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- projection of the index was made, for the budget year, it appeared to be
reasonable. Inflation, however, has not increased as anticipated. Using the
most recent indices, ad_)usted by the currently expected rate of inflation—
about Y percent per month—construction costs in the budget are over-
stated by approximately 3 percent. We therefore recommend that any
funds approved for construction under this item be reduced by 3 percent
to ehmmate overbudgeting.

Supplemenhl Report Language

For purposes of project definition and control, we recommend that the
fiscal subcommittees adopt supplemental report language which' de-
scribes the scope of each of the capital outlay projects approved under this
1tem

DEPARTMENT OF EDUCATION
Item 6100 from the General

Fund and various funds Budget p. E 1
Requested 1985-86..... rereesrenetaresese st s st st e eenne st abe $11,447,676,000
Estimated 1984-85 ...........oovveevrccreeeciceneenaens _ 10, 499 398 000
Actiaal 198384 .......cuviererrvreeierrrienneeeeesesee e snesssassessssesaresannes 9 496 071 000

Requested increase (excluding amount .

for salary increases) $948,278,000 (+9.0 percent)

Total recommended reduction .............ceveerveeeessresnerennse 59,837,000
Reeommendatlon PENAING .eeerenrrecnrecereenesserereseseesennaene 586,156,000
1985-86 FUNDING BY ITEM AND SOURCE ‘
Item—Description _ Fund Amount
6100-001-001—Main support General © $30,075,000
6100-001-140—Environmental educat]on adminis- Environmental License 123,000

tration : '
6100-001-178—School bus driver instruction Driver Training Penalty As- 500,000

. sessment -
6100-001-305—Private postsecondary education ~ Private Postsecondary Ad- 892,000
: ministration

6100-001-344—School facilities planning State School Building 647,000

_ Lease-Purchase
6100-001-687—Donated food distribution Donated Food Revolving i 26,844,000
6100-001-890—Federal support Federal Trust 42,584,000
6100-006-001—Special schools General : 35,097,000
6100-007-001—Special schools student transporta- . General C 544,000

tion
6100-011-001—Library support General ; - 8,668,000
6100-011-890—Library federal support Federal Trust 1,495,000
6100-015-001—Instructional materials warehousmg General 271,000 -

and. shipping C
6100-021-001-—Child nutrition administration General . 580000
6100-101-001—School apportionments - General 6,743,111,000
6100-101-890-Federal block grant Federal Trust 35,718,000
6100-102-001—Regional Occupational Centers/ General 187,697,000 -

Programs
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6100-106-001—~County schools
6100-107-001—Education Improvement Incentive
Program
6100-109-001—High school pupil counseling
6100-111-001—Home-to-School Transportation
6100-114-001—Court-ordered desegregation
6100-115-001—Voluntary desegregation
6100-116-001—School Improvement Program
6100-118-001—Vocational education student orga-
nizations
6100-119-001—Opportunity classes/specialized sec-
ondary schools/foster youth services
6100-121-001—Economic Impact Aid
6100-124-001—Gifted and Talented Education
6100-126-001—Miller-Unruh Reading Program
6100-128-001—Intergenerational education
6100-131-001—Native American Indian Education
6100-136-890—Federal ECIA Chapter 1
6100-141-890—Migrant education
6100-146-001—Demonstration programs in read-
ing and math
6100-151-001—American Indian Education Cen-
ters
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—Vocational education
6100-166-890—Vocational education
6100-167-001—Agricultural vocational education
6100-171-178—Driver training

6100-176-890—Refugee and immigrant programs
6100-181-001—Educational technology
6100-181-140—Environmental education

6100-183-001-—Curriculum on birth defects
6100-186-001—Instructional materials, K-8
6100-187-001—Instructional materials, 9-12
6100-191-001—Staff development
6100-192-001—Mathematics, Engineering, Science
Achievement ,
6100-196-001—Child development
6100-196-8%0—Federal child development
6100-201-001—Child nutrition
6100-201-890—Federal child nutrition
6100-203-890—Temporary Emergency Food As-
sistance Program
6100-206-001-—Urban Impact Aid
6100-207-001—Meade Aid
6100-208-001—Commissions on Professional
Competence
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

General
General

General
General -
General
General
General
General

General

General
General
General
General
General
Federal Trust
Federal Trust
General

Cenei-a.l

General

Federal Trust

General

General

Federal Trust

General

Federal Trust

General

Driver Training Penalty As-
sessment

Federal Trust

General
Environmental License
Plate

General

General

General

General

General

General
Federal Trust
General
Federal Trust
Federal Trust

General
General
General

General
Federal Trust
General

General

Item 6100

71,797,000
15,000,000

6,600,000
271,965,000
184,416,000
7,000,000
197,231,000
500,000

6,908,000

187,502,000
18,900,000
18,166,000

165,000
347,000

323,415,000

73,651,000
3,993,000

819,000

184,164,000
9,288,000
1,346,000
775,998,000
94,879,000
600,000
63,215,000
3,000,000

(19,500,000)

5,565,000
15,285,000
481,000

500,000
63,504,000
19,832,000
75,404,000

1,391,000

279,751,000
1,957,000
98,384,000
404,366,000
3,000,000

72,543,000
9,935,000
18,000

10,710,000
12,000,000
15,250,000

300,000
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6100-226-001—Cost-of-living increases General - 731,078,000
—Prior year balances available General 7,687,000
—Loan repayments General -3,281,000
~—Loan repayment Special Account for Capital —113,000
Outlay
—School apportionments State School 26,888,000
—Driver training State School 19,500,000
—Child nutrition Federal Trust 500,000
—Department administration Special Deposit 1,958,000
—Local assistance Special Deposit 1,100,000
—~Private postsecondary administration Student Tuition Recovery 52,000
—Student tuition recovery Student Tuition Recovery 420,000
Total $11,447 676,000
Funding Source:
General $10,296,751,000
Special Account for Capital Outlay 113,000
California Environmental License Plate 604,000
Driver Training Penalty Assessment . 500,000
Private Postsecondary Administration 892,000
State School 46,388,000
State School building Lease-Purchase 647,000
Donated Food Revolving 26,844,000
Federal Trust 1,071,633,000
Special Deposit 3,058,000
Student Tuition Recovery 472,000
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

School Apportionments

1. Serrano Equalization. Reduce Item 6100-101-001 by $21,- 1071
000,000. Recommend elimination of funds requested for
equalization aid because (1) further equalization does not
appear to be needed in order to comply with Serrano, (5125)
the proposed distribution mechanism would increase dis-

arities among different types of school districts, and (3)
ess costly means of achieving equalization exist. :

2. Basic Aid. Reduce Item 6100-101-001 by $1,676,000. 1074
Recommend adoption of Budget Bill language limiting the
amount of “basic aid” provided to high-weé;g.lth school dis-
tricts, because provision of such aid (1) is not constitution-
ally required and (2) is contrary to state policy of
eliminating wealth-related disparities.

3. Incentives for Longer School Day. Withhold recommen- 1077
dation on the proposed General Fund appropriation of
$354 million for incentives to lengthen the school day,
pending receipt of additional information.

4. Incentives for Longer School Year. Recommend adop- 1078
tion of Budget Bill language to clarify that school districts
which do not offer 180 days of instruction in 1985-86 shall
be ineligible to retain fumﬁng bonus for longer school year.

5. Computation of COLA. Recommend adoption of Budget 1080
Bill language requiring computation of statutory COLA for
revenue limits using data published as of April 30, 1985, in
order to ensure that the amount of funds apé)ropriated will
be consistent with the amount apportioned.
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6. Public Employees’ Retirement System (PERS) Contribu- 1081
tions. Recommend that the Department of Finance ex-
plain why the budget does not provide funding to increase
school district revenue limits to reflect termination of the
PERS reduction pursuant to SB 813 and the 1984 budget
" trailer bill. v ’

Other General Education Programs

7. Urban Impact Aid. Withhold recommendation on 1082
$75,445,000 requested from the General Fund for Urban
Impact Aid, pending completion of two legislatively-man-
dated reports.

Programs Relating to Classroom Instruction

8. School Improvement Program (SIP). Recommend that 1089
the Department of Finance clarity (1) the administration’s
objectives for SIP expansion and equalization and (2) how
the administration intends to achieve objectives of equali-
zation and expansion established by SB 813.

9. Education Improvement Incentive Program (EIIP). 1091
Recommend that the Department of Education explain
why it has failed to implement the EIIP on a pilot basis, as
required by SB 813.

10. EITP Administrative Costs. Recommend adoption of 1092
Budget Bill language authorizing the Department of Edu-
cation to reserve up to $225,000 for administrative costs,
because the current allowance for this program is too low.

11. Opportunity Classes and Programs. Withhold recom- 1095
mendation on $4,291,000 requested from the General Fund
for expansion of opportunity classes and programs, pend-
ing receipt of additional information. :

12. Opportunity Classes Reimbursements. ~ Recommend = 1095
that the Budget Bill be amended to clarify that districts
operating opportunity programs are eligible to receive in-
centive funding,. '

13. Instructional Materials (Grades K-8). Reduce Item 6100- 1097
186-001 by $226,000 and reduce Item 6100-226-001(k) by
$45,000. - Recommend reduction because the budget
overestimates enrollment. ‘ :

14. Demonstration Programs in Readin% and Mathematics. 1098
Recommend adoption of Budget Bill language restrictin,
funding eligibility for new programs to those which woul
differ signjﬁlcantly from existing demonstration programs.

15. Demonstration Programs in Reading and Mathematics. 1099
Recommend adoption of Budget Bill language limiting
state support of any demonstration program beyond the
first three years to costs of curriculum development and
dissernination. : )

16. High School Pupil Counseling. - Recommend that the 1099
Departments of Finance and Education comment on the :
consequences of underfunding the high school pupil coun-
seling program. b
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Programs Relating to Teaching and Administration

17. Mentor Teacher Program. Recommend that the De- 1102

partments of Finance and Education clarify the conse-
uences of a $15.9 million underfunding of support costs for
the Mentor Teacher program.

18. Minimum Teachers’ Salaries. Reduce Item 6100-101- 1104
001 (g) by $25,435,000.. Recommend reduction because
funds remaining from the current-year appropriation will
be sufficient to fund budget-year requirements. Further
recommend reappropriation of undisbursed current-year
balance in Item 6100-490. _

19. Administrator Training and Evaluation. Reduce Item 1107
6100-191-001 (a) by $1,000,000. Recommend reduction to
reflect delays in program implementation. Further recom-
mend reappropriation of undisbursed current-year bal-
ance in Item 6100-490. , E

20. Pilot Project for Administrative Personnel. Reduce Item 1107
6100-191-001 (b) by $250,000. Recommend reduction be-
cause funds remaining from current year appropriation
will not be sufficient to finance budget year requirements.
Further recommend reappropriation of undisbursed cur-
rent-year balance in Item 6100-490.

21. Innovative Local Experiments for Personnel. Recom- 1108
mend reappropriation of undisbursed balance of current-
year funding, because it is unlikely that projects will be
implemented in 1984-85. Further recommend enactment
of legislation to authorize continuation of projects in 1985-

Special Education

22. Special Education Infant Programs. Withhold recom- 1112
mendation on $5 million augmentation requested from the
General Fund for special education infant programs, pend-
ing teceipt of an allocation plan.

