty Assessment
Fund on June 30, 1985. This amount represents the surplus in the DTPAF
in excess of the amount necessary to fund the Driver Traininﬁ Program
and related programs during the budget year. According to the budget,
this provision would result in a General Fund increase of $13.9 million on
June 30, 1985. This amount would be increased by the amount of any
reduction to the appropriation for driver training in the budget year.

Control Section 24.10 would continue current legislative policy and on
that basis, we recommend that it be approved. -

Driver Training Programs’ Excess Costs

The Driver Training program currently is funded through a system
under which the state reimburses local school districts in one year for the
actual costs they incur in the prior year, up to a maximum specified by law.
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‘From 1973-74 through 1982-83, the maximum reimbursement was $60 per

pupil for regular students, and $200 per pupil for handicapped students.
As noted above, the State Department of Education administratively in-
creased these maximum per-pupil entitlements for driver training in the
current year by 6 percent, to $64 and $212, respectively.

For several years, the state reimbursement provided to districts has not
been sufficient to fund school districts’ full costs of operating driver train-
ing programs. In 1979-80, the average costs for regular and handicapped
driver training were $107 and $235 per pupil, respectively, in contrast to
the $60 and $200 per pupil reimbursement limits specified by law.

Because of increases in the number of districts offering competency-
based driver training programs for nonhandicapped students (discussed
below), however, the statewide, average per-pupil cost of this program
has fallen.”Based on costs reported by districts to the Department of
Education, the average per-pupil cost of driver fraifiing for regular stu-
dents was $91 during 1981-82, and $80 during 1982-83. As more districts
adopt competency-based programs in future years, we expect a continu-
ing reduction in average per-pupil program costs. Average costs for driver
training for handicapped students, however, have increased to $247 per
pupil in 1982-83.

In 1983, the Legislature adopted Senate Bill 335, which would have
increased the maximum reimbursement for regular students from $60 to
$70. This bill, however, was vetoed by the Governor.

Competency-Based Driver Training Programs

Traditional driver training programs are based on the premise that
every student must receive a specified minimum amount of behind-the-
wheel instruction and on-street observation time, without regard to indi-
vidual differences in driving skill. Under current law, therefore, every
student must receive a'minimum of six hours of on-street, behind-the-
wheel instruction (or a comparable amount of time using a simulator or
off-street driving range) in order for a district to receive state funds for
driver training.

Of the 377 school districts that offer driving training programs, 248 (66
percent) have been granted waivers from requirements contained in
current regulations so that they can provide competency-based driver
_ training programs. Competency-based programs are based on the premise
that students learn at varying rates and enter the driver training program
with differing amounts of experience and skill. The objective of this ap-
f)roach is to train all students to a common level of performance, based on

ocally established criteria, without regard to the amount of instructional
time required for each student. ;

Because many students in competency-based programs receive fewer
hours of training, school districts have reported significant cost savings
from these programs. The Department of Education reports that in 1981
82, students in competency-based programs received an average of 2.1 to
3.4 hours of behind-the-wheel training—approximately one-half of the
amount of training required in traditional driver training programs. In
some districts, students have completed the driver training program with
less than one hour of behind-the-wheel training and evaluation.

The Superintendent of Public Instruction has issued nonbinding guide-
lines for districts which are granted waivers to follow in operating compe-
tency-based driver training programs. These guidelines specify driving
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competencies which are to be included in each program and provide that
no student should receive less than 25 percent of the instructional time
specified for traditional driver training programs. Under current law, a

istrict must submit a description of its proposed competency-based pro-
gram when applying for a waiver of traditional program requirements.
The Department of Education has indicated, however, that without statu-
tory authority, it cannot issue regulations specifying program require-
ments for competency-based driver training.

Federal Study of Driver Training

A federal study of driver education and training, funded by the National
Highway Traffic Safety Administration, recently was completed in De-
Kalb County, Georgia. The study analyzed the effectiveness of a particular
type of program delivery system—the “Safe Performance Curriculum.”
This program combined the use of a multiple-car driving range, simula-
tors, and behind-the-wheel training in traffic. The curriculum consists of
considerably more hours of training than have been required in the vari-
ous types of programs offered in California. The driving records of stu-
dents were monitored for three to five years following their participation
in the program. .

Preliminary findings from the study indicate that driver training did not
result in a significant decrease in deaths or injuries from auto accidents.
The findings also indicate, however, that driver training participants had
significantly fewer traffic violations than nonparticipants. Completion of
the study’s final report is anticipated in February 1984. We will review this
report and prepare comments and recommendations for the Legislature
as appropriate.

d. Federal Block Gront—ECIA Chapter 2 (ltem 6100-101-890)

In 1982-83, the federal government consolidated 31 ‘assistance grant
grograms into a single block grant. The authorizing legislation for the
lock grant—the Education Consolidation and Improvement Act, Chap-
ter 2—requires that (1) at least 80 percent of the block grant be allocated
as local assistance, {2) no more than 20 percent be retained for state
operations, and (3) an advisory committee be formed to advise the state
on the initial allocation of funds for local assistance and state operations.
Federal laws prohibits the state from specifying how the local assistance
funds will be spent by the districts.
Table 32 shows state operations and local assistance funding for the
federal block grant in the prior, current, and budget years.

Table 32

Federal Block Grant Funding
1982-83 through 1984-85
(in thousands)

Actual  Estimated Proposed Change
1982-83  1983-84 198485 Amount Percent

State operations $5,202 $8,118 $7,955 —$163 —2.0%
Local assistance .. 29,220 36,367 35,718 . —649 -18
Totals . $34,442  $44485  $43,673 —$812 -18%

‘The budget proposes $8 million for state operations and $35.7 million for
local assistarice from federal block grant funding available for 1984-85. The
. total of $43.7 million represents a decrease of $812,000, or 1.8 percent, from
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estimated current-year expenditures. This decrease reflects the fact that
estimated current-year expenditures include $2.1 million in funds that
were not expended during 1982-83 and were carried over to 1983-84.
Thus, the budget proposal represents an increase of $1.3 million, or 3
percent, over the current-year baseline federal grant. ‘

Expenditure Plan Needed for Federal Block Grant

We withhold recommendation on the proposed allocations from the
federal block grant, pending submission by the Department of Education
of an expenditure plan.

The State Department of Education indicates that block grant funds
allocated for state administration, or “state purposes,” will be used primar-
ily for projects such as research and evaluation, curriculum development,
and staff development. In addition, the department intends to allocate up
to $1.8 million for “priority projects” designated by the Superintendent of
Public Instruction. The superintendent, however, has not identified these
projects for the budget year. In fact, he has not even identified these
projects for the current year. The Legislature needs this information if it
is to conduct a meaningful review of the proposed use of federal block
grant funds. We have therefore requested that the department submit an
expenditure plan for the funds allocated for the “priority projects,” and
we withhold recommendation on this item pending receipt of the depart-
ment’s plan. . :

C. STATE AND COURT MANDATES (items 9680-101-001 and 6100-114-001)

Under the provisions of current law, the state reimburses school districts
for the cost of local programs which are mandated by the state and the
courts. These reimbursements are funded from the General Fund. Table
33 shows expenditures for state and court mandate reimbursements in the
prior, current, and budget years. 3

Table 33

Expenditures for State and Court Mandates
1982-83 through 1984-85 .
(in thousands) .

Actual  Estimated Proposed Change
1982-83 1983-84 1984-85 Amount  Percent

State Mandates:

Budget Act appropriation.... $14,204 $16,268 $16,109 —$159 -1.0%

Prior claims bills ............... 9,548 a3 — -33 —-100.0
Subtotals $23,842 $16,301 $16,109 —$192 —12%

Court Mandates: '

Budget Act appropriation ... $128,726 -~ $138,816 $154,416 $15,600 112%

Prior claims bills ......cocvevivervirncineinn 11,728 25,690 — —25,690 —100.0
Subtotals $140,454 $164,506 $154,416 —$10,090 —6.1%
Totals $164,296  $180,807  $170525  —$10,282 ~5.7%

As shown in Table 33, the budget proposes a decrease of $192,000, or 1.2
percent, in state mandate reimbursements and a decrease of $10.1 million,
or 6.1 percent, in court mandate reimbursements from the levels author-
ized for the current year. Thus, total funding for state and court mandates
is proposed to decrease by $10.3 million, or 5.7 percent. .

In the case of reimbursements for court mandate, the apparent decrease
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is misleading. It reflects the fact that current-year estimated expenditures
include funds provided in deficiency claims bills for costs incurred in prior
years. To the extent that the Legislature enacts claims bills in 1984-85 to
fund prior year claims, there may be no decrease in costs for court man-
dates between the current and budget years. :

A more detailed explanation of the funding for state and court mandates
is provided below.

1. State Mandates (Item 9680-101-001)

Table 34 shows General Fund expenditures for reimbursement of state
education mandates in 1984-85. A total of $16.1 million is proposed for this
purpose in the budget year—a decrease of $159,000, or 1.0 percent, below
the adjusted 1983-84 level (exclusive of funds provided in claims bills).
This slight decrease primarily reflects an anticipated reduction in the
amount of claims for reimbursement of»costsf'resu.ﬁing»from Chapter 965/
77.(Student Disciplinary-Procedures). In addition, based on the Control-
ler’s determination that the provisions of Ch 1216/75 (School Employee
Dismissal Evaluations) do not, in fact, create a reimbursable mandate, the
budget proposes not to continue the $18,000 in funding which was pro-
vided for this legislation in the current year. ’

Funding for state education mandates in the current and budget years
is contained i Item 9680-101-001, which is the appropriation item for all
state mandate reimbursements.

Table 34
State Mandates
\ 1982-83 through 1984-85
\ : (in thousands)
Actual  Estimated Proposed " Change "
T 1952-83 195384 195485 Amount Percent
Chapter 593/75 Jury' Duty for Teachers.......... $1,452 8 * - —

Chapter 961/75 Collective Bargaining .............. 8,794 $9,986 $9,986 — —
Chapter 1216/75 School Employee Dismissal
Evaluations ............. v m - 18 - _$18  —1000%
Chapter 973/77 School Administrators Trans-
ferred to Teaching .......comevrciiisiiionncsn 1 1 1 - =
Chapter 965/77 Pupil Disciplinary Procedures 244 623 482 —141 —-26
Chapter 1253/75 Pupil Disciplinary Procedures 1 1 1 — —_
Chapter 894/77 Pupil Basic Skills—Notification
and Conferences 1,746 3,333 3,333 — —
Chapter 1176/77 Immunization Records .......... 943 1,240 1,240 — -
Chapter 1347/80 Scoliosis Screening ... 486 527 527 — —
Chapter 472/82 Rubella Immunization Records 610 539 539 — -
Subtotals .- $14294  $16268  $16,109 = —$159 -1.0%
Prior claims bills ....... 9,548 33 — -33 -1000
Totals . $23842  $16301 $16109  —$192 ~12%

2 Reimbursement furzding terminated by Ch 1586/82.
Reimbursement funiding proposed to be terminated by Governor’s Budget.

2. Court Mandates (ltem 6100-114-001)

Prior to the passage of Proposition 13, school districts were authorized
to fund the costs of final court orders by increasing local property tax rates.
Approval of Proposition 13 by the voters at the June 1978 election halted
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* this practice by capping the property tax rate at 1 percent. In 1978-79 and
1979-80—pursuant to post-Proposition 13 fiscal relief legislation—court
mandates affecting school districts were funded by the state through ad-
justments to the qualifying districts’ revenue limits. Through 1979-80, the
_ state was automatically liable for all new, court-mandated costs imposed
on school districts. This policy was changed in 1981.

Current Law. Chapter 100, Statutes of 1981 (AB 777), removed
funding for court mandates from general aid in school apportionments.
Such funding is now provided in the annual Budget Act. Under current
law, the Controller must review each claim to determine if the costs
claimed are reasonable. If the amounts claimed by districts and approved
by the Controller are less than the appropriation made in the Budget Act,
the reimbursement will be prorated among claiming districts. The Board
of Control, however, is authorized to review any unfunded claims and
seek funding for.them in a subsequent claims bill.

Funding. Table 35 displays the actual funding and potential future
costs for court mandates.

Table 35
Court Mandates:
Funding for Claims Approved by the Controller
and Additional Claims Eligible for Reimbursement
1981-82 through 1984-85

Actual Actual Estimated Estimated
Claims for- - Claims for Claims for Claims for
Approved Claims 1981-82 1989-83 1983-84 1984-85
Desegregation Claims: :
Los Angeles Unified ......occovvunneee. $120,864,924 $124,455,997 $140,774,544 $140,774,544
San Diego City Unified ... . 22.471,333 20,451,646 24,284,189 24,284,189
San Bernardino Unified... 2,746,396 3,055,457 3,303,974 3303974

Stockton Unified .......... - 8,333,782 3462635 346263 3462635
San Francisco Unified ' — — 3507160 9,017,000>°
Total approved claims ...  $154,416435  $151,425735  $175,332,502  $180,842,342
Budget Act appropriation...... 128726000 198726000 - 138816000 - 154,416,000°

Deficit ($95,690,435)  ($22,699,735)  ($36516,502) . ($26,426,342)
Claims bill appropriation in . ‘
1983-1984.......cocorrmrmsi —§25,690,435 - - -

Cumulative remaining deficit
subject to-Board of Control Ac- .
tion . —_ $22,699,735 $59,216,237 $85,642,579

2 Approval pending.

Preliminary estimate.
¢ Funding not included in Governor’s Budget.
4 Proposed in Item 6100-114-001.

Since 1981-82, all of the funds appropriated for the reimbursement of
court mandates have been allocated to four school districts for costs result-
ing from court-ordered desegregation activities.

The 1983-84 budget proposes $154.4 million to reimburse districts for
complying with court mandates in 1984-85—an increase of $15.6 million,
or 11.2 percent, above the 1983 Budget Act appropriation. '

The Legislature provided $7,950,000 in the 1983-84 Budget Bill to pro-
vide reimbursement for the costs of a fifth court-ordered desegregation
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Erogram, in the San Francisco Unified School District. The Governor,
owever, vetoed these funds on the basis that the district’s claim for
reimbursement had not followed the Board of Control claims process
required by law. Under this process, the initial funding for reimbursement
of new court mandates is to be provided in a claims bill, based on review
and approval of the claims by the State Board of Control. San Francisco
Unified has since revised the implementation schedule for its desegrega-
tion program, causing a reduction in its claim for 1983-84 costs to $3.5
million. While this claim has been reviewed and approved by the Board
of Control, the Legislature has not yet provided funding in a claims bill
for San Francisco’s desegregation program. On this basis the budget pro-
poses no funding for this purpose in 1984-85.

As Table 35 indicates, the $154.4 million proposed in the budget for
1984-85 claims is not sufficient to fund either unfunded claims remaining
from prior years or the amount of claims likely to be received in 1984-85,
The table shows that a deficit (that is, unpaid claims approved by the
Controller) of approximately $59.2 million remains from 1982-83 and 1983
-84. These claims are eligible for reimbursement through the Board of
Control process. Furthermore, if the Board of Control approves the full
amount of San Francisco Unified School District’s estimated claim of $9
million in 198485, we estimate that the $154.4 million requested to pay
claims will be $26.4 million less than claims actually receiveg in the budget
year. This would bring the unfunded deficit to $85.6 million by the end of
the budget year.

Underfunding of Court Mandate Reimbursements

We recommrend that the Department of Finance comment during
budget hearings on the reasons for an apparent $26.4 million underfunding
of court mandate reimbursement claims anticipated to be received in the
budget year.

As noted, the Governor’s Budget proposes $154.4 million to provide
reimbursement for the costs of court mandates to the four districts which
have received fundingfor this purpose in the past. This amount, however,
is $17.4 milliora Jess than the amount of court mandate reimbursement
claims which are anticipated to be received from these districts in the
current year. '

During last year’s deliberations on the 1983 Budget Bill, the Legislature
faced a similar underfunding issue in deciding an appropriate level of
funding for these four districts’ 1983-84 court mandate claims. In the
budget conference committee hearings, we recommended that the Legis-
lature augment the Governor’s Budget by $20,407,000 in order to provide
full funding for the anticipated claims of these districts in 1983-84. The
Department of Finance advised against the augmentation, contending
that the level of funding provided in the budget was adequate.

Although the Legislature adopted our recommendation, the Governor
vetoed the augrmentation, resulting in a funding level of $138,816,000. As
shown in Table 35, we estimate that the claims of these districts will total
$171,825,342 in the current year. After the Governor’s veto, therefore, we
estimate that the amount appropriated for the court mandate reimburse-
ment claims of these districts in the current year is deficient by $33 million.
The Department of Finance was in error and the Legislature’s appropria-
tion, while still not adequate, should have been approved by the Gover-
nor. :

Our review of the Governor’s Budget for 1984-85 indicates that he
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proposes to continue the practice of underfuniding court mandate reim-
bursement claims. Specifically, we estimate that the budget proposal is
deficient by at least $17.4 million with respect to the anticipated claims of
the four school districts—and by at least $26.4 million if the anticipated
claims of the San Francisco Unified School District are included. Accord-
ingly, we recommend that the Department of Finance comment at the
budget hearings on the reasons for their apparent policy of underfunding
court mandates.

lil. ANCILLARY SUPPORT FOR K-12 EDUCATION i

This section analyzes those programs which provide ancillary support

for K-12 education activities. These programs, which complement the

direct instructional support function, include (1) student transportation

programs, (2) school facilities programs (construction and deferred main-
tenance), and (3) child nutrition programs.

A. TRANSPORTATION

The State Department of Education apportions state aid to school dis-
tricts and county superintendents of schools for home-to-school transpor-
tation programs. Funds: are provided through home-to-school
transportation allowances and Small School District Transportation Aid. In
addition, the department administers the School Bus Driver Instructor
Training program.

1. Home-to-School Transportation (ltem 6100-111-001)

The Home-to-School Transportation program provides state reimburse-
ment for the approved transportation costs of local school districts or
county superintendents of schools, up to a specified “ceiling” amount.
Since 1981-82, each district’s maximum reimbursement has been limited
to the amount of state transportation allowances received by the district
in the prior year, increased by any inflation adjustment provided in the
Budget Act. In addition, districts have received allowances for bus re-
placement, based on the original purchase price of the replaced buses, and
for excessive expenses relating to unusual, major reconditioning work.

Funding. The budget proposes an appropriation of $254,588,000 for
the Home-to-School Transportation program in 1984-85. This amount is
$7,316,000, or 3 percent, more than the combined amount approved by the
Legislature for the regular and special transportation programs in the
current fiscal year. In addition to this amount, the budget proposes to
apportion $3 million to assist small school districts in reconditioning or
replacing school buses. Table 36 displays the funding levels for transporta-
tion aid programs in the prior, current, and budget years.

Table 36

Transportation Aid
1982-83 through 1984-85
{in thousands)

Actual  Estimated  Proposed Change
1982-83 1983-84 1984-85  Amount Percent

Home-to-school transportation.................... $148,902 $160,592 $254588°  $7,316° 3.0%
Special transportation ........ 80,260 86,680 — — —
Small school district buses .........ccovvueennne. —_— 1,000 3,000 2,000 200.0
Small school district aid.....ccerevrveverocrernnnee. 17,518 18,569 19,126 557 3.0
TOALS vt $146,680 $266,841 $276.714 $9.873 3.7%

* Includes special transportation.
b Change from 1983484 total regular home-to-schiool and special transportation.
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a. SB 813 Changes

Senate Bill 813 (Ch 498/83) and AB 70 (Ch 1302/83) made a number of
changes in the Home-to-School Transportation program. These changes,
which were described earlier in the overview of SB 813, will become
effective ina the budget year.

The most important provisions of SB 813 affecting transportation aid
programs: (1) revise the method used to calculate transportation allow-
ances, (2) establish a bus replacement fund for small school districts, (3)
include special education students in the Home-to-School Transportation
program, and (4) require that school districts establish a transportation
fund for all state transportation allowances received. These provisions of
SB 813 and AB 70 are discussed in greater detail in the overview section
of this K~12 analysis.

Calculation of Transportation Allowances. Beginning in 1984-85,
school districts which certify that their prior-year approved transportation
costs were at least 95 percent of the transportation allowances they re-
ceived during that fiscal year will receive the same transportation aﬁow-
ance in the current year, increased by the cost-of-living adjustment
provided in the Budget Act. If a district certifies that its approved trans-
portation costs were less than 95 percent of the state allowance received
for that year, the district will receive an allowance based on the certified
percentage plus 5 percent, with the total increased by the Budget Act’s
cost-of-living adjustment.

Small School District Bus Replacement. Senate Bill 813, as
amended by AB 70, appropriated $1 million in 1983-84 for the replace-
ment or reconditioning of school buses for school districts with 2,500 or
fewer ADA.. In allocating these funds, the law assigns first priority to the
replacement of school buses which cannot be reconditioned. Recondition-
ing of unsafe school buses is the second priority. The third priority is given
to the purchase of new buses to expand a district’s fleet. The budget
proposes $3 million to continue the SB 813 and AB 70 program for small
school district bus replacement and reconditioning.

In Novemrmber 1983, eligible school districts filed applications for bus
replacement/reconditioning funds that collectively exceeded by $2.4 mil-
lion the $1 million appropriated by SB 813 for this program. Because of the
limited amount of funds provided and the funding priorities established
by SB 813 and the SDE, many eligible districts did not submit applications.
More distriets are likely to apply for assistance if additional funds are made
available in 1984-85. ‘

The Legislature may wish to consider including a matching require-
ment for districts receiving these funds. Such a requirement would offer
two advantages. First, if each district were required to contribute a share
of its bus reconditioning or replacement costs, a limited amourit of state
funds could be used to assist more districts: Second, a matching require-
ment would provide fiscal incentives for districts to determine which
reconditioning or replacement expenditures would provide the most cost-
effective solution to their transportation needs. v

50—77958
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b. Transportation of Special Education Students

We recommend that the Legislature adopt Budget Bill language provid-
ing that the definition of home-to-school transportation shall include
transportation to and from related student services required by the in-
dividualized education programs for students with exceptional needs.

Prior to the enactment of Senate Bill 813, transportation for special
education students was provided through the special transportation pro-
gram, which received funds through the Special Education program
(Item 6100-161-001). Reimbursement for special transportation was not
restricted to home-to-school transportation. It was also provided for trans-
portation to and from related services, such as off-campus physical therapy
required by a student’s individualized education program (IEP).

Senate Bill 813 eliminates the separate special transportation program
after June 30, 1984, and includes students with exceptional neech within
the regular home-to-school transportation program. In so doing, however,
the act limits reimbursements to. transportation between home and
school; it makes no provision to reimburse school districts for transporta-
tion for related services required by students’ IEPs.

Reimbursements received by school districts in 1983-84 for special
transportation—including transportation for related services—are added
to regular home-to-school allowances received in 1983-84 to establish each
district’s “base”. This base amount, after making adjustments for inflation,
determines the maximum transportation allowance each district may re-
ceive in subsequent years. As a result, under the provisions of SB 813, each
district which certifies that its 1983-84 approved transportation costs were
at least 95 percent of the reimbursement it received in that year will
receive in 1984-85 an amount based on prior year allowances which in-
cluded funds received for related services transportation costs. Districts
will not, however, have the legal authority to provide special transporta-
tion for related services with transportation funds received in 1984-85. If
these costs are excluded from districts” calculations of approved costs in
1984-85, transportation allowances may be reduced in subsequent years.
School districts will, however, still be required by other provisions of state
and federal law to provide the services included in each child’s IEP—
including transportation for related services.

In order to permit local education agencies to expend transportation
funds for the purpose for which we believe the Legislature intended them
to be spent, we recommend that the Legislature adopt the following
Budget Bill language:

“Home-to-school transportation shall include transportation to and from

related student services required by the individualized education pro-

grams for pupils with exceptional needs.”

Funding deficits. As discussed in our analysis of the Special Educa-
tion program (Item 6100-161-001), the special transportation program has
incurred significant entitlement deficits in recent years. In 1982-83, local
special transportation entitlements exceeded available funds by $27.1 mil-
lion. As a result, districts and county superintendents received only 75
percent of the transportation allowances to which they were otherwise
entitled, based on their actual costs incurred. The 1983 Budget Act, in
combination with SB 813, provided an 8 percent COLA for special trans-
portation, but provided no funding to eliminate this deficit. Under the
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provisions of SB 813, local education agencies will receive transportation
allowances in 1984-85 and future year based on what was received in
1983-84, adjusted for inflation. As a result, the entitlement deficit that
occurred in 1982-83 will continue to be reflected in these allowances.

¢. Separate Transportation Fund Not Needed

- We recommend that legislation be enacted to delete the requirement
that school distiicts and county offices of education establish a separate
transporta tion fund, and instead require each school district or county
superintendent receiving a transportation allowance in 195485 to estab-
lish a restricted account in its general fund for all transportation allow-
ances received,

Senate Bill 813 requires each school district or county office of education
that receives state transportation allowances in 1984-85 or thereafter to
establish a separate transportation fund. Two. of the major reasons for
ri?uiring such afund are (1) to assure that transportation allowances fund
only approved transportation expenditures and (2) to protect accumulat-
ed savings for replacement and acquisition of buses. This requirement,
however, may impose an administrative burden upon local school districts
and may result in unnecessary delays when emergency expenditures. are
needed. For example, if major repairs are needed for a school bus, the
repairs could be delayed because any expenditures from a district’s trans-
portation fund would require authorization by the school board.

Our review indicates that the objective of restricting the expenditure
of transportation allowances to transportation operations and bus replace-
ment could be served as effectively Ey requiring each district to establish
a restricted account for transportation allowances and expenditures. Such
an account, however, would not present the same difficulties that a special
transportation fund would present. Accordingly, we recommend that
legislation -be enacted repealing the requirement that districts and county
of%ices establish separate transportation funds.

2. Small School Disfricf (Transportation) Aid (ltem 6100-101-001)
We recommend approval.

Small School District Aid provides additional general state aid to school
districts which (1) have fewer than 2,501 units of average daily attendance
and (2) incurred transportation costs equal to more than 3 percent of their
total general fund education expenses in 1977-78. Each qualifying district
receives an increase in its revenue limit based on its transportation costs
in 1977-78 or 1978-79. There is no requirement, however, that this aid be
spent on transportation, and it may be used for a variety of other purposes.

The bud get proposes $19,126,000 for Small School District Aid in 1984—
85. This armount includes a proposed 3 percent cost-of-living adjustment.
Our analysis indicates that the request is reasonable, and we recommend
that it be approved.

3. School Bus Driver Instructor Training Program (ltem 6100-001-178)

We recommend approval.

The Department of Education administers a School Bus Driver Instruc-
tor Training program which prepares teachers to instruct classes for pro-
spective school bus drivers. Since 1974, all public school bus drivers have
been required to complete 40 hours of training by an instructor trained
by the De partment of Education’s School Bus Driver Instructor Training
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program, in order to obtain a license to drive school buses.

The School Bus Driver Instructor Training program was established in
October 1970. For 12 of the past 13 years, approximately one-half of the
program’s annual costs have been funded by the federal government.
During 1980-81, the program was entirely state-funded, but some federal
funding was restored in 1981-82. Although federal funding for the pro-
gram will expire June 30, 1984, the Department of Education anticipates
it will carry over $130,000 in excess federal funds to operate the program
during the budget year.

Table 37 displays funding for the School Bus Driver Instructor Training
program for the prior, current, and budget years. The budget proposes an
appropriation ofp$447,000 for support of the School Bus Driver Instructor
Training Program in 1984-85, consisting of $317,000 from the Driver Train-
ing Penalty Assessment Fund and $130,000 from federal fund reimburse-
ments provided through the Office of Traffic Safety. The appropriation
from the Penalty Assessment Fund represents a $69,000 (28 percent)
increase over current-year expenditures from this source. In contrast,
expenditures supported with federal funds will decline by $142,000 (52
percent) from tI})1e current-year level. The total budget request for the
program is $73,000 (or 14 percent) less than estimated current-year ex-
penditures.

Our analysis indicates that the request is reasonable, and we recom-
mend that it be approved. »

Table 37

Appropriations for School Bus Driver instructor Training Program
: 1982-83 through 1984-85
{in thousands)

Actual  Estimated Proposed Change
198283  1983-64 195485 Amount  Percent

Driver Training Penalty Assessment Fund........ $243 $248 $317 $69 27.8%
Reimbursements (Federal grant funds) ........... 197 272 130 —142 —522
Totals $440 $520 $447 —$73 —14.0%

B. SCHOOL FACILITIES

The State School Facilities Aid program provides financial assistance to
school districts for (1) acquisition and development of school sites, (2)
construction or reconstruction of school buildings, (3) purchase of school
furniture and equipment for newly constructed buildings, (4) emergency
portable classrooms, and (5) deferred maintenance. In addition, SB 81 (C
684/83) and SB 813 (Ch 498/83) established programs which provide
incentives for school districts to utilize year-round schools and other alter-
natives to the construction of new school facilities.