23. Special Education Low-Incidence Equipment. With- 1112
hold recommendation on $5 million requested from the
General Fund to fund the purchase of specialized equip-
ment for students with low-incidence disabilities, pending
receipt of an allocation plan.

24. Special Education Vocational Matching Funds. Reduce 1113

- Item 6100-161-001 by $3,500,000. Recommend reduction
because there is no need for the state to replace the local
money that is now being used to match federal vocational
education funds. '

25. Special FEducation—Longer School Day and - Year. 1114
Reduce Item 6100-161-001 by $1,750,000. Recommend
reduction because there is no reason to provide incentives
for county offices’ special education programs, at a rate
that is twice that provided to school districts’ special educa-
tion programs. C

26. Special Education Awareness Program. Withhold rec- 1115
ommendation on $200,000 requested from the General
Fund for the special education Awareness Program, pend-
ing receipt of additional information.
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27. Special Schools Overbudgeting. Reduce Item 6'100-006'-
001 by $247,000. Recommend reduction to correct tech-
nical budgeting error.

Vocational Education Programs
28. Regional Occupational Centers/Programs (ROC/ Ps).

Recommend that the Departments of Finance and Educa- -

tion identify the consequences of failing to fund a $5.6
ion current-year deficit in funding for ROC/Ps.

29. Agricultural Vocational Education Incentive Program.
Recommend that the Le islature adopt supplemental re-
port language directing the Department of Education to
report on the continue need for funding Agricultural Ed-
ucation Incentive Program.

Compensatory Education Programs

30. Refugee and Immigrant Programs. Withhold recom-
mendation on $5,565,000 in federal funds requested for ref-
ugee and immigrant programs pending  receipt of a
complete budget proposal.

31. Miller-Unruh Reading Program Recommend that the
Legislature adopt supplemental report language requiring
the Department of E ucation to reallocate excess funds to
new participants meeting specified criteria.

Other Specialized Education Programs

32. Intergenerational  Education Programs. Withhold rec-
ommendation on $165,000 requested from the General
Fund for intergenerational education, pending receipt of
a statutorily-required evaluation.

33. Foster Youth Services. Recommend that the Legisla-
ture adopt supplemental report language directing the De-
partment of Education to report on the Foster Youth
Services program’s effectiveness.

34. Curriculum on Birth Defects. Withhold recommenda-
tion on $500,000 requested from the General Fund to de-
velop a curriculum on the prevention of birth defects,
pen % receipt of an expenditure plan from the Depart-
ment of Education.

35. Federal Block Grant. < Withhold recommendation on
$41,781,000 in federal block grant (ECIA Chapter 2) funds,

pendmg receipt of an expenditure plan from the Depart-

ment of Education.
School Desegregation

36. Court-Ordered Desegregation. Recommend that the
Department of Finance explain why it does not intend to
fund $16.1 million in court-ordered dese e ation reim-
bursement claims that are-expected to be filed in 1985-86.

37. Voluntary Desegration. Recommend that the Depart-
ment of Finance explain how the administration intends to
address a potentr;.(lp $87 million deficiency in funding for
voluntary desegregation reimbursement claimns.

1118

1119

1121

1128

1131

1135

1135

1138

1141

1144

1145
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Ancillary Support for K-12 Education

38. School Construction Local Match Requirement. Rec- 1150

- ommend adoption of budget control language and enact-
ment of legislation requiring school districts to finance 10
percent of school construction projects funded from State
School Building Lease-Purchase Fund. o

39. Deferred Maintenance Hardship Apportionments. Rec- 1153

" ommend enactment of legislation (1) authorizing the use
of up to 10 percent of the funds in State School Deferred
Maintenance Fund for “hardship apportionments™ to dis-
tricts of any size and (2) specifying a mechanism for repay-
ment of such apportionments. )

40. Emergency Classrooms. Recommend that the State Al- 1156
location Board and the Department of Education report
during budget hearings on (1) estimated expenditures for
emergency classrooms and (2) the reasons for delays in .
processing applications. . -

‘41. Automated School Facilities Inventory. Recommend 1157
that the State Allocation Board and the Department of
Education report during budget hearings on the status of
a statutorily-required, automated school facilities inven-
tory. ' ' .

42. Alternatives to School Construction. Withhold recom- 1158
mendation on Control Section 24.20, pending receipt of
information on current-year expenditures for programs
providing incentives for alternatives to construction of
new school facilities. o :

43. Child Nutrition. Withhold recommendation on $29,~ 1160
463,000 requested from the General Fund for the state
child nutrition program, pending receipt of additional in-
formation. .

Non-K-12 Education Programs

44. State Preschool Program. Reduce. Item 6100-196-001(a) 1161
by $115,000. Recommend reduction to reflect delays in
implementing program expansions during the current

ear. Further recommend reappropriation of unencum-
i‘;ered current-year balance in Item 6100-490.

45. Child Care Services.  Reduce Item 6100-196-001 (b) by $2,- 1165
240,000. -Recommend reduction to reflect delays in im-
plementing program expansions during the current year.
Further recommend reappropriation of unencumbered
current-year balance in Item 6100-490.

46. Child Care Budget Guidelines. Recommend adoption 1166
of supplemental report language directing the Depart- -
ment of Education to develop guidelines for the use of state -

" funds by child care agencies. ; :

47. Adults in Correctional Facilities. Recommend that the 1168
Department of Finance explain why the budget fails to
fully fund the statutory COLA for the adults in correctional = .
facilities program. o )

48. Office of Food Distribution.  Recommend adoption of 1170
supplemental report language directing the Department
of Education to report on (1) the extent to which recom-
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mendations contained in a recent management report are
implermented and (2) the amount of savings realized from
implementing these recommendations.

49. Donated Food Revolving Fund Balance. Recommend 1172
adoption of supplemental report language directing the
Department of Education to (1) set a revised target level
for reserves in the Donated Food Revolving Fund and (2)
report quarterly on the fund balance. -

State Department of Education

50. State Operations Funding. Withhold recommendation 1175
on $64,588,000 in state and federal funding for the Depart-
ment of Education’s state operations, pending receipt of an
accurate budget display from the Department of Finance.

51. California Assessment Program (CAP). Reduce Item 1177
6100-001-001 by $1,100,000. Recommend reduction, to
(1) correct for overbudgeting and (2) reflect the availabili-
ty of unused funds remaining from the current-year appro-
priation. Further recommend reappropriation of $550,000,
provided in current year for 10th grade test, in Item 6100-

490.

52. CAP Writing Skills Assessments. Recommend that the 1178
Department of Finance explain how it intends for the De-
partment of Education to expend $1.2 million for student
writing assessments, when no positions are provided for
this purpose.

53. California High School Proficiency Exam (CHSPE). 1179
Recommend that the Departments of Finance and Educa-
tion submit a plan descriging how the CHSPE deficit will
be funded. : _

54. Golden - State Examinations. Recommend that the De- 1180
partment of Finance explain why the budget fails to pro-
vide funding for the development of the Golden State
Examination program, as required by SB 813.

55. Apportionments Documentation. - Withhold recommen- 1181
dation on the $158,000 requested from the General Fund
for contract services to document the automated school
apportionments system, pending receipt of additional in-
formation. '

56. Commission on School Governance and Management 1181
(COSG.AM). Reduce Item 6100-001-001 by $250,000.
Recommend reduction because statutory authority for the
COSGAM expires on June 30, 1985. ‘

State Library

57. Relocation of Library Development Services Bureau. 1185
Reduce Item 6100-011-001 by $47,000. Recommend re-
duction to correct technical budgeting error.

58. Extensioon of Sutro Library Hours. Reduce Item 6100-011- 1186
001 by $56,000. Recommend reduction because the li-
brary can accommodate additional patrons by reschedul-
ing its existing hours.

59. Califorreia Literacy Campaign Expansion. Reduce Item 1187
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6100-211-001 by $900,000. Recommend reduction be-:
cause the program provides for orderly expansion within
the existing funding level. _

OVERVIEW OF ANALYSIS

We recommend a reduction of $59.8 million in the proposed appropﬁa—
tions from the General Fund for K-12 education. These recommendations
are summarized in the following table.

Table 1

Summary of Legislative Analyst's
Recommended Fiscal Changes

1985-86

Activity : General Fund
Serrano Equalization —$21,000,000
Basic Aid ; ~1,676,000
Instructional Materials e —271,000
Minimum Teachers’ Salaries —25,435,000
Administrator Training —1,000,000
Pilot Project for Administrators - 250,000
Special Education—Vocational Funds - —3,500,000
Special Education—Longer Day and Year —1,750,000
State Special Schools 247,000
State Preschool Program —115,000
Child Care Services —2,240,000
California Assessment Program —1,100,000
Commission on School Governance —250,000
State Library Relocation ; —47,000
Sutro Library Hours o —56,000
California Literacy Campaign : © —900,000

Total § —$59,837,000

In the analysis which follows, we have identified numerous instances
where the Governor’s Budget fails to take account of funding that, for
various reasons, will not be fully expended in the current year and thus
will be available for expenditure in the budget year. By reappropriating
these unexpended funds, we estimate that ie Legislature could reduce
the proposed appropriations in the Governor’s Budget for the affected
programs by $29 million, while continuing tc provide full funding for these
proirams in the budget year.

The remaining $30.8 million in recommended reductions reflects our
findings that the budget contains funds which are in excess of individual
program needs. Any funds released by the approval of these recommenda-
tions would be available for redirection by the Legislature to other educa-
tion or noneducation programs. - ‘

We are withholding recommendation on $586 million in proposed ap-
propriations of state and federal funds. Of this amount, we withhold rec-
ommendation on $388 million because more accurate data on funding
needs will be available by the time of budget hearings.

In addition, we have found it necessary to withhold recommendation on
roposed appropriations of $112 million, either because accurate budget
's;ﬁays have not been submitted ($70 million) or because neither the

Department of Finance nor the Department of Education has provided
us with) plans detailing how the requested funds would be spent ($42
million). :
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In preparing this analysis, our efforts have been hampered by the failure
of the Department of Finance to provide us with the information which
we needed in order to evaluate the Governor’s budget proposals. That
information which we have received was often inaccurate, and was trans-
mitted much later than has been customary in the past.