Funding for school facilities aid is provided through three major statu-
tory appropriations, each of which is available for expenditure irrespective
of fiscal year. They are as follows:

o School district “excess” repayments—that is, the excess of school dis-
trict principal and interest payments on state school building aid loans
over the amount needed for the debt service of state school construc-
tion bonds. These excess repayments are principally used to fund
school district deferred maintenance projects, with any remaining
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amount going to fund new construction,
e A $200 million allocation of tidelands oil revenues annually through
"~ 1984-85, which is used principally for new school construction, and
e The proceeds from bond sales authorized by Proposition 1 of 1982,
whicE can be used for new school construction and rehabilitation of
existing school facilities. Of the $500 million in bonds authorized by
Proposition 1 of 1982, a minimum of $350 million is available for con-
struction of new school facilities and up to $150 million may be used
for reconstruction and rehabilitation of facilities constructed over 30
years ago. Of these funds, $200 million has been apportioned to date.
Recent Funding History. Table 38 shows the total revenues appro-

priated and available for school construction and deferred maintenance
during the prior, current, and budget years.

Table 38
Revenue Sources for School Construction and Deferred Maintenance °
1982-83 through 1984-85
(in thousands)
Actual FEstimated Proposed
1982-83 1983-84 1984-85

Revenues authorized from continuous appropriations:
Excess School District Loan Repayment Ch 282/79 (AB

8) for deferred maintenance and new construction $83,892 - $81,260 $87,858
Carryover of prior year excess school payments .......... 13,990 —_ -
Tidelands oil appropriation—Ch 899/80 (AB 2973) ... 200,000 200,000 -
Tidelands oil appropriation—Section 37, Budget Act of

1981........... — — 200,000
Proposition 1 bond sales—Ch 410/82 (AB 3006) .......... 125,000 200,000 225,000
Repayment of Loan—Ch 998/81 (AB 114) ....... 47,200 — —

Subtotals ...- $470,082 $481,260 $512,858
Transfers and loans:
Nontransfer of school district excess repayment—Sec-

tion 19.05, Budget Act of 1982........cccoommrrcemsmmrrcrmrnnnee —$18,892 —_ —
Nontransfer of school district excess repayments—Ch
10x/83 (AB 28x) 21,973 — =
Nontransfer of tidelands oil reserves—Ch 327/82 (SB
1326) ... ~147,200 — -
Transfer to General Fund—Ch 10x/83 (AB 28).......... —125,000 — -
Nontransfer of tidelands oil revenues........cocoeevuvccisernne — - $200,000 —$100,000
Subtotals .... —$319,065 —$200,000 —$100,000
Net amount available for commitments...........coumesvvveserreer $151,017 $281,260 $412.858
State School Building Lease-Purchase Fund. $113.990 $200,000 $325,000

State School Deferred Maintenance Fund® ... 37,027 ‘81,260 87,858

® This table illustrates only the revenue sources provided by current statutes, and the transfers and loans
made from those revenues to arrive at the net appropriation for school construction and deferred
maintenanee in the particular fiscal year. This is not a fund condition statement and, accordingly, does
not include any beginning balances in these funds.

b School districts receive deferred maintenance funds to match district expenditures up to one-half of 1
percent of the district’s General Fund budget. The fund balance not used for deferred maintenance
is transferr=d to the State School Building Lease-Purchase Fund.

¢ $200 million in tidelands oil appropriations transferred to the General Fund by the Budget Act of 1981

. was to be repaid in 1984-85 through an additional one-year allocation of tidelands oil revenue to the
Lease-Purchase Fund. The Governor proposes instead to provide $100 million of tidelands oil revenue
in 1984-85, -and $125 million per year thereafter through 1988-89.

Table 39 shows expenditures—or apportionments to school districts—
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for school building aid during the same three years. The expenditure
amounts indicated in Table 39 may not equal the revenues to the State
School Building Lease-Purchase Fund or the Deferred Maintenance Fund

during those years because beginning reserves and other adjustments may
vary from year to year.

Table 39
School Facilities Aid Expenditures
1982-83 through 1984-85
{(in thousands)

Actual  Estimated Proposed Change
195283  1983-84 195485 Amount Percent
State Operations

State Allocation Board .......commmrrrnscene $1 $1 $1 - -
Department of General Services, Office of
Local Assistance ® .......coeerrensensserens - 1,576 1,84 1,936 $92 5.0%
Department of Education 425 504 596 92 182
Subtotals $2,002 $2,349 $2,533 $184 78%
Local Assistance
Lease-Purchase Allocations ... $125,000  $155959  $324,626  $168,667 108.1%
Deferred Maintenance .....o..oivsseenes 37,027 65,000 87858° 22,858 35.2
Portable/Relocatable Classrooms............... 9,244 1,800 1,800 - -
Subtotals $171,271  $222759  $414284  $191,525 86.0%
Totals $173.273  $295,108  $416817  $191,709 85.2%
State School Building Aid Fund..................... $5,644 8730 8759 $29 40%
Rental of State Property (portables) ............ 1453 1700 1,700 — -
State School Building Lease-Purchase ’
Fund® 126,149 157,678 326,500 168822  107.1

State School Deferred Maintenance Fund® 37,027 65,000 87,858 29858 352

# This amount includes expenditures for administration of the State School Building Aid program as well
as the Lease-Purchase and Deferred Maintenance programs.

b Under current law, actual allocations to school districts for deferred maintenance will total approximate-
ly $63,000. Funds not allocated for deferred maintenance will be transferred to the State School
Building Lease-Purchase Fund according to the provisions of Section 17780 of the Education Code.

¢ Expenditures from the Lease-Purchase and Deferred Maintenance Funds may not equal revenue to

those funds during the same year as indicated in Table 38, because beginning reserves and other
adjustments may vary from year to year.

As shown in Chart 3, from 1981-82 through 198384, the Legislature
withheld over 60 percent of the funds which prior law had authorized for
school construction and deferred maintenance purposes in those years. Of
$1,511 million continuously appropriated for these three years, only $545
million was made availabi,e to fund school building aid. The remaining
$966 million was allocated instead to the General Fund to balance the
state’s budget and to Erovide funding for programs which the Legislature
determined had a higher priority than the activities supported from school
building aid funds. '

Proposed Budget. The budget proposes to allocate during 1984-85
the final $225 million in Proposition 1 bond revenues for new construction
and rehabilitation. Instead of the $200 million in tidelands oil revenues
appropriated under current law for new construction, the budget pro-
poses to provide $100 million for this purpose in:1984-85 and $125 million
each year thereafter through 1988-89.
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Chart3
State School Building Aid ,
1981-82 Through 1984-85 (in millions)
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In addition, the budget provides $1.8 million for portable/relocatable
classrooms.. Of this amount, $1.7 million will be offset by rental income
from portable classrooms in use by school districts, and $100,000 will be
provided from the:State School Building Aid Fund.

1. School Construction

Prior to the passage of Proposition 13 on the June 1978 ballot, local school
districts firmanced the construction of elementary and secondary school
facilities by~ either issuing school construction bonds, or obtaining a loan
from the state under the State School Building Aid program. In either
case, distriect voters had to approve the borrowing beforehand. Funds
borrowed from the state or private sources were repaid from property tax
revenues. Generally, this meant that the district borrower had to levy an
additional property tax, in order to provide adequate security for the
bonds or loans.

Proposition 13 eliminated the ability of local school districts to levy
additional special property tax rates of the type previously used to pay off
indebtedness. Consequently, school districts can no longer issue construc-
tion bonds eor obtain loans through the State School Building Aid program..

Because of this, the Legislature revised the State School Lease-Purchase
Act so that districts could continue to receive state aid for financing need-
ed school Facilities. Under the act, the state no longer provides loans to
school distrricts; instead, it provides “quasi-grants.” Specifically, the state
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funds the construction of new school facilities and rents them for a nomi-
nal fee to local school districts under a long-term, lease-purchase agree-
ment that calls for title to the facility to be transferred to the district no
later than 40 years after the rental agreement is executed. In most cases,
rent is paid to the state at the rate of $1 per year, plus any interest earned
on state funds deposited in the county school lease-purchase fund on
behalf of the district. Because this amount usually is nominal in compari-
son to the amount of state aid provided, the state essentially is providing
a grant for school construction, rather than a loan to school districts.

School districts receiving lease-purchase funds must either (1) provide
10 percent of a project’s cost from other district funds or (2) agree to
contribute to the State School Deferred Maintenance Fund 1 percent of
the project’s costs each year, for 10 years.

In order to establish eligibility for school construction funds appropriat-
ed to the State Allocation Board, school districts must demonstrate that
they are experiencing overcrowding and that they are fully utilizing all
available facilities. (In a very small number of cases, districts receive
school construction funds from the State Allocation Board for reasons
other than overcrowding—for example, where a school has been de-
stroyed by an earthquake.) In addition, the Legislature adopted language
in the Supplemental Report to the Budget Act of 1983, which requires
applicant school districts to demonstrate, before receiving funds for plan-
ning studies, that they cannot use (1) alternatives (suci as year-round
schools) to mitigate the need for new construction or (2) options identi-
fied by the State Allocation Board and the Department of Education for
financing the cost of proposed school construction.

School Construction Need, As a result of the restrictions. placed on
school districts by Proposition 13 and funding transfers made necessary by
the state’s recent bud%et roblems (as discussed earlier), there is now a
large backlog of demand for school construction funds. As of January 23,
1984, school districts had filed applications with the State Allocation Board
for school construction funds that exceeded—by $481,490,635—the
amount apportioned by the State Allocation Board. The unfunded amount
includes $704,937 for schools awaiting final approval and funds to begin
construction, and $480,785,698 in estimated costs for projects that are still
in the planning stage.

" Some $75 million in revenues from Proposition 1 bond sales is anticipat-
ed in the first months of 1984, and the State Allocation Board plans to make
these funds available for apportionments to districts for planning and
construction during the current fiscal year. Of applications currently on
file with the State Allocation Board, approximately $406.5 million in con-
struction need will remain unfunded at the end of 1983-84.

Based on a survey of school districts, the State Allocation Board estimat-
ed in 1983 that only about 250 of the 700 districts needing new facilities
-had filed applications with the board. At that time, the total need for
districts with applications on file equaled $750 million. (As noted, this
figure has since grown to over $800 million.) The State Allocation Board
estimated that an additional $750 million was needed to fund construction
in those districts which had not filed applications. Actual need could be
substantially lower, if those districts with the greatest need have already
filed applications. Some districts which have substantial overcrowding
problems that developed only recently probably have not yet applied for
funds, however, because they lack sufficient priority points to receive
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construction funding or have chosen to avoid incurring the administrative
costs associated with filing an application. Consequently, it is not possible
to determine more accurately the total amount of funding needed for new
school comstruction statewide.

Developer Fees. As an alternative, or as a supplement; to funds
available from the Lease-Purchase program, some school districts are re-
ceiving developer impact fees. These funds are collected under the provi-
sions. of Ch 955/77 (SB 201) or are based on the impact mitigation
provisions of the California Environmental Quality Act (CEQA).

Under SB 201, a city or county may adopt an ordinance to require
developers to dedicate land or pay fees to mitigate the impact of housing
developments on local school districts. These fees must be used to acquire
temporary elementary or secondary school facilities, which are used until
permanent school facilities can be built. In addition, Ch 1254/83 (SB 811)
provided that developer fees may be used to provide the district’s 10
percent share of the cost of constructing new school facilities through the
Lease-Purchase program.

Under CEQA, an environmental impact report (EIR) is required for
any project that may have a significant effect on the environment. If the
EIR indicates a particular development will cause a negative impact on
service areas of the city or county, the developer is obligated to remedy
the impaet by either mitigating or avoiding the identified effects.

In cases where a school district will be adversely affected by a develop-
ment, an unofficial agreement between the developer and the impacted
school district may be reached to mitigate the effects. This agreement
usually calls for the developer to levy a fee on each parcel of property
within the development and/or to dedicate land for school purposes.
These fees are paid directly to the school district, and can be used to fund
either interim or ‘permanent school facilities.

Rehabilitation  and Reconstruction of Existing School Facilities.
Proposition 1 of 1982 provided that up to $150 million of the proceeds from
bond sales authorized by that Act would be used for rehabilitation and
reconstruction of: existing school facilities. At the time this Analysis was
prepared, -the State Allocation Board (SAB) was developing regulations to
govern the apportionment of these funds. The SAB anticipates that ap-
plication raterials will be made available in February, and the first appor-
tionments to school districts for rehabilitation and reconstruction will be
made in A pril or May of 1984. The full amount of Proposition 1 funds will
be apportioned by tﬁe end of 1984-85.

a. Reduction of Tidelands Oil Revenue Appropriation—Control Section 11.10

As mentioned above, current law (Ch 169/81) provides that tidelands
oil revenues appropriated for school construction Eut transferred instead
to the General Fund by the Budget Act of 1981, are to be repaid through

-a $200. million appropriation of tidelands oil funds to the State School
Building I.ease-Purchase Fund in 1984-85. The 1984 Budget Bill includes
a control section (11.10) which provides that, notwithstanding the provi-
sions of current law, the 1984-85 apportionment of tidelands oil funds for

- school conistruction shall not exceed $100 million.

The bud get proposes to reduce the appropriation in the current year in
order to permit the use of these funds for other capital outlay expendi-
tures. Section 30 of the budget trailer bill (SB 1379) would compensate for
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the reduction by appropriating $125 million in tidelands oil revenues to
the Lease-Purchase Fund in each fiscal year from 1985-86 through 1988-
89. Current law makes no appropriation of tidelands oil funds for school
construction after 1984-85.

We have no analytical basis on which to determine the amount of tide-
lands oil revenues which should be appropriated to the Lease-Purchase
Fund during the budget year or any subsequent fiscal years. This is a policy
decision for the Legislature to make, based on its priorities regarding use
of limited state funds. Accordingly, we make no recommendation on this
issue.

b. Constitutional Amendment Needed

We recommmend the enactment of legislation to place a constitutional
amendment on the November 19584 ballot authorizing local voters to assess -
special property tax rates to fund debt service for local school construction
bonds.

In our Analysis of the 1983-84 Budget Bill; we recommended that the
Legislature enact legislation to place on the ballot a constitutional amend-
ment authorizing voters to approve special property taxes in order to fund
debt service for local school construction bonds. We once again make this
recommendation. Our analysis continues to indicate that current methods
of funding school construction (1) fail to provide sufficient funds to meet
district needs in a timely manner, and (2) fail to distribute equitably the
burden of paying for new school facilities.

As explained earlier, Proposition 13 effectively eliminated the ability of
local school districts to levy additional special property tax rates to pay off
new bonds or loans, thereby severely limiting districts’ access to funds
needed for school building construction. Consequently, school districts
now must rely upon the State School Building Lease-Purchase program to
finance virtually all of their capital outlay needs. ‘

School districts frequently complain about various aspects of the Lease-
Purchase program, including the amount of paperwork involved in filing
an application and the restrictiveness of the program. More importantly,
however, the current method of financing school construction (1) does
not generate sufficient funding to meet district needs and (2) does not
distribute the burden of paying for new school facilities in an equitable
manner.

Current Mechanism Does Not Provide Sufficient Funding to Meet Dis-
triets’ Needs. A major reason why the current method of financing
school construction does not provide for the facility needs of all districts
is that it is not geared to the life of the facilities themselves. Currently, the
state must provide funds for the entire cost of school construction projects
within approximately three years of their initiation. These facilities,
however, often last 50 years. Such long-lived assets can and should be
financed over their usegﬂ life. This would ensure that those benefitting
from these structures in the future pay part of the cost of constructing
them, rather than allowing the entire burden to fall on today’s beneficiar-
ies.

The inadequacy of present funding sources to provide for the school
construction needs in the state points out the desirability of developing
additional funding sources for school construction.
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Burden of Financing School Construction is Not Distributed Equitably.
The present method of financing school construction is inequitable be-
cause it requires all citizens of California to pay for school facilities which
primarily benefit the residents of particular local school districts. Often,
this results in taxpayers paying twice for school facilities: first, through
their local property tax payments to pay off loans or bonds issued prior to
1978 to finance their own school facilities and, second, through the state
budget to pay for facilities serving residents of other districts. In some
cases, the recipients of this subsidy are located in growing and economical-
ly vigorous communities (hence the need for new facilities), while the
subsidy providers are located in stagnant or declining communities. This
does not seem to be consistent with the ability-to-pay doctrine that forms
the basis for much of the state’s tax system.

- Recommmendation. For these reasons, we believe that a new reve-
nue source needs to be developed to finance school construction. Specifi-
cally, we believe that local school districts should be given the authority
(subject to local voter approval) to assess a special property tax in order
to amortize bonded debt issued to finance school construction. This fi-
nancing mechanism would have the following advantages:

+ It would provide local school districts with an opportunity to raise
substantiaﬁ) amounts of money for new construction within a short
period of time. This would allow districts to finance a substantial
gortion of their unfunded school construction needs in a relatively

rief period of time. -

« It would provide districts with the opportunity to conduct long-range
planning as well as with greater flexibility, by allowing them either to
construct new facilities or to rehabilitate existing facilities, depending

~ on the costs and benefits of each alternative.

-« It would increase incentives for each district to choose the most cost-
effective solutions to its school facilities needs.

« It would avoid having some communities subsidize others, by provid-
ing for the beneficiaries of school construction projects to pay the cost
of these projects themselves.

o It would make local school districts more accountable to those they

serve, because voter approval would be necessary before bonds could

be sold. ,
One potential drawback of this option is that it might provide only
limited assistance in those districts in which school overcrowding is a
problem only in certain areas within the district. Under these circum-

_stances, it is not clear whether voters in the district as-a whole would

approve a: bond measure for school construction which would primarily
benefit residents in only one part of the district. Another potential draw-
back to this option is that the courts might strike it down as a violation of
the Serrarzo v. Priest decision. Specifically, the courts might hold that the
new property taxes raised are subject to equalization. ,

Our analysis, however, indicates that this option for financing school
construction offers far more advantages to the public and state govern-
ment than disadvantages. Accordingly, we recommend that the Legisla-
ture enact legislation placing such a constitutional amendment on the
November 1984 ballot. ‘
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2. Deferred Maintenance

Funds from the State School Deferred Maintenance Fund are provided
on a matching basis to school districts for (1) deferred maintenance or (2)
elimination of asbestos-related health hazards. The State Allocation Board
apportions to each school district one dollar for every dollar of local funds
contributed to the district’s deferred maintenance funds. The amount of
this apportionment is limited to a maximum of one-half of 1 percent of the
district’s total general fund budget (excluding capital outlay).

In cases of extreme hardship, districts may qualify for a one-year in-
crease in apportionments for deferred maintenance, to be offset by reduc-
tions in apportionments in future years. In order to qualify for a “hardship
apportionment,” a district must have deposited at Es-ast one-half of 1 per-
cent of its general fund budget (the maximum amount matched by state
funds) in its deferred maintenance fund. Hardship funds may be provided
if total state and local funds are insufficient to complete a critical project
which, if not completed in one year, would result in serious damage to the
remainder of a school facility or a serious hazard to the health and safet
of students. Total funds provided by the State Allocation Board for har(i
ship apportionments may not exceed 5 percent of the funds transferred
into the State School Deferred Maintenanee Fund during the fiscal year.

Funding for the State School Deferred Maintenance Fund is provided
from “excess repayments”’—the amount of school district payments on
State School Building Aid loans which exceed the amount needed to serv-
ice state school construction bonds issued under that program. Of the total
amount of “excess repayments” received in each fiscal year, the State
Allocation Board transfers to the State School Deferred Maintenance
Fund the maximum amount which can be apportioned to school districts
under current law. The balance of these funds is transferred to the State
School Building Lease-Purchase Fund. :

The budget indicates that in 1983-84, excess repayments will total $81,-
260,000. Of this amount, the budget indicates that approximately $65 mil-
lion will be apportioned to school districts for deferred maintenance in the
current year, and approximately $16 million will be transferred to the
Lease-Purchase Fund for construction apportionments.

The budget further indicates that the full amount of anticipated “excess
repayments”—$87,858,000—will be transferred to the State School De-
ferred Maintenance Fund in 1984-85. Based on provisions of current law,
however, we estimate that a large portion of these funds cannot be used
for deferred maintenance. Our analysis indicates that the maximum
amount of deferred maintenance apportionments to school districts will
not exceed approximately $63 million in the budget year ($60 million for
regular deferred maintenance; plus $3 million for hardship apportion-
ments). Consequently, if the full amount of “excess repayments” is.trans-
ferred to the Deferred Maintenance Fund, as the budget proposes, a
minimurn of $25 million will remain unspent. This money could, however,
be used for new school construction under the Building Lease Purchase
Program. :
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a. Hardship Apportionments Increase Justified

We reeommend that the Legislature adopt budget bill language permit-
ting the State Allocation Board to reserve an amount, not to exceed 10

-percent of the funds transferred to the State School Deferred Maintenance

Fund from any source during 1984-85, for “hardship apportionments” to
school districts.

‘The maximum apportionment from the State School Deferred Mainte-
nance Fund, when matched by district contributions, will provide a school
district writh an amount equal to 1 percent of its general fund budget for
the year. For many small school districts, this amount is not sufficient to
fund major expenditures such as the replacement of a roof or heating
system. School districts may file applications with the State Allocation
Board for hardship apportionments if additional funds are needed to re-
pair critieal problems which could result in further damage to the building
or a serious hazard to the health and safety of students. The hardship
apportioniments are, effectively, interest-free advances on future deferred
maintenance apportionments.

During 1982-83, AB 28X (Ch 10X/83) reduced the total amount appor-
tioned to school districts for deferred maintenance to $37 million. As a
result, no funds were provided for hardship apportionments during that
year. '

As of December 31, 1983, the State Allocation Board (SAB) had on file
84 applications for hardship apportionments requesting $4.7 million—in-
cluding $2.6 million in applications that were submitted but not funded
during 1982-83. The SAB anticipates that it will receive applications for at
least an additional $2.1 million by the final filing date for the current fiscal
year—bringing total requests for hardship apportionments during 1983-84
to $6.8 muillion. .

Our review of hardship applications on file with the SAB in January-1984
indicates that nearly all of them are from small rural school districts,
including many one-school districts. Most requests are for funds to repair
roofs, heating systems, plumbing, and water systems, and to repair dam-
ages resulting from the storms and heavy rains of the past two winters.

Because current law limits the total amount provided for hardship ap-

- portionments during each year to 5 percent of the total funds transferred

into the State School Deferred Maintenance Fund, the State Allocation

‘Board has estimated that the total appropriation for hardship apportion-

ments during 1983-84 will be approximately $3 million. As a result, approx-
imately $3.8 million in critical deferred maintenance needs will remain
unfunded at the end of the current year. .

As noted, the budget indicates that the full amount of excess repayments
—$87,858,000—will %e transferred into the State School Deferred Mainte-
nance ‘Fund. Under current law, however, the State Allocation Board,
rather than the Budget Act, specifies the amount of excess repayments
which are transferred to the Lease-Purchase Fund and the Deferred
Maintenance Fund. Generally, the SAB transfers into the Deferred Main-
tenance Fund only an’amount equal to the maximum apportionments
which may be made from the fund under current law. For 1984-85, this
amount will be approximately $63 million, including an estimated $60
million for regular matching apportionments and $3 million for hardship
apportioriments. S ‘

Our an alysis indicates that the amount reserved for hardship apportion-
ments should be increased in the budget year to 10 percent of transfers

into the State School Deferred Maintenance Fund, for the following rea-
sons:
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¢ There is a large backlog of unfunded applications for hardship appor-
tionments.

« If funds are not provided to complete needed repairs, serious damage
to school facilities may result in increased deferred maintenance costs
at a later date.

o The full amount of hardship apportionments will be “repaid” through
subsequent reductions in deferred maintenance apportionments to
school districts.

The effect of increasing to 10 percent the share of the Deferred Mainte-
nance Fund reserved for hardship apportionments, as we recommend,
would be to increase by approximately $3 million the amount of excess
repayments transferred into the Deferred Maintenance Fund, and de-
crease by the same amount the balance transferred tothe Lease-Purchase
Fund. The $87.9 million in excess repayments would be distributed as
follows: (1) approximately $60 million for regular deferred maintenance
apportionments, (2) $6 million for hardship apportionments, and (3) ap-
proximately $21.9 million for lease-purchase apportionments. ‘

Accordingly, we recommend adoption of the following Budget Bill lan-
guage: :

“Notwithstanding the provisions of Section 39619.5 of the Education

Code, the State Allocation Board may reserve an amount not to exceed

10 percent of the funds transferred from any source to the State School

Deferred Maintenance Fund during 1984-85, to be used for apportion-

ments to school districts in instances of extreme hardship, as defined in

Section 39619.5 of the Education Code.”

3. Department of Education—School Facilities Planning: (Item 6100-001-344)
We recommend approval.

The budget includes $596,000 from the State School Building Lease-
Purchase Fund for support of the School Facilities Planning Unit in the
Department of Education. This is an increase of $92,000, or 18 percent,
over estimated 1983-84 expenditures for this purpose. This increase in-
cludes (1) $75,000 to assist and monitor the statewide compliance by
school districts with federal asbestos health standards and (2) an increase
of $17,000, or 3.4 percent, in support for the ongoing activities of the School
Facilities Planning Unit.

Federal law requires all public and private elementary and secondary
schools to: (1) identify building materials which contain friable (crumbly)
asbestos,. (2) maintain records and notify employees of the location of
asbestos-containing materials, (3) provide custodial employees with in-
structions for reducing exposure to asbestos, and (4) notify their parent-
teacher associations of the inspection results. Schools were required to
have been in compliance with these requirements by June 28, 1983.

The Department of Education has indicated that many school districts
did not meet the deadline for compliance with the federal requirements
and will still not be in compliance by the end of the current fiscal year.
The budget proposes to provide funding for one consultant position, sup-
port staff, travel, and related expenses to assist school districts in their
efforts to comply with state and federal law regarding asbestos and other
toxic building materials. o

As part of its ongoing operations, the School Facilities Planning Unit also
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provides consulting services to local school districts. Among the types of
assistance provided are (1) planning for new school facilities construction
or renovation of existing facilities, (2) evaluation of existing facilities, and
(3) finaneial planning for school construction..

Our analysis indicates that the amount proposed in the budget is needed
to support the unit’s ongoing responsibilities and its expanded efforts
relating to asbestos and toxic building materials. Accordingly, we recom-
mend approval of the request as budgeted.

. 4. Alternatives to School Construction (Item 6100-224-001)

As described earlier in our overview of recent school reform legislation,
the Legislature in 1983 established two different programs to provide
incentive payments for school districts using alternatives to the construc-
tion of new school facilities in meeting their space needs:

o Senate Bill 813 (Ch 498/83) establishes payments to school districts of
$25 per pupil for every pupil in a school which is operated on a
year-round II?)asis because of overcrowding. .

o Senate Bill 81 SCh 684/83) provides incentive payments for school
distriets to use alternatives to new construction (including year-round
schools) to reduce or eliminate their need for new school facilities.

The specific provisions of these two programs were discussed previously
‘in detail in the overview of SB 813.

Senate Bill 813, as adopted by the Legislature, contained an appropria-
tion of $7,687,000 from tﬁe General Fund to provide incentive payments
for year-round schools in 1984-85. The Governor vetoed the funding for
this program. Senate Bill 81 provides that funds for a different program
of incentive payments—for school districts using alternatives to new con-
struction——are to be transferred from the amount of “excess repayments”
in the State School Building Aid program. This provision would therefore
reduce the amount of funds which would otherwise be made available to
the State School Deferred Maintenance Fund and the State School Build-
ing Lease-Purchase Fund.

Budget Proposes to Fund SB 81 Program. The budget proposes to
appropriate $7,687,000 from the General Fund to provide incentive pay-
ments to school districts using alternatives to new construction, as pro-
vided by SB 81. The budget trailer bill provides that these funds are to be
appropriated from the General Fund, rather than from *“excess repay-
ments” revenues, as provided by SB 81. The Budget Bill specifies that this
appropriation for incentive payments will be the only allocation for incen-
tive payments for year-round schools. The effect of the budget proposal
is to provide a General Fund appropriation, in an amount intended by the
Legislature to fund the SB 813 incentive payments for year-round schools,
to %und instead the incentive payments provided by SB 81.