Our analysis of K-12 education is organized as follows:

OUTLINE OF THE K-12 EDUCATION ANALYSIS

GENERAL PROGRAM STATEMENT
OVERVIEW OF THE BUDGET REQUEST
1. K-12 Revenues
2. Significant Program Changes
3. Ten-Year Funding History
ANALYSIS AND RECOMMENDATIONS
I. Direct Support for K-12 Education
A. General Education Programs
1. School Apportionments
2. Urban Impact Aid
3. Meade Aid
4. Small School District Aid ......cccormeerenrveresrereserieeenes
5. County Offices of Education
6. Lottery Revenues
B. Specialized Education Programs
1. Programs Relating to Classroom Instruction
a. School Improvement Program.......m
b. Classroom Teacher Instructional Improve-
ment Program
c. Education Improvement Incentive Program
d. Educational Technology Program........ccuueueee
e. Institute for Computer Technology .............
f. Specialized Secondary Schools .........
g. Opportunity Classes and Programs. .
h. Instructional Materials ............ccooeeercerercercerreenees

i. Demonstration Programs in Reading and

Mathematics

j. High School Pupil Counseling..............cccccreeres

2. Programs Relating to Teaching and Adminis-
tration

a. Mentor Teacher Program ........cooooveesseececrseeees

b. Minimum Teachers’ Salaries.......cmserimsesse

¢. Teacher Education and Computer Centers

d. Administrator Training and Evaluation Pro-

gram
e. Pilot Project for Administrative Personnel
and Management
f. Innovative Experiments to Strengthen Per-
sonnel :
g. Other Staff Development Programs..............
3. Special Education
a. Master Plan for Special Education -...............
b. Federal Public Law 94-142 ...........ccccouemeeennnens
c. State Special Schools
d. Special Schools Transportation ...
4. Vocational Education Programs

Item Number

6100-001-001
6100-001-001
6100-001-001
6100-001-001
6100-001-001

6100-101-001
6100-206-001
6100-207-001
6100-101-001 (c)
6100-106-001

6100-116-001

6100-191-001 (f)
6100-107-001
6100-181-001
6100-181-001
6100-119-001 (c)
6100-119-001 (b)
6100-186-001,
6100-187-001, and
6100-015-001

6100-146-001
6100-109-001

Analysis Page
1060
1061
1061
1062
1065

1068
1082
1082 -
1083
1083
1085

1088

1090
1091
1093
1094
1094
1095

1096

1097
1099

6100-191-001 (c) and (d) 1101

6100-101-001 (g)
6100-191-001 (h)

6100-191-001 (a)
6100-191-001 (b)

1104
1106

1106
1107
1108

6100-191-001 (¢) and (g) 1109

6100-161-001
6100-161-890
6100-006-001
6100-007-001

1110
1115
1117
1118
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grams 6100-102-001 1118
b. Vocational Education Student Organiza-
tions 6100-118-001 1120
¢. Peninsula Academies Model Program .......... 6100-166-001 1120
d. Agricultural Vocational Education Incentive
Program 6100-167-001 1121
e. School-Based Programs .........cccmseermmesssssees 6100-166-890 1122
5. Compensatory Education Programs
a. ECIA Chapter 1 6100-136-890 and
6100-141-890 1123
b. Economic Impact Aid ........ceermssnsensecssssines 6100-121-001 1126
c. Refugee and Immigrant Programs 6100-176-890 1128
d. Indian Education 6100-131-001 and
6100-151-001 1130
e. Miller-Unruh Reading Program..........cucomeeins 6100-126-001 1131
6. Other Specialized Education Programs
a. Gifted and Talented Education ...........ocoeeeeeres 6100-124-001 1133
b. Mathematics,  Engineering,  Science
Achievement Program ... 6100-192-001 1134
c. Intergenerational Education ..., 6100-128-001 1135
d. Foster Youth Services 6100-119-001 (a) 1135
e. Youth Suicide Prevention Program 6100-222-001 1136
{. Environmental Education ................. 6100-001-140 and
6100-181-140 1138
g. Curriculum on Birth Defects .........cocimmcesrnes 6100-183-001 1138
h. Commissions on Professional Competence.. 6100-209-001 1139
i. Driver Training 6100-171-178 1139
j. Federal Block Grant (ECIA Chapter 2) ...... 6100-001-890 and
6100-101-890 1141
C. School Desegregation )
1. Court-Ordered Desegregation ... 6100-114-001 1144
2. Voluntary Desegregation ............mennsis 6100-115-001 1145
II. Ancillary Support for K-12 Education
A. Transportation .
1. Home-to-School Transportation ..........eeeeees 6100-111-001 1146
2. School Bus Driver Instructor Training Program 6100-001-178 1147
B. School Facilities Programs
1. School Facilities Aid - 1148
2. School Facilities Planning..............eeusesssessncscsns 6100-001-344 1158
3. Alternatives to School Construction...........cecuu... — 1158
C. Child Nutrition ’
1. Nutrition Education and Training Projects...... 1159
2. State Child Nutrition Program ... 6100-021-001 and
: 6100-201-001 1160
3. Federal Child Nutrition Program ... 6100-201-890 1160
III. Non-K-12 Education Programs
A. Child Development
1. Preschoel 6100-196-001 1161
2. Child Care 6100-196-001 and .
6100-196-890 1162
B. Adult Edueation 6100-156-001,
6100-156-890, and
6100-158-001 1167
C. Office of Fpod Distribution ...c.....cceuveeeemseeesssssessenss 6100-001-687 and
6100-203-890 1169
IV. State Departrment of Education
A. Overview 6100-001-001 and
6100-001-890 : 1173
B. Division of Planning, Evaluation and Research.... 6100-001-001 1176
C. Local Assistance Bureau 6100-001-001 1181
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D. Commission on School Governance and Manage-

. ment © 6100-001-001 18l
E. Office of Private Postsecondary Education .......... 6100-001-305 1182
V. State Library _ N
A. Overview . 6100-011-001 and
6100-211-001 1183
B. State Library Support ' 6100-011-001 and
6100-011-890 1185
C. Support to Local Library Districts ........coeeeeeeeeeres 6100-211-001,
: 6100-211-890, and

6100-221-001 1186

GENERAL PROGRAM STATEMENT

In 1985-86, approximately 4.4 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 deﬁnecf) 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
being absent from school. ‘ _

Table 2 shows K—~12, adult, and ROC/P attendance figures for the prior,
current, and budget years. As the table indicates, the attendance level
projected for 198586 is 2.0 percent above the 1984-85 level.

Table 2
K-12 Education
Annual Average Daily Attendance (ADA) in
California Public Schools
1983-84 through 1985-86

Change
Actual Estimated  Proposed 1984-85 to
: 1985-86
1983-84 1984-85 1985-86  Amount Percent
Elementary 2,744,555 2,784,500 2,847,400 62,900 2.3%
High School 1,251,391 - 1,276,300 1,293,100 16,800 1.3
Adult Education 155,291 162,615 166,680 4,065 2.5
County ..... 14,999 15,980 16,978 998 ‘6.2
Regional Occupational Centers and Pro- i :
grams 92,618 98,292 - 100,749 2,457 25
. Totals 4,258,854 4,337,687 4,424 907 87,220 2.0%

Source: Department of Finance midrange projections, January 8, 1985

The state provides assistance to local education agencies through ap-
proximately 50 general and categorical aid programs. 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
2,700.9 authorized positions in the current year to staff departmental oper--
ations, the state special schools, and the State Library. A
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OVERVIEW OF THE BUDGET REQUEST
1. K-12 Revenues

The budget proposes that $16.8 billion be made available to support
California’s K—12 schools in 1985-86. This is an increase of $1.2 billion, or
8.0 percent, over the amount provided in the current year, Table 3 dis-
plays total revenues for K-12 education in the prior, current, and budget
years. ‘ o
' Table 3
Total Revenues for K-12 Education

1983-84 through 1985-86
(dollars in millions)

‘ Change
Actual Estimated  Proposed 1984-85 to 1985-86
1983-84 1984-85 1985-86 Amount  Percent

State:
General Fund ® .......orvvrcoscoonnnnces $8,983.0 $9,876.4 $10,795.0 $918.6 9.3%
Special funds® . 619 79.3 793 — —
Subtotals, State......ceeerrerennsesssssssnns $9,044.9 $9,955.7 $10,874.3 $918.6 9.2%
Local:
Property tax Levies © ............ $2,541.2 $2,950.2 $3,127.3 $177.1 6.0%
Subtotals, State and Local $11,586.1 $12,905.9 $14,001.6 $1,095.7 85%
Other:
Federal ¢ $1,014.6 $1,071.4 '$1,123.3 $51.9 4.8%
State capital outlay © 185.0 389.4 254.5 -1349 —34.6
Local debt service.... 4438 4374 431.1 -6.3 -14
Local miscellaneous 792.1 7921 - 792.1 — —
Lottery Fund ............ . — — 2430° 243.0 N/A
Subtotals, Other......ccomeernerrureees $2,435.5 $2,690.3 $2,844.0 $153.7 5.7%
Totals $14,021.6 $15,596.2 $16,845.6 $1,249.4 8.0%

2 Includes contributions to the State Teachers’ Retirement Fund.

b Includes the State School Fund, Donated Food Revolving Fund, and others.

¢ Includes state property tax subventions.

9 Includes Federal Impact Aid (PL 81-874) which is not shown in the budget.

¢ Includes Proposition 1 bond funds, Proposition 26 bond funds, and tidelands revenues for capital outlay..
Governor’s Budget estimate. ;

Under the budget proposal, the General Fund will provide $10.8 billion
in support for K-12 education, while other state funds will provide $79
million (excluding funds for capital outlay). Thus, the total amount
proposed from state sources for K-12 education in 1985-86 is $10.9 billion—
an increase of $919 million, or 9.2 percent, over the current-year level.

. Local property tax levies will provide $3.1 billion for K-12 education in
1985-86—an increase of $177 million, or 6.0 percent, over the current-year
level. Thus, state and local revenue sources, combined, will provide a total
of $14.0 billion1 for the state’s K-12 public schools in 1985-86—an increase
of $1.1 billion, or 8.5 percent, over state and local revenue in 1984-85.

Finally, other revenue sources are expected to contribute an additional
~ $2.8 billion to support K-12 programs in the budget year. This amount is

composed of (1) federal fungs, estimated at $1,123 million, (2) state funds
for capital outlay from the sale of voter-authorized bonds and tidelands oil
revenues, estinated at $255 million, (3) local property taxes used to retire
indebtedness approved by voters prior to Proposition 13 of 1978, estimated
at $431 milliona, (4) miscellaneous revenues of $792 million from the sale
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and rental of district property, interest earned on cash deposits, cafetena
income, and other local revenue sources, and (5) $243 million that the
‘Governor’s Budget estimates will be available from the new lottery

2. Slgnlflccni Progrcm Changes in 1985-86 :

Table 4 shows the components of the $1,249 million net increase in total
support proposed for California’s K-12 ublic schools in 1985-86. The most
significant General Fund changes include:

o Funding for the Growth in Average Daily Attendance. Average
daily attendance (ADA) statewide is expected to increase by 80,698 in
1985-86—62,900 ADA in grades K through 8, 16,800 ADA in the state’s high
schools, and 998 ADA in County Offices of Education. This increase will
raise General Fund -expenditures by $167.7 million.