Conseqzrrences. For those school districts which are experiencing
overcrowding and which could apply for incentive payments under the
provisions of either SB 81 or SB 813, the major consequences of the bud-
get’s proposal to only fund SB 81 would include the following:

e Only those school districts which reduce their applications for new

- school facilities will be eligible to receive incentive payments. These

paymsents will be based on the number of units of estimated average
daily attendance (ADA) (1) served by the alternatives to new con-
struction and (2) reduced from the districts’ facilities applications.

o School districts will receive incentive payments for using any option
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which reduces the need for new school facilities. These options may
include (1) the use of double sessions or an extended school day, or
(2) the use of leased facilities in nearby school districts or privately-
owned facilities within the district.

¢ School districts will receive incentive payments of approximatel
$236, $322, and $366 per unit of elementary, junior hi E, and higﬁ
school ADA, respectively, if the ADA are accommodated by an alter-
native to new construction. These estimates are based on current
construction and interest costs, and may increase in future years. -

e School districts will not receive the payments envisioned by SB 813—
$25 per pupil for every pupil attending a year-round school.

» A school district which used an alternative to new construction during
1982-83, but did not file a facilities application with the State Alloca-
tion Board on or before July 1, 1983, will not be eligible to apply for
incentive payments based upon the number of ADA units accom-
modated by the alternative used during 1982-83.

Overbudgeting For Incentive Payments

We recommend that the amount budgeted for incentive payments for
utilizing alternatives to new construction be reduced by $3,840,000, be-
cause these funds are in excess of the maximum amout needed to provide
the apportionments specified in the appropriation. (Reduce Item 6100-
224-001 by $3,540,000.) :

For incentive payments to school districts utilizing alternatives to new
construction, the budget proposes an amount equal to the appropriation
initially provided by the Legislature (and subsequently vetoed by the
Governor) in SB 813. This amount, however, was calculated based on a
different incentive program for year-round schools. Our analysis indicates
that the funding level proposed in the budget exeeds the likely require-
ments for the alternative program of incentive payments provided by SB
81.

In order to receive incentive payments under the provisions of SB 81,
a school district must reduce its application for new facilities by the num-
ber of units of ADA to be accommodated by alternatives to new construc-
tion, and submit an application to the State Allocation Board for payments
based upon that number of units of ADA. The SAB must report the total
amount of incentive payments due to each school district by December
15, 1984, for apportionments in the budget year.

School districts must have applications for construction funds on file
with the SAB in order to establish eligibility for incentive payments under
the provisions of SB 81. In most cases, districts have already made a sub-
stantial investment in the application and planning processes for construc-
tion of new schools. Consequently, there is likely to be some delay before
school districts request incentive payments. First, they will reassess their
plans and determine the number of students that can be accommodated
by alternatives to new construction, and the amount of ADA to be reduced
from facilities applications. Such a reduction, moreover, will in most cases
require substantial modifications to the plans for the facilities to be built.
Given these delays, it is highly unlikely that applications for incentive
payments, which must be approved by the State Allocation Board before
December 15, 1984, in order to result in payments during the budget year,
will request funds for more than 15 percent of the ADA upon which
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current applications for school facilities are based. ; :

The State Allocation Board indicates that the amount of ADA upon
which current applications for new school facilities are based is approxi-
mately 83,000. If school districts (1) accommodate 15 percent of this num-
ber through alternatives to new construction and (2) reduce their
applications for new school facilities by the same amount of ADA, total
incentive payments to those districts will be approximately $3,847,000 in
1984-85 (based on average payments of $300 per ADA).

We think this is a more realistic basis for budgeting for incentive pay-
ments for alternatives to new construction, and accordingly we recom-
mend that the requested amount be reduced from $7,687,000 to $3,847,000.
This will result in a savings of $3,840,000 to the General Fund.

5. The Civic Center Act

The Civie Center Act (Ch 1502/82) specifies that each public school
facility is-a eivic center which shall be made available to a broad range of
community and student groups, public agencies, and churches, for activi-
ties which do not interfere with the use of the facilities for school purposes.

The act provides that districts may charge fees to reimburse their costs
associated with providing facilities for activities or organizations. The act
s%ecifies that maximum fees may be charged, or minimum fees shall be
charged, for four categories of activities or groups:

o Maximeim fee equal to direct costs—may be charged student clubs or
organizations, fundraising activities where proceeds are expended for
the welfare of pupils, parent-teachers associations, school-community
advisory councils, camp fire girls and boy scouts, senior citizens orga-
nizations, public agencies, organizations or clubs organized for cul-
tural activities and general character building or welfare purposes, or
mass care and welfare shelters during disasters or other emergencies.

o Minimum fee required equal to direct costs—shall be charged chur-
ches or religious organizations using school facilities for the conduct
of religious services for temporary periods. :

o Fee required equal to fair rental value—shall be charged entertain-
ments or meetings where admission fees are charged and the pro-
ceeds are not spent for the welfare of pupils or for charitable purposes.

o Maximeum fee permitted equal to direct costs or fair rental value

- —may be charged all other activities, with fees to be determined by
local school board policy.

Direct costs are defined as the costs to the school district of supplies,
utilities, janitorial services, or employee salaries which are necessary be-
cause of an organization’s use of school facilities. Fair rental value is de-
fined as the direct costs to the district, plus the amortized costs of the
school facilities used for the duration of the activity authorized.

a. Report on School District Fee Policies.

The Civie Center Act requires the Legislative Analyst to report, prior
to March 1, 1984, on the practices of school districts with regard to fees
charged under the act’s provisions. In compliance with this requirement,
last fall we conducted a survey based on a stratified, random sample of 50
school districts throughout the State. We obtained responses from 47 (or
94 percent) of the districts surveyed. These districts account for 1,242,000
ADA—or 30 percent of the statewide total.

The results of this survey are summarized in Table 40.
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Table 40

Civic Center Act
Fees Charged For Use of School Facilities

1983-84 .
Percent of Districts Reporting Fees
Less  Fgual Greater
Less FEqual Than to  Than
Than to  Fair Far Far
Direct Direct Rental Rental Rental
Type of Organization or Activity No Fee Cost Cost Value Value Value
I. Maximum fee permitted, equal to direct costs:
Student clubs %% 2% . 2% — — —
Fundraising for pupils 63 17 17 — — 2
PTAs . 93 — 7 — — —
School-community advisory councils........cuuuue.n. 98 _ 2 — — —
Campfire, Boy Scouts, and Girl Scouts. e 83 7 9 — 2%
Senior citizens 68 7 22 - 2% -
Other public agencies 46 11 37 2 4% —
Groups for cultural activities and general wel-
fare 30 9 50 28 9*° —
Mass care emergency Shelters :........omsmreses 85 5 10 - - —
II. Minimum fee required, equal to direct cost:
Churches or religious organizations ................. 12°  10® 2 8 48 2

1II. Fee required, equal to fair rental value:
Fundraising not for pupils or charitable pur-
poses 2°  3° 3 s5° 33 5
IV. Maximum fee permitted, equal to costs or fair :
rental value
Fundraising for charitable purposes...........co..... 36 7 48 — 7 2°
Organizations or activities not specified above 10 13 16 6 52 3¢

® Districts reporting fees greater than maximum provided by Civic Center Act.
Districts reporting fees Jess than minimum provided by Civic Center Act.

Our review of the survey responses indicates that nearly all districts
report charging fees equal to or less than the amounts permitted by the
Civic Center Act. A number of districts (9 out of 47 districts responding)
may be charging churches or religious organizations an amount less than
their direct costs—the minimum fee required by current law.

Table 41 shows that, for all types of activities, larger school districts
(over 13,000 ADA) were more likely than smaller districts to charge fees.
Of smaller districts, 60 percent report charging fees for some activities,
while 89 percent of larger districts report charging some fees. Only 14
percent of smaller districts and 21 percent of larger districts reported
charging fees for the use of school facilities by boy scouts, girl scouts,
PTA’s, student clubs, or similar organizations for activities other than
fundraising. The number charging fees for fundraising activities to benefit
pupils represented 63 percent of larger districts, but only 14 percent of
smaller dFi)stricts. _

b. Conclusion _

In our survey of school districts’ fee practices, we have identified no
major problems which would require action by the Legislature at this
time. Accordingly, these survey results are presented, in compliance with
the requirements of the Civic Center Act, without specific recommenda-
tions for legislative action.
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Table 41
- Fees Charged by Large and Small Districts
1983-84 BT
28 Smaller 1.9 Larger
Number of Districts Reporting: ' Districts® Districts® .
Fees charged for one or more types of activities 60% 89%
Fees charged for PTAs, boy scouts, girl scouts, student clubs, etc. ........... 14 21
Fees charged for fundraising to benefit pupils 14 63

4 Under 13,000 ADA.
b Over 13,000 ADA.

C. CHILD NUTRITION (ltems 6100-101-945, 6100-201-001, and 6100-201-890)
"The department’s Office of Child Nutriton Services administers the

state child mutrition program. The office also supervises the federally- -

funded National School Lunch and Breakfast Programs and Child Care
Food Program. These programs assist schools in providing nutritious meals
to pupils, with emphasis on free or reduced-price meals to children from
low-income families.

Funding for Child Nutrition Programs. Table 42 summarizes fund-
ing for child nutrition programs in the prior, current, and budget years.

Table 42
Funding for Child Nutrition Programs
1982-83 through 1984-85
(in thousands)
Actual ~ Estimated  Proposed Change
1982-83 1983-84 1984-85  Amount  Percent
State Operations

General fund $1,295 $1,301 $1,341 $40 3.1%
Federal funds....... 3.997 5,266 5,706 440 84
Reimbursements : 10 — —_ — —
SUBLOLAS ... e ervvrrreuemmmseernamsesesrmmsnsssenes $5,302 $6,567 $7,047 $480 7.3%
Local Assistance -
General fund .....eeeeecenrrensierisensne $25,734 $26,803 $27.607 $804 3.0%
‘Fedeal funds......oeeenicennennreennins 321,111 323,671 322,590 —1,081 -03
Subtotals $346,845 $350,474 $350,197 —$277 -0.1%
$352,147 $357,041 $357,244 $203 0.1%

The table shows that child nutrition programs are supported primarily
by federal funds. The budget proposes an increase of $480,000, or 7.3
percent, for state operations, an(f a decrease of $277,000, or 0.1 percent, for
local assistarace. These changes are explained in the followmg analyses of
the state and federal child nutrition programs.

1. State Child Nutrition Program (ltems 6100-101-945 and 6100-201-001)
We withh old recommendation on $27,607,000 requested for the child
nulrition program, pending receipt of addztzonal information on the pro-
Jected number of meals to be served,
The state child nutrition program provides a basic subsidy from the
General Fund for each meal served by public schools, private nonprofit
schools, and child care centers to pupils eligible for free and “reduced-
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price” meals (generally, low-income pupils).

~ The budget proposes $27.6 million to fund the state child nutrition
subsidy in 1984-85, an increase of 3 percent over the current year. This
amount assumes that approximately the same number of meals will be
served in 1984-85 as were served in 1983-84, and provides for a 3 percent
inflation adjustment.

Current law provides that the state meal reimbursement rate is to be
adjusted for inflation, based on the “food away from home” component
of the Consumer Price Index for San Francisco and Los Angeles. This
would require a COLA of 4.1 percent in 1984-85, or an augmentation to
the budget of $294,000.

The Department of Education indicates that additional information on
meals served during the current year will be available in February 1984,
thereby facilitating a revised projection of the number of meals eligible
for the state subsidy in 1984-85. We will review this information and report
on its implications for funding the state child nutrition program during the
budget hearings.

2. Federal Child Nutrition Program (ltem 6100-201-890)

We recommend approval.

As shown in Table 42, the budget proposes an appropriation of $323
million from the Federal Trust Fund for local assistance in 1984-85, ap-
proximately the same amount as estimated expenditures in the current
year. The budget also proposes $5.7 million in federal funds for state
operations, an increase of 8.4 percent over the current-year level. This
includes $306,000 to establish 5 new positions to bring the department into
compliance with federal requirements concerning the auditing of child
nutrition programs. ‘

Our review indicates that these federal funds will be expended for
appropriate purposes and, consequently, we recommend approval of the
funds as budgeted.

IV. NON-K-12 EDUCATION PROGRAMS
This section analyzes those programs administered by the Department
of Education which are not a part of the K-12 education system. These
include Youth Programs, Adult Education, and the Office of Surplus Prop-
erty.

A. YOUTH PROGRAMS o

Table 43 summarizes funding in the prior, current; and budget years for
youth programs. These programs include Preschool, Child Care, Foster
Youth Services, and the Youth Suicide Prevention Program.

The budget proposes a total expenditure of $287,210,000 for state opera-
tions and local assistance in connection with youth programs during 1984-
85—an increase of $16,613,000, or 6.1 percent, over estimated expenditures
during the current year. Funding for these programs is discussed in great-
er detail in the following analysis.
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Table 43

Funding for Youth Programs
1982-83 through 1984-85
(in thousands)

Actual  Estimated  Proposed Change
1982-83 1983-84 195485  Amount ~Percent

State Operations

Preschool $394 $343 $357 $14 4.0%
Child Care.............. 3,752 3,051 3,143 92 3.0
Youth Suicide Prevention ... — —_ 15 15 N/A
Subtotals ....cooiieneecsenrsriienn $4,146 $3,394 $3,515 $121 3.6%
Local Assistance’
Preschool ... ..ciccsissessssssns $30,269 $32,162 $33,126 $964 3.0%
Child Care.......ommmmmrsrssmnmmsssssssenes 220,329 234,282 249,487 15,205 6.5
Foster Youth Services ......ooouvvvvreveene 716 759 782 23 3.0
Youth Suicide Prevention .........eu.. — — 300 300 N/A
Subtotals i $251,314 $267,203 $283,695 $16,492 6.2%
TOLAIS convecvrrrererrsssmissssrsessnsssssssens $255,460 $270,597 $287,210 $16,613 6.1%
General Fund.........cveevrveenssrrerisinns $253,482 $268,099 $275,960 $7,861 29%
Federal funds......eoerrrecesnsinssvsin, 1,958 1957 1957 — —
Special Account for Capital Outlay ...... 20 541 — —541  -1000
Reimbursements ... roeeonsicesens — — 9293 9293 N/A

1. Preschool (ltem 6100-196-001)
We recormmend approval.

The State Preschool program provides educational and related services
in part-day programs for pre-kindergarten (four-year-old) children from
low-income families. Parent education and training are also provided for
the parents of enrolled children. Preschool programs are administered by
115 school districts:'which enroll 11,300 children and by 73 private non-
profit agencies and institutions of higher education which enroll 8,000
children. :

The presehool seholarship incentive program (Ch 795/75) provides
scholarships for both preschool teachers and aides, to assist them in con-
tinluing their professional development toward attainment of full creden
tials. :

Table 44 shows expenditures for the State Preschool program in the
prior, current, and budget years.

Table 44

State Preschool General Fund Expenditures
1982-83 through 1984-85
(in thousands)

Actual - Estimated Proposed Change
198283  1983-84  1984-85 Amount  Percent

State Operations. $394 $343 $357 $14 4.0%

Local Assistance . 30,269 32,162 33,126 964 3.0

Scholarship Incentive program .........e.weiee (175) (253) (261) (8) 3.0
Totals - $30,663 $32,505 $33,483 $978 - 3.0%

The budget proposes expenditures of $33,483,000 from the General
Fund for State Preschool in 1984-85—including $357,000 for state opera-
tions and $3:3,126,000 for local assistance. The proposed budget includes a
3 percent increase above estimated current-year expenditures for the
program. Our analysis of the budget request indicates that the amount .
proposed is mneeded to support current levels of service in the State Pre-

school program. Accordingly, we recommend that funding be approved
as budgeted.
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2. Child Care (ltems 6100-196-001 and 6100-196-890)

The Child Care and Development program’s major goals are to (1)
enhance the physical, emotional, and developmental growth of participat-
ing children, (2) assist families to become self-sufficient by enabling par-
ents to work or receive employment training, and (3) refer families in
need of medical or family support services to appropriate agencies.

The Office of Child Develoment (OCD) administers a variety of subsi-
dized child care programs. Over the years, several different program
structures have been established to target resources to specific popula-
tions and/or to address specific types of needs.

Funding. Table 45 summarizes state and federal funding for child
care services in the prior, current, and budget years.

Table 45
Child Care Services
Expenditures and Funding
1982-83 through 1984-85
(in thousands)

Actual  Estimated  Proposed Change
1982-83 1983-84 198485  Amount  Percent

Local Assistance:

General Child Care
Center Program—Public................ $118,512 $125,700 $129,473 $3,773 3.0%
Center Program—Private............. 40,110 43,295 44,595 1,300 30
Center Program—Title 22 ........ 7861 8,805 9,070 265 30
Family Child Care Homes ®. 4,826 4,132 4,957 125 3.0
County Child Care Services. 6,101 5,780 5,954 174 3.0
Canipus Children’s Centers 5,162 5,537 5,703 166 30
High School Age Parenting 4371 4,626 4,766 140 3.0
Migrant Day Care........o.... 7,614 7,952 8,132° 180 2.3
Special Allowance for Rent 365 388 400 12 3.0
Special Allowance for Handicapped 587 651 671 20 30
Alternative Payment Program® ...... 15,716 17,584 18,112 528 3.0
Resource and Referral®...........cceee 4813 5,111 5,264 153 30
Campus Child Care Tax Bailout...... 3,477 3,686 3,797 111 .30
Special allocation for hearing .......... —_ 8 — -8 —100.0
Employer-Sponsored Child Devel-
opment Programs....onnenns — 250 — —250 —100.0
Protective Services ..o eermmmmcrriner 794 78 — -8 —100.0
Child Care Capital Qutlay (carryov-
er) ... 20 699 — 699 - —1000
Subtotals $220,329 $234,282 $240,194 $5,912 2.5%
Child Care and Employment Act .. — — $9,293 ¢ $9,293 N/A
State Operations .......ccceccermecsnis $3,752 $3,051 3,143 92 3.0%
Totals $224,081 $237,333 $252,630 $15,297 6.4%
General Fund. $222,103 $234 835 $241,380 $6,490 28%
Federal funds 1,958 1957 1957 — —
Special Account for Capital Outlay .... 2 541 — —541 1000
Reimbursements ..............comrrisssronns : — — 9293¢ 9,293 —

® Formerly included under Alternative Child Care Programs.

b Includes $1,957,000 of federal funds and $6,175,000 of state funds. -

©AB 1162 (Ch 1282/83) increases child care fees paid by AFDC recipients. The Governor’s Budget
proposes to transfer an estimated $3,334,000 of this amount from the Department of Education to the
Department of Social Services to reimburse increased General Fund costs to the AFDC program.
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The bud get proposes a funding level of $249,487,000 for child care local
assistance—an increase of $15,205,000 over estimated current-year ex-
penditures—and $3,143,000 for state operations (an increase of $92,000) in
1984-85. The increases primarily reflect:

« An inerease of $6.9 million (3 perent) for a cost-of-living adjustment

in payments to child care agencies.

¢ Unspecified expenditures from reimbursements totaling $9.3 million,
which are anticipated as a result of AB 1162 (Ch 1282/83). (This
measure requires fees to be collected from AFDC recipients par-
ticipating in subsidized child care programs.)

e A decrease of $699,000 in one-time capital outlay funds carried over
into the current year which will not be available in 1984-85.

o A decrease of $328,000, reflecting the termination of state funding for
employer-sponsored child care and protective services programs
which are not a part of OCD’s ongoing. child care programs. ‘

Participation. Table 46 summarizes the scope of SDE child care
services for 1983-84. The table shows that 568 child care and development
agencies will provide services to an estimated 142,947 children in the
current year. The budget indicates an average daily enrollment (ADE) in
child care programs during the current year of 51,394—a reduction of
2,184, or 4.1 percent, below the 1982-83 ADE level.

Table 46

Child Development Services
Estimated Number of Agencies, Sites, and Children
1983-84

Programs . Agencies : Sites , Children
Center Prograrm—Public ..o S 108 479 69,889
Center Program—Private ..o 184 297 24,955
Center Program—Title 22 .....ocmnrvrnsisrsnnnns 57 72 6,172
Family Child Care Homes...........ccmsssrreccernn 21 N/A? 3,325
County Child Care Services .........ocerumininn 32 N/A® 10,917
Campus Children’s Centers.......ivciveiecrsennnes 50 76 6,492

High School Agee Parenting ........ierccrreeniionsenss 49 59 2,202
Migrant Day Care 27 49 7,482
Alternative Payment Program ........c.c.renececrnee 40 — 11,493

Totals..ouveon 568 1,033 142,947

2 Not Available

Employer-Sponsored Child Care. The 1983 Budget Act reappro-
priated $250,000 of child care and development local assistance funds for
the development of employer-sponsored child care programs. The OCD
established contracts with 12 child care resource ancF referral agencies to
provide assistance in developing employer-sponsored child care services
in local communities. Each contractor is expected to have established at
least’ one ernployer-sponsored child care program by October 1, 1984.
Language contained in the Supplemental Report to the 1983 Budget Act,
declared the Legislature’s intent that these programs be fully self-support-
ing by the 1984-85 fiscal year. Accordingly, the budget proposes no funds
for this program in 1984-85.
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Protective Services. During 1983-84, OCD will complete the ex-
penditure of funds initially appropriated by Chapter 209/80 to provide
Erotective child care services for children who have been identified as

eing (or at risk of being) neglected, abused, or exploited. In some coun-
ties, these funds have been used to purchase services from family day care
homes and. child care centers in which employees have received training
to provide specialized child care for children in need of protective serv-
ices. In other counties, these funds have been used to purchase general
child care services from child care providers able to accommodate addi-
tional children.

The budget proposes no funds for this program in 1984-85. Under cur-
rent law, however, children in need of protective services are granted first
priority to receive state- or federally-subsidized child care and develop-
ment services.

a. Fees For Child Care Services

Eligibility and fees for most child care services administered by the
Office of Child Development (OCD) are determined by a family fee
schedule which takes into account family size and income. In order to
establish eligibility for subsidized child care services, a family must have,
at the time of application, a gross monthly income at or below 84 percent
of the state median income. Families with incomes below 50 percent of
the state median pay no fees for child care, while families with incomes
between 50 percent and 100 percent of the median pay fees on a sliding
scale ranging from 50 cents to $12 a day. Families may continue to receive
services until their incomes reach 100 percent of the state median (for a
family of four—$2,216 monthly or $26,592 a year). No fees are charged for
the state Preschool or School Age Parenting and Infant Development
programs.

In accordance with the Supplemental Report to the 1983 Budget Act,
OCD adopted a revised family fee schedule which became effective Janu-
ary 1, 1984. The new family fee schedule, which is reflected in the figures
just.noted, is based upon data from the Current Population Survey, adjust-
ed for family size. For a family of four, the new fee schedule resulted in
no fee increase for families below 70 percent of the state median income,
and increases of from 1 percent to 20 percent for families with incomes
between 71 percent and 100 percent of the state median.

b. Attempts to Increase Revenues From AFDC Families .

. Pursuant to the provisions of the trailer bill (Ch 323/83) to the 1983
Budget Act, AFDC and SSI/SSP grants are now considered as part of gross
income for the purpose of determining fees to be paid by families utilizing
state subsidized child care services. Prior to July 1, 1983, these recipients
paid no fee, regardless of income. Because most families lose their eligibili-
_ty for AFDC or SSI/SSP benefits before their total income (earnings and
welfare payments) is high enough to be charged any fees for child care,
~ this change has had little effect on the total amount of fees collected by
child care agencies. ’

During 1983, the Legislature also enacted Ch 1282/83 (AB 1162), which
attempts to increase the amount of child care fees collected from AFDC
recipients in an effort to increase federal reimbursements. Specifically,
the act requires the Superintendent of Public Instruction to adopt regula-
tions and procedures to collect child care fees from families receiving
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AFDC, equivalent to the amount of “income disregard” for child care
provided in the AFDC program. .

AFDC Ineome Disregard. Under current regulations, families
which receive AFDC are charged fees for subsidized child care services,
based on their monthly incomes. Most AFDC families pay no fee for child
care services provided through the Office of Child Development. AFDC
recipients with earned income can, however, be reimbursed for up to 100
percent of the cost of work-related child care through increases in their
AFDC grants. The increase in the grant results from the fact that child
care expenses of up to $160 per child per month are subtracted from
earnings (“disregarged”) before calculating the grant. Other “disregards”
are also applied to arrive at net earned income, which is then subtracted
from the maximum payment level for the appropriate size family to arrive
at the actual AFDC grant.

Legislative Clarification Needed

We recommend that the Legislature adopt Budget Bill language speci-
fying how child care fees collecied from AFDC parents under the provi-
sions of AB 1162 shall be allocated.

Assembly Bill 1162 requires the Superintendent of Public Instruction to
-establish regulations which will require AFDC families receiving child
care to pay a fee equal to the maximum amount of child care expenses
which can be disregarded from income in calculating the family’s AFDC
grant. This fee will be charged regardless of the fee which would other-
wise be applieable, based on the family’s total income.

Table 47

~ Hypothetical Example of
AFDC Grants, Child Care Payments, and
Spendable Income for a Family of Three °

Child Care ) Child Care
Fees Based on Fees Equal to
Monthly Income Income Disregard
(Prior to AB 1162) (After AB 1163}
Earnings Calculation:
After tax earnings .. $500 $500
Income Disregards:
Work-related expenses =15 -75
"Child care expenses 0 ~160
Net Earnings.... $425 $265
AFDC Grant Calculation:
AFDC Maximum A.id Payment® $526 $526
Net earnings . —425 .“.%5__
AFDC Grant.... $101 : $261
Total Spendable Income® $526 » $526

® These calculations are based upon a family of three which includes one parent who has been working
for more than four months, one child receiving OCD-subsidized child care, and a second child not
receiving subsiclized child care. These calculations do not reflect delays which may occur between
the time expenditures are incurred and AFDC grant amounts are adjusted accordingly. Similar
calculations for the first four months of the parent’s employment would indicate spendable income
of $687 prior te AB 1162 and $634 after AB 1162.

b Based on the Maximum Aid Payment for a family of three in 1983-84.

° Net earnings plus AFDC grant. e .
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For example, as indicated in Table 47, an AFDC family of three with
after tax earnings of $500 per month would pay no fee for child care under
current regulations. Under the provisions of AB 1162, however, this family
would pay $160 for child care. This amount, however, would not reduce
the family’s net income; the increased fee would be fully offset by an
increase of $160 in the family’s AFDC grant (assuming tﬁe‘ parent had
been working for more than four months, and ignoring any delay between
expenditures and AFDC grant adjustments).

The intent of AB 1162 was to increase the fees paid to support subsidized
child care (nearly 100 percent General Fund-supported) at the expense
of AFDC grants (50 percent federally funded). In other words, because
the cost of AFDC grants is shared equally by the state and federal govern-
ments, half of the fee increase would be paid by the federal government.
The increased General Fund costs to the Department of Social Services,
representing the state’s share of the AFDC grants, would be reimbursed
by an offsetting decrease in funds appropriated to the Department of
Education for child care services. As discussed in greater detail below,
however, our analysis indicates that it will be difficult to implement this
measure in accordance with legislative intent.

At the time this Analysis was prepared, the Department of Education
was preparing regulations to implement the provisions of AB 1162 regard-
inﬁ AFDC parent fees. The department anticipates that these regulations
will take effect July 1, 1984.

The Governor’s Budget. The budget assumes that during 1984-85,
an average of 4,840 AFDC families per month will be charged an average
of $160 for state-subsidized child care. Because the amount of an AFDC
recipient’s grant is not adjusted until two months after she or he incurs
child care expenses, the budget assumes 12 months of child care fee collec-
tions by the Department of Education, and 10 months of increased AFDC
payments by the Department of Social Services. It is estimated that this
will result in increased General Fund costs to the AFDC program of
$3,334,000. The budget indicates that this amount will be transferred from
the Department of Education to the Department of Social Services.

The budget estimates that the Department of Education will receive
reimbursements from additional child care fee collections totaling $9,293,-
000 during 1984-85. This amount includes the state’s share of increased
AFDC grants, which will be paid by the Department of Sccial Services and
reimbursed by the Department of Education, $4,003,000 in federal funds,
$407,000 in county funds, and $1,549,000 in estimated payments by AFDC
recipients which are not offset by AFDC grant adjustments during the
buaget year because of the two-month lag.

Problems. Our analysis indicates that there are two major problems
gigl the implementation of the new AFDC parent fees, as reflected in the

udget.

« The budget does not specify how revenues collected from AFDC

parent fees shall be allocated, and

o The amount of AFDC parent fees collected may be overestimated in

the budget.

Provisions for Use of Fees -Unclear, As mentioned above, the
budget anticipates reimbursements of $9,293,000 from AFDC parent fees
- in 1984-85. This amount is included in the local assistance appropriation
for child care services in the Budget Bill. It is not, however, included in
the Budget Bill's allocation schedule for local assistance funds, and the
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budget makes no provisions regarding the expenditure of these funds.

The provisions of AB 1162 regarding the use of fees collected from
AFDC recipients produce a result which may be contrary to that intended
by the Legislature in enacting this measure. The act specifies that the
child care agrency collecting the fee shall keep 10 percent of the fee to
defer its collection costs, and that the State Department of Education shall
use the balance of these funds for local assistance. The funds are to be used
for additional services provided by the child care agency collecting the
fee, or transferred to local child care and employment funds (established
by other tprovisions of AB 1162) to provide child care services to partici-
pants in federal job training programs.

The act also provides, however, that SDE shall report to the Depart-
ment of Finamnce the full amount of fees collected from AFDC recipients.
The Department of Finance is then required to transfer from the General
Fund appropriation for child care services an amount equivalent to the
amount of fees collected. The amount transferred from the General Fund
child care ap propriation is to be used first to reimburse the department
of Social Services for increased AFDC costs. The balance is to be trans-
ferred to the General Fund, “to offset the amount appropriated . . . for
child care.” ' :

The contrary effect of these provisions may be best described with a
specific example. If $10 million in child care fees were collected from
AFDC recipients, $1 ‘million would be retained by child care agencies to
cover their collection costs. The balance, $9 million, would be used to (1)
expand child care services provided by the agencies collecting the fees
and/or (2) provide new child care services to participants in federal job
trainin f)rograms. In addition, the General Fund appropriation for a//
other child care services would be reduced by $10 million, with $5 million
of this amount transferred to the Department of Social Services as reim-
bursement for increased AFDC costs and the remaining $5 million repre-
senting a savings to the General Fund.

Thus, colleetion of $10 million in child care fees would result in:

o a General Fund savings of $5 million.

« a redistribution among child care programs of $10 million, and

¢ ‘a net decrease of $1 million in the total amount spent on child care

?ervices (this amount would instead be spent on collecting child care
ees).

We do not believe that this is what the Legislature intended when it
enacted AB 1162. Rather, we suspect that the Legislature intended to use
the proceeds of the fees, first, to reimburse child care agencies and the
Department of Social Services for their increased costs, and second, to
expand child eare services beyond the levels provided by the Budget Act
appropriation, and perhaps reduce General Fund costs for providing exist-
ing service levels as well. Thus, we believe the Legislature needs to specify
more clearly itsintent with respect to the disposition of any child care fees
collected. '

AFDC Parent Fees May Be Overstated. Assembly Bill 1162 provides
that regulations governing the collection of fees from AFDC recipients
“shall be designed to ensure that charging the payment does not result in
a significant loss in Ls{glendable income to the family.” Our review indicates
that, because of difficulties in designing and implementing regulations
which conform to this requirement, the total amount of AFDC parent fees
actually colleeted could be substantially less than the amount indicated in
the Governor’s Budget.
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Without information on a family’s eligibility for AFDC and its expected
grant, child care providers will not be able to ensure that charging a fee
will not result in some loss of spendable income. Whether the income loss
is significant would depend on the size of the fees charged and the charac-
teristics of the family involved.

The Department of Education faces several problems in its efforts to
implement the provisions of the act regarding AFDC parent fees:

¢ The actual amount of earned income to be disregarded can vary from
month to month if a family’s earnings or AFDC grant amount
changes. Child care agency staff will have to calculate how much each
family can pay and still be fully reimbursed by AFDC grant increases.
o AFDC grants are based on income and expenses two months prior to
the month in which the grant is received. Thus, child care expenses
would not be reimbursecgl through AFDC grant increases until two
months after they were paid, resulting in a loss of spendable income
to the AFDC recipient during the first two months fees are charged.
e During the first four months an AFDC parent is employed, at least
one-third of the costs of child care would not be offset by a corre-
sponding increase in AFDC grants. This is because federal law pro-
vides that an amount equal to $30 plus one-third of earned income
(net of child care and other work expenses) is disregarded when
calculating AFDC grants during the first four months of employment.
Because the child care expense disregard is subtracted first, paying
child care fees results in a decrease in the value of the “one-third”
. income disregard, resulting in a higher net earned income, and in
turn a lower AFDC grant.

It is possible that some families may choose to leave the AFDC program
rather than pay substantially increased child care fees. Because of the
two-month delay between child care expenditures and AFDC grant ad-
justments; a parent receiving a small AFDC grant may find that his or her
family’s spendable income during the first months that child care fees are
imgosed would be higher if he or she were to leave the AFDC program
and instead pay child care fees determined by his or her actual income.

The act does not provide any funds to the Department of Education for
the administration of this requirement. If, however, the calculations used
to determine family fees are complex and parents experience some loss in
spendable income as a result of the new fees, disputes and administrative
appeals are likely and may result in increased workload for SDE adminis-
trative staff. '

Recommendation. Because AB 1162 is unclear regarding the alloca-
tion of funds collected through AFDC parent fees, the Legislature needs
to determine how these funds will be allocated—if indeed any funds are
collected under this provision of the measure. Qur analysis indicates that
it would be reasonable to (1) use 10 percent of the fees collected to
reimburse the child care agencies collecting the fees and (2) reimburse
the Department of Social Services for the General Fund portion -of its
increased AFDC costs. The issue which the Legislature must also decide,
however, is whether the balance of these funds (approximately 40 percent
of the fees collected) should be used to increase child care services or to
generate General Fund savings, or some combination of the two. This is
a policy decision for the Legislature to make, in light of its priorities for
the expenditure of revenues generated by the act.
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Accordingly’, we recommend that the Legislature adopt Budget Bill
language speeifying that (1) 10 percent of the fees collected from AFDC
parents shall be used to reimburse child care agencies for the costs they
incur in collecting these fees and (2) the Department of Social Services
shall be reimbursed for the General Fund portion of increased AFDC
costs. We further recommend that the Legisf)ature specify in the Budget
Bill how the balance of the fees collected pursuant to subdivision (f) of
Section 8263 of the Education Code shall be allocated.

¢. Reimbursement Rate Factors

Child care and development agencies provide subsidized child care
services through contracts with OCD. These contracts specify for each
agency the maximum reimbursable amount (MRA) of program expendi-
tures and the expected levels of service in terms of average daily enroll-
ment (ADE) and days of operation. Assigned daily reimbursement rates,
which vary widely among agencies, are determined by dividing the max-
imum reimbursable amount by an adjusted number of full-time child days
of enrollment provided by a contracting agency.

The number of full-time child days of enrollment reported by an agency
is calculated by multiplying the number of children enrolled by adjust-
ment factors for (1) the number of hours of care each child receives daily
and (2) the enrollment of infants and children with special needs.

-Prior to the 1983 Budget Act, a full-time child day of enrollment was
defined as 6%, hours per day and was reimbursed at the assigned daily rate.
A half-time day of enrollment was defined as less than 6% hours and was
reimbursed at 50 percent of the assigned daily rate.

The 1983 Budget Act specified four new reimbursement rate factors
effective for the 1983-84 fiscal year only. As a result, child care agencies
are receiving reimbursements for child care services provided in the cur-
rent year based on the following schedule:

o fewer than 4 hours of service daily: 50 percent of the full-time daily

rate,

s from 4 to under 6% hours: 75 percent of the full-time daily rate, .

o fro(;n 6'% to under'10% hours: 100 percent of the full-time daily rate,

an

o 10% hours and over: 150 percent of the full-time daily rate.

Thus, the new reimbursement rate factors provided by the 1983 Budget
Act have resulted in an increase in reimbursements for services to those
children enrolled for between 4 and 6% hours, or over 10% hours, daily.
Because the maximum reimbursable amount (MRA) child care agencies
may receive has not been increased, the effect of these new factors is to
decrease the raumber of children a child care agency must serve in order
to earn the M RA specified in its contract (to the extent that the agency
qual)ifies for the higher 75 percent and 150 percent reimbursement fac-
tors).

SDE Report In the Supplemental Report to the 1983 Budget Act,
the Legislatur € directed the Department ofp Education to study and report
on the fiscal arad programmatic effects of the new reimbursement factors.
In response to this requirement, the Department of Education conducted
a survey of 66 randomly-selected child care agencies in the fall of 1983, to
identify the number of children enrolled and the hours of service pro-
vided. Based ©n these survey data, SDE determined that the new reim-
bursement fac tors could result in decreases in child days of enrollment (as
computed under previous law) of 6.0 percent to 11.6 percent, depending
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on the type of child care program. The maximum potential reductions
estimated for each program are indicated in Table 48.
‘ Table 48

Estimated Maximum Potential Service Reductions
- Resulting From 1983 Budget Act Reimbursement Rate Factors

Maximum Potential
Decrease In
) Child Days of

Program - Enrollment
Campus Child Care programs 10.6%
Family Child Care prograins ) 115
Center-based child care programs regulated pursuant to Title 22 6.0
Alternative Payment programs 89
Migrant Child Care programs 116
General Child Care programs operated by school districts and county offices of education 109
General Child Care programs operated by private agencies and other public entities....... 81

The Department of Education indicated that actual enrollment reduc-
tions probably will be less than the maximums indicated in the table
because (1) reductions will occur only slowly through attrition and (2)
child care provider agencies face community pressure to serve more eligi-
ble children than the minimum number WhiCE would enable them to earn
the MRAs specified in their contracts with OCD.

The department indicates that two groups of children are most likely to
require services reimbursed at the new 75 percent and 150 percent rates:
school-age children and children requiring care for extended periods of
time each day (including children of migrant farm workers). As a result,
SDE projects that, over an extended period of time, the new reimburse-
ment rates could result in the provision of additional services to these two
groups. The department also predicts that child care agencies will contin-
ue to serve more children than the minimum required to earn the MRAs
specified in their contracts, and that any reduction in child care services
provided will result from fiscal constraints such as collective bargaining
agreements and increases in program operating costs. :

The Office of Child Development has established a Child Care Reim-
bursement Rate Consortium to provide the Department of Education
with advice from all types of child care providers. In recent months, the
consortium has been reviewing several issues relating to the reimburse-
ment rate structure for subsidized child care—including the new reim-
bursement factors specified in the 1983 Budget Act. The department
indicates that it will make its recommendations to the Legislature regard-
ing whether the new factors should continue to be used, following review
of the consortium’s final report. ’

Conclusion. To the extent that the new reimbursement factors pro-
vide additional incentives for child care providers to serve certain groups
of children (such as school-age children or children needing care for
extended hours), and the total amount of funds appropriated for child care
local assistance is not increased, services provided to other groups of chil-
dren may decline. Alternatively, agencies which previously provided serv-
ices only to groups now reimbursed at the higher 75 percent or 150
percent rates may choose to serve fewer children, while maintaining the
same level of contract earnings. Thus, while we cannot predict whether
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the net effect of these changes will be to increase or decrease the number
of children receiving services, it is likely that the total hours of care pro-
vided will decrease by an unknown amount.

On the other hand, our review of contract earnings data for 1982-83
indicates that a significant majority of child care agencies currently serve
more children than the numbers required to earn their maximum con-
tract reimbursement. For most agencies, the total amount of service pro-
vided does not exceed 110 percent of the minimum number of child days
of enrollment specified by the agency’s contract. Because child care agen-
cies have served more children than the minimum required to earn their
full contract MRA using the old reimbursement factors, we cannot predict
the effect of the new reimbursement factors which serve to reduce that
minimum.

At this time, we do not have sufficient information on which to base a
recommendation regarding continuation of the reimbursement factors
specified in the 1983 Budget Act. We will continue to monitor the levels
of services Frovided by child care agencies under contracts with OCD,
and we will review the recommendations contained in the final report
submitted by the Child Care Reimbursement Consortium. As more infor-
mation becormes available regarding the impact of the new reimburse-
ment factors, we will make recommendations to the Legislature as
appropriate.

d. School Age Parenting and Infant Development Programs

The School Age Parenting and Infant Development (SAPID) program
provides funds to 49 school districts to finance services for secondary
school-age parents and their children. The child development component
of SAPID allows school-age parents to continue progress toward a high
school diplom a and provides training for students interested in a child care
career. In addition, parent education is. offered at the participating high
school for all interested students and is a requirement for school-age par-
ents with children enrolled in the child development program.

School districts operate SAPID programs under agreements with the
Office of Child Development which specify a maximum reimbursable
amount (MRA) for each district. The actual amount of reimbursements
earned by each school district is based on maximum unit rates for each
parent, child, or pregnant student enrolled in the program, adjusted by an
attendance factor for each fiscal year quarter. Per-person reimbursement
rates are reduced if attendance (including excused absences) falls below
65%. Total reimbursements may not exceed a district’s actual and allowa-
ble costs for the program. »

The budget proposes expenditures of $4,772,000 from the General Fund
for the SAPID program in 1984-85.

Uneven Program Utilization

We recommaend that the Department of Education report to the fiscal
committees regarding (1) the reasons for differences between the level of
service contracted for and provided by school districts in the School Age
Parenting and Infant Development program and (2) steps taken by the
Office of Chrld Development to target more effectively local assistance
funds for this program in the budget year. i

Our review of contract earnings data for the 1982-83 fiscal year indicates
that over half of all school districts administering SAPID programs failed
to provide the level of services which would allow them to earn the full
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amount of the MRA specified in their contracts. At the same time, a small
number of districts have provided services and expenditures in excess of
the maximum reimbursagle amounts established by their contracts with
OCD, and appear to be subsidizing SAPID programs through the use of
district general education funds.

As aresult of the low levels of service provided by most districts, approx-
imately 14 percent of the total funds allocated to school districts during
1982-83 for SAPID programs were not earned by those districts. In some
cases school districts did not receive the full MRA established by contracts
with OCD, while in other cases districts now must return to OCD the
amount of overpayments made during the 1982-83 year.

There are various possible explanations for the low service levels under
the SAPID programs operated by some school districts, including the
following: :

» School-age parents participating in the program may have high rates
of unexcused absences or may drop out of school before the end of the
school year;

¢ The amount of services needed for school-age parents in some school
districts may vary widely from year to year;

o Some districts may have established contracts with OCD which set
maximum reimbursement amounts larger than the amounts needed
to provide services in those districts; and :

e Some districts may not be making adequate efforts to enroll school-
age parents in need of services.

In addition, OCD has indicated that, while the total contract amount
(MRA) for each district has been increased to reflect any COLA granted
by the Legislature, the per-pupil reimbursement rates in the SAPID pro-
gram have not been properly adjusted in all years. As a result, in order to
earn its full contract amount, each district must increase the number of
children served in its SAPID program. Nevertheless, it is not clear why
some districts appear to be providing as little as 50 percent of the services
necessary in orcf)er for the district to earn its maximum reimbursable
amount.

Reports Needed. Because of the way in which funds for the SAPID
program are being allocated, school districts are not providing program
services to all students who could be served within current funding levels
for this program. Given (1) the importance of these services to school-age
parents who might otherwise be unable to complete high school and (2)
the apparent under-utilization of SAPID funds in some school districts,
and over-utilization in others, we believe that the Office of Child Develop-
ment should target funds for this program during the budget year so as
to maximize the number of students receiving services.

Better utilization of current funding may be achieved by steps which
include (1) reducing the maximum reimbursable amount specified in
contracts with some school districts and redirecting funds to districts with
greater needs, (2) assisting participating school districts to increase enroll-
ment and attendance in SAPID programs, and (3) utilizing carryover
funds to provide one-time increases in SAPID services in school districts
which have demonstrated high levels of need for program services. Car-
ryover funds might also be redirected to alternative payment programs
which could provide vendor payments for child care services on behalf of
school-age parents.
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Accordingly, we recommend that the Department of Education report
at the bud get hearings regarding (1) the reasons for differences between
the level of service contracted for, and provided by, school districts in the
School Age Parenting and Infant Development program and (2) steps
that will be taken by the Office of Child Development to target more
effectively. local assistance funding for this program in the budget year.

e. Child Care Facilities '

As adopted by the Legislature, AB 70 (Ch 1302/83) contained an appro-

Friation of $2.2 million for (1) loans to renovate and repair child care
acilities and (2) acquisition and lease of relocatable child care facilities.

Before signing the bill, the Governor reduced this appropriation to $1.1
million. The State Allocation Board (SAB) is responsible for allocatin
these funds, which are in addition to $1.04 million in funds that are stil
available from an earlier appropriation for the construction and lease of
relocatable facilities (Ch 798/80 and Ch 209/82).

The bud get does not propose any additional funds for child care facili-
ties in 1984-85. - , ‘

. The Department of Education will use both the $1.04 million in carryov-
er funds annd the $1.1 million provided by AB 70 to provide approximately
28 relocatable child care facilities in 1983-84, at an average cost of approxi-
mately $80,000 per unit for construction, site preparation, furnishing, and
transportation. The Office of Child Development and the State Allocation
Board have developed lists of child care and development agencies which
will receive relocatable facilities. The first 15 facilities will be used primar-
ity for rural and infant child care, and the facilities provided by funds from
AB 70 will - be used primarily for migrant child care. ‘

Child care agencies receiving relocatable facilities will pay the State
Allocation Board a lease rate based upon the intensity of use, the location,
and cost of the facilities. Lease revenues are continuously appropriated to
the State Allocation Board to purchase additional relocatab%e child care
facilities. L.ease rates are prorated, with payments based upon the number
of months the facility is actually in use. The State Allocation Board has
begun solieiting bids for site preparation and construction of the first 15
facilities, and expects to solicit bids for the remaining facilities in the
spring of 1984, :

Expenditure Authority Needed for Routine Maintenance

We recormmend that the Legislature adopt Budget Bill language permit-
ting child eare and development agencies to spend contract funds to (1)
renovate or repair child care facilities to meet state and local health and
safety standards or (2) repay loans from the revolving loan fund estab-
lished for this purpose. :

A major issu€ concerning child care facilities relates to expenditures for
deferred maintenance and minor capital outlay. Section 8277.7 (¢) of the
Education Code specifies that the agencies leasing relocatable child care
facilities will be required “to undertake all necessary maintenance, re-

. pairs, renewal, and replacément to ensure that a project is at all times kept
in good repair, working order, and condition.” Yet, the statement of fund-
ing terms and conditions issued by the Office of Child Development
specifies that capital outlay expenditures, including site and building im-
provements and building fixtures, are not reimbursable. If, for example,
the roof on a relocatable child care facility needs replacement or major
repairs, the child care agency leasing that facility is responsible for financ-

5177958
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ing the work but may not use OCD program funds for this purpose.

Chapter 798, Statutes of 1980 (SB 863), as amended by Ch 209/82 (SB
913) established a revolving loan account to provide interest-free loans to
child care contracting agencies for minor capital outlay expenditures to
renovate and repair child care facilities to meet state and local health and
safety standards. Repayments to this fund, which has a current balance of
approximately $235,000, are to be made over a period of up to 10 years by
reducing the agency’s contract for child care services by an amount equal
to a depreciation allowance on the renovation or repair.

Because costs to repay loans from the revolving fund are not considered
to be allowable costs under the provisions of OCD’s funding terms and
conditions, an agency taking out such a loan must repay it by generating -
revenues in addition to those earned through its child care contract,
through fundraising or other sources. As a result, very few child care
agencies have made use of the fund—and no loans have been made from
the fund since 1981-82. . -

At the time this Analysis was written, OCD had received requests for
loans from the fund totaling $34,000. The OCD indicated that requests for
loans probably would increase substantially if child care agencies could use
contract funds to make repayments without having to generate reveniues
from other sources. ’ =

The Budget Bill specifies that the State Department of Education
(SDE) must obtain approval from the Department of Finance and the
Department of General Services for the form and content of contracts
between SDE and local agencies which provide child care services and
facilities relating to those services. The statement of funding terms and
conditions currently aproved by these departments appears to be iricon-
sistent with the Legislature’s intent that: (1) child care agencies be re-
sponsible for maintaining and repairing relocatable facilities leased from
tge state and (2) child care agencies obtain loans from the revolving loan
fund to renovate and repair child care facilities, and repay those loans
from future contract amounts. The Department of Education may not,
however, revise its statement of funding terms and conditions to permit
minor capital outlay expenditures or loan repayments from contract
funds, without the approval of the Deparment of Finance and the Depart-
ment of General Services. . _ :

To correct this inconsistency, we recommend that the Legislature adopt
the following Budget Bill language:

“Repayments of loans made pursuant to Section 8277.2 of the Education

Code, or minor capital outlay expenditures by a local child care and

development agency to renovate or repair child care facilities to meet

state and local health and safety standards shall be reimbursable as
actual and allowable costs, not to exceed the maximum amount estab-
lished by the contract between the Office of Child Development and
the contracting agency. Any expenditures in excess of five hundred
dollars must be approved in writing in advance by the Office of Child
Development.”

f. No Savings Reported From Data Processing Systems

We recommend that the Department of Education report during
budget hearings on (1) the improvements in fiscal accountability and
program compliance achieved as a result of implementing the PROMIS,
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AIMS, anel CALSTARS data processing systems and (2) the reasons for
Increases In operating costs and staffing in its accounting office.

The Supplemental Report to the 1983 Budget Act directed the Depart-
ment of Elducation to report by December 1, 1983, on the dollar and
personnel-year savings which have resulted from the implementation of
the AIMS, CALSTARS, and PROMIS data processing systems within the
‘Child Development and Nutrition Services Division (CDNS). These data
processing systems were designed to provide an integrated fiscal manage-
ment system for all programs in CDNS—which includes the Office of
Child Development (OCD), the Office of Surplus Property (OSP), and
the Office of Child Nutrition Services (OCNS). The three offices in the
division deal with many of the same local agencies, and use similar tech-
niques anel procedures to ensure compliance with the same or closely-
related regulations. '

The origiinal feasibility study report which authorized the development
of PROMIS (Program Management Information System) indicated that
imglementation of the system would result in annual savings of $461,000
and 6.3 personnel-years. The PROMIS system was later redesigned to
reflect the adoption of CALSTARS (California State Accounting and Re-
porting System) and AIMS (Assessment, Improvement, and Monitoring
Information System), and some of the procedures originally intended for
PROMIS were incorporated into CALSTARS.

In January 1984, the Department of Education reported that there are
no personnel savings from these data processing systems at this time.
Specifically’, the department reported that:

o The major objectives of PROMIS were abandoned due to implemen-

tation of the CALSTARS system.

o The AIMS system was not designed to generate cost savings, but
rather to increase CDNS effectiveness in monitoring the compliance
of local agencies with applicable federal and state regulations.

+ CDNS will reassess any cost reductions that may have resulted during
the post-implementation audit of AIMS, which is due in April 1984,

o CALSTARS was intended to provided improved accountability and
more timely information, rather than to achieve direct savings.

« Since implementation of the CALSTARS system began in 1980-81, the
operating costs of the department’s accounting system have increased
from $221,000 to an estimated $1,000,000 in 1983-84, and the number
of staff has increased from 58.2 to 69.0 authorized positions.

Time did not permit us to thoroughly review the department’s report
before this .Analysis was prepared. We believe, however, that the Depart-
ment of Ed ucation should be prepared to comment during budget hear-
ings regarding (1) the improvements in fiscal accountability and program
compliance achieved as a result of implementing PROMIS, AIMS, and
CALSTARS and (2) the reasons for the large increase in the operating
costs and staffing of the department’s accounting office. We will review
the findings of the AIMS post-implementation audit in April 1984, and will

_prepare comments and recommendations for the Legislature as appropri-
ate.

3. Foster Youth Service§ (tem 6100-119-001(a))

We recommmend approval.

The budget proposes that $782,000 be made available to provide special
services to foster children in four school districts in California—Elk Grove
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Unified, Mount Diablo Unified, Sacramento City Unified, and San Juan
Unified. This is $23,000—or 3 percent—above the level of support pro--
vided during the current year. No funds are proposed for the expansion
of foster youth services to other school districts.

Our review indicates that this program is serving its intended purpose.
Because the budget proposes to continue the legislatively-authorized level
of funding for this program, we recommend that the requested amount
be approved. ' :

4. Youth Suicide Prevention Program (ltem 6100-222-001)
We recommend approval. :

Chapter 750, Statutes of 1983 (SB 947); created the Youth Suicide School
Program Fund and declared legislative intent that $300,000 be appropriat-
ed to this fund in the 1984 Budget Act for the development of a statewide
youth suicide prevention school program, through the establishment of
demonstration programs in two counties. The act provides that the State
Department of Education is to administer the Youth Suicide School Pro-
gram Fund, using up to 5 percent of the fund balance for its administrative
costs. The department is also required to submit reports annually on the
effectiveness and implementation of the program.

The budget proposes that $300,000 be appropriated from the General
Fund for this program in 1984-85. The budget also provides $15,000 in the
department’s main support item (6100-001-001) for administrative costs
associated with the program. Thus the budget provides a total of $315,000
for Youth Suicide Prevention.

Under the terms of Ch 750/83, two demonstration youth suicide preven-
tion programs are to be established in San Mateo and Los Angeles counties
by June 30, 1986: The programs, which will be conducted by suicide pre-
vention and crisis centers designated by each county, may include class-
room instruction designed to achieve the following objectives: '

« encourage sound decision-making and promote ethical development,

« increase pupils’ awareness of the relationship between drug and al-
cohol use and youth suicide,

» teach pupils to recognize signs of suicidal tendencies, and

» inform pupils of available community youth suicide prevention serv-
ices.

The demonstration programs may also support other school- or commu-
nity-based ‘suicide prevention programs, such as:

e positive peer group programs, i

o telephone “hotline” services, _

¢ programs to collect data on youth suicide attempts,

« intervention services, and _ _

 programs to train parents and teachers.

The designated suicide prevention and crisis centers will serve as coor-
dinating centers for the planning and development of a statewide youth
suicide prevention school program, in cooperation with the State Depart-
ment of Education. Planning and development of the statewide program
is to be completed by June 30, 1985.

Our analysis indicates that the funding level proposed in the budget
would support planning for and development ofpthe demonstration pro-
grams in the two counties ($300,000), as well as cover administrative costs
of the State Department of Education ($15,000). Because the budget pro-
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Foses to provide approximately the legislatively-approved level of fundinf
or this program, we recommend that the requested amount be approved.

B. ADULT EDUCATION
(ltems 6 100-156-001, 6100-156-890, and 6100-158-001)

The Offiee of Adult, Alternative, and Continuation Education Services
is responsible for managing (1) state- and federally-funded programs for
adults and (2) general education development (GED) testinig. Adult edu-
cation ' ADA is estimated to be 160,759 in 1983-84. :
~ Funding. Table 49 shows the state operations and local assistance
funding for adult education in the prior, current, and budget years.

Table 49
K-12 Adult Education Funding
1982-83 through 1984-85
(dollars in thousands)

Actual  Estimated ProposeH Change
1982-83 1983-84 198485  Amount Percent

State Operations:

General fund. $309 $292 $303 $11 3.8%
Federal funds ........oorermmivnnncscnrnssssosmneee 589 41 762 15 20
Reimbursements/Special ~ Deposit -
Fund . 112 129 134 5 39
Subtotals.....«creererismrenenerrsssssesnnes $1,010 © $1,168 $1,199 $31 2.7%
Local Assistance: ,
General fund........corremmivmsimmmmnmmns $145,227 '$159,993 $170,702 $10,709 6.7%
Federal funds ......... 5,554 9,288 9,288 - —
Reimbursements .., 76 91 91 = —
SUBLOLALS ... cocerrirerreressesierssnsanseesenns $150,857 - $169,372 $180,081 $10,709 6.3%
Totals $151,687 $170,540 $181,280 $10740 - 63%
Positions 186 185 185 ' — —_

1. Stafe Adult Education Program (ltems 6100-156-001 and 6100-158-001)

The budget proposes a General Fund appropriation of $171 million for
adult education local assistance (including adults in correctional facilities)
in 1984-85. This represents an increase of $10.7 million, or 6.7 percent, over
estimated expenditures in the current year. (The level of estimated cur-
rent-year expenditures assurnes the enactment of a $1.6 million deficiency
appropriation for adult education.) The increase proposed for 1984-85
consists of (1) $4.0 million to fund a 2.5 percent increase in enrollment,
as authorized by:SB 813, (2) $1.8 million to fund an equalization provision
in SB 813 (discussed previously in the overview section), andp (3) $4.9
million for a 3 percent COLA. The proposed 3 percent COLA is. in lieu
of the 6 pereent statutory amount. Proviging full funding for the statutory
COLA would require an augmentation to the budget of $4.9 million.-

The budget also proposes $303,000 from the General Fund for state
operations associated with the adult education program, an increase of 3.8
percent over estimated current-year expenditures.