Table 4

K-12 Education
Proposed 1985-86 Budget Changes
{dollars in millions)

Funding Sources
General Special Local*  Federal Totals
1984-85 Expenditures (Revised) .o $98764°  $4687  $41797  $10714 - $155962
1. Changes Needed to Maintain Existing Base: , .
ADA increase (2.0 PErcent) ... 1677 - - - 1617
Statutory inflation adjustments: )
K-12 apportionments ......... 579.0 - - - 5790
Other programs with statutory 9838 - —_ — - 988
Incentives for longer school day (SB 813) ............ 105.0 - - - 105.0
1984-85 deficits not funded in current year........... 93¢ 0~ - C - 43
Contributions to the State Teachers’ Retirement
Fund 418 — - - 418
One-time desegregation funding deficiency -318¢ - - - -318
Increase in local property taxes... -1711 - 1708 - —63
Other baseline changes -43 - - — -93
2. Program Change Proposals:
Discretionary programs inflation.... 532 - — — 532
Special education proposals 330 - - — 330
Serrano equalization .. 210 - - —_ 1.0
School Improvement Program expansion .... 9.3 - — —_— 93
Adult and ROC/P enrollment growth..... .90 - — —_ 9.0
Mentor Teacher program expansion .. . 70 - - - 70
Unfunded 1984-85 COLA deficiency -120 - - - ~120
Deferred maintenance -196 - - - —-196
Capital outlay , — ~-1349 - - - —~1349
State lottery revenues: - - 243.0 - 2430,
Federal funds - - 519 519
Other program change proposals ... -07 - -~ - =07
1985-86 Expenditures Proposed) .................................. $107950  $3338  $45935  $L1233  $168456
Changes from 1984-85:
Amount $918.6 —$1349 $413.8 $51.9 $1,249.4
Percent . 9.3% —~28.8% 9.9% 48% 8.0%

a Includes revenues from state lottery.
b Assumes funding of $70 million deficiency in current-year apportionments.
¢ Includes home-to-school transportation ($21.7 million), ROC/Ps ($5.6 million), and school apportion-
ments COLA ($12.0 million).
Assumes enactment of Governor’s proposed legislation to fund deficiency.
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.o Funding for Cost-of-Living Adjustments (Item 6100-226-001)." The
bud%et requests $731 million to provide full funding of statutory COLAs
(including increases of 5.95 percent for school apportionments and special
education) and a 4.0 percent inflation adjustment for all other programs.
This amount includes (1) $579.0 million for general education apportion-
ments to K-12 districts and county offices ‘(revenue limits), (2) $98.8
million for all other programs with statutory COLAs, and (3) $53.2 million
for programs with no COLA specified in statute. '
" o Funding for Longer School Day Incentive—SB 813, The budget
requests $105 million to fund the second year of a three-year program,
created by SB 813, which provides school districts with fiscal incentives to
increase the amount of instructional time offered. o
. o Fundirag for Deficits Not Funded in the Current Year. The
budget assumes that $39.3 million in current-year deficits will not be fund-
ed in 1984—85. The budget, however, proposes to fund $27.3 million of
these deficiencies in 1985-86, including: (1) $21.7 million for home-to-
school transportation and (2) $5.6 million for Regional Occupational Cen-
ters and Programs. In addition, the budget proposes not to fund in 1985-86
a $12 million deficit in the statutory COLA for K-12 apportionments,
which also is unfunded in the current year.

o _Increase in Local Property Tax Revenues. The budget estimates a
net increase in property tax revenues excluding levies for repayment of
voter-approved indebtedness of $177.1 million. This increase, however,
does not result in additional revenues to school districts. Instead, it reduces
the General Fund cost of funding school apportionments on a dollar-for-
dollar basis. Because debt levies are expected to decrease by $6.3 million,
total local property tax revenues show a net increase of only $170.8 million.

o Increases for Special Education. The budfet requests $33 million
to expand existing or establish new special education programs. This
amount includes (1) $10 million for pro%ram growth, (2) $5.5 million for
instructional aides, (3) $5 million for infant programs, (4) $5 million for
the purchase of specialized equipment, (5) $3.5 million for vocational
education, and (6) $3.5 million for county offices’ participation in the
longer school day and year programs of SB 813.

o Increases for Serrano Equalization. The budget requests $21 mil-
lion in additional equalization aid for large and small high school, small
elementary, and small unified school districts. S ~ '

o Lottery- Revenues. The Governor’s Budget estimates that an addi-
tional $243.0 million in local revenues will be available from the new state
lottery for K-12 schools in 1985-86. = - ‘

e Other Changes. Other changes affecting the overall level of sup-
port for K-~12 education include (1) a decrease of $154.5 million for school
constructionn and deferred maintenance, from various funds, (2) an in-
crease of $41.8 million in General Fund contributions to the State
Teczlacher’s Retirement Fund, and (3) an increase of $51.9 million in federal
aid. ’




Table 5

K-12-Total Revenuas

‘1976-77 through:1985-86
{dollars in millions)

Total 1976-77
Local State - : Funding Dollars ©
Property  Property Tax State  Federal - Miscel- Total Per Percent Per Percent
Tax Levies®  Subventions Aid Aid laneous® Funding ADA « ADA.  Change: ADA -+ Change
- $4.256.1 $4940 . §2,7646 $644.4 $495.6 $8,6547 . 4718800 $1,834 112% - .$1,84 —_
47986 516.0 2,894.9 - 8915 4856 9,516.6 4,652,486 2,045 115 1,904 38%
23311 415 53334 .962.3 5513 94256 4271;181 2,207 79 1,897 —04
2,000.0 - 1800 6,998.5 1,1004 7027 10,981.6 4,206,150 2,611 -~ 183 2,046 79
2,166.2. , 243.6 7,696.0 1,102.1 909.5 12,1174 4,214,089 2,875 10.1 2056 05
26741 2595 7.567.1 1,002.1 8219 - 12347 4,200,678 2,934 21 1,946 ~54
26753 266.5 - 7,786.1 969.3 792.1 124893 . 4,230,065 2,953 06 1,837 -5.6
- . .2,886.5 98.5 92299 10146 792.1 14,0216 4,258 854 3,202 115 1928 5.0
-1984-85 (estimated) .. 3,280.1 98.5 10,345.1 10714 7921 15,596.2 4,337,687 3,596 92 1,990 32
1985-86 (budgeted) 34599 98.5 11,1288 1,1233 1,035.1 16,8456 4424907 3807 - 59 - 1991 0.1
Cumulative Change
—$796.2 —$395.5 $8,364.2 $4789 $539.5 $8,1909 -293,803 -$1.973 — 8157 -
-18.7% -80.1% 302.5% 4.3% 1089% 94.6% -—62% 107.6% - 86% -

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

a Includes local debt.

‘b Includes lottery revenues, combined state/federal grants, county: income, and other miscellaneous revenues.
¢ Adjusted by the GNP deflator for state and local government purchases.
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- 3. Ten-Year Funding History
" a. Total K-12 Revenues

Table 5 displays total funding for K-12 education, by source, for the 10
years 1976-777 to 1985-86. The principal funding sources identilfied in the
table are as follows:

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

o State Property Tax Subventions—funds provided by the state to
school districts in order to replace property tax revenues foregone
due to tax exemptions granted by the state, such as the homeowners
exemption and the business inventory exemption.

o State Aidd—K-12 revenues provided from the General Fund and state
special funds.

o Federal Aid—all X-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 5 shows total funding for California’s K-12 public schools growing
from $8.7 billion in 1976-77 to $16.9 billion in 1985-86—an increase of $8.2
billion, or 95 percent, over the 10-year period. Of the five revenue sources,
state aid frorm the General Fund and state special funds has shown the
greatest increase since 1975-76 (302 percent), while the amount of sup-

ort derived from local property taxes and state property tax subventions
Eas actually declined. This decline is due, in part, to the 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 teo their share of this subvention, resulting in no net loss of
revenue for -K-12 education.) .

Average daily attendance (ADA) over the 10-year period fell 6.2 per-
cent, from 4,718,800 to 4,424,907. Two factors explain this decline. First, the
number of 5—17 year olds residing in the state declined during this period.

Second, the number of summer school ADA dropped sharply between

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 inerease in the school-age population and (2) the expansion of

by SB 813.

the summer school program authorize

b. Revenues Per ADA N .

Table 5 and Chart 1 display per-pupil funding levels during the 10-year
eriod, in beth current dollars and constant dollars (that is, dollars that
ave been adljusted to reflect the effects of inflation on purchasing power).

The table and chart show per-pupil funding in current dollars growing by
108 percent since 1976-77 ($1,834 to $3,807).
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Chart 1 _

K-12 Education Funding Per Pupil

in Constant and Current Dollars
Dollars 1976-—-77 through 1985-86

$4,000 .
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3,500
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2,000
1,500
]

1,000
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76-77 77-78 78-79 79-80 80-81 81-82 82-83 83-84 84-85 85-86
%as adjusted by the GNP deflator for state/local government.

If we adjust these expenditures for inflation, however, a different pic-
ture emerges. For 1985-86, the proposed per-pupil expenditure level, as
measured in constant dollars, is $1,991—$157, or 8.6 percent, above the
1976-77 amount. Putting it another way, assuming enactment of the
budget, the purchasing power of K-12 funding per pupil in 1985-86 will
be 8.6 percent greater than it was in 1976-77. Since 1980-81, however,
funding on a constant dollar basis has actually declined—from $2,056 to
$1,991 per pupil—a reduction of $65, or 3.2 percent.

ANALYSIS AND RECOMMENDATIONS
I. DIRECT SUPPORT FOR K-12 EDUCATION PROGRAMS

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 relating to classroom instruction, (2) programs relating to teach-
ing and administration, (3) the Special Education program, (4) vocational
education programs, and (5) compensatory education programs.
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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 to provide services for all students and
which are not associated with any specific pupil services program. These
funds include school apportionments, Urban Impact Aid, and other mis-
cellaneous funds such as school meal charges, federal PL. 81-874 revenues,
and state contributions to the State Teachers” Retirement Fund.

As shown in Table 6, the budget proposes total general education ex-
penditures (comnsisting of apportionments and other expenditures) of $12,-
058 million in 1985-86. This is an increase of $1,163 million, or 10.7 percent,
over the current-year amount, and is composed of a $751 million increase
in General Funid support, a $169 million increase in revenues from local
sources, and $243 mﬂﬁon from the new state lottery. Support from other
state funds and federal aid are expected to remain constant at $27 million
and $52 million, respectively.

Table 6
General Education Expenditures
1983-84 through 1985-86
{dollars in millions)
Change

Actual Estimated  Proposed 1984-85 to 1985-86
1983-84 1984-85 1985-86 Amount  Percent

A. General Education Apportion-

ments:

K=12 diStricts.........cemmmemmessrreosennene $8,343.9 $9,387.2 $10,243.7 $856.5 91%
State (5,948.9) (6,597.5) (7,294.1) (696.6)  (10.0)
Local (2,3950)  (2789.7) (2,949.6) (1599) (57

County offices.......cmmmmmsmmernns 1549 1682 184.1 159 9.5
State (75.7) (816) (882) 66) - (81)
Local (79.2) (86.6) (95.9) (9.3) {10.7)

Subtotals..........comsmcmrcsmnnnne $8,498.8 $9,555.4 $10,427.8 $872.4 9.1%
State .... . (60246)  (6679.1) (7,382.3) (7032)  (105)
) D (24742)  (28763) (3,0455) (1692)  (59)
B. Other General Education:
Meals for Needy Pupils, Ap-
prenticeship Programs...... $208 $25.5 $26.9 $14 55%

Federal PL 81-874 ............. o 517 51.7 51.7 — —_—

Urban Impact Aid .... 615 725 755 3.0 41

Meade Aid .........coeererereenne 9.7 - 99 10.3 04 40

Small School District Aid......... 186 19.1 19.9 08 4.2

Transfer to State Teachers’

Retirement Fund... 401.1 369.1 4109 418 11.3

Miscellaneous ........... 7921 792.1 1,035.1° 2430 307
SUbtOtals . .veeeeeeerrierrennsrescssienins $1,355.5 $1,339.9 $1,630.3 $290.4 21.7%
Totals $9,854.3 $10,895.3 $12,058.1 $1,162.8 10.7%

Funding Sources:

General Fund................. e $6,5094 $7,148.3 $7,898.9 $750.6 105%
State School Fund .. 269 269 269 — —
Federal funds .........c.ooosviivserseessrens 517 51.7 517 —_ —_
Local funds 3,266.3 36684 3,837.6 169.2 46
Lottery fintd ....u.e...eversseserssssessrsnns — — 2430 243.0 N/A

2Includes $243 million in lottery revenues (Governor’s Budget estimate).
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Within the total, the budget proposes $10,428 million in general educa-
tion apportionments for K-12 districts and county offices of education: in
. 1985-86—an increase of $872 million, or 9.1 percent over the amount
provided in 1984-85. The state General Fund contributes 71 percent of this
amount, while local property taxes account for 29 percent.