Deficiencies in 1983-84

We project two funding deficiencies for the adult education program in
1983-84:

e $1.6 million, because the SB 813 agpropriation is not sufficient to fund
the statutory COLA authorized by the act; and :
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e $3.7 million, because the Governor vetoed funds related to the enroll-
ment of pupils in home economics and health and safety education
courses.

Statutory COLA. Senate Bill 813, in conjunction with the 1983
Budget Act, provided sufficient funding to grant adult education a 6 per-
cent COLA in 1983-84-—the same increase as that provided for all other
categorical programs except special education, which received an 8 per-
cent COLA. In another section of the act, however, SB 813 provides that
adult education programs shall receive a COLA of $70 per ADA in 1983-84.
This amount represents a 7.4 percent iricrease.

The Department of Finance estimates that an additional $1.6 million
would be needed to fund the 7.4 percent COLA at $70 per ADA, and the
Governor proposes that these funds be included in a deficiency appropria-
tion for 1983-84 and in the base level of expenditures for 1984-85.

Governor’s Veto. The Education Code (1) limits state-funded en-
rollment growth in adult education to 2.5 percent annually and (2) author-
izes state funding of adult education courses in 10 subject matter areas,
including home economics and health and safety education. In the 1983
Budget Act, the Governor vetoed $3.7 million from the appropriation for
adult education in order to eliminate funding for home economics and
health and safety education. '

Because current law authorizes funding for home economics and health
and safety education courses, the Superintendent of Public Instruction has
determined that ADA claimed for attendance of pupils in these courses
is eligible for state funds, despite the Governor’s veto. In other words, the
veto did not affect the authorized enrollment growth in state-funded adult
education ADA; it only reduced the amount available to pay for that
growth by $3.7 million, thereby creating an estimated deficit of 2.3 percent
in program funding. :

The budget does not propose a deficiency appropriation to cover this
deficiency. Instead, the Governor proposes (1) that the Legislature adopt
control language and trailer bill language to prohibit state funding for
enrollment in home economics and health and safety education and (2)
to continue $3.7 million reduction in the funding base for the adult educa-
tion program. ‘

Deficiency Appropriation for COLA Not Justified

We recommend that the Legislature (1) reject the Governor’s proposed

- deficiency appropriation of $1.6 million for adult education in 1983-84
because it would provide a higher COLA for adult education than was
provided for other categorical programs and (2) reduce the proposed
appropriation for adult education in 198485 by $1.6 million because the
budget is based on the assumption that the Legislature will enact the
pro;))osed deficiency appropriation. (Reduce Item 6100-156-001 by $1,600,-
Although SB 813 appropriated funds for a 6 percent COLA for adult
education in 1983-84 and provides for a 6 percent COLA for adult educa-
tion in 198485 and annually thereafter, it is not clear whether the provi-
sion for a COLA of $70 per ADA in 1983-84 represents a technical error
or the Legislature’s intent that adult education receive a 7.4 percent-in-
crease in -the current year. Absent any indication .of the Legislature’s
intent, we can find no analytical justification for providing a larger COLA
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to adult education than the 6 percent provided for comparable categorical
education programs in 1983-84. Consequently, we recommend that the
Legislature reject the Governor’s proposed deficiency appropriation for
adult education in 1983-84 and reduce the proposed 1984-85 appropriation
accordingly - (since the $1.6 million is built into the base). -

Elimination of Home Economics and Health and Safety Courses

We recomamend that the Legislature adopt Budget Bill language reduc-
ing authorized state-funded enrollment growth in adult education from
2.5 to 0.2 percent in 1954-85 in order to reflect the budget proposal to
eliminate heme economics and health and safety education courses.

The Governor vetoed funding for the attendance of pupils in home
economics and health and safety education courses on the basis that most
of the courses in these areas are either recreational or can be taken else-
where. We reached a similar conclusion in the Analysis of the 198384
Budget Bill. As we explained, however, the net effect of the veto was to
create a ram deficit rather than eliminate home economics and
health an a? ety education courses. We recommend that the Legislature
provide a deficiency appropriation of $3.7 million for 1983-84 to eliminate
the deficit resulting from the Governor’s veto of funding for home eco-
nomics and health and safety courses. This would be consistent with the
Legislature’s actions on the 1983 Budget Act.

Because we find justification for the proposal to ehmlnate home eco-

nomics and health and safety education courses, we further recommend
that the Legislature adopt the budget proposal to prohibit state funding
for ADA claimed for home economics and health and safety education
courses in 1984-85. In order to avoid a program deficit in the budget year,
this should be accompanied by Budget Bill language reducing total au--
thorized enrollment growth in adult education to reflect elimination of
home econoxnics and health and safety courses. We therefore recommend
that the Legislature reduce authorized state-funded adult education en-
rollment growth in 1984-85 from the proposed 2.5 percent (the statutory
entitlement) to 0.2 percent.

High School Pupils Funded at Twice the Adult Rate

We recommend that the Legislature adopt Budget Bill language provid-
ing that ADA claimed by school districts for the attendance of secondary
school pupils concurrently enrolled in adult education programs shall be
funded at each district’s adult revenue limit, because the higher rate of
funding provided by current law (regular base revenue limit) is not neces-
sary to support the program, for a General Fund savings of $6' 1 million.
(Reduce Itexn 6100-101-001 by $6,106,000.)

Because the per-pupil cost of supporting adult education programs is
lower than the cost of regular school programs, the state funds adult
schools at a substantially lower rate. In fact, the statewide average revenue
limit for adul t schools is about $1,000 per ADA compared to approximately
$2,100 per A DA in unified school districts.

Under current law, high school pupils are permitted to enroll in adult
education ceourses. Current law also provides that adult education ADA
attributable to these pupils shall be funded at the district’s base revenue
limit for its regular high school program.

Our analysis indicates that the higher rate of funding provided for high
school pupils ‘concurrently enrolled in adult schools is unnecessary, for the
followmg reasons:
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o The cost of educating concurrently enrolled pupils in adult schools
should not differ from the cost of educating adults. Adult school
classes in which high school pupils are enrolled consist primarily of
adults. Many adult schools, moreover, offer comprehensive programs
without enrolling any high school pupils.

¢ Funding high school pupils at the adult rate is not likely to have a
significant impact on the adult schools’ programs. In 1982-83, concur-
rently enrolled pupils represented only about 4 percent of total en-
rollment in adult schools. ‘

Accordingly, we recommend that concurrently enrolled pupils be fund-

ed at the district’s adult revenue limit, rather than at its regular high
school limit, for an estimated General Fund savings of $6.1 million. This
recommendation can be implemented by reducing the school district
apportionment item '(6100-101-001) by $6.1 million and adopting the fol-
lowing Budget Bill language: o

“Notwithstanding Education Code Section 42238.5, ADA claimed for

adult school attendance of pupils concurrently enrolled in adult educa-

tion courses shall be funded at each school district’s adult revenue lim-
it.” _ '

2. Federal Adult Basic Education Act (Item 6100-156-890)
We recommend approval,

The budget proposes $9.3 million from the Federal Trust Fund for local
assistance in adult education, an amount equal to estimated current-year
expenditures. The budget also proposes $762,000 in federal funds for state
operations, an increase of 2.0 percent. These funds are provided under the
federal Adult Basic Education: Act to support basic skills instruction for
adults with less than an eighth grade level of education. Our review indi-
cates that this program is serving its intended purpose, and therefore we
recommend that the requested amount be approved.

" 3. Adults in Correctional Fcciliiiés (ltem 6100-158-001)
We recommend approval,

The budget proposes to continue the 1983-84 level of General Fund
support ($1.3 million) for adults in correctional facilities, adjusted for a 3
percent inflation increase ($38,000)-. Our analysis indicates that this pro-
gram is serving its intended purpose and, accordingly, we recommend
that the requested amount be approved. o '

C. OFFICE OF SURPLUS PROPERTY (items 6100-001-680) - :
California’s Office of Surplus Property (OSP) processes and distributes
food ecommodities and donated hardware to eligible agencies throughout
the state. The office’s surplus commodities component distributes federal-
ly-donated food to public and private nonprofit agencies, including
schools, child care centers, and food programs for the elderly. The budget
estimates  that OSP -will distribute food commodities with a fair market
value of $100 million during 1984-85. The office’s surplus personal proper-
ty component acquires and distributes hardware; vehicles, equipment,
and other property to eligible public and private nonprofit agencies. The
office also coordinates the processing of surplus items into other usable
products. (For example, surplus copper wire segments are made into
copper tubing, 2nd surplus vegetable oil and egg products are made into

ayonnaise.) DoF W ped
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The Office of Surplus Property is entirely self-supporting; local agencies
which receive surplus properties are assessed- processing and handling
charges that are sufficient to cover 100 percent of the office’s costs. Table
50 shows the value of surplus property distributed, as well as OSP’s ex-
penditures and revenues for the food commodities and hardware pro-
grams, frorn 1981-82 to 1983-84. »

Table 50

Office of Surplus Property
Distribution Activity
1981-82 through 1983-84

Actual Actual Estimated
Program 1981-82 1982-83 1983-84
1. Commodity - (Food) Program
Total Value of Food Distributed ..........c.ceewieecremecreeersenns $61,172,904 $81,789,332 $90,000,000
(Number of Agencies Actively Participating) .............. (2,622) (2,555) (2,750)
Expenditures.... 7,015,690 8,286,052 9,845,000
Revenue . ; 13,878,108 11,528,833 0
2. Personal Property (Hardware) Program
. Total Acquisition Cost of PrOperty ........occermecieerirnnns $16,075,144 $18,504,402 $19,000,000
. (Number of Agrencies Actively Participating) ................ ‘ (1,000) (1,000) (1,000)
Expenditures.... 2,992,043 2,296,372 2,365,264
Revenue 1,843,069 1,082,170 1,082,170
Surplus Property Revolving Fund balance at end of fis-
cal year...... ; $18,745,000 $21,352,000 $11,000,000

As shown in Table 50, OSP will distribute an estimated $90 million in
surplus food commodities and $19 million in surplus personal property
during the current fiscal year.

. In addition to administering the ongoing surplus personal property and
food commodities programs, the Office of Surplus Property (OSP) has
been designated as the agency responsible for: distributing federally-

~ donated agricultural commodities provided by the Emergency Jobs Act of
1983 (Public Law 98-8), and expanded by Public Law 98-92. The. OSP
receives federal funds to reimburse state and local distribution costs under
this program. y :

"~ Table 51 shows.the Office of Surplus Property’s expenditures and fund-
ing, as indicated in the Governor’s Budget, for the prior, current, and
budget years. The expenditures and funding shown in this table are sub-
stantially higher than the amounts shown in Table 50, which reports OSP
distribution: activity. OSP has indicated that revenues and expenditures
are purposely overbudgeted to reflect the maximum revenue and expend-
iture level WKich OSP could possibly realize during a given fiscal year. The
amounts indicated in Table 50 reflect a more realistic estimate of actual

- expenditures and revenues for the current fiscal year. ‘

.. As shown in Table 51, the bud%et proposes aggregate expenditures of
$26,998,000 for the Office of Surplus Property in 1984-85—a decrease of
$3,531,000, -or 11.6 percent, below estimated 1983-84 expenditures. The
amount appropriated for the office will increase by the amount of any
salary or benefit increase approved for the budget year. This reduction in
the budget request for OSP primarily reflects the proposed transfer of the
hardware program to the Department of General Services (discussed
below) . The budget does not include any federal funds or expenditures for
operation of the emergency food distribution program in 1984-85.




1600 / X-12 EDUCATION Item 6100

DEPARTMENT OF EDUCATION—Continued

, Table 51
Office of Surplus Property
Expenditures and Funding
1982-83 through 1984-85
(dollars in thousands)

Actual Estimated Proposed Change
1989-83 = 1983-84 198485 Amount Percent
State Operations ..o $11,698 $29,239 $26,998 —$2.241 —7.1%
Local ASSIStAnICe ..........ceeveersionssssssssseess — 1290 . — —1,290 —100.0
Totals $11,698 $30,529 $26,998 —3,531 —11.6%
Surplus Property Revolving Fund ..  $11,542 $2649%  $26.998 $502 19%
Reimbursements ... 17 — — — —
Federal Trust Fund .....ceveeernns. 139 4,033 — —4,033 -100.0
Personnel-years .........mmmmisssanine: 148.8 167.2 113.1 -54.1 —324

1. Further Reduction of Excess Reserves Justified

We recommend that the Legislature adopt supplemental report Ian-
guage directing the Department of Education to (1) achieve and maintain
a target level of reserves in the Surplus Property Revolving Fund equal
to $7 million and (2) report quarterly to the Legislature on the balance
In the fund.

In recent years, the Department of Education has failed to monitor

" adequately revenues and expenditures under the surplus food commodi-
ties program. As a result, the reserve balance in the Surplus Property
Revolving Fund increased to approximately $18.7 million at the end of
1981-82 and $21.4 million at the end of 1982-83.

" A reserve balance in the Surplus Property Revolving Fund is necessary
because payments of service and handling charges by agencies receiving
commodities may lag several months behind OSP-expenditures for operat-
ing costs and food processing contracts. A reserve balance also permits
OSP to enter into processing agreements on short notice when increased
supplies of food commodities become available. : :

Existing law provides no ceiling on the reserve balance which may be
maintained in the Surplus Property Revolving Fund. A growing balance,
however, indicates that schools and other agencies receiving commodities
- are being charged more than the costs to OSP to acquire, process, and
distribute those commodities. '

The budget indicates that OSP’s actual expenditures for state operations
and food processing contracts during 1981-82 and 1982-83 were $11.5
milliori and $11.7 million, respectively. (These amounts included approxi-
mately $2.2 million in expénses for the surplus personal property ' (hard-
ware) program, while expenditures in the food program averaged less
than $9 million per year). Consequently, the reserve balance at the end
of 1981-82 was equal to approximately 20 months of operating and food
processing costs. At the end of 1982-83, the reserve balance was equivalent
to 22 months of OSP expenditures. ‘ G

The USDA previously has established a target for the fund’s reserve of
$7 million—or, alternatively, an amount equal to approximately six
months of operating and processing expenses. The USDA also has indicat-
ed that 83 percent to 87 percent of the total funds due to OSP are received
within 90 days. Given this cash flow, a‘'six-month reserve should be more
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than adequate to accommodate extended delays in the receipt of funds for
foods under processing contracts, and to provide lead time for adjusting
service and handling charges when analysis of expenditures justifies such
a move.

In last year’s Analysis, we reported that the reserve balance in the
Surplus Property Revolving Fund at the end of 1981-82 was estimated at
$10 milliora. Based on this report, the Legislature directed OSP, in the
Supplemental Report to the 1983 Budget Act, to reduce its service and
handling charges during 1983-84 such that $5 million of excess reserves in
the Revolving Fund would be refunded to recipient agencies. Because the
actual reserve balance at the end of 1982-83 was more than $21 million,
compliance with this directive would still result in a fund balance of
approximately $16 million. - '

In respomnise to direction from the Legislature and the USDA, the Office
of Surplus Property suspended, effective July 1, 1983, all service and han-
dling charges to recipient agencies. As a result, (1) schools and other
agencies receiving commodities from OSP currently pay no charges for
these commodities and (2) OSP is reducing its reserve by approximately
$2.5 million per calendar quarter. |

OSP estimates that service and handling charges will be reestablished
by July 1, 1984, when the reserve balances will equal approximately $11
million, The rates at that time will be set based upon financial data for
1983-84. The OSP also indicates that it has initiated a plan to review on
a quarterly basis expenditures and revenues under the donated food pro-
gram so that appropriate charges are assessed to recipient agencies.

The budget proposes to maintain a reserve balance of $11 million in the
Suaplus Property Revolving Fund at the end of both the current and
budget years. In our judgment, this level is still too high. We believe the
target level of $7 million established by USDA would be a more reasonable
reserve balance for the fund.

Accordingly, we recommend that the Legislature adopt the following
supplemental report language to provide for a reduction in this balance
to $7 million. ‘

“It is the intent of the Legislature that the Office of Surplus Property
(OSP) shall reduce its service and handling charges in 1984-85 such that
a reserve’ balance of not more than $7 million is achieved and main-
tained in the Surplus Property Revolving Fund. The Department of
Education shall report to the Joint Legislative Budget Committee and
the fiscal committees on July 15, 1984, and quarterly thereafter, the
average reserve balance in the Surplus Property Revolving Fund during
the preceding calendar quarter.” :

2. Warehouse Conversions

We recormmend that the Legislature adopt supplemental report lan-
guage directing the Department of Education to report, by November 1,
1984, the actual cost savings resulting from the conversion of warehouse
space in Saeramento and Pomona to refrigerated storage, and the amount
of such savings reflected in reduced service and handling charges.

The conversion to cool storage of 40,000 square feet of space in OSP’s
Sacramento warehouse was completed in December 1983. The Office of
Surplus Property has estimated that as a result of reduced commercial
storage and transportation costs, the program will realize annual savings
of $353,000 from this project. The budget proposes to spend $800,000 from
the Surplus Property Revolving Fund to convert space in the southern
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California (Pomona) surplus property warehouse to cool storage. If funds
for this project are approved, OSP anticipates additional annual savings of
$192,000 when the project is completed. These savings—=$545,000—are not
reflected in the budget request for OSP.

The Office of Surplus Property has indicated that service charges in
1984-85 will be based upon current costs for administering the surplus
commodities program. Thus, the charges will not reflect savings from
converting either of the two warehouses. We believe that program savings
from the warehouse conversions should be calculated, and service and
handling charges reduced accordingly in order that savings may be passed
on to agencies receiving food commodities. We therefore recommend that
the Legislature adopt the following supplemental report language:

“The Department of Education shall report, by November 1, 1984, on
the cost savings resulting from the conversion of warehouse space in
Sacramento and Pomona to refrigerated storage, and the amount of
such savings reflected in reduced service and handling charges.”

3. Request For Transfer of Hardware Program is Premature

We recommend that $2,491,000 and 55.7 positions for the surplus person-
al property (hardware) program be included in the budget for the Depart-
ment of Education, because legislation authorizing the program’s transfer
to the Department of General Services has not been enacted, We further
recommend that the Legislature adopt Budget Bill language transfering
funding authority for the surplus personal property program on the effec-
tive date of any legislation authorizing a change in program authority.
(Augment Item 6100-001-680 (Surplus Property Revolving Fund) by $2,-
491,000 and reduce Item 1760-001-688 by a corresponding amount.)

The budget proposes to shift the hardware portion of the surplus prop-
erty program from OSP to the Office of Procurement in the Department
of General Services (DGS). Accordingly, the budget reflects an increase
of $2,491,000 and 55.7 positions in the Department of General Services’
budget and an equivalent reduction in the OSP budget. :

The. proposed- transfer. cannot be accomplished without a statutory
change in program authority. Senate Bill 1362, as introduced. in January -
1984, wOulg authorize the transfer of the program to the Department of
General Services, effective January 1, 1985.

Until the Legislature authorizes a statutory change in the administra-
tion of the surplus personal property program, budgeting funds and add-
ing new positions for tﬁe Department . of General Services . is
inappropriate. Moreover, since SB 1362, in its present form, would not take
effect until January 1, 1985, the Department of Education would maintain
responsibility for administering the program for the first half of the 1984~
85 fiscal year even if the bill is chaptered. _

In our analysis of the Department of General Service’s item (Item
1760), we recommend the deletion of $2,491,000 and 55.7 positions from
the DGS budget because the funding request for the hardware program
is premature. We recommend that conforming action be taken with re-
spect to the budget for the Department of Education.

We further recommend that the Legislature adopt the following Budget
Bill language to provide for the transfer of funds if SB 1362 is chaptered:

“In the event that legislation authorizing the transfer of authority for
the surplus personal property (hardware) program to the Department
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of General Services is enacted, funding authority for the program is
hereby transferred from the Department of Education to the Depart-
ment of General Services, on the effective date of such legislation.”

4. Federal Emergency Food Distribution Program

Title I of Public Law 98-8 (the Emergency Jobs Act) provided for the
distribution of agricultural commodities for use in congregate emergency
feeding programs (such as “soup kitchens”) in areas of high unemploy-
ment. California received commodities valued at approximately $8.6 mil-
lion for distribution under this program, which operated from May 1 to
December 31, 1983. Title II of PL. 98-8 provided additional food commodi-
ties for distribution by the Office of Surplus Property to food banks, chari-
table institutions, and other nonprofit agencies such as the United Way.
These local agencies distribute packages of food to needy low-income or
unerné)loyed persons. From May 1 to December 31, 1983, California re-
ceived approximately $28.9 million in Title II commodities.

In addition, $4,943,349 in federal funds was allocated to California to
reimburse state and local agencies for the costs they incurred from May
1 to September 30, 1983 related to storage and distribution of commodities
in the emergency food program (Title I and Title II). The Office of
Surplus Property is-authorized to reimburse local agencies for their actual
storage and distribution costs up to a maximum of 5 percent of the value
of commodities distributed. The U.S. Department of Agriculture (USDA)
granted OSP administrative authority to use these federal funds through
December 31, 1983.

a. No Federal Funding for Redonated Commodities’ Distribution Costs’

USDA also granted OSP administrative authority to redonate any com-
modities remaining from the Title I program to charitable institutions and
senior nutrition programs, as well as to Title I congregate feeding pro-

rams, after Decem%er 31, 1983. The federal funds provided by PL 98-8
or state and local agency administrative costs, however, may not be used
after December 31, 1983 and must instead be returned to USDA.

OSP plans to complete the distribution of California’s $8.6 million in
Title I commodities as indicated in Table 52. Title I agencies (congregate
feeding programs) have received commodities valued at an estimated $2.0
million during 1983, while charitable institutions not directly funded
through the state Budget Act and senior nutrition programs were to re-
ceive commeaodities valued at approximately $3.8 million and $2.8 million,
respectively, in January 1984. ; o

The Office of Surplus Property has requested authorization from USDA
to use unspent federal funds provided by PL 98-8 to cover state and local
costs incurred in distributing commodities to charitable institutions and
senior nutrition centers after December 31, 1983. Under current USDA
policy, these commodities are redefined as “bonus commodities” on Janu-
ary 1, 1984, and OSP is permitted to charge local agencies fees to reim-
burse state handling and distribution charges. At this time, however, OSP
has suspended all handling charges in order to reduce excess reserves in
the Surplus Property Revolving Fund.
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Office of Surplus Property
Allocation of Commodities and Federal Funds
Provided by Public Law 98-8 °
Total Value ~ Potential  Federally-Reimbursable
of Food Local Agency California State

Allocated Claims® (OSP) Expenditures
Title I
Title I agencies (May-December 1983) ..  $2,025,446 $101,272 (included in total)
Charitable inSHEULIONS ........cccccrmsmnecserersnes 3,804,864 = —
Elderly feeding programs 2,760,678 — -
Subtotals $8,590,988 $101,272
Title II. $28,923,572 $1,446,179 (included in total)
Totals 37,514,560 $1,547,451 $609,190

2 Based on estimates provided by Department of Education.

b Local agencies participating in the Title I or Title I program may claim reimbursements for actual
expenditures up to 5 percent of the value of commodities distributed.

¢ Federal funds may not be used to reimburse the costs of distributing redonated commodities after
December 31, 1983.

Funding For Program Not Included in Budget

We recommend that prior to budget hearings, the Departinent of Fi-
nance (1) submit to the Legislature an expenditure proposal for the emer-
gency food distribution program in 1984-85 and (2) report on the
appropriateness of maintaining this program within the Office of Surplus
Property. :

In P1.98-92, Congress extended the Title Il (food bank) emergency food
program for an additional two years, until September 30, 1985. The Office
of Surplus Property estimates that California will receive $120 million in
emergency food commodities and $4.9 million to cover state and local
distribution and storage costs during federal fiscal year 1984, with a similar
ap}l)ropriation likely in federal fiscal year 1985. (The precise amount of
California’s allocation will be determined by the number of poverty-level
households and unemployed persons in the state, and by the total tederal
appropriation for the program in the next federal fiscal year.) _

The budget, however, does not include funds or expenditures relating
to the emergency food program in 1984-85. The Department of Finance
has indicated that it has not determined whether the program should be
operated by the Office of Surplus Property or by anotﬁer state agency or
private entity in 1984-85. The Department of Finance has further indicat-
ed that it intends to use the provisions of Control Section 28 of the 1983
Budget Act to authorize expenditures for the emergency food program in
the budget year.

The Section 28 process allows the Director of Finance to approve addi-
tional expenditures for new or existing programs. It was enacted to pro-
vide flexibility to the executive branch to expend funds when it is not
practical to obtain explicit legislative approval (such as when the Legisla-
ture is not in session), provided the fiscal committees and the Joint Legis-
lative Budget Committee are given at least 30 days’ advance notification
of the actions to be taken using this flexibility.

The use of federal funds in 1984-85 would not seem to fall into the
category of actions where explicit legislative action to approve the con-
templated expenditures is not practical. Moreover, Section 28 is not in-
tended to permit the Department of Finance to make policy decisions
regarding the transfer of responsibility for an ongoing federally-funded
program from one state agency to another. We believe that such a policy
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decision warrants legislative review through the budget process.

Because federal funds for this program will be received and expended
during the budget year, there is no reason why the Budget Bill should not
include an appropriation for the program. If, at the time of budget hear-
ings, the precise amount of federal funds to be appropriated in 1984-85.is
uncertain, an estimate can be included in the bill and the Section 28
process can be used to make subsequent changes in the budget amount
for this program. ;

Accordingly, we recommend that prior to budget hearings the Depart-
ment of Flinance (1) submit to the Legislature an expenditure proposal for
the emergency food distribution program in 1984-85 and (2) report on the
appropriateness of having the Office of Surplus Property continue to ad-
minister this program.

V. STATE DEPARTMENT OF EDUCATION

This section discusses the overall administrative budget for the State
Department of Education (SDE), as well as those administrative activities
which are not tied to a particular local assistance program, such as pro-
gram evaluation and curriculum services. Administrative issues related to
particular local assistance programs, such as the School Improvement Pro-
gram, are discussed in connection with the program itself. In addition,
issues related to the State Library, the state special schools, and the Office
of Surplus Property within SDE are discussed elsewhere in this Analysis
and are not treated here. '

A. OVERVIEW OF THE DEPARTMENT’S BUDGET FOR 1984-85
(ltem 6100-001-001) :

Table 53 shows state operations expenditures for the State Department
‘of Education (excluding the State Library, state special schools, and Office
of Surplus Property) in the prior, current, and budget years. These ex-
penditures are proposed at $66.0 million in 1984-85; 0% which $26.9 million
is requested from the General Fund.

Table 53
State Operations Funding °
1982-83 through 1984-85
(in thousands) - ) _
Actial  Estimated Proposed Change
) 1982-83  1983-84 198485 Amount Percent
A. Department of Education Funding:

General Fund $28,216 $25,459 $26,898 . $1,439 5.7%
Federal Funds 26,534 32,371 32,829 458 14
State Schoel Building Lease-Purchase .... 425 504 596 92 183
Driver Training Penalty Assessment ...... 243 254 317 63 248
Environmental License Plate......cc.uuuvees — 103 106 38 29
Private Postsecondary Administration.... 299 712 719 7 1.0
Student Tuition Recovery.....oioicennniins | 50 50 — T—
Special Deposit — 1,822 1,847 25 14
Special Aceount for Capital Outlay ... S ! —_ -51 =100.0

. Subtotals $55,748 $61,326 $63,362 $2,036 - 33%
B. Local Assistance Administration °.......... $1,180 — — — -

C. ReimburSeiments ......coesiermmsmeressssns $2,736 $2,892 $2,647 — $245 —85%

Totals $59,664 $64,218 $66,009 $1,791 28%

2 Excludes stake special schools, Office of Surplus Property and State Library.

b The decrease between 1982-83 and 1983-84 reflects a change in budgeting. Local assistance administra-
tion will bbe appropriated in state operations and not transferred from local assistance,-as has been
the practice in prior years.
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The budget proposes an increase of $1,439,000, or 5.7 percent, in General
Fund support for the department. This increase will grow by the cost of
any staff benefit increases provided in the Budget Act.