The remaining general education expenditures are proposed at $1,630
million in 1985-86—an increase of $290 million, or 22 percent, over the
current-year level. Most of this increase is attributable to the $243 million
in lottery revenues which the Governor’s Budget estimates K-12 educa-
tion will receive for the first time in 1985-86. »

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

Under California’s system of financing schools, general education appor-
tionments are allocated to school districts throuil;na “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 ADA 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. 1985-86 Budget Changes

Table 7 displays the changes from 1984-85 to 1985-86 in the amount
proposed from the General Fund to support general education apportion-
ments to K-12 districts and county ofgces of education. The table shows
that in order to maintain the existing program, the budget reflects (1) a
$167.7 million increase to fund additional ADA in district and county office
of education programs, (2) a $169.2 million reduction in General Fund
costs resulting from an equivalent increase in local property tax revenues,
(3) a $579 million increase to provide a 5.95 percent statutory cost-of-living
adjustment (COLA) for apportionments to K-12 districts ($568.6 million)
and county offices of education ($10.4 million), (4) a $105 million increase
to fund the second year of the program, created by SB 813, which provides
incentives for school districts to increase the length of the school day, (5)
a $12 million increase, in order to fund the difference between the 1984-85
inflation adjustment (5.90 percent) and the statutorily-prescribed in-
crease in revenue limits (6.02 percent), (6) a $10.4 mjﬁion increase’ to
compensate for a temporary reduction in district revenue limits approved
by the Legislature in 1984 in order to reflect reduced district contributions
to the Public Employees’ Retirement System (PERS), (7) a $6.2 million:
decrease, reflecting the elimination of the “minimum revenue guarantee”
provided in 1984-85 only, and (8) a $5.9 million increase due to a variety:
of other changes. These baseline changes yield a net increase in funding
of $704.6 million. ‘ :

In addition to the baseline changes, the administration has made three
significant budget change proposals. First, the budget groposes $21 million
in‘additional Serrano equalization aid for large and small high school
districts, small elementary districts, and small unified districts. Second, the
budget proposes not to fund the $12 million deficiency in district revenue
limits that will be carried over from 1984-85. .
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Table 7
K-12 Education i
General Education Apportionments
Changes Proposed for 1985-86
" General Fund
(dolars in-millions)

198485 General Fund Expenditures (Revised) .....uuuniursnsnnn $6,652.2°
A. Changes Needed to Maintain Existing Base:
ADA increase . $167.7
Increase in local property taxes —169.2
Statutory inflation adjustments: ; - 5790
K-12 districts . : ($568.6) :
County offices (10.4)
Incentives for longer school day (SB 813) .......cicuiiivoniin 105.0
Elimination of 1984-85 COLA deficiency ...... 120
Elimination of one-time PERS reduction .......coeemeenee 104
Elimination of one-time minimum révenue guarantee......... —62
Other baseline changes .............. — 59
Total, Changes Needed to Maintain Existing Program .. $704.6
B. Budget Change Proposals:
Serrano equalization 210
Do Not Fund COLA deficiency carried over from 1984-85.. -120
Continue PERS reduction.... —104
Total, Budget Change Proposals ; —14
1985-86 General Fund Expenditures (Proposed) ........cc....ecsuser $7,355.4
Changes from 1984-85:
Amount. $703.2

. Percent : 10.6%

2 Includes $70 million proposed by the Governor to fund 1984-85 apportionments deficit.

Finally, the budget proposes to continue the $10.4 million “PERS reduc-
tion,” notwithstanding the provision in the 1984 budget trailer bill (Ch
268/84) that called for the reduction to be restored after 1984-85. The net
result of these three budget change proposals, which are discussed in
greater detail below, is to decrease General Fund support for general
education apportionments by $1.4 million.

The total change in General Fund support for K-12 apportionments
(baseline adjustments and program changes) is an increase of $703 million,
or 10.6 percent, over the 1984-85 level. This results in a total General Fund
apportionthents appropriation in 1985-86 of $7,355 million.

b. Serrano Equalization

The California Supreme Court’s landmark decision in the Serrano v.
Priest case held that the state’s then-existing school finance system—
under which the amount of educational spending per pupil was. deter-
mined by a district’s property tax wealth-was unconstitutional. The court
further directed the Legislature to devise a school finance system which
would reduce the amount of such wealth—related disparities to “insignifi-
cant differences” of less than $100 per pupil by 1980. -

In response to the court’s decision, the Legislature enacted a school
finance system in AB 65 (Ch 894/77) which provided school districts with
different inflation adjustments (COLAs), depending upon their per-pupil
revenue limits. In general, a school district with a reveniie limit above the
statewide average would receive a smaller COLA than would a district
with a revenue limit below the statewide average. Under this system,
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per-pupil funding levels would be drawn to the statewide average
(“squeezed’”) over time. Thus, funding disparities stemming from differ-
ences in district wealth gradually would be reduced. : '

Senate Bill 813 (Ch 498/83) repealed the “squeeze” formulas which had
been used to determine each district’s revenue limit COLA, thereby
eliminating the ecillxalization mechanism established in AB 65. In its place,
SB 813 provided that in 1983-84, revenue limits below a computed state-
wide average amount for districts of similar size and type would be raised
to within $50 of the computational average. The bill further provided that
in 1984-85, below-average revenue limits would be raised the remainder
of the way towards the computational statewide average. Senate Bill 813
provided $23 million to implement this “level-up” equalization in 198384,
and the 1984 Budget Act provided an additional $149 million for this
purpose in 1984-85. L B

The Governor’s Budget proposes that $21 million in additional equaliza-
tion aid be provided to school districts in 1985-86, using a new mechanism.
Eligibility for this aid would be restricted to certain types of districts.

In order to understand the reasons why restrictions on eligibility for
equalization aid are proposed, one must first understand the latest deve-
lopments in the ongoing Serrano litigation. ’ o ’

1983 Superior Court Decision. In 1980, a group of- plaintiff school
districts sought to have the state’s school finance system once again de-
clared unconstitutional for failing to comply with the requirement of the
1974 Serrano decision (affirmed in 1976 by the California Supreme Court).
Much of the argument in the case turned on the issue of how compliance
should be measured. C : S

The plaintiff school districts argued that a standard of strict compliance
should be adopted—one that would require the general education ex-
penditures per pupil of all school districts to be within a “closure band”
of $100. The plaintiffs further argued that, in measuring the extent to
which equalization had been achieved, the court should consider the
percenta(gle of school districts—rather than the percentage of statewide
average daily attendance—that was included within the- closure band.
Finally, the plaintiffs contended that the definition of “general education
expenditures’> should include funds, such as the minimum revenue guar-
antee and the declining enrollment adjustment, which districts received
outside of their base revenue limits but which could be spent for any
purpose. : , ' :

The State Department of Education, the defendant in the case, argued
that the court should adopt a standard of “reasonably feasible” compliance
which considers the amount of progress which the state has made toward
achieving equalization. The de%artment also argued that %1) the measure-
ment of equalization should be based on the percentage of statewide ADA
within the closure band; (2) the $100 closure band should be adjusted for
inflation since the earlier Serrano decision was issued; and (3) the defini-
tion of general education expenditures should be limited to base revenue
limit amounts only. '

In a decision issued in April 1983, Judge Lester Olson of the Los Angeles
Superior Court found that the standard of compliance nroposed by the
State Department of Education was appropriate. Relying on data showing
the distribution of school district ex%enditures per pupil in 1982-83, Judge
Olson further held that the state had complied with the terms of the
earlier Serrano ruling, and that no further equalization was required. The

decision is being appealed by the plaintiffs. -




Ttem 6100 N K-12 EDUCATION / 1071

Additional Equalization Aid is Not Needed

We recomimend that $21 million requested from the General Fund for
equalization aid be eliminated because (1) it is not clear that further
equalization is needed in order to comply with the requirements of the
Serrano decision, (2) the proposed mechanism for distributing these funds
would increase disparities in average per-pupil expenditures among differ-
ent types of school districts, and (3) there are less costly means of achiev-
ing further equalization. (Reduce Item 6100-101-001 by $21,000,000.)

The Governor’s Budget proposes that $21 million in equalization aid be
provided to school districts in 1985-86. Like the equalization approach
adopted in SB 813, the budget proposes that this equalization aid be pro-
vided to school districts with revenue limits below the statewide average
for districts of a similar size and type, in order to bring those districts up
to the level of the statewide averztfe. :

Unlike. SB. 813, however, the budget proposes to provide equalization
aid only to those categories of:school districts for which fewer than 90
percent of the ADA would otherwise be included within the Serrano
closure band, as defined by the 1983 Superior Court decision. Thus, under
the budget proposal, neither large elementary school districts nor large
unified school districts would be eligible to receive equalization aid: This
is because—in the absence of such additional aid—the closure band would
already include 93.0 percent and 97.1 percent of these districts’ ADA,
respectively. , ;

We identify three major problems with the Governor’s proposal. First,
it is not clear that further equalization is needed, in light of the recent
Sugerior Court ruling. Second, while the proposed mechanism for dis-
tributing’ equalization aid would enhance equalization within certain
types of districts, it would at the same time increase disparities in average

er-pupil expenditures among districts of different sizes and types. Final-
y, our analysis indicates that, if the Legislature wishes to achieve furthe
equalization, there are other, less costly ways of doing so.. :
 Further FEqualization. May Not Be Needed. Table 8 shows the
trends in equalization since 1974, as measured by the percentage of ADA
within the closure band (as adjusted for inflation), for each category of
district. The table also shows the percentages of ADA that would be
equalized in 1985-86, under two alternative assumptions: (1) no additional
equalization aid is provided and (2) $21 million aid in equalization aid
provided; as the Governor proposes.

As Table 8 shows, the state has made substantial progress in achieving
school finanece equalization since the 1974 Serrano decision. In 1974-75,
50.7 percent of ADA statewide was enrolled in school districts having
revenue limits within the $100 closure band (measured separately for
districts' of similar size and type). The data for 1982-83—on which’the
Superior Court based its decision that the state has fully complied with the
earlier Serrano judgment—indicate that 93.4 percent of statewide ADA
was encompassed by the closure band (adjusted for inflation) in that year.

The table also shows that, even if no additional equalization aid is pro-
vided in 1985-86, the level of equalization achieved will exceed the 1982-
83 levels for every category of school district. With no additional aid, 95.0
Ee,rcent of statewide ADA will be encompassed by the Serrano closure

and, compared to 93.4 percent in 1982-83. Because the level of e&ualiza-
tion in 1985—86 will exceed what the Superior Court found to be the “full
compliance” level, it would seem that further equalization is not needed
in order to comply with the 1974 Serrano ruling.
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, ~ Table 8
Trends in School Finance Equalization
{Percent of ADA Within Serrano Closure Band)

by Category of School District
Selected Years

1985-86
No Additional Governor’s
. Egualization  Proposal
School District Category 1974-75 1952-83 1983-84 1984-85 Aid ($21 million)
Small elementary ... . 15.8% 40.3% 48.5% - 742% 75.4% 81.2%
Ladrge elementary ... . 385 923 849 924 93.0 93.0
Smal! high school ............. 35.7 455 57.2 79.8 75.2 75.2
Large high school .............. 315 820 80.3 87.1 87.3 89.3
Small unified ........:ceevvn. 2838 663 852 90.4 89.6 90.1
Large unified.......ceorvmmnes 583 963 9.7 97.0 971" 97.1
Totals ®.ourverreeeeeeriasienens 50.7% 934% 90.8% 948% - 95.0% 95.3%

#Total ADA within- closure band for all six categories, divided by statewide total ADA.

Under the Governor’s proposal, the expenditure of $21 million would
produce modest gains in equalization among small elementary districts,
small and large high school distriets, and small unified districts. Because
these four categories account for only 12.3 percent of total statewide ADA,
however, total equalization statewide would increase above the “no aid”
level by only 0.3 percentage points—to 95.3 percent, ,

Distribution Mechanism Would Increase Disparities Across District
Types. Our review of the Governor’s proposal indicates that, while it
would tend to enhance equalization within the three categories of school
districts noted above, it would increase disparities in the average revenue
limits among the six categories. This latter effect (whichis caused by the
budget’s proposed “level up approach”) is shown in Takle 9.

.As Table 9 indicates, the average revenue limit of a small elementary
district in 198485 is approximately 30 percent higher than that of a lar%e
elementary district—a difference of $614 per ADA. If no additional equali-
zation aid is provided, this gap would remain relativély constant, rising
only to $629 per ADA. Under the Governor’s proposal, however, the ga
would increase to $762 per ADA—and the average revenue limit of a smaﬁ
elementary district would be 34 percent higher than that of its larger
counterpart. , ' : : v
" At least two megative consequences flow from the growing disparities
among the average revenue limits. First, whatever rational relationship
that once may have existed among the average revenue limits, is steadily
eroded. For example, if the higher costs of small elementary districts
justified a revenue limit that—on average—was 22 percent higher ‘than
the révenue limits for large elementary districts in 1982-83, why should
this differential be 34 percent in 1985-86? '

Second, and more importantly, as the differentials betweenthe average
revenue limits of small and large districts of the same type increase, the
possibility that some districts will realize windfall revenue gains also in-
créases. The opportunity to secure a windfall is especially large in the case
of those districts with enrollments that are close to the dividing line
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Table 9
K-12 Education
Average Revenue Limits
By Size and Type of School District
1982-83 to 1985-86

1985-86
No Additional Governor’s
Egqualization  Proposal
School District Category 1982-83 1983-84 1984-85 Aid ($21 million)
Small elementary (less than 101 . -
ADA) $2,088 $2,404 $2,683 $2,877 $3,010
Large elementary (more than 100 : : :
. ADA) 1,714 1,908 2,069 2,248 . 2248
Difference ....c.rceonemsercccinmnserse $374 $496 $614 $629 $762

@18%)  (260%)  (29%)  (280%)  (339%)
Small high school (less than 301 ’

- ADA) $2,358 $2,688 $2.946 $3,203 $3271
Large high school (more than 300 .
ADA) : 2,100 2367 . - 2563 2790 - 2830
DIfference ... veeiveneeersnssinienns $258 $321 $383 $413 $441
: (12.3%) (13.6%) (149%)  (148%) (15.6%)
-Small unified (less than 1501 ADA)  $1,968 $2,181 $2,373 $2,574 $2,623
Large unified (more than 1500 . :
. ADA) - 1,865 2,054 2207 2401 2,401
DIffETence .eeuvvereemmusssreecesseesssnaens $103 $127 $166 $173 $229

(5.5%) (62%) (T5%)  (12%) (9.2%)

between the two size categories. For example, a “large” elementary dis-
trict with 101 ADA and a revenue limit of $2,300 would not qualify for
additional equalization aid in 1985-86. If that district were to lose one
pupil, however, it would become a “small” elementary school district,
thereby qualifying for aid of approximately $700 per ADA, in order to raise
its revenue limit to the average for other small elementary districts. (If
this district were to regain its lost ADA in the following year, its revenue
limit would not be adjusted downward. Instead, its now-higher revenue
limit would be included in computing the average revenue limit for large
elgmentary districts, thereby creating a “need” for additional equalization
aid.

Less Costly Equalization Alternatives Exist. - Finally, our analysis in-
-dicates that, if the Legislature should wish to achieve additional equaliza-
tion in 1985-86, there are less-costly alternatives for accomplishing this
objective than what the Governor proposes. In fact, because the “levelin,
up” approach proposed by the Governor assumes that districts with hig
revenue limits are funded at an appropriate level (and low revenue limit
“districts are underfunded), it is generally the most costly means of achiev-
ing equalization. One less costly alternative, therefore, would be to return
to the AB 65 “squeeze” mechanism that was used to allocate COLA funds
prior to 1983-84. ; : :

- Even within the “levelinf up” framework, however, there exist ap-
proaches which are less costly than what the Governcr proposes. One of
these would involve eliminating, for equalization purposes, the distinction
between small and large districts of the same type. While this approach
would not reduce the costs involved in achieving 100 percent equaﬂzation,
it would reduce the costs associated with achieving, for example, 95 per-
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cent equalization. This is because the handful of high revenue limit dis-
tricts that tend to raise the average revenue limit for small districts would
have little effect on the average for small and large districts combined.

For all of the foregoing reasons, therefore, we recommend that the
Legislature eliminate from the budget the $21 million in equalization aid
requested by the Governor, for an equivalent General Fund savings.
These funds could then be directed to other, higher priority, education or
noneducation programs.

Provision of “Basic Aid” Hinders Equalization Efforts

We recommend that the Legislature adopt Budget Bill language limit-
ing the amount of “basic aid” provided to high-wealth school districts,
because the provision of such aid (1) is not necessary in order to comply
with the requirements of the state constitution and (2) is contrary to the
state’s policy of eliminating wealth-related disparities in educational
spending. Consistent with this recommendation, we further recommend
that the Legislature reduce the amount of funding for “basic aid” by
$1,676,000. (Reduce Item 6100-101-001 by $1,676,000.)

Under California’s current system of financing schools, general purpose
aid is allocated to school districts through a “revenue limit” system. Each
school district has a specific revenue limit per unit of average daily attend-
ance. (ADA) which is based, in part, on the district’s historical level of
expenditures. The school finance system guarantees each school district an
amount of general purpose funds equal to its revenue limit times its ADA,
with this amount financed through a combination of local property taxes
(together with other, specified local revenues) and state aid. Article IX,
Section 6, of the California Constitution further provides that each school
district shall receive from the State School Fund an amount equal to the
greater of $120 per (prior-year) ADA or $2,400.

For the vast majority of school districts, the amount of local property
taxes received is not sufficient to fund the revenue limit guarantee
amount. Thus, the state provides these districts with sufficient funds to
make up the difference between the guarantee and the amount of proper-
ty taxes received by the district. These school apportionments are counted
towards the state’s obligation to provide the amounts required by Article
IX, Section 6, of the Constitution.

For a handful of school districts, however, the amount of local property
taxes received exceeds the revenue limit guarantee. The state does not
recapture any of the excess amount, and in fact adds to the excess by
providing these districts with additional state “basic aid” equal to the
ireater of $120 per ADA or $2,400. As a result, the revenue limit guarantee

ears no relationship to the amount of general purpose funds actually
available to these districts.

The State Department of Education estimates that, in 1985-86, 21 dis-
tricts will receive these basic aid payments, at a cost of $1.7 million.

Basic Aid Exacerbates Wealth-Related Disparities. Because these 21
school districts receiving basic aid clearly are able to raise large amounts
of revenue from local sources, the provision of this aid by the state tends
to exacerbate wealth-related disparities in educational spending per pupil
—and is thus contrary to the requirements of the Serrano decision. Table
10 compares the amount of general purpose funds per ADA received by
“basic aid” districts in 1983-84 (the most recent year for which data are
available) to the average revenue limit amounts for districts of a similar
size and type.
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Table 10
K-12 Education
“Basic Aid” Districts:
Local Revenues per ADA° Versus
. Statewide Average Revenue Limit,
By Type of District

1983-84
Local Revenue
Small Elementary School Districts ADA Per ADA
Chawanakee Elementary 22 $4,176
Pine Ridge Elementary.. 91 7,491
Belridge Elementary 69 11,872
McKittrick Elementary 2 10,642
Pleasant Valley Joint Union Elementary ..., 20 3250
Ballard Elementary 36 4,493
Pacific Elementary 50 3,799
Indian Springs Elementary 4 8272
Totals, Small Elementary School DiStricts ............ 370 $7533°
Statewide Average Revenue Limit for Type of Dis-
trict —_ $2,404
Large Elementary Scaool Districts
Midway Elementary 195 $8,372
Taft City Elementary 1,983 2,148
Del Mar Union Elementary 751 2,958
Fallbrook Union Elementary 3,771 1,921
Solana Beach Elementary. 827 2,319
Montecito Union Elementary .......cceemnee. 2,817
Totals, Large Elementary School Districts $2,246°
Statewide Average Revenue Limit for Type of Dis-
trict — $1,908
Large High School Districts
Taft Union High 891 $4,770
Fallbrook Union High 1,808 2,634
Totals, Large High School DiStricts.........umumue. 2,699 $3,339°
Statewide Average Revenue Limit for Type of Dis- :
trict — $2,367
Small Unified School Districts
Maricopa Unified 400 $3,176
Middletown Unified 784 3,131
Mammoth Unified 684 2,774
Cloverdale Unified 1,146 3,102
Geyserville Unified 329 4,027
Totals, Small Unified School DiStricts ..........c...ceumeees 3,343 $3,282°
Statewide Average Revenue Limit for Type of Dis-
trict — $2,181

2 Average daily attendance.
b Average, weighted by ADA.
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Local Revenue
Plus State Basic
Aid Per ADA
$4,296
7,611
11,992
10,762
3,370
45613
3,919
8,392