Table 53 shows that total Department of Education expenditures are
expected to increase by $1.8 million, or 2.8 percent, while General Fund
expenditures by the department are proposed to increase by $1.4 million,
or 5.7 percent. The most significant reason for the difference between the
 change in total expenditures and the change in General Fund expendi-
tures is that federal funds—which account for roughly half of the depart-
ment’s total expenditures—are anticipated to increase by only 1.4 percent
in the budget year.

1. Significant General Fund Changes in 1984-85.

Table 54 shows the components of the proposed $1,439,000 (5.7 percent)
" increase in General Fund support for the State Department of Education,
~ between the current and budget years. .

Table 54

Proposed 1984-85 General Fund Budget Changes
State Operations ® -
(in thousands)

1983-84 Expenditures (Revised)

A. Changes to maintain existing budget v $25,459
1. Employee compensation i $810 :
2. Price increase : 217
3. Workload changes . 190
Total, changes to maintain existing. budget $897
B. Program change proposals . R
1. Youth Suicide Prevention $15
* 2. California Assessment Program Testing ...........civnerssessrsnens 450
3. Local Assistance Bureau y 1m
4. Mentor Teacher Program 88
5. Pilot Projects for Administration and Management ............. 4
6. Educational Technology —-176
7. Vocational Education Student Organizations
to Local Assistance e =500
Total, program change proposals $92
C. Financial Legislation
1. California Assessment Program $200
2. California Writing Project ...; 250
Total, financial legislation $450
1984-85 Expenditures (Proposed) . $26,898
Change from 1983-84: : .
Amount $1,439
Percent 5.7%

2 Excludes state special schools, Office of Surplusb Property, and State Library.

" The most significant changes shown in Table 54 are (1) baseline in-
creases to maintain the existing budget, including $810,000 for annualiza-
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tion of the 6 percent increase in employee compensation granted in the
current year ($894,000), (2) increases to expand statewide testing under
the California Assessment Program ($650,000), and (3) a decrease reflect-
ing the transfer of funding for vocational education student organizations
from state operations to local assistance (—$500,000). :

2. Personnel

Table 55 shows the number of funded positions (personnel-years), by
fund source, in the Department of Education. The budget proposes an
increase of 16.8 (1.4 percent) in the number of funded positions, of which
12.8 would be supported by the General Fund. This amounts to a 3.4
percent increase in General Fund-supported positions. The increase in
positions primarily reflects the addition of 11.0 positions to administer new
programs created by SB 813. (Of these positions, six are associated with
programs discussed elsewhere in this Analysis: the Mentor Teacher Pro-
gram, the Pilot Project for Administrative Personnel, and the Educational
Technology program.) ' : ’

Table 55
Department of Educ_aﬁon
Personnel Years by Fund Source®
1982-83 through 1984-85 .
Actual Estimated  Proposed Change
1982-83 1983-84 1984-85  Amount  Percent
Department of Education s

General Fund 514.3 372.9 385.7 12.8 34%
Federal funds Lo 3484 - 4387 - 4393 06 - . .0l
Other funds..... .. (3439 - 3906 394.0 34 09

Totals . , 1,206.6 12022 12190 168 14%

" *Excludes state Spécial schools, Office of Surplus Property, and State Library

Impact of Governor's 3 Percent Personnel Reduction :

In November 1983, the Department of Finance issued a Budget Letter

" requiring all departments to accomplish a 3 percent reduction to the total
number of positions authorized: in' the 1983-84 base budget. While the
Department of Education was not exempted from the provisions of the
Budget Letter, it was allowed to credit toward its 3 percent goal (86
‘positions) -a total of 179 General Fund-supported positions which: were
eliminated as a result of a $5.3 million unallocated reduction made by the
1983 Budget Act (discussed below). Consequently, the Budget Letter
resulted in no further position reductions from SDE’s 1983-84 base budget.

-3. Operating Expenses and Equipment .

Table 56 presents the line item display for operating expenses and
equipment (OEE) for the SDE in the prior, current, and budget years.

As shown 1in Table 56, OEE expenses are proposed to decrease by $438,-
000, or 2.0 percent, in the budget year. The primary factors causing the
‘decrease are: (1) a reduction in central administrative services (—$1.2
million), (25 a reduction in expenditures for consultant and professional
“services (— #$0.3 million); and (3) reductions in general expenses (—$0.2
million). Partially offsetting these decreases are: (1) increased communi-
cations costs ($0.3 million), (2) increased costs for facilities operations
($0.1 million), and (3) increases in expenditures for in-state travel ($0.1
million).
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Table 56

" Operating Expenses and Equipment °
1982-83 through 1984-85
{in thousands)

Actual Estimated  Proposed ' Change

. 1952-83 1983-84 1984-85 Amount Percent
General Expenses ........ R $1,242 $2,656 '$2,444 —$212' - -80%
Printing 470 515 i 566 . 51 .99
Communications............uemmemns: 1,045 1,031 1,324 293 28.4
Postage : 418 190 : 188 : -2 =11
Travel-in-state .........covcenrnn: S 2,109 2,639 2,739 100 3.8
Travel-out-of-state . - 57 43 . 44 ] 1 23
Facilities Operations ....... 2,251 2,421 2,528 107 44
DPA-Collective Bargaining........ - 19 2 2 10.5
Consultant ~ and  Professional : .

- SEIVICES...virnriernareneeersnsieriesens 10,254 9,950 —304 -30
Departmental Services....... - —2,551 —1,986 565 22.1
Consolidated Data Centers 1,896 2,086 190 10.0
Central Administrative Services 2,567 2447 1,257 —1,190 —48.6
Equipment i 132 93 -39 —-29.5

TOTALS $21,692 $21,254 - —$438 —-2.0%

2 Excludes state special schools, Office of Surplus Property, and State Library.

B. EFFECTS OF REORGANIZATION AND REDUCTIONS o

In 1983-84, the State Department of Education (SDE) has undergone
two major changes. First, the department has been reorganized to reflect
the educational priorities of the new Superintendent of Public Instruction.
Second, the department has had to accommodate a total of $5.3 million in
unallocated, General Fund reductions which were imposed by the Legis-
lature and the Governor in the 1983 Budget Act. Because these reductions
were accommodated in the context of the general departmental reorgani-
zation, it is not possible to separate entirely the effects of the two changes.

-Consequently, we discuss these changes together. . - .
As passed by the Legislature, the 1983 Budget Bill included an.unallocat-
- ed, General Fund reduction of $3,499,000 to:the SDE budget. Prior to
signing the bill into law, the Governor vetoed an additional $1,325,000 for
consultant and professional services and $500,000 in unspecified expenses.
‘The Department of Finance subsequently authorized SDE to accommo-
date both of these reductions as a single, unallocated reduction of $1,825;-
000. Thus, the total unallocated reduction to the department’s General
Fund budget imposed by the 1983 Budget Act was $5,324,000: .-
In accommodating this reduction; and as part of the new superintend-
_.ent’s reorganization, SDE eliminated a total of 178.8 General Fund-sup-
Eorted positions from the number authorized in the department’s 1983-84
base budget. Over half of the positions eliminated were associated with
functions relating to instruction and instructional support, such as the
administration of the Special Education program and various categorical
education programs. Of the remainder, 48 positions were eliminated from
the Office of Child Development, while 28 positions were eliminated from
departmental administration. '
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The reduction in authorized positions was accomplished by eliminating
vacant positions which existed E cause of the Governor’s freeze on hmng
and higher-than-anticipated retirements under the “Golden Handshake”
(early retirement incentive) program. Consequently, the ehmmatlon of
these 178.8 positions resulted in no layoffs.

At the same time that the functions of the department were consohdat-
ed through the elimination of positions, the department was reorganized
1nt(::1 four branches, each of which is administered by a deputy superin-
tendent:

o Administration—This branch includes functions relating to person-
nel, fiscal services, and educational data management systems.

« Public and Governmental Affairs—This branch includes the Office of
Governmmental Affairs, the Office of External Affairs, the Public Infor-
mation Office, and a Congressmnal liaison.

« Field Services—This branch includes field management services;
compliance and grants management; child nutrition and surplus
property; the Office of Child Development; and the Office of Private
Postsecondary Education.

« Curriculum and Instructional Leadership—This branch, the largest of -
the four, encompasses five divisions: curriculum and instruction; cate-
gorical support programs; vocational and continuing education; spe-
cial needs; and planning, evaluation, and research.

The new organizational structure reflects the intended objectives of the
Superintendent of Public Instruction to place a greater emphasis on pro-
viding leadership and assistance to school districts in improving the qual-
ity of education, and less emphasis on extensively monitoring districts to
ensure that they are in strict compliance with all statutory and administra-
tive regulations. It is too early to determine the extent to which the
department will succeed in implementing the superintendent’s goals. We
will monitor thie results of the department’s efforts, however, and report
to the Legislature as appropriate. v ,

Failure to Comply with Budget Act Language

We recom.mend that the State Department of Educatzon explain to the
legislative fiscal committees: (1) why it has failed to comply fully with the
restrictions rrmposed by language in Item 6100-001-001 of the 1953 Budget
Act and (2) what steps it intends to take to assure compliance with these
provisions in the future.

Language adopted by the Legislature in Item 6100-001-001 of the 1983
Budget Act (1) restricts the number of educational consultant and ad-
ministrative positions in the State Department of Education (SDE); (2)
restricts the wse of contracts for personal services during 1983-84; and &.‘3) :
requires SDE to abolish vacant administrative pos1t10ns Spe01ﬁcally,
Budget Act language provides that:

¢ The number of positions at the Education Consultant salary level or -

higher shall be no greater than the number of such positions author-
ized on July 1, 1983.
« The number of positions at the Education Administrator I level or
h1 her shall not exceed 10 percent of the number of positions at the
Education Consultant salary level or higher.

« No individual employee of the department shall be paid on the basis

of a personal services contract during the 1983-84 fiscal year for more

than 30 cumulative days.
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e Any Eosition at the Education Administrator I salary level or higher
vs]/ohilc_ h‘rﬁzlmains vacant for more than 60 cumulative days shall be
abolished. '

The language further requires the Superintendent of Public Instruction to
submit a report to the Joint Legislative Budget Committee by no later
than November 15, 1983 regarding actions taken by the department to
comply with these provisions. This report was submitted to the Legisla-
ture on November 29, 1983.

Based on our review of the department’s report, we conclude that the
department has not fully complied with the terms of the Budget Act
language adopted by the Legislature. Specifically, our review indicates the
following areas of noncompliance:

o Restriction on Educational Administrator Positions. - As noted, the
Budget Act language limits the number of Educational Administrator
positions to no more than 10 percent of the number of positions at or above
the Education Consultant salary level. In December 1983, the department
had 421 such positions, resulting in a statutory maximum of 42 Educational
Administrator positions. As of this same date, however, the department
had 77 Educational Administrator positions—35 more than the number
authorized by law.

o Abolishing Vacant Administrator Positions. The department re-
ports that, of 19 administrator positions which were required to be abol-
ished under the terms of the Budget Act language, 15 have been abolished
and 1 has been reclassified to a lower level. Three positions, however, have
not been abolished: (1) Assistant Superintendent of Public Instruction and
Director of Vocational Education, (2) Assistant Superintendent of Public
Instruction for Child Development, and (3) Homemaking Education Ad-
ministrator . ‘ . :

Given these findings, we recommend that the State Department of
Education explain to the legislative fiscal committees: (1) why it has failed
to comply with the restrictions imposed by the Budget Act language and
(2) what steps it intends to take to assure compliance with these provisions
in the future. : '

C. DIVISION OF PLANNING, EVALUATION AND RESEARCH

The Division of Planning, Evaluation and Research is the department’s
centralized evaluation unit. Its main functions are the administration of
(1) -the California Assessment Program, (2) the California High School
Proficiency Examination, and 53) various program evaluations. The divi-
sion also is responsible for implementing the new Educational Improve-
ment Incentive Program (discussed elsewhere in this Analysis) and the
Golden State Examination program, both created by SB 813. The division
has 54.8 authorized positions in the current year.

Table 57 shows expenditures and funding for the Division of Planning,
Evaluation and Research in the prior, current, and budget years.
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Table 57

Expenditures and Funding for the Division
of Planning, Evaluation and Research
1982-83 through 1984-85
{in thousands)
Actual Estimated . Proposed : Change
1982-83 1983-84 1984-85 Amount Percent

1. State Operations
Special Studies and Evaluation

REPOILS w..cvvvre crrssseerimmcssissisnns $1,686 $1,461 $1,495 $34 2.3%
California Assessmment Program o S

[(07:1 3 SO 1,531 2,227 2,902 675 303
California High Sehool Proficien- :

cy Examination (CHSPE) .... 802 580 586 6 10
Educational Planaing & Informa-

tion Center........commiccivnmn 528 445 465 20 .+ 45
Reference Services.....ivnnnnns - 187 195 8 43

Subtotals ... oeeuperccressrrmnnnirenns $4,547 $4,900 $5,643 $743 - 152%
2. Local ASSiStance.....mmmnn: $72 $468° $243 —$225 —481%

TOTALS ...... $4,619 $5.368 .0 $5886 $518 9.6%
General Fund $1.971 $1,709 $2,182 $473 v 27.7%
Federal Funds........ 2296 3,079 3118 -39 13
Special Deposit Fynd ................ — 580 586 6 10
Reimbursements..........cssssres 422 - - — —

2 Includes $200,000 for CAP test expansion.
1. California Assessment Program '

The California Assessment Program (CAP) is designed to provide the
public, the L.egislature, and local school districts with information regard-
ing the level of K~12 student performance in the state. Under this pro-
gram, standardized achievement tests are administered to all public
school students at specified grade levels, with results reported on a school-
wide and districtwide basis. Prior to the enactment of SB 813, (1) CAP
tests were administered to students in grades 3, 6, and 12 and (2) the range
of subject matter tested was limited by statute to “basic skills” course, such
as reading, writing, and basic mathematics; '

Senate Bill 813 authorizes the expansion of the California Assessment
Program to include the testing of students in grades 8 and 10. The act
further authorizes the State Board of Education to expand the range of
subject matter tested to include higher-level “content courses;” such as
literature, history, advanced mathematics, and science. The act provided
an appropriation of $200,000 annually in 1983-84 and 198485 for expansion
of the CAP test to grades 8 and 10. The 8th grade test has been developed
and will be administered for the first time in the spring of 1984.

The Governor’s Budget provides $475,000 in' addition to the $200,000
statutory appropriation in 1984-85, for a total of $675,000 for expansion of
CAP in the budget year. Of this total, $550,000 is associated with the
estimated costso% developing and implementing a 10th grade test which
includes an assessment of higher-level skills in science and social studies.
The remaining $125,000 is associated with (]1) exﬁanding the range of
subject matter tested in the 8th grade to include these higher-level skill
areas and (2) administering the 8th grade test in 1984-85.

The contraet for the development of the 10th grade test will be awarded
during the 1984-85 fiscal year, through a competitive bid process. As a
result, the exact cost of developing and implementing this test will not be
known until after the conclusion of deliberations on the 1984 Budget Bill.
As part of the bid specifications, the State Department of Education is
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considering a requirement that the format of the 10th grade test allow the
reporting of test scores on an individual student basis.

Individual Score Reporting Not Justified :

We recommend that the Legislature adopt Budget Bill language (1)
providing that the funds appropriated for the development of the 10th
grade CAP test shall be expended only upon the approval of the Director
of Finance and (2) prohibiting the expenditure of funds for the develop-
ment of individual student score reporting on this test, because a specific
plan justifying the need for such reporting has not.been presented.

The CAP tests currently are administered using a “matrix sample” tech-
nique. Under this method, each student tested takes only part of a much
longer total test. In grade 3, for example, each student receives only 34
questions out of a total of 1,020. For this test, 30 different test forms are
used, with one-thirtieth of the students tested receiving each form on a
random basis. The results from the 30 subtests are statistically aggregated
to provide a performance profile for each school.

In comparison with administering a complete test to each student, the
advantages of the matrix sampling approach are that it (1) reduces the
amount of time required for test administration and (2) permits a broader
range of skills to be tested within an allotted time period. The principal
disadvantage of the method is that the test results may not be used as an
evaluative or diagnostic tool on an individual student basis. ,

_School districts desiring information on individual student performance
can—and do—contract with private test publishers for this purpose. For
example, roughly 80 percent to 85 percent of California public school
Eupils are tested using one of two privately-published tests—the Compre-

ensive Test of Basic Skills (CTBS) and the California Achievement Test.
In addition to their use in assessing student achievement, the results of
these tests may be used in complying with evaluation requirements as-
sociated with districts’ receipt of federal funds (primarily ECIA Chapter
"1). The costs of these tests are funded from the districts’ general revenues.

As noted, the State Department of Education is considering including
as part of the bid specifications a requirement that the format of the 10th
grade test allow the reporting of test scores on an individual student basis.
At the time this Analysis was written, however, the department had not
resolved several important issues regarding the manner in which individ-
ual student score reporting would be implemented. Specifically, the de-
partment had not determined:

« the nature and extent of the modifications that would be required for
individual score reporting,. ~
« whether the individually-scored tests would be mandatory or offered
as an option in addition to the matrix-based CAP tests, and
« whether, if this service were offered on an optional basis, school dis-
tricts would be charged for the costs of individual score reporting.
Our analysis indicates that, until these issues are resolved, providing
funding for individual student score reporting would be premature. Ac-
cordingly, we recommend that the Legislature adopt Budget Bill lan-
guage to prohibit the expenditure of funds for the development of a 10th
grade test which includes individual score reporting. Because the exact
amount of funds needed for the development and implementation of the
10th grade test will not be known prior to the conclusion of budget hear-
ings, we further recommend that the Legislature adopt language provid-
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ing that the $550,000 provided for this purpose shall be available for ex-
penditure only upon approval of the Director of Finance, with the unex-
pended balance reverting to the General Fund. Our recommendation
may be implemented by adopting the following Budget Bill language in
Item 6100-001-001:

“20—Instructional Support:

1. $550,000 of the funds appropriated in this item shall be used only for
the de velopment and implementation of the 10th grade CAP test and
shall be expended only upon the a dp roval of the Director of Finance.
None of these funds shall be use gy the Department of Education
for the development of a test format Wthh permits the reporting of

. scores on an individual student basis.” :

2. Golden State Examination Program

The budget proposes no funding for the new Golden State Examination
program estab ?shed by SB:813. As described earlier in our overview, this
program is intended to recognize the achievement of high school students
in specified academic areas.

Specifically, SB 813 requires the Superintendent of Public Instruction,
in consultation with representatives of public schools and institutions of
higher edueation, to develop academic subject matter examinations.in
each of the followmg areas by March 15, 1985:

English literature and composmon

Mathematics,

Laberatory sciences,

Foreign languages,

United States histor

Health sciences, an

o Other-areas des1gnated by the Supenntendent of Public' Instructlon ,

Students. in participating school districts would be eligible to take -any
of the examinations offered. A student attaining a qualifying score would *
receive an honors de51gnat10n 1n the tested subject, which would be afflx-
ed to his or her high school d oma

Senate Bill 813 approprlate pproximately $128,000-to the ‘State De-
partment of Education (SDE) for e initial costs of developing examina-
_tions in 1983-84. (This level of funding was based on the estimated costs
. of developing two subject matter exams.) At the time this Analysis was
written, SD E was exploring the possibility of contracting with a private
testing organization for development of the Golden State exams and none
of the funds appropriated for 1983-84 had been expended

D. CURRICU LUM SERVICES

To assist school districts and other agencies in unprovmg mstructlon, the
Office of Special Curriculum Services administers the following programs:
- (1) physical education; (2) health education, (3) environmental educa-

tion, (4) dernonstratlon programs (5) trafﬁc safety, and (6) sex equlty

-.programes.

'Enwronmenicl Education (Items 6100-001 140 cmd 6100-181-140)
We recomamend approval.

The Environmental Education program ﬁrowdes approxmlately 30
grants annually to local education agencies, other governmental agencies,
and nonprofit organizations to establish mterdlsmphnary educatlon pro-
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grams related to the environment, energy, and conservation. The budget
proposes to fund both local assistance ($394,000 in Item 6100-181-140) and
state operations ($106,000 in Item 6100-001- 140; for this program from the
Environmental License Plate Fund. The total of $500,000 represents no
change from the amount appropriated in the current year. Our analysis

_indicates that the c}iJroposal is reasonable and therefore we recommend
that it be approve ‘

E UNIVERSITY AND COLI.EGE OPPORTUNITIES PROGRAM
- (Item -6100-001-001)

The goal of the University and College Opportunities (UCO) program
is to assist high schools in increasing the number of students from under-
represented groups that are ehgxb%e for university admission. The pro-
gram is administered by three positions within the State Department of

~Education.

The budget proposes $193,000 from the General Fund for administra-

- tion of the UCO program in 1984-85, an increase of 2.1 percent over
estimated expenditures in the current year. Services provided by the UCO
program staff mclude (1) coordination of federally-funded innovative
projects, (2) 'a UCO “network” to encourage program replication and
information sharing, (3) liaison with the Mathematics, Engineering,
Science Achievement (MESA) program, (4) workshops to bnng together
high school and university officials, (5) coordination with parent and com-
munity support groups, and (6) hnkmg outstanding students with existing
scholarship and fellowship programs.

In our review of the MESA program (Item" 6100 192-001), we recom-
mend that supplemental language be adopted requiring the Department

-of Education to report on the merits of consolidating the UCO program,
the California-Academic Partnership program, and the MESA program.
(For t)he spemﬁc language, please refer to our analysm of the MESA pro-

- gram

- F. LOCAL ASSISTANCE BUREAU (ltem 6100-001-001)
. We recommend approval,

- The Local Assistance Bureau within the State Department of Education
~is responsible for making apportionments of state and federal aid to school
.- districts, county offices of education, and entities specified in statute. In
1983-84, these apportlonments totaled over $8.9 billion: The bureau is

staffed ‘with 70 positions in the current year, at a total cost of $3;269,000.
‘Of this :amount; $2,550,500 is from the General Fund, $703,400 is from

federal funds, and $14,100 is from reimbursements. . .

The budget ‘proposes $171,000 to add five positions to the Local Assist-
“~ance Bureau in 1984-85, in order to accommodate workload increases
“ reésulting from the passage of major school finance and reform legislation

T 1983, ‘Specifically, to reflect a multitude of funding changes made by SB

-~ 813, AB- 70, and the 1983 Budget Act; the bureau must (1) design and
g dlstnbute new apportionment forms and schedules, (2) modlfy the data
- processing systems used to- calculate apportionments, and ( rovide
~documentation for the data processmg changes to indicate clear y their
..:relatlonshlp to the new law. -
"4 Qur review indicates that the budget proposal is reasonable and, accord-
: ihgly, we recommend that it be approved. : _—
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G. PRIVATE POSTSECONDARY EDUCATION (ltem 6100-001-305) -
We recommend approval,

The Office of Private Postsecondary Education (OPPE) within the
Department of Education, regulates private schools in the state, and is the
administrative arm of the Council for Private Postsecondary Educational
Institutions. ‘OPPE receives its authority from the Private Postsecondary
Education Aet of 1977 (Ch 1202/77), which requires OPPE to review and
approve most private postsecondary schools operating in the state. The
OPPE also has a contract with the U.S. Veterans Administration, which
requires OPPE to make annual visits to schools enrolling veterans.

The office also administers a Student Tuition Recovery Fund, which
reimburses students enrolled in private postsecondary schools for a por-
tion of their tuition payments when schools close before the students have
completed their instructional program.

The OPPE is self-supporting, and derives its revenues from (1) federal
reimbursements, (2) fees charged to private schools seeking state licen-
sure, and (3) charges assessed to the Student Tuition Recovery Fund for
its administration. The office has 32.4 positions authorized in the current
year. Table 58 shows OPPE support for the prior, current, and budget
years. :

Table 58

Office of Private Postsecondary Education Expenditures
{dollars in thousar_\ds)

Actual ~ FEstimated  Proposed. Chang
1982-83 198384 = 195485 Amount Percent

State Operations.. _ $1,732 $L,772 | §1782 $10 0.6%
Local Assistance .......... 171 420 420 = -
Totals $1,903 $2,192 $2,202 $10. 0.5%
Federal Trust FURd..ciccovoeresssnisernns 31,402 $1,010 81,013 4] . 03%
Student Tuition Recovery Fund............... 202 470 470 - -
Private Postsecondary Education Fund.... 299 712 719 7 10
Positions . 325 324 324 — —

. The budget requests $1,782,000 for OPPE’s state operations: in.-the
budget year, including $719,000 from the Private Postsecondary Educa-
tion Fund (Item 6100-001-305). This amount represents a $10,000 (0.6
percent) increase from current-year estimated expenditures of $1,772,000.
The budget also requests $470,000 from the Student Tuition Recovery
Fund for local assistance expenditures—an amount equal to estimated
current-year expenditures. Our analysis indicates that, based on OPPE’s
anticipated workload, the amounts requested are reasonable. Aceordingly,
we recommend approval of these amounts as budgeted.

VI. STATE LIBRARY

A. OVERVIEW OF THE 1984-85 PROPOSED BUDGET (ltems 6100-011-001,
6100-011-890, 6100-211-001, 6100-211-890, and 6100-221-001)

~ The State Library (1) maintains reference and research materials for
state government, (2) provides support to local public libraries, and (3)
provides library services to the bling and physically handicapped in North-
ern California. T ; S :

The state operations budget for the State Library supports the mainte-
nance of the various library collections (law, reference, Sutro, govern-
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ment :publications, etc.), the provision of consultant services to public
libraries, and the administration of the California Library Services Act
(CLSA). The local assistance component consists of state and federal
grants to public libraries and library agencies, and support of local re-
source sharing through the creation and maintenance of a data base of
California public library materials. Table 59 shows the funding level for
the State Library in the prior, current, and budget years.

Table 59

State Library Expenditures and Funding
-1983-84 through 1984-85
{in thousands)

Actual Estimated  Proposed  Change '
198283 1983-64 198485 Amount Percent

State Operations:
Reference for. the Legisla- : . .
TUre oiieesinineennes esbsasesiinnin : $664 - §772 $788 - - $16- 2.1%

Statewide library support :
and development ......... 2,684 2,990 2,654 —336 —112
Special clientele services...... 1,113 1,388 1,541 153 11.0
‘Support services. .........evnnen 3542 3,476 3,838 362 104
Subtotals .o...vviererisrnesicn, - $8003 - $8626 - $8,821 $195° 2.3%
Local Assistance: :
Statewide library support .
and development ......... $11472 $24,005 ° $25,372 $1,277 5.3%
Totals oovvevvrrirensinensiniressasennes $19.475 $32,721. $34,193 $1.472 45%
State Operations:
General Fund..............co...... $6,329 87,438 $7.215 - $223 -3.0%
Special Account for Capital
(87777, ) 2N S 805 : — — - —
Federal funds.. 856 1175 1,593 418 356
- Reimbursements . 13 13 13 - -
Local Assistance: : :
General Fund.................... $5520 $11,685 $19.210 $7,525 644%
Federal funds.............ccvevuu.. 5952 12410 . 6162 - —-6248 - - 503

Summary of Changes. Table 60 displayé the bhanges in the State Li-
brary budget proposed for 1984-85. ‘ '

- The budget proposes a net increase of $195,000, or 2.3 percent, for state
operations in 1984-85. This increase reflects several program changes, as
well as increases rieeded to maintain the library’s current level of activity.
Specifically, the budget proposes (1) a reduction of $650,000 to eliminate
one-time funding provided in the current year for relocating the Sutro
Library to a new facility, (2) a reduction of $95,000, reflecting the elimina-
tion of federal funds provided in the current year for administration of
Library Services arid Construction Act—Title II funds (provided through
the federal Jobs Act), (3) an increase of $94,000 for increased rent for the
Braille and Talking Book Library, and (4) an increase of $504,000, resulting
from a redirection of federal funds (which would otherwise have been
used for local assistance) which will be used to purchase genealogy materi-

. als for the Sutro Library and to accelerate the State Library’s microfilming
program to preserve historic state documents.

. The budget also proposes a net increase of $1,277,000, or 5.3 percent, for
local assistance. The major program changes in this area are: (1) an in-
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crease of $1,315,000 to fully fund transaction-based reimbursements pro-
vided libraries to partially offset the costs of sharing resources between
library jurisdictions, (2) an increase of $6 million for the Public Library
Foundation Program, established by Ch 1498/82, which provides state
support to public libraries, (3) the redirection of $504,000 in federal funds
from local assistance to state operations noted above, and (4) a reduction
of $5,494,000 to reflect the elimination of federal funds provided in the
current year for the construction and renovation of library facilities under
the federal Jobs Act (PL 98-8).

Table 60

State Library Budget Change
{in thousands) .

General Federal Reim-
State Operations: Fund ~ Funds bursements  Totals
1983-84 Expenditures (Revised) ......cooovuionnneee $7,438 $1L175 $13 $8,626
1. Cost changes
Inflation adjuSEInNEntS .......vcvvmmsmeresssesssssssanees 235 — - 235
Merit salary adjustment ....o...mmmmseessenes 3 2 - 5
Full-year cost of 1983-84 employee com-
. pensation INCreases.....ummmieressesseres 95 12 — 107
2. Program changes
Braille and Talking Book Library ............ 94 — —_ 94
Microfilming — 205 — 205
Genealogy materials for Sutro Library.... — 299 - 299
One-time costs for Sutro moving .............. —650 —_ = —650
One-time cost o administer Jobs Act...... - -95 — ~95
Revised federal estmate.......mmmmesersseenss — ~5 — -5
1984-85 Expenditures for State Operations :
(Proposed) ... $7215 - $1593 $13 $8,821
Change from 1983-84: .
Amount —$223 $418 — $195
Percent -3.0% 35.6% - 2.3%
Local Assistance:
1983-84 Expenditures (Revised) ... $11,685 $12410 - $24,095
1. Cost changes }
Cost-of-living adjustment ..........oocesssrioneee 210 — — 210
2. Program changes i
CLSA—Transaetion-Based Reimburse-
ments 1315 — - 1315
Public Library Foundation Program........ 6,000 - - 6,000
“Transfer funds for microfilming to state )
support ..... - -205 - - —~205
Transfer funds for genealogy materials to :
state SUPPOTL ...coovvcrvrrssinn - —299 — =209
One-time cost for Jobs Act... - - ~5,494 - 5,494
Revised federal estimate - —250 - —250
1984-85 Expenditures for Local Assistance HRRE '
(Proposed) .. - $19210 © $6,162 - $25,372
Change from 1983-84: . o ]
Amount $7,525 —$6,248 - $1,.217

Percent _ 64.4% —503%. - 33%
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B. STATE LIBRARY SUPPORT (Items 6100-011-001 and 6100-011-890)
We recommend approval,

The budget proposes an increase of $195,000, or 2.3 percent, in total
support for the library’s state operations in 1984-85. As shown in Table 60,
this amount reflects an increase of $418,000 from federal funds and a
decrease of $223,000 in General Fund support. Our review indicates that
this request is reasonable, and we recommend that it be approved.

C. SUPPORT TO LOCAL LIBRARIES

The budget proposes to provide a total of $25.2 million in support to local
libraries in the 1984-85 fiscal year through the California Library Services
Act, the federal Library Services and Construction Act, and the Public
Library Foundation Program. A discussion of each of these programs is
provided below. o

1. California Library Services Act (ltem 6100-211-001)

General Fund support to public libraries and regional library coopera-
tive systems is providlc)ad under the California Library Services Act (CLSA)
for the purposes of:

o encouraging the sharing of resources between libraries,

o encouraging libraries to serve the underserved, and

o reimbursing libraries for providing services outside their jurisdictions

or beyond their normal clienteles.
The act is administered by the State Librarian, who serves as chief execu-
tive officer of the Library Services Board. The board was established
under the CLSA to adopt rules, regulations, and general policies for the
implementation of the act. Programs for libraries and library systems are
funded by formula, by transaction-based reimbursements, or through
service plan agreements.

Table 61 indicates CLSA local assistance funding by component.

Table 61
California Library Services Act Local Assistance
General Fund Expenditures by Component
1982-83 through 1984-85
{in thousands)

Actual  Estimated =~ Proposed Change
1982-83 1983-84 1954-85 Amount Percent

System Teference ........mmiomns $1,369 $1,446 $1,446 — —
Transactions—direct loan ......... e 1,730 1,780 2,764 $984 55.3%
Transactions—interlibrary loan... 946 894 1,225 331 . 3710
Consolidations and affiliations...... 29 51 51 — —
Statewide data base ........ciecivernrrerenes : 482 502 502 _ —_
System communication and delivery.. 933 976 976 — _
System advisory boards ...t 31 B 36 — —
Totals $5.520 5685 $7000°  $1315 931%

& Total does not include a 3 percent COLA which will be allocated by the Library Services Board.
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Change Needed in Reimbursement Policy for Interlibrary Loans (ILL)

We recommend that (1) the Legislature adopt Budget Bill language
directing the State Librarian to require that libraries participating in the
CLSA charge patrons a $1 processing fee for each interlibrary loan request-
‘ed under the CLSA, so that library patrons will have reason to be more
selective in requesting this service, thereby reducing the amount needed
for CLSA reimbursements and (2) the proposed $1.3 million General
Fund augmentation for transaction-based reimbursements be deleted,
(Reduce Item 6100-211-001 by $1,315,000.)

In an effort to encourage the sharing of resources between library juris-
dictions, the CLSA provides reimbursement to libraries for interlibrary
loan (ILL) and direct loan (DL) transactions. These transaction-based
reimbursements (TBR) are intended to partially offset costs which librar-
ies incur in lending materials to individuals residing beyond their jurisdic-
tions. There are no limitations on the number of reimbursable transactions
which may be claimed each year. As a result, in 1981-82 through 1983-84,
the amount of reimbursements claimed for both types of transaction-
based costs exceeded the amount of funds budgeted for this purpose.
Table 62 illustrates this shortfall.

Table 62

CLSA Transaction-Based Reimbursments (TBR)} Funding
1981-82 through 1984-85

Actual Actual Estimated Proposed
198182 - 196283 1983-84 1954-85
Total claims $3,011,000 $3,311,000 $3,627,000 $3,989,000
Budget Act appropriation ............i.... 2,596,000 2,596,000 2,674,000 3,989,000
Shortfall " $415,000 $715,000 $953,000 —_
Funding Sources for Shortfall:
CLSA (state support) ..o $415,000 $80,000
LSCA (federal support) : 635,000 $900,000
Remaining deficit .......ermmeeer - $53,000

Totals, TBR Funding Lev $3,011,000 $3,311,000 $3,574,000 $3,989,000

49 Percent Increase in General Fund Support Proposed, In 1981-82,
the TBR shortfall of $415,000 was funded through a redirection of existing
CLSA funds. In 1982-83, the shortfall of $715,000 was funded again through
a redirection of CLSA funds and with additional federal Library Services
and Construction Act (LSCA) funds. An estimated shortfall of $953,000 in
the current year will also be funded in part with LSCA funds, leaving an
unfunded deficit of $53,000. The State Library estimates that, in the ab-
sence of additional funding for this purpose, the TBR shortfall in 1984-85
will be $1,315,000. o -

The budget proposes to avoid the anticipated shortfall in 1984-85 by
providing a $1,315,000 General Fund augmentation for CLSA, resulting in
a total support budget of $3,989,000—or a 12 percent increase over the
1983-84 funded level for transaction-based reimbursements (this amount
does not include any cost-of-living adjustment). We note, however, that
while the total proposed TBR funded {evel would increase by 12 percent,
General Fund support is proposed to increase by 49 percent—from $2.7
million in 1983-84 to $4.0 million in 1984-85. For reasons given below, we
believe that this increase is unwarranted.

In order to mitigate this shortfall problem, we recommended in last
year’s Analysis that the Legislature adopt Budget Bill language requiring
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libraries participating in the CLSA to charge patrons a $1 processing fee
for each interlibrary loan requested under the CLSA. Our analysis indicat-
- ed that the imposition of a nominal fee would have two beneficial results:

» Libraries initiating the ILL request would recover a portion of their

- costs associated with ILL requests.

« Patrons would be more selective in requesting this service, resulting
in cost savings to both'local agencies, and the state.

The Legislature did not adopt this recommendation, but instead adopt-
. edlanguage in the Supplemental Report to the 1983 Budget Act directing
the State Librarian to report to the fiscal committees regarding alterna-
tives for remedying, W1t£m the limits of the existing appropriation, the
- transaction-based reimbursements shortfall problem.

In response to this language, the State Librarian submitted a report
which considered, and rejected, all of the following alternatives:

« Discontinue the service,

o Limit reimbursable transactions to the level of the existing appropria-
tion,

« Reimburse interlibrary loans on a “net imbalance” (loans made to
other libraries’ patrons minus loans to own patrons made by other
libraries) basis,

e Reduce relmbursement rates to match the ex1stmg appropriation,

o Redirect funds from other CLSA programs, and

o Cover shortfall with federal funds.

The report did not consider the alternative of charging a nominal user fee
as a means of mitigating the TBR shortfall problem.

We continue to believe that charging a user fee to patrons who wish to
utilize interlibrary loan services would be justified. In fact, our field visits
disclose that some libraries, at their own initiative, a]ready charge a user
fee to patrons initiating requests for ILL. In addmon we note that under
the state’s Medi-Cal program, clients are required to pay a small copay-
ment in order to control costs and discourage overutilization of the medi-
cal services provided. Similarly, we believe that charging library patrons
a nominal fee for interlibrary loans would discourage frivolous requests,
thereby reducing the cost of providing this service. Accordingly, we rec-
ommend that the Legislature adopt the following Budget Bill language,
directing the State Librarian to require that all CLSA libraries charge a
minimum fee for interlibrary loans.

“In order to receive California Library Services Act reimbursement for
interlibrary loan transactions, participating libraries must certify to the
State' Librarian that they are charging-a minimum fee of $1 to library
patrons for each such transaction requested.”

We believe that adoption of this language will bring about some reduc-
tion in the number of requests for interlibrary loans, increase the amount
of local funding available to cover the costs of those requests that are
made, and thereby reduce the level of funding needed from the General
Fund. Accordingly, we recommend that the Legislature (1) maintain
Gerneral Fund support for TBR at the current-year level ($2.7 million) and
delete the proposed $1.3 million augmentation, (2) authorize the $1 fee,
and (3) allow the State Librarian to again use federal LSCA funds if a
shortfall develops:.
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2. Library Services and Construction Act (ltem 6100-211-890)
We recommend approval, S :
The federal Library Services and Construction Act (LSCA) has as its

goals (1) extending library services to underserved areas, (2) improving
library accessibility for disadvantaged individuals, (3) strengthening ma-

jor metropolitan libraries and the State Library, and (4) promoting interli- .
brary cooperation. Funds are provided to the State Librarian who

allocates them among library agencies within the state. -

Each fall, the State Librarian initiates a grant application process where-

by library agencies may seek funds for new services or the extension of
currently funded services. In 1983-84, the State Librarian, with the advice
of the California State Advisory Council on Libraries, awarded 58 grants
to applicants.

The budget estimates that the state will receive $6,162,000>in federal -

funds for local assistance through the LSCA. This is a decrease of $6,248,-
000, or 50.3 percent, below the authorized expenditure level for 1982-83.
This reduction primarily reflects the fact that a one-time allocation in the
current year to construct and renovate public library facilities will not be
available in the budget.year. y

We recommend approval of this item as budget.

3. Public Library Foundation Program (ltem 6100-221-001)

Chapter 1498, Statutes of 1982 (SB 358) created the Public Library Fund
to increase the amount of state funds provided to public libraries. Prior to
Ch 1498/82, public libraries under local jurisdictions were supported pri-
marily from loeal funding sources. This chapter authorized an appropria-
tion of state funds to supplement, by up to 10 percent of a “foundation
program” level, the local funding of each library. A foundation program
is defined as activities of a library related to its role as a provider of
information, education, and cultural enrichment to the community, and
excludes capital outlay expenses. :

For purposes of the act, the total cost of a library’s foundation program
in 1982-83 is defined as $12 times the number of persons served within the
library’s jurisdietion. This per capita amount is adjusted annually by the
average percentage increase in unified school districts’ revenue limits for
the previous fiscal year. In order to receive the full 10 percent state
contribution, a library must certify that the amount of local revenues
actually appropriated for its foundation program equals at least 90 percent

of the computed foundation program level. If local revenues total less than -

90 percent of the computed level, the amount of state aid is reduced
pr"(I)ﬁortionately.

e Legislature appropriated $12.5 million in last year’s Budget Bill to-

provide funding for the Public Library Foundation Program, beginning
January 1,1984. The Governor, however, vetoed $6.5 million of the amount
approved by the Legislature, resulting in a net appropriation of $6 million
in the current year. The State Librarian has certified that 157 public
libraries are eligible to receive funding for their foundation programs in
1983-84. Based on the entitlement formula provided by Ch 1498/82 and
the actual level of local support for each library’s foundation program, the
State Librarian has calcuElted total entitlements for this program in the
current year to be $13.5 million, based on a half year’s cost. Because the
existing appropriation of $6 million is not sufficient to fully fund this

)
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program, each public library’s apportionment has been reduced propor-

tionately, resulting in apportionments ranging from $24 for Vernon to
. $818,000 for the Los Angeles Public Library.
... The budget proposes a total of $12 mrlhon for the Pubhc Library Foun-

dation Program in 1984-85. Based on (1) the level of entitlements claimed
by libraries in the current year under this program and (2) an increase of
10 percent in unified districts’ total revenue limits in 1983-84, we estimate
that claims for full-year fundmg in the budget year will total approxlrnate-
ly $30 million.
" Because these funds represent a general aid block grant to libraries, we
have no analytical basis for determining how much, if any, funding should
be provided for the Public Library Foundation Program in 1984-85. This
is a policy decision which the Legislature must make; based onits priorities
regarding the use of limited state resources. Accordmgly, we make no
recommendatlon on this matter

DEPARTMENT OF EDUCATION—CAPITAL OUTLAY
Item 6100 301 from the Surplus

Property Revolving Fund Budget p. E 103
Requested 1984-85 ...covvrieernrrens e e $800,000
Recommendatlon Pending ... 800,000
ANALYSIS AND RECOMMENDATIONS ( "‘"}"‘L e.d “"L‘“& kit

fuve wo c,\/ C fund
Wurehouse Refrigeration

P ﬁ,i'v 90 gt
We m@gjirecommenda&on—on Item 6100- 301- %

mhonwdmgmee&p&oﬁam@deos&e&hmt&ﬁam»tb&@ﬁw%ﬁ&ale
Arehiteet~information.describing-recent-changes-to-the-projecty-and the
proposed. method-for-finaneing-the.remodeling. work.

The budget proposes $800,000 from the Surplus Property Revolving
Fund to remodel 60,000 square feet of leased storage space at the Depart-
‘ment of Education, Warehouse Distribution Center in Pomona. The de-
* partment is proposing to convert a portion of dry storage space in the
warehouse to refrigerated storage space.

Background. The Office of Surplus Property operates two ‘ware-
house distribution centers in the state, one in Pomona and the other in
Sacramento. These centers store donated foods received through the
Commodity Distribution Program administered by the U.S. Department
of Agriculture. Donated foods are received in the warehouse centers and
then distributed to eligible agencies throughout the state.

The department leases approximately 150,000 square feet of dry storage
space in Pomona, at a: montﬁly cost of $27, 000. The lease agreement is for
a period of 15 years, ending in September 1998. The department also leases
approximately 72,000 square feet of refrigerated storage space from a local
commercial warehouse on a month-to- month basis. The monthly cost for
this storage space has averaged approximately $58,000.

According to information submitted by the department, the money
included in the budget would be used to convert 60,000 square feet of




Item 6100 K-12 EDUCATION / 1623

leased dry storage space into refrigerated storage. This would lessen the -
department’s reliance on month-to-month leasing of commercial storage
space for refrigerated storage needs. A minor amount of commercial stor-
age space may on occasion be leased in order to accommodate unan-
ticipated food donations.

Cost and Scope of Remodeling Work is Uncertain. The 1984-85
budget inecludes $800,000 for this project. However, an Office of State
Architect (OSA) budget estimate prepared for this project in 1983-84
estimated the total cost at $682,000. The amount requested in the budget
year, then, is $120,000 or 17 percent higher than the 1983-84 estimate.

The department indicates that the higher estimate is based upon infla-
tion, salary’ increases for labor, and other unspecified costs. Based on the
construction cost index increase since last year, however, the cost of this
project should have increased no more than $29,000, instead of $120,000.
An increase for other reasons has not been substantiated. Moreover, we
have not received a new cost estimate for this project from the OSA.

In additon, department officials indicate that the total amount of storage
space to be remodeled has been reduced from 60,000 square feet to 54,000
square feet. We do not know to what extent this will affect remodeling
costs.

Method of Payment Has Not Been Determined. Further, at the
time this A.nalysis was prepared, it was our understanding that the method
for financing the warehouse remodeling project is still unresolved. Ac-
cording to department officials, the proposed plan calls for the owner of
the warehouse to perform the necessary work to convert the storage
space. What has not been determined, however, is the method of paying
for this work. , :

Apparently, the Department of General Services, Office of Space Man-
agement, is considering two options for financing the work. One option
would involve reimbursing the owner in full for the work with capital
outlay funds; the other option would involve amortizing the cost of remod-
eling in the lease payments. The department indicates that it is waiting
for the Office of Space Management to make a final determination as to
which option woudee the least costly to the state.

We have concerns that the contract for this project may be awarded
without competitive bidding.. According to the department, the owner
would perform the remodeling work under both financing alternatives.
Under this procedure, there are no assurances that the owner’s cost for this
work would be the lowest cost that could be achieved. Therefore, if the
Legislature chooses to fund this project, we recommend that the project
be approved with the stipulation that the proposed remodeling work be
competively bid.

In sum, we conclude that this project is justified. Nevertheless, we with-
hold recommendation on the $800,000 proposed under this item, pending
receipt of (1) new cost information from the OSA, (2) an accurate descrip-
tion of the work that is being proposed, (3) a determination of the most
cost-effective method for financing the remodeling work, and (4) assur-
ances from the department that the proposed remodeling work will be
competively bid.

52—77958
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Supplemental Report Language

For purposes of project definition and. control, we recommend that
supplemental report language be adopted which describes the scope of
the capital outlay project approved under this item.

DEPARTMENT OF EDUCATION—REAPPROPRIATION

Item 6100-490 from the General , ;
Fund ’ Budget p. E 1

ANALYSIS AND RECOMMENDATIONS

Technical Amendment Needed

We recommend that the Legislature amend the Budget Bill language
contained in Item 6100-490 by specifying that it reappropriates the undis-
bursed balance of Item 6100-146-001 of the Budget Act of 1983, in order
to correct an improper reference to the Budget Act of 1952.

The budget proposes the reappropriation on July 1, 1984, of the undis-
bursed balance of Item 6100-146-001 of the Budget Act of 1982 for evalua-
tions of the Demonstration Programs in Reading and Mathematics.

The Demonstration Programs in Reading and Mathematics were estab-
lished to provide cost-effective, exemplary programs in grades 7, 8, and 9,
using intensive instruction. An integral component of these programs
involves the evaluation of activities performed during the school year.

Completion of the evaluations typically does not occur until early in the
fiscal year following the year in wi;ich the programs were conducted. For
this reason, the Budget Act has, for several years, contained language
reappropriating the unexpended balance of the demonstration programs’
appropriation from the preceding year, for the purpose of funding these
evaluations. .

Our review indicates that this practice is justified. The Budget Bill,
however, incorrectly references as the amount to be reappropriated the
undisbursed balance of Item 6100-146-001 of the Budget Act of 1982—an
amount which has already been fully expended. Accordingly, we recom-
mend that the Legislature amend the Budget Bill language contained in
Item 6100-490 to specify that it reappropriates the undisbursed balance of
Itern 6100-146-001 of the Budget Act of 1953, '

'
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CONTRIBUTIONS TO STATE TEACHERS’ RETIREMENT FUND

Item 6300 from the General .
Fund _ Budget p. E 104

Requested 1984-85 $536,045,000

Estimated 1983-84 - e 20,500,000

ACHUAl 198283 ... resenseesesssstsrsssrasesssasssnsssnns 191,300,000 ®
Requested increase $515,545,000 (2,515 percent)

Total recommended reduction ..........ccceveereeereriserernseioniveionneenns None

Recommendation pending ...........cccoeoeenmmunrsceseeeersnreecinesssseensee $512,345,000

2 Does not include funding for legislative. mandates, which was included in this item in 1982-83 but
excluded thereafter. .

1984-85 FUNDING BY ITEM AND SOURCE

Item Description Fund Amount
6300-101-001—State Teachers’ Retirement System: General - $512,345,000
Unfunded Liability '
6300-101-001—State Teachers’ Retirement System: General 23,700,000
COLAs
Total » _ $536,045,000
- Analysis
SUMMARY OF MAIJOR ISSUES AND RECOMMENDATIONS page

1. State Management of STRS. Recommend that the Legis- 1629
-lature consider terminating the STRS, so that the funding
and control of retirement benefits for teachers can be deter-
" mined locally.

2. Normal Costs. Recommend that the Legislature act 1631
promptly to eliminate the current shortfall in funding the

"~ “normal costs” of STRS benefits.

3. State Contributions for STRS Unfunded Liability. Withhold 1632
recommendation on $512,345,000 budgeted for STRS un-
funded liabilities (Item 6300-101-001), pending legislative
decisions on the funding of STRS normal costs and the fu-
ture of the system.

4. Pension COLAs. Recommend Legislature consider im- 1633
proving the method of providing cost-of-living adjustments

- .to STRS retirees.

GENERAL PROGRAM STATEMENT

This item provides for the state’s statutory contribution toward financ-
ing the costs of unfunded retirement benéfits of members of the State
Teachers’ Retirement System (STRS). '

OVERVIEW OF THE BUDGET REQUEST

The budget proposes total appropriations of $536,045,000 from the Gen-
eral Fund to the State Teachers’ Retirement Fund (STRF) in 1984-85.
This amount consists of three components: .

¢ Base Contribution. The budget proposes to provide $301 million

to the STRF as the state’s basic annual contribution, pursuant to exist-
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ing law (Sections 23401 and 23402 of the Education Code).

o Funding for Deferred 1953-84 Contribution. The budget also pro-
poses to “pay back” the STRF for funds which were approved by the
Legislature for the state’s 1983-84 contribution ($211.3 million) but
later vetoed by the Governor.

e COLA for Retirees. The 1984-85 request also includes $23.7 mil-
lion to pay for supplemental, ad hoc cost-of-living adjustments
(COLAs) for those STRS retirees whose benefits have been eroded
most by inflation. In the current year, $20.5 million was provided for
this purpose. - :

The Governor’s Budget for 1983-84 originally proposed $211.3 as the
state’s STRF contribution. The Legislature, however, augmented this
amount by (1) $20 million, as a partial dpayment of the “incremental”
addition to the base contribution required by Ch 282/79 (see below), and
(2) $20.5 million to provide the special COLA to retirees, consistent with
Ch 1606/82 - (SB 1562). The Governor vetoed all funds except for the
COLA monies. - ,

Table 1 summarizes total General Fund expenditures to STRF, by com-
ponent, for the past, current and budget years.

Table 1

State General Fund Contribution to
State Teachers’ Retirement Fund
1982-83 through 1984-85

(in millions)

. Actual Estimated Proposed

Component 195283 1983-84 1984-85
Base Contribution $171.3 . $221.0
Deferral of 1983-84 Contribution — — 211.3
Incremental Contribution 20,0 b 80.0
Funding for 'COLA - $205 23.7
Total Expenditures $1913 $20.5 $536.0

# $191.3 million was prbposed in the 1983-84 Governor’s Budget, but was vetoed by the Governor.
Y The Legislature included $20 million for this component in the 1983 Budget Bill, but it was vetoed by
the Governor. .

Statutory Requirements for State Funding of STRS Unfunded Liability

Beginning in 1972, the Legislature began appropriating $135 million to
the STRF as a means of reducing the existing unfunded liability of the
system. This amount was not sufficient to solve the problem, however, so
in 1979 the Legislature enacted Ch 282 (AB 8), which—among other
things—provided for future increases in the state’s annual contribution. It
did so by: (1) increasing the state’s base contribution by the annual change
in the California Consumer Price Index (CCPI), and (2) increasing the
adjusted base contribution by designated increments every year until
1994-95, when it would be $280 million. Beyond that date, this incremental

“amount will also be increased by the CCPI increase.

For various reasons, the Legislature has never appropriated the full
amount called for by Chapter 282. Table 2 provides a comparison of the
contributions required by the measure with the amounts actually appro-
priated in the Budget Act for the five-year period 198081 through 1984—
85.




Table 2

State Contributions to the State Teachers’ Retirement Fund
As Proposed by Ch 282/79 and Appropriated Amounts

1980-81 through 198485
(in millions)
1950-81 1981-82 1982-83 1983-84 1984-85
) Required by Appro- Required by Appro- Required by Appro- Required by Appro- Required by

Component Chapter 282 . priated ~ Chapter 282  priated Chapter 282 priated Chapter 282 priated Chapter 282 Proposed
Baseline Contribution $1443 $144.3 $165.8 $161.6 - 81850 $171.3 $205.2 - $209.5 $209.5
CCP1 Adjusppents a15° - 173° 19.2* 97¢ - 202° S 43° — 115° 115°

Subtotals.... ($165.8) ($161.6) ($185.0) ($170.3) ($205.2) (3171.3) ($209.5) (=) ($221.0) ($221.0)
Incremental Contribution......ccccu.... 10.0 10.0 20.0 20.0 40.0 20.0 60.0 - 80.0 80.0

Totals ... $175.8 $171.6 $205.0 $1913 $2452 $191.3 $2695  — $301.0 $301.0

® Adjustments to the baseline contributions, based on the CCPI of the preceding year (as calculated by the Department of Finance). The department’s CCPI figures
are fiscal-year averages, as compared with the June-to-June CCPI change used by STRS to calculate these adjustments.

b Based on a 12 percent increase in-lieu of a statutory CCPI increase of 14.9 percent.

¢ Based on a 6 percent increase in lieu of a statutory CCPI increase of 11.6 percent.

4 No adjustment adopted; or proposed.

009 W]

-L291 / NOILVONQd 31-3



1628 / K-12 EDUCATION Item 6300

CONTRIBUTIONS TO STATE TEACHERS’ RETIREMENT FUND—Continved

Pending Court Cases Seek Retroactive Payment of Shortfalls in
State Contributions

Following the Governor’s veto of the $211.3 million state contribution
from the 1983 Budget Act, the California Teachers’ Association (CTA)
filed a lawsuit against the state seeking repayment of these contributions
and the retroactive payment of $49.9 million in total “shortfalls” from
Chapter 282 funding requirements for the 1980-83 period (as calculated
by STRS in July 1983). Thus, the CTA suit requests a total payment of
$261.2 million from the state to the State Teachers” Retirement Fund.

Shortly after the CTA action, the Teachers’ Retirement Board of the
STRS also filed suit against the state, requesting payment of contribution
“shortfalls” in the amount of $330.2 million plus interest on the court
awarded amount. The amount in the STRS suit is based on updated STRS
estimates.

These lawsuits have now been combined into one action, which is sched-
uled to be heard on February 22, 1984, in the Court of Appeals, Third
Appellate District. Although the suit initially was filed against the State
Controller, the Governor and the Department of Finance have interv-
ened as real parties of interest in this action.

ANALYSIS AND RECOMMENDATIONS
The STRS Funding Problem

In our 1983-84 Analysis (pp. 1463-1465), we discussed the nature and
scope of the STRS funding problem. Basically, the problem has two major
components: ’

“Normal Costs” Have Never Been Funded. The normal cost (that
is, the cost of funding retirement benefits earned in a given year) have
never been adequately funded. From its inception in 1913 until 1972, the
system was financed on a “pay as you go” basis, using the annual income
from minimal employers’ and employees’ contributions to pay benefits to
retirees. During this period, no funds were set aside to cover the accruing
cost of future benefits being earned by the working STRS membership.

In 1972, the Legislature enacted legislation establishing a program pro-
viding for partial reserve funding of accruing benefits. This legislation
increased employers’ and teachers’ contributions to the STRS (each pays
8 percent of salary), and required annual contributions of $135 miﬁion
from the General Fund for the cost of benefits already accrued. This
program, however, did not provide for a fully funded system, as costs were
growing due to higher salaries being earned by active teachers and addi-
tional benefits provided to retired teachers. As of 1981 (when the last
actuarial valuation was performed), the normal costs of STRS benefits
were still not being funded. As shown in Table 3, the funding gap was 3.2
Eercent of STRS payroll. Based on a projected 1984-85 STRS payroll of $7.7

illion, this 3.2 percent “gap” would be equal to about $246 million.