$7.653°

$2,404

$8,492
2,968
9,378
2,041
2,439
2,937

$2,366 °
$1,908

. $4.8%
2,754

$3,459°
$2,367

$3,296
3,851
2,894
3,222
4,147

$3,402°

$2,181
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.- As shown in the table, each of the 21 school districts recelvmg bas1c aid
.in.1983+84 raised from local sources an amount of revenues per ADA
which exceeded the statewide average revenue limit for comparable dis-
tricts. Local revenues per ADA for these districts ranged from 101 per-ent
(Fallbrook Union Elementary) to 494 percent (Belridge Elementary) of
the statewide average. These wealth-related disparities in educational
spending per pupil are increased when consideration is given to basic aid.
This causes total general purpose revenues per ADA for these 21 districts
to range from 107 percent to 499 percent: of the statewide average revenue
limit for similar districts.
'Basic Aid Not Constitutionally Required. In implementing the re-
: qmrements of Article IX, Section 6, of the California Constitution, the
Legislature has assumed that each school district must receive at least. $120
‘per pupil (or $2,400) in general-purpose apportionment aid from the State
School Fund. A recent opinion (No. 18721) provided by the Legislative
.. Counsel, however, concludes that the constitutional requirement may be
satlsfled by the provision of at least $120 per pupil (or $2,400) in state aid
"“of any type including aid provided under categorical programs—which
flows through the State School Fund. Our analysis indicates, therefore,
that the Legislature could comply with the requirements of Article IX
Section 6, by specifying that additional state aid shall be prov1ded a'school
district. only to the extent that it would otherwise fail to receive at least
$120 per pupil (or $2,400) in total state aid from the State School Fund.
. We estimate that if such a provision had been in effect during 1983-84, the
total requlrement for basic aid would have been reduced by $1, 676 OOO
resulting in.an equivalent General Fund savings.
.. .. In sum, our analysis 1nd10ates that the provision of baS1c aid (1) is not
necessary in order to comply with the requirements of the state constitu-
tion and (2).1s contrary to the state’s policy of eliminating wealth-rélated
disparities in:educational spending. Accordingly, we recommend that the
~ Legislature adopt the following Budget Bill language in Item 6100-101-001:

“Notwithstanding the provisions of Sections 41790 and 41800 of the

. Education Code, or any other provision of law to the contrary, the
Supermtendent of Public Instruction shall allow to each school district
“basic state aid” only in such an amount as is necessary to ensure that
the district receives at least $120 per pupil in average ally attendance

. .during the preceding fiscal year (}hut not less than $2 ,400) in total state
aid from the State:School Fund.” &

B Consistent with this recommendation; we further recommend that the
-Legislature reduce Item 6100- 101-001 by $1,676 1000, to reﬂect the red ced
,need for basic aid.

g:. Incenhves for:Longer School Day cnd Yeur

Senate Bill 813 created two voluntary programs which, commencmg in

- 1984-85, offer school districts incentives to increase instructional time. The
first prov1ded $35 per ADA to districts that offered a 180-day school year
in 1984-85. In 1985-86 and thereafter, these funds are folded mto the
district’s per-pup11 revenue limit.

.The act’s second incentive (commonly referred to as the longer school
day program) encourages districts to increase the total instructional time
offered to their students over a three-year period. It does so by providing

-additional funds:if certain target levels of instruction are met. Table 11
displays the length of the minimum school year for each grade level as
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required under current law and the optional target levels for- 1986-87
estabhshed by SB 813. We note that SB 813 established goals in terms of

“total minutes per year,” rather than in terms of minutes per day and days
per year. :

Table 11

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

) SB 813
Current Law Minutes Per f _
Minutes  Days per Minutes Year in - Change

Grade per Day Year per Year 1986-87 Amount Percent

180 175 31,500 36,000 4,500 14.3%

230 175 40,250 50,400 10,150 252

240 175 42,000 54,000 12,000 - 286

240 175 42,000 64,800 : 22 800 ‘ 54 3

. Specifically, the measure prov1des each district in 1984—85 w1th an addl-
tional $20 per ADA for grades K-8 and $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 of time 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. prov1ded each
year through 1986-87, as long as the district continues to increase instruc-
tiorial time by one-third of the original difference. Thus, the cumulative
fundian :djustment for the three-year perlod would be either $60 or $120
per

Like the funds provided districts for i 1ncreasmg the length of the school
year, the funds which a district receives for increasing total instructional
time are folded into its revenue limit in subsequent years. If a district
drops below the target level in any grade category for a given year, it loses
the funding bonus associated with that year. For exambple, if a district were
to attain the third-year target level of total instructional time in 198687,
but in 1988-89 offered less instructional time than the goal for 1985-86
(second-year) , it would lose both the $20/$40 per ADA bonus associated
with 1985-86 and the $20/ $40 per ADA bonus associated with 1986—87

Funding for Longer School Dcy/Yecr May Be Overbudgeted

We withhold recomimendation on $354 million requested for the pro-
gram to lengthen the school day and year, pending recezpt of addmonal
mformabon on projected participation rates.

The Governor’s Budget provides $249 million to fund the revenue hrmt
adjustments which school districts will receive in 198586 on account of
their participatiofi in the longer school day and year programs in 1984-85.
In adgltlon the budget provides $105 mlﬂlon to fund the second year of
the threenyear program to increase the total amount of instructional time.
In total, therefore, the Governor’s Budget provides $354 million for costs
‘assomated with lengthening the school day and year in’'1985-86.

Our analysis indicates that the amount proposed in the Governor’s
Budget for increasing the school day and year is likely to exceed the
programs’ actual requirements in 1985-86. This is because the budget
assumes that all of the state’s 1,029 school districts will fully participate m
these programs during 1984-85 and 1985-86.

The State Department of Education 1ndlcates that data on the actual
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participation of school districts in these programs will be available in
February 1985, thereby permitting a more refined estimate of funding
requirements to be made for 1985-86. Accordingly, we withhold recom-
mendation on1 the amount requested for the longer school day/year, pend-
ing review of data on actual participation rates.

Techhiécl Clurificéfioh of Longer Year Provisions Needed

- We recommend that the Legislature adopt Budget Bill language provid-
ing that any school district which fails to offer at least 180 days of instruc-
tion in 1985-86 shall be ineligible to retain its funding bonus for the longer
school year program, in order to avoid the inequitable treatment of identi-
cally situated districts.

 As noted -above, SB 813 provides that the funding bonuses which a
district receives on account of its participation in the longer school day and
longer school year programs are folded into the district’s revenue limit in
subsequent years. In the case of the longer school day program, the meas-
ure provides that a district falling below the target level of instructional
time for a given year loses the funding bonus associated with that year. In
the case of the longer school year program; however, SB 813 provides that
a district will lose the $35 per ADA funding bonus only if it (1) fails to offer
a 180-day school year andp(2) fails to meet the target level of total instruc-
tional time for that year. As a result, our analysis indicates that two districts
could offer identical amounts of instructional time and have an identical
number of days in their school years in 1985-86; and still receive different
amounts of funding under the longer school year program. v

.- Table 12 provides a hypothetical example ofy how these contrary results
could occur. In the table, District A and District B are two high school
districts which offered identical amounts of instructional time in 1982-83
(the base year for the longer school day program). :

Table 12

Comparison of Two Hypothetical
Districts Under the Longer Day and: Year Programs

: 1982-83 1984-85 1985-86
District A )
Instructional time: .
Time per day 5 hours 5 hours 5 hours
30 minutes 34 minutes 56 minutes
Days per year 175 180 175
Funding bonus: .
Longer day —_ ..~ $40/ADA $80/ADA
Longer year - $35/ADA $35/ADA
District B )
Instructional time:
Time per day 5 hours 5 hours 5 hours
30 minutes 44 minutes 56 minutes
Days per year 175 175 175
Funding bonus: '
Longer day - $40/ADA $80/ADA
Longer year : — — -

In the first year of the program (1984-85), District A extends the length
of its school day by four minutes and the length of its school year by five
days. As a result, it receives $40 per ADA from participating in the longer
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school day program, and $35 per ADA from partic'i;ﬁating in the long:r
year program. School District B only Blarticipates in the longer school day
program. Like District A, it receives the $40 per ADA funding bonus, but
it does not receive the $35 per ADA bonus for the longer year program.

In the second year of the program (1985-86), District A withdraws from
the longer year program, perhaps because it prefers not to pay the added
energy and transportation costs associated with a longer school year. Dis-
trict A does not, however, withdraw from the longer school day program,
and continues to extend the length of the school gay in the same manner
as District B. Under current law, it will retain both its $40 incentive
funding and %35 longer school year bonus, and will receive an additional
$40 per ADA. for reaching the instructional day targets for the second year,
for a total inerease of $115. As shown in Tabfe’z 12, District A and District
B offer the same amount of total instructional time and days per year in
1985-86, but District A receives $35 per ADA more than District B. -

We see no reason why any district that does not provide 180 days of
instruction should qualify for incentive funding under the longer school
year program, simply because it meets the target for total instructional
time. Such a district is already rewarded for the additional instruction time
under the longer school day program. It would not seem to warrant any
incentive funnding under the longer school year program. We therefore
reconmend that the Legislature adopt the following Budget Bill language
in Item 6100-101-001 to eliminate the unwarranted bonus:

“Notwithstanding  Section 46200(b) of the Education Code, for any
school district which received an apportionment pursuant to Section
46200(a) of the Education Code and which offers less than 180 days of
instruction in the 1985-86 fiscal year, the Superintendent of Public In-
struction shall reduce the base revenue limit per unit of average daily
attendance for 1985-86 by an amount attributable to the increase re-
ceived pursuant to Section 46200 (a), as adjusted.” v

Technical Error in Budget Bill Language

Senate Bill 813 provides that, in calculating a school district’s entitle-
ment to incentive funds for increasing the length of the school day and
year, the average daily attendance (ADA) of pupils in adult education
classes and summer school classes shall be excluded. As noted above, SB
813 also provides that, in 198586 and succeeding years, the funding
bonuses which a district receives on account of participation in these
programs shall be folded into the district’s revenue limit. If the district’s
revenue limit were simply to be increased by $35 per ADA (in the case
of the longer year program) or by $20 to $40 per ADA (in the case of the
longer day program), however, tﬁe district would receive a windfall gain
in 1985-86 and thereafter. This is because the measurement of ADA used
in computing districts’ revenue limit entitlements includes the types of
ADA w%.ich are specifically excluded from being counted for purposes of
the longer school day and longer school year programs.

In order to address this problem, the Department of Finance has
proposed Budget Bill language in Provisions 9 and 10 of Item 6100-101-001.

is language provides that the base revenue limit of a school district
which participated in the longer school day and longer school year pro-
grams will be increased in 1985-86 by an amount equa% to the total amount
of incentive funds received by the district in 1984-85, divided by the
district’s total revenue limit ADA. As a result, each participating district’s
per-pupil revenue limit would be increased by an amount less than $35 (in

35—79437
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the.case of the longer school year program) or by an amount less than $20
to $40 (in the case of the longer school day program).

We believe the intent of the language proposed by the Department of
Finance has merit. Qur review indicates, however, that the language is
technically- flawed. Specifically, we find that the Budget Bill language
would increase the bdse revenue limits of all school districts which had
participated in the longer school year and longer school day programs in
1984-85—including the revenue limits of districts which, in 1985-86, fell
below the respective target levels of instructional time for which they
initially received the funding bonuses. We have brought this apparent
unintended consequence to the attention of the Department of Finance
staff, who indicate that they will propose an amended version of the
language at budget hearings. ‘

d. Clarification Needed on Computation of Statutory COLA (ltem 6100-226-

001) ,

We recommend that the Legislature adopt Budget Bill language requir-
ing the Superintendent of Public Instruction to compute the statutory
inflation adjustment for revenue Iimits of school districts and county of-
fices of education using data published by the United States Department
of Commerce as of April 30, thus ensuring that the amount appropriated
by the Legislature for this purpose will be consistent with the amount
subsequently apportionéd by the Superintendent.

Section 42238.1 of thé Education Code requires the Superintendent of
Public Instruction to adjust the revenue limits of school districts to com-
pensate for inflation, using the change in “the Implicit Price Deflator for
State and I.ocal Government Purchases of Goods and Services for the
United States, as published by the United States Department of Com-
glelﬁe for £he 12-month period ending in the third quarter of the prior

scal year. :

Based on U.S. Commerce Department data available in May 1984, the
Legislature provided full funding for the statutory cost-of-living adjust-
ment (COL.A)—5.9 percent.