The STRS Has a Large and Growing Unfunded Liability. Because
normal costs have never been adequately funded, the STRS has ac-
cumulated a large unfunded liability (that is, the cost of benefits earned
in prior years exceed the value of current assets). As of the last valuation
in 1981, the consulting actuary estimated the size of the STRS’s unfunded
liability to be $13.2 billion.. Although the state’s annual General Fund
contributions toward this unfunded liability increased from $135 million
in 1972-73 to a proposed $301 million in 1984-85, the size of the unfunded
gability continues to grow. Currently, it is estimated to be about $15

illion. '
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Table 3
State Teachers’ Retirement Fund
Current Contributions and Funding Requirements
As of June 30, 1981

1984-85
Equivalent
Percent of Cost
STRS Payroll® (millions) ®
Normal Costs ........ 19.2% $1.478
Contributions:
Employers (school districts) 80 616
Employees (teachers) 8.0 616
Shortfall . 32 246
Unfunded Liability :
State Contribution 39%°¢ $301
Additional Amounts Needed to:
Achieve Infinite Funding ¢ 17 131
Amortize over 50 years 18 139
Amortize over 40 years 28 216
Amortize over 30 years 46 354

® Based on long-range, level contribution rates, as calculated in the last actuarial valuation (June 30, 1981).

b Based on projected STRS payroll of $7.7 billion in 198485,

© This figure is 0.2 percent more than the 3.7 percent figure shown in the 1981 valuation, because it is based
“on the Chapter 282 funding requirement for 1984-85.

4 Unfunded liability would not be amortized. It would grow at same rate as STRS payroll.

-As Table 3 shows, the state’s base contribution toward the unfunded
liability is equial to 3.9 percent of the STRS payroll. The system would need
an additional 1.7 percent (or $131 million) annual contribution from some
source just to limit the rate of growth in the unfunded liability to the rate
of growth in the STRS payroll (“infinite funding”). Alternatively, the
unfunded liability could be eliminated by amortizing this debt over sev-
eral decades. ‘As Table 3 indicates, the longer the amortization period, the
smaller the necessary annual contribution. '

The contribution rates and 1984-85 amounts in Table 3 merely indicate
the approximate scope of the unfunded liability problem. They are not
precise estimates of current contributions and funding requirements, as
they are based on actuarial data which are three years old. A new valuation
(as of June 30, 1983) is currently under way for the STRS, and the updated
actuarial data from that valuation will be available in April 1984.

The Legislature Should Consider Ending State Management of STRS

We recommend that the Legislature consider terminating—on a pro-
spective basis—the State Teachers’ Retirement System, so that the funding
and control of retirement benefits for teachers can be locally determined.

Currently, the state plays a central role in the provision of retirement
benefits for the state’s teachers. Specifically, it:
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e Manages the STRS, , .

s Determines in law the level of retirement benefits and the contribu-
tion rates required of employees and employers,

« Bears the entire cost of benefit increases (because benefits can only
be increased by a state mandate), and

o Contributes heavily ($512 million proposed in 1984-85) toward the
STRS unfunded liability, and pays indirectly—through apportion-
ments to the school districts—most of the employers’ STRS contribu-
tions.

- Qur analysis of the state’s extensive involvement in local retirement
indicates that it may be inappropriate, for several reasons. First, the state’s
active role with regard to retirement benefits appears to be inconsistent
with its passive role with regard to all other forms of teacher compensa-
tion. For instance, the most significant form of compensation to teachers
is, of course, salary. Yet the issue of salary levels paid to teachers is one
which is left almost entirely to local school districts and their employees
through the collective bargaining process. :

Second, the establishment of what is basically a state-run system limits
the choices of both school districts and school teachers. Districts are re-
quired to contribute 8 percent of salary to STRS in order to fund a single
retirement benefit structure. Some districts, however, might prefer to use
those funds to finance other pension plans that better meet their needs.
Similarly, teachers are required to contribute 8 percent of their salaries to
STRS for a single deﬁnedqbeneﬁt structure, when, in fact, the retirement
needs of individuals vary dramatically. Some teachers may prefer to take
their compensation in forms other than retirement-—perhaps because
their spouses already have adequate pension plans. Other teachers may
need or want an even more generous retirement allowance. :

Finally, in establishing the STRS, the state has—ironically—limited its
fiscal control over the costs of retirement benefits. Because the state desig-
nated the rates to be paid by employers and employees, the Legislature
may now feel compelled (or, worse, re ally obligated) to pick up some or
all of the STRS unfunded liability and/or normal cost shortfall, both of
which resulted because employer and employee rates were not set and
periodically adjusted so as to keep pace with the costs of the system.

For these reasons, we recommend that the Legislature consider ter-
minating the STRS on a prospective basis. If this were done, the state’s
ongoing management responsibilities would be limited to the benefits that
current STRS members and retirees had already accrued as of the termi-
nation date. Thus, the recommendation would not in any way affect bene-
fits already vested through STRS—that system would continue to function
in order to guarantee the payment of these already-accrued benefits.
From the termination date forward, however, any benefits accruing to
existing and new teachers would be determined by the school districts
and/or superintendents of schools through negotiations with their em-
ployees under collective bargaining.

In turning over the responsibility for providing retirement bemnefits to
local agencies, the Legislature should not give up all control over teacher
retirement systems. It should still regulate the financial soundness of local-
ly adopted systems. The Legislature might want to do even more. If, for
exampge, it wanted to ensure that districts provide a certain minimum
level of pension benefits to teachers after the termination date, it could
require—as a condition of receiving apportionment aid—that districts
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provide such benefits to teachers. Or, if the Legislature wanted to have
a “statewide” system that would provide for transferability of benefits, it
could authorize the Public Employees’ Retirement System to establish
some basic plans that would be made available to any teacher in the state.

As a means of implementing our recommendation, the Legislature
might want to request the STRS study panel, as established by Resolution
Chapter 123, Statutes of 1983, to examine the advantages and disadvan-
tages of the state terminating its direct management and control over the
existing teachers’ pension system. The panel, which has as its mandate to
examine the funding and the benefit structure of STRS, is scheduled to
report to the Legislature and Governor by December 1, 1984.

Recommend Legislative Action to Fully Fund Normal Costs

We recommend that the Legislature act promptly to eliminate the cur-
rent shortfall in funding for the normal cost of the STRS.

In Perspectives and Issues (Part 3), we discuss some of the basic issues
confronting the Legislature with regard to funding of the state’s retire-
ment systems. In that discussion, we recommend that the Legislature give
the highest priority to eliminating any shortfall in funding for a system’s
normal costs (that is, the costs of funding retirement benefits which are
being earned in a given yeal(?. .

In past years, most of the discussion concerning funding for the STRS
has centered around the system’s large unfunded liability. This unfunded
liability is, indeed, a probl}:em. In our judgment, however, the shortfall in
funding for the STRS’s normal cost is a more immediate and serious con-
cern. It is this shortfall which brought about the unfunded liability in the
first place. The shortfall in funding the normal cost, moreover, is the

_reason why the unfunded liability continues to grow. Consequently, we
believe fully funding normal costs should be the first step in checking the
growth of the STRS’s unfunded liability. Accordingly, we encourage the
Legislature to fully fund normal costs as soon as practical, and prior to
adgressing the STRS unfunded liability.

As noted in our earlier discussion of the STRS funding problem, the
latest actuarial data available indicate a shortfall of 3.2 percent of payroll
in funding for the STRS’s normal costs (as of 1981). Given a projected
STRS payroll of $7.7 billion in 1984-85, it would take $246 million to fund
the shortfall in the budget year. Ongoing funding requirements in future
years would increase in proportion to the STRS payroll, assuming no
change in ‘the STRS benefit structure. The normal cost contribution re-
quirement may chan%e, when the results of the new actuarial valuation
are published in April 1984,

Total Subvention Assistance: A Guide to Selecting Funding Options

~ If the Legislature decides to eliminate the normal cost shortfall, it still

needs a basis for choosing among various options for funding these costs.
In considering the options for eliminating shortfalls in state retirement
systems (please see, for example, our analysis of a similar shortfall, under
Item 0390—the Judges’ Retirement System), we recommended that the
Legislature make decisions on the basis of fotal compensation provided to
employees. That is, the Legislature should view the state’s contribution to
a state employee’s retirement as just one aspect of the employee’s overall
compensation—along with salary, other fringe benefits and the general
working environment—and set total compensation offered to state em-
ployees at the level required to hire new and keep existing employees.
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Similarly, we recommend that the Legislature view the state’s contro-
bution to the STRS as one component of total subvention assistance pro-
vided to local school districts. The state currently finances—through
apportionment and other aid—the vast majority of local school expendi-
tures. We recommend that the Legislature consider STRS retirement
costs as just another expense of providing educational services, and that
it decide its appropriate contribution toward the expenses as part of its
decision as to the total amounts of money to be distributed to schools each
year. .

If the Legislature concludes that the level of total assistance to K-12
districts and county offices is not adequate, the state would want to pick
up part or all of the normal cost shortfall. If, on the other hand, the
Legislature determined that the level of subvention aid provided to school
districts is adequate, it would want to have the shortfall made up at the
local level, through increased employer and/or employee contributions or
through the reduction—on a perspective basis—of retirement benefits.

The STRS .Unfunded Liability Issue

We withhold recommendation on $512.3 million propbsed in Item 6300-
101-001, pending decisions by the Legislature on funding STRS normal
costs and unfunded Iiabilities.

The budget proposes to appropriate $512.3 million from the General
Fund to the STRS, pursuant to Ch 282/79. This amount includes $211.3
million which was appropriated by the Legislature for 1983-84 but deleted
by the Governor from the 1983 Budget Act. ‘ ‘

While the state’s. contribution apparently is intended to address the
system’s unfunded liability, the current level of funding is not adequate
to stem the growth in the unfunded liability, let alone enough to amortize
the liability over a specified number of years (please see Table 3, above).

We find it difficult to make a recommendation on this proposed amount,
for several reasons: ’ )

Responsibility for Liability. While the state has assumed the role of
addressing the unfunded liability, it may want to consider having employ-
ers and employees contribute to any proposed solution aimed at reducing
or eliminating the system’s unfunded liability. _

Intergenerational Equity. As we note in Perspectives and Issues
(Part 3), there is no analytical basis for requiring one group of taxpayers
(for example, current taxpayers) to bear a greater burden in retiring an
unfunded liability not of its own making, rather than requiring some other
group (that is, a future generation) to bear this burden. Consequently, it
is impossible for us to recommend a level of contributions the state should
make toward the unfunded liability in any one year.

Other Decisions Could Affect Level of Contribution. Any decision
the Legislature makes on the two issues discussed above—terminating the
system and funding normal costs—might affect its policy toward the un-
funded liability problem. For example, if the Legislature decided to close
down the system on a prospective basis, it would not be necessary to
appropriate one-half billion dollars now, in order to fund accrued benefits
which will have to be paid many years hence. This money could be used
for other purposes, including an increase in K~12 apportionments.

Objective of State Contributions. Finally, it is unclear to us as to
the objective of the state’s STRS contributions. Given that the Chapter 282
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—required amounts do not amortize the unfunded liability or result in
“infinite funding,” the state’s annual contribution appears to be based
primarily on what the state can afford at the time.

Consequently, we withhold recommendation on the $512.3 million re-
quested for the state’s contribution to the STRS, pending legislative deter-
mination of the need for and objective of state contributions to STRS.

Ad Hoc Cost-of-Living Adjustments (COLA)
We recommend approval,

The budget proposes a General Fund appropriation of $23.7 million
(Item 6300-111-001 to the State Teachers’ Retirement Fund to finance a
supplemental, ad hoc COLA for certain STRS retirees. Enacted by Ch
1606/82 (SB 1562), this supplemental COLA, which ranges from average
monthly increases of 9.5 percent to 0.1 percent, depending on the pension
base, is provided on a pro rata basis for the purpose of improving the
purchasing power of pensions for those STRS retirees who have been most
affected by inflation. This COLA: (1) is not cumulative, (2) does not
become part of the base pension, and (3) is paid only if the necessary
funding is provided in the annual Budget Act. The additional benefit is
equal to five percent of the average, annualized statewide salary increase
granted to public teachers over the three preceding school years.

The 1983 Budget Act provided a General Fund appropriation of $20.5
million to fund this COLA in 1983-84. The $23.7 million' proposed for
1984-85 is the amount required to fund this benefit, pursuant to the index
in Chapter 1606, as determined by the STRS.

In addition to the ad hoc COLAs provided by Chapter 1606, Ch 1213/83
(SB 638) also provides ad hoc, supplemental increases to a// STRS retirees
whose pensions are at levels that are less than 75 percent of their original
Eurchasing power. These COLAs also are not cumulative and do not

ecome part of the pension base. They are financed, subject to the availa-
bility of funds, by a continuous appropriation of revenues from the sale or
lease of school lands and in lieu lands received by the state from the
federal government for support of schools. An estimated $10 million is
expected to be available from this source to finance provisions of Chapter
1213 in 1984-85. , »

We recommend approval of this proposed appropriation. Because of the
statutory limit on annual COLAs (2 percent per year, uncompounded),
long-term STRS retirees have been particularly hard-hit by the high infla-
tion rates of recent years. Furthermore, the Legislature, in enacting both
Chapter 1606 and Chapter 1213, and in augmenting the 1983 Budget Act
by $20.5 million for Chapter 1606 COLA payments, has expressed its intent
regarding the maintenance of STRS retirees’ purchasing power.

Legisiature Should Consider Alternative Method of Funding' COlLAs

We recommend that the Legislature consider improving the method of
providing cost-of-living adjustments to STRS retirees.

Every year, the Legislature considers bills which would grant STRS
retirees cost-of-living adjustments in excess of the statutory 2 percent
adjustment, in order to restore members’ lost purchasing power. As noted
above, in times of high inflation, the 2 percent “cap” leads to an erosion
of the basic retirement benefit, in terms of purchasing power.

In order to avoid having this issue surface every year, we recommend
that the Legislature consider restructuring the basic STRS benefit struc-
ture to provide a more adequate COLA. This could be accomplished by
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replacing the 2 percent COLA with an adjustment based on a specified
percentage of an inflation index (for example, the annual adjustment
cogld be 75 percent of the annual change in the California Consumer Price
Index). .

If the Legislature were receptive to this change, it could be implement-
ed for active STRS members at no additional costs. This would involve
reducing the base retirement benefit in return for guaranteed higher
COLAs in subsequent years. The change could nof apply to current re-
tirees without a significant increase in state funding, %owever.

The Legislature might want to ask the STRS Study Panel to examine the
feasibility of implementing such a change, as part of its task of reviewing
the STRS benefit structure. - :

Legislative Mandates

We recommend approval, »

The state currently reimburses local entities (primarily school districts)
for their increased STRS costs in complying with three state mandates.
These mandates, along with the state’s expenditures for reimbursements
in the current and budget years, are shown in Table 4. Prior to 1983-84,
the state appropriated funds for these mandates in Item 6300. Since 1983-
84, however, the annual appropriations for these reimbursements have
been included in Item 9680 (“Mandated Local Programs™).

Table 4

State Teachers’ Retirement Furid
Expenditures for State Mandated Costs
1983-84 and 1984-85

{in millions)
Change From
) Estimated = Proposed 1983-84

Programs . 1983-84 198485 Amount Percent

Ch 89/74: retirement credit for unused sick leave............. $11.1 $11.1 — —
Ch 1036/79: ad hoc COLAs for STRS retirees ........... 221 23.9 $1.8 8.1%

Ch 1286/80: increase in STRS minimum benefits _18 _84 _06 71
Total expenditures : $41.0 $434 $2.4 5.8%

The budget proposes a General Fund appropriation of $43,399,000 (Item
9680-101-001) to reimburse local entities for their retirement program
costs of complying with the three legislative mandates. This amount is
$2,394,000, or 5.8 percent, more than estimated current-year expenditures
for this purpose. The increase in proposed 1984-85 expenditures is the
result of projected growth in the STRS payroll. The program costs of these
mandates are amortized over a 15-year funding period at specified, con-
stant percentages of STRS payroll. '

The expenditure proposed for each of the three mandated programs
represents the actuarial estimates of the STRS program costs resulting
from these mandates. In the case of Chapter 1036 and Chapter 1286 man-
dates, the actuarially projected costs have proved to be accurate. In the
case of Ch 89/74. (retirement credit for unused sick leave for STRS mem-
bers), however, the actuarial estimate of $11.1 million proposed for 1984-
85 is $20.9 million Jess than the STRS-projected cost of $32 million. Under
the current funding arrangement for these mandated costs, in effect since
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July 1, 1981 , this projected funding deficiency will be absorbed by the State
Teachers’ Retirement Fund. This is because the state funds for the actuari-
al cost estimates of these mandates are now appropriated directly to the
State Teachers’ Retirement Fund, instead of being paid to school districts
as reimbursement for their actual retirement program costs paid to STRS
(as required under the funding arrangement in effect prior to July 1,
1981).

CALIFORNIA ADVISORY COUNCIL ON VOCATIONAL
' EDUCATION

Item 6320 from the General :
Fund and Federal Trust Fund : Budget p. E 105

Requested 1984-85 , $226,000
Estimated 1983-84......... 249,000
ACtUal 198283 .....cocvcererrirrerirenirceensersssssssrenesieresesessssossasseressssnsens : 227,000
- Requested decrease (excluding amount
for salary increases) $23,000 (—9.2 percent)

Total recommended reduction .........ccviererereversermreneseresssesseisens None
1984-85 FUNDING BY ITEM AND SOURCE

Item Description Fund Amount
6320-001-001—Support General : $26,000

6320-001-887—Support Federal Trust (200,000)

GENERAI. PROGRAM STATEMENT

The federal Vocational Education Act of 1976 requires the state to estab-
lish an advisory council on vocational education and specifies the council’s
membership and duties. The California Advisory Council on Vocational
Education (CACVE) was established by Ch 1555/69 in order to comply
with this mandate.

The CACVE is mandated by state and federal law to (1) advise the State.
Board of Education, the Legislature, and other specified agencies on poli-
cies concerning vocational education and related federal programs; (2)
evaluate programs, services, and activities involving occupational educa-
tion; (3) provide technical assistance to local vocational education advi-
sory committees; and (4L‘¥repare an annual evaluation report. It consists
of 25 members and is staffed by 3.8 positions in the current year.

OVERVIEW OF THE BUDGET REQUEST ' .

The budget proposes expenditures totaling $226,000 from state and fed-
eral funds for support of the CACVE during 1984-85. This is a reduction
of $23,000, or 9.2 percent, from estimated current-year expenditures. The
budget also proposes to increase staffing by 0.3 positions, to be funded by
" a redirection from operating expenses. Funding for the council in the
prior, current, and budget years is summarized in Table 1.

The budget proposes $26,000 from the General Fund to support the
council, an increase of $2,000, or 8.3 percent, over the current year. This
amount will increase by the cost of any salary or staff benefit increase
approved for the budget year. : :
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Table 1 -
Funding for the California Advisory Council
on Vocational Education
1982-83 through 1984-85
{dollars in thousands)

Actual  Estimated Proposed Change
1982-83 1983-84 1984-85. Amount Percent

Federal funds $204 $225 $200 —$25 ~-111%
" General Fund 23 24 26 2 83
Reimbursements 4 — - - -
Totals $231 $249 $226 —$23 ~9.2%
Personnel-Years . 5.3 38 41 03 7.9%

The budget also proposes expenditures of $200,000 from the Federal
Trust Fund. This is $25,000, or 11 percent, below estimated expenditures
in the current year. The current year amount, however, includes expendi-
tur;s_So:f $25,000 which are being financed with funds carried over from
198 :

ANALYSIS AND RECOMMENDATIONS e

We recommend approval. The 1982 Budget Act appropriated
$24,000 from the General Fund for support of CACVE in 1982-83. This
amount was $75,000 less than the amount of General Fund support in
1981-82. The Legislature continued this level of support in 1983-84, and
the budget proposes.to maintain it in 1984-85, adjusted for merit salary and
price increases.

The council’s principal activities in the current year consist of reviewing
the annual state plan on vocational education, and developing legislation
concerning state policy on vocational education. The council intends to set
its agenda for 1984-85 in June, 1984. :

CALIFORNIA OCCUPATIONAL INFORMATION COORDINATING

; COMMITTEE
Item 6330 from the Federal
Trust Fund Budget p. E 106
Requested 1984-85 .......vvvvvvevrveerenniennns irvbieesnsssssssinsaassesssssassssenes $125,000
Estimated 1983-84..........cciovieininnmnnones 116,000
Actual 1982-83 ...ttt ecsessssasssensenssis 102,000

Requested increase (excluding amount
for salary increases) $9,000 (+47.8 percent) ‘
Total recommended reduction ............coreseeermniriiscsniisnies None

GENERAL PROGRAM STATEMENT .

The California Occupational Information Coordinating Committee
(COICC) was established by Ch 972/78 pursuant to a requirement con-
tained in the federal Vocational Education Act. The committee is respon-
sible for the development of the California Occupational Information
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System, which provides occupational planning and guidance information
to educational institutions, the Employment Development Department,
and private industry. : :

The committee has two authorized positions in the current year.

OVERVIEW OF THE BUDGET REQUEST :

The budget proposes an appropriation of ‘$125,000 from the Federal
Trust Fund for support of the COICC in 1984-85. This is an increase of
$9,000, or 7.8 percent, over estimated expenditures in the current year.

In the current year, the COICC will have to revert funds to the federal
government as a result of the Governor’s hiring freeze, thereby reducing
1983-84 expenditures below the $125,000 baseline level. Consequently, the
1984-85 budget represents a restoration of the 1983-84 budget base.

Table 1 shows COICC funding for the prior, current, and budget years.

Table 1
Funding for the California Occupational
Information Coordinating Committee
1982-83 through 1984-85
(dollars in thousands)

Actual  Estimated Proposed Change
1982-83 198384 198485 Amount Percent

Federal funds $102 $116 $125 $9 7.8%
Personnel-Years 1.6 2.0 20 -— -

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

During  1984-85, the COICC intends to develop a plan for the im-
plementation of a statewide labor market information system, pursuant to
the requirements of Ch 1234/83 (SB 178). The coordinating committee
also expeets to conduct workshops for vocational counselors and planners
on the use of labor market information.

COMMISSION ON TEACHER CREDENTIALING
Item 6360 from the Teacher

Creden tials Fund Budget p. E 110
ReQUESLEE 198485 ........coooeeeeeesvevecsseressoseesessessenmnsesssesssnsenee . $5,945,000
Estimated 1983-84.........ccccrrrnnnennnesienesnssserenesiviesessssssesinns 5,527,000
Actual 1982-83 ..., cosesnissensrassssasssenetsasasene 4,862,000

Requested increase (excluding amount
for salary increases) $418,000 (+7.6 percent)

Total recommended redUCtON. .......c.covveeeevieie i eerreesieeenenns 259,000
; : " Analysis
SUMMARY OF MAIJOR ISSUES AND RECOMMENDATIONS page

1. Credential Processing. Reduce Item 6360-001-407 by $2589,- 1640
000.  Recommend reduction in licensing staff of 13.2 po-
sitions to reflect the anticipated drop in workload. Further,
recornmend adoption of Budget Bill language requiring (1)
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COMMISSION ON TEACHER CREDENTIALING—Continued

the commission to report quarterly on the number of cre-
dential applications and (2) the Department of Finance to
reduce the number of positions authorized for the commis:
sion if the number of applications is less than anticipated.

2. Electronic Data Processing. Augment Item 6360-001-407 by 1641
$30,000. Recommend one-time augmentation of $30,000
for a study to determine the commission’s electronic data
processing requirements. Further recommend adoption of
supplemental report language directing the commission to
examine the feasibility of improving its management infor- .
mation systems and its use of equipment in order to increase
its operating efficiency and provide better information to
the Legislature.

3. Prudent Reserve. Recommend adoption of supplemental 1643
report language directing the Department of Finance, in
conjunction with the commissioner, to re-examine what a
“prudent reserve” is for the Teacher Credentials Fund be-
cause the methodology originally used by the department
was flawed.

4. Fingerprint Fees. Recommend adoption of Budget Bill 1645
language requiring the commission to increase fingerprint
processing fees from $18 to $27 so that it will fully recover
the cost of fingerprint processing. (Potential increase in
revenues to the Teacher Credentials Fund: $268,000.)

GENERAL PROGRAM STATEMENT

The Commission on Teacher Credentialing’ (CTC) is responsible for (a)
developing standards and procedures for credentialing teachers and ad-
ministrators, (b) issuing and revoking credentials, (c¢) evaluating and ap-
proving programs of teacher training institutions, and (d) establishing
policy leadership in the field of teacher preparation. The commission,
which is supported by the Teacher Credentials Fund, has 108.5 authorized
positions in the current year.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes an appropriation of $5,945,000 from the Teacher
Credentials Fund for support of the commission in 1984-85. This is an
increase of $418,000, or 8 percent, over estimated current-year expendi-
tures. This increase will grow by the amount of any salary or staff benefit
increase approved for the budget year. Table 1 summarizes funding for
the commission in the prior, current, and budget years.

Table 2 shows the changes proposed in the commission’s budget for the
budget year. As the table indicates, an increase of $280,000 is required to
maintain the existing level of service. Of this amount, $86,000 is required
to provide full-year funding in 1984-85 for compensation increases grant-
ed on January 1, 1984. The budget also reflects a reduction of $130,000
associated with one-time expenditures for EDP equipment purchase and
short-term contracts in 1983-84. In addition, the budget proposes an aug-
mentation of $191,000 for (1) bilingual assessment instruments and (2)
~ EDP equipment. Finally, the budget reflects a reduction of 3.3 positions
and $53,000, due to a decrease in the number of teacher credential applica-
tions.
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) Table 1
Commission on Teacher Credentialing
Budget Summary
1982-83 through 1984-85
(doliars in thousands)
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- Actual  Estimated  Proposed Change
1982-83 - 1983-84 = 1984-85 Amount - Percent

Elementary and pre-school professional per-

sonnel $1,002 $1,140 $1,187 $47
Secondary, adult and vocational professional

personnel...... 833 945 981 36
Instructional speeialists for all grades ............. 466 531 700 169
Professional admuinistrative and support serv-

ice personnel 303 342 377 35
Professional standards for certificated person- ]

nel : 958 1088 114l 53
Administration ... 1,300 1,481 1,559 78

Total EXpen@itures ........cmmumreremssnersessessss $4,862 $5,527 $5,945 $418
Teacher Credené&ials Fund ..........covrrvvverceens $4860  $5527 . $5945 $418
Reimbursements ........ ~ #2 — - —
Positions 105.7 1085 105.2 -33

Table 2

Proposed Budget Adjustments
Commission on Teacher Credentialing
1984-85
{in thousands)

1983-84 Adjusted Base Budget
A. Changes to Maintain Existing Budget

1. Annualized cost of 1983-84 compensation adjustments.................ureseesmmesens $86
2. Nonrecurring expenditures ~129
3. Price increase 280
4. Merit salary adjustments : S 43
B. Budget Change Proposals
1. Bilingual assessment instruments for special education professionals....... $57
2. Bilingual assessment instruments for credential holders................cuccrmmmmes: 119
3. EDP equipment . 15
4. Reduction in credential processing —53
Total 1984-85 Budget ;
Total Change from 1983-84:
Amount...
Percent....

ANALYSIS AND RECOMMENDATIONS

Augmentation for Bilingual Assessment Instruments is Warranted

41%

38
318

- 102

49
5.3

7.6%
7.6%

-3.0%

$5;527
. 280

138

The commission’s request for $176,000 to develop examinations which
measure biliragual competency is warranted because (1) the examinations
have been statutorily mandated and (2) the costs of examination develop-

“ment will be fully offset through fees charged to examinees. Accordingly,

we recommend that the funds requested for this purpose be approved.

.
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Credentials Applications Have Declined

We recommend that the commission’s licensing unit be reduced by
$259,000 and 13.2 positions to reflect the anticipated drop in workload. We
further recommend that the Legislature adopt Budget Act language re-
quiring (1) the Commission on Teacher Credentialing to report quarterly
on the number of applications for teaching credentials it has received, and
(2) the Department of Finance to make reductions in staffing in an
amount proportional to any decline in applications beyond that anticipat-
ed in the budget. (Reduce Item 6360-001-407 by $2589,000.)

Workload Shortfall in the Current Year. In last year’s Analysis, we
pointed out that implementatijon of the California Basic Educational Skill
Test (CBEST) could reduce the number of applications for teaching cre-
dentials submitted to the CTC. At the time, the CTC was expecting to
receive 109,000 applications for 1983-84.

A decrease in the number of credential application does, in fact, appear
to have occurred. Based on its experience during the first five months of
1983-84, the commission now expects to process only 85,000 applications
in the current year—28 percent less than the budgeted level.

The Commission’s Request for 1984-85. The commission projects
that the number of credential applications received in the budget year
will be approximately the same as the number currently estimated for
1983-84 (85,000). In recognition of the decline in workload relative to
what the 1983-84