In July 1984, the Superintendent of Public Instruction made advance
apportionments to school districts and county offices of education, based
on more recent data from the Commerce Department. (Although the
time period covered by the index ends in March, the Commerce Depart-
ment continues to revise the value of the state and local government price
index for several months afterwards.) These data indicated that the
statutorily-required inflation adjustment was 6.02 percent, rather than 5.9
percent. By using the more recent data in apportioning funds, the Super-
intendent created a $12 million funding deficiency in 1984-85.

Our review indicates that the Superintendent’s actions in apportioning
Zléese funds were consistent with the statutory requirements of Section

238.1. ‘

As a matter of policy, however, we believe that it is undesirable for the
Superintendent to apply a COLA to revenue limits which is different from
the COLA assumed in the budget. Changes in the implicit price deflator
are invariably going to be minor, and would not seem to be worth the
trouble of accounting for in a program of this size. (For example, the
1984-85 discrepancy amounts to 0.1 percent of total revenue limit }ﬁ)mding‘
for K-12 education in that year, or $2.94 per ADA.)
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Furthermere, such a practice will result in a deficit or surplus, depend-
ing on whether the Commerce Department’s statistics are revised up-
wards or dovwnwards after the budget is passed. Deficits due to technical
revisions impose additional administrative costs on the state because the
department must seek a deficiency appropriation in subsequent legisla-
tion. Surpluses, on the other hand, make excess funds unavailable to the
Legislature for three years for use in funding other high priority areas.

In order to prevent a deficit (or surplus) in the budget year resulting
from statisticaﬁ) changes in the price deflator, we recommend that the
Superintendent be required to use the same statistics in calculating infla-
tion adjustments that are used in the budget approved by the Legislature.
To accomplish this, we recommend that the Legislature adopt the follow-
ing Budget Bill language in Item 6100-226-001: -

“Notwithstanding any other provision of law to the contrary, the Super-

intendent of Public Instruction shall compute the statutory inflation

adjustment specified in paragraph (2) of subdivision (a) of Section

42238.1 of the Education Code using data published by the United States

Departmgnt of Commerce as of April 30 of the year in which this bill

is enacted.”

e. Continuation of PERS Reduction

We recommend that the Legislature direct the Department of Finance
to explain w-hy the budget does not provide funding to increase school
district revenue limits so as to reflect termination of the PERS reduction
pursuant to SB 813 (Ch 498/83) and SB 1379 (Ch 268/84).

Pursuant to Ch 330/82 (SB 46), the Public Employees Retirement Board
reduced the employer contributions to PERS that school districts and
county offices of education were required to make in 1982-83. Recogniz-
ing the savings that districts and county offices would realize as a result
of this change, the Legislature provided for a corresponding reduction in
revenue limits in the Budget Act of 1982. Because the employer contribu-
tion rates were increased in 1983, the Legislature, in SB 813, provided for
the reduction to be restored at the end of the 1983-84 fiscal year.

Last year, the Governor proposed to make the PERS-related reduction
permanent—an action which would have saved $15.5 million. The Legisla-
ture rejected this proposal. Instead, the Legislature amended the trailer
bill (Ch 268/84) to provide (1) that the PERS reduction would be con-
tinued in 1984-85 onyy and (2) that the amount of the reduction would be
adjusted dowwnward to reflect the increase in employers’ contribution
rates since the original reduction was imposed. As a result, the amount of
the PERS reduction in 198485 is $10.4 million.

The Governor proposes to continue the PERS reduction (adjusted for
changes in current-year contribution rates) during 1985-86, thereby keep-
ing revenue limits $10.4 million below what they otherwise would be.

Because the Legislature provided for the termination of the reduction
in both SB 813 and the trailer bill (Ch 268/84) to the 1984 Budget Act, we
recommend that the Department of Finance explain why the budget does
not provide funding for the corresponding revenue limit increase for
1985-86. '
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2. Urban Impact Aid (ltem 6100-206-001)

We withhold recommendation on $75.4 million requested for Urban
Impact Aid, pending completion of two legislatively-mandated reports on
the continued need for, and appropriate allocation of, these funds.

Urban Impact Aid provides additional support to qualifying school dis-
tricts to compensate them for the higher costs that many believe are
associated with schools in an urban setting. In 1984-85, 125 districts will
receive Urban Impact Aid. Of these, 19 are unified districts which have
received Urban Impact Aid since 1977. The remaining 106 consist of 12
high school districts and their feeder elementary districts which first re-
ceived Urban Impact Aid in 1984-85, pursuant to SB 813 (Ch 498/83).

The budget proposes a General Fund appropriation of $75,445,000 for
Urban Impact Aid in 1985-86. This amount is $2,902,000 above the current-
year funding level. The increase would provide a 4 percent COLA. Of the
total amount proposed for Urban Impact Aid, $65.9 million (87 percent)
would be distributed to unified districts, and $9.6 million (13 percent)
would be distributed to nonunified districts.

Reports on Distribution of Urban Impact Aid, Assembly Bill 3757
(Ch 482/84) requires the Legislative Analyst to study the distribution of
Urban Impact Aid. The study is to include:

« A reassessment of the rationale for Urban Impact Aid;

e An examination of the effect of Urban Impact Aid on wealth-related

expenditure disparities among school districts;

o Recommendations for the development of alternative distribution

formulas; and

+ Recommendations on the distribution of Urban Impact Aid for the

1985-86 fiscal year.

In addition, supplemental report language to the 1984 Budget Act re-
quires the State Department of Education to submit a report to the Legis-
lature which: examines the impact of allocating Urban Impact Aid to
unified school districts based on the most recent data available, and which
presents alternative allocation formulas.

At the time this analysis was completed, both of these reports were
being prepared. Accordingly, we withhold recommendation on the
proposed appropriation for Urban Impact Aid, pending completion of
these reports. '

3. Meade Aid (ltem 6100-207-001)

We recommend approval.

Meade Aid, like Urban Impact Aid, provides funds to qualifying school
districts to compensate them for the higher costs that some believe are
associated with schools in an urban setting. Over 250 districts currently
receive Meade Aid.

The budget proposes $10,332,000 from the General Fund for Meade Aid
in 1985-86, $397,000 more than the current-year funding level. The in-
crease provides for a 4 percent COLA.

Our analysis indicates that the request is reasonable, and we recom-
mend that it be approved. .
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4. Small School District Aid (ltem 6100-101-001(c))
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 budget proposes $19,891,000 for Small School District Aid in 1985
86. This amount provides for a 4 percent cost-of-living adjustment. Our
analysis indicates that the request is reasonable, and we recommend that
it be approved.

5. County Offices of Education (ltem 6100-106-001)
We recommend approval.

‘The state apportions funds to the county offices of education for their
use in providing the following services to school districts:

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

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

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

e Program Administration. County programs include special educa-
tion classes; Regional Occupationaf Programs (ROP); opportunity
schools; juvenile hall schools; technical, agricultural, and natural re-
source conservation schools; pregnant minor programs; child deve-
lopment programs; and other special classes (county jails,
handicapped adults).

Funding. The budget proposes to increase total revenue limit funds
(state and local) for county offices from $169.5 million in 1984-85 to $189.4
million in 1985-86, an increase of 11.7 percent. This increase reflects fund-
ing for enrollment growth plus a 5.95 percent cost-of-living adjustment
(COLA). Of the total, $88.2 million would come from a General Fund
appropriation—an increase over current-year expenditures of $6.6 million,
or 8.1 percent. :

a. Unemployment Insurance Claims Administration

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 Devel%pment Department, is support-
ed by district contributions for purposes of employee unemployment com-

ensation. The Education Code authorizes an annual allocation from this

d 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.

In last year’s Analysis, we reported that county offices of education ma
have accumulated potentially significant unexpended revenues for ad}j
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ministration of this program—revenues which could be reverted to the
School Employees Fund. Because county offices generally had not identi-
fied these fungs in their budgets, however, we were unable to estimate the
level of unexpended balances statewide. Consequently, we recommended
that the Legislature adopt budget bill language requiring the county
superintendents to certify the amount of such balances and to revert this
amount to the School Employees Fund.

The Legislature did not adopt this recommendation. Instead, the Legis-

“lature adopted supplemental language requiring the State Department of
Education to report, by Decem%'ér 1, 1984, on the reserve balances as-
sociated with the unemployment insurance claims management systems,
and the reasons for such balances. The report was also to include recom-
mendations on alternative management systems and funding mechanisms
for such systems, as well as an evaluation of the appropriateness of the local
charge rate for the costs of administration.

At the time this analysis was written, the State Department of Education
had.not submitted this report. The department indicates, however, that
it will be submitted prior to budget hearings. We will review this informa-
tion and make comments during the budget hearings as appropriate.

b. County Jail Programs

Pursuant to Section 1909 of the Education Code, the Department of
Education apportions funds on a per-ADA basis to three county offices of
education for the operation of adult education programs in county jails. A
specific level of funding for adult education programs in county jails is not
provided in the Budget Bill. Instead, funding for these programs is pro-
vided as part of the total amount appropriated for county offices of educa-
tion. The Department of Finance estimates that $338,300 will be expended
for county jail programs in the current year.

The Governor’s Budget proposes an appropriation from the General
Fund of $358,455 for county jainrograms in 1985-86. This amount repre-
sents a continuation of the current level of funding, plus an inflation
adjustment of 5.95 percent, and thus assumes no growth in these programs’
enrollment levels. The Governor, however, does not propose to limit
growth in county jail programs in the budget year. Instead, if the amount
actually claimed based on reported ADA levels exceeds $358,455, the addi-
tional entitlements would be funded from any unexpended balance in the
total appropriation for county offices. If there are no unexpended bal-
ances, the additional entitlements would create a deficiency.

Last year, the Governor proposed to limit funded enrollment growth in
county jail programs to 2.5 percent—the same limitation applied to adult
education programs generally. The Legislature rejected the Governor’s
proposal and, instead, adopted supplemental report language requiring
the Legislative Analyst to report in the 1985-86 Analysis on the need for
fau1111ding enrollment growth in the adult education program for county
jails.

Our analysis indicates that the growth in demand for adult education
programs in county jails is primarily determined by the growth in the jails’
inmate population. '

Based on expected increases in the county jails’ population, we estimate
that, in the absence of any growth limitation, statewide enrollment levels
in county offices’ jail programs would grow approximately 10 percent per
year over the next several years. Construction of new jdils in most of the
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countiﬁ:s with jail programs is the primary factor contributing to this

owth.

gl.Our analysis further indicates that total ADA in these programs could
grow in excess of 10 percent annually if county offices decided to increase
the number of instructional hours provided per student.

Because the amount of funding proposed for adult education programs
in county jails represents less than 1 percent of total revenue limit funds
proposed for county offices of education in 1985-86, our analysis indicates
that the fiscal consequences of failing to provide a specific amount of
funding for growth in these programs woultf not be significant. To provide
full funding for 10 percent enrollment growth, for example, would cost
$36,000. It would seem, however, that the county offices could easily ab-
sorb these costs since they amount to approximately 0.02 percent of the
county offices” apportionments.

We have no analytical basis on which to recommend additional funding
for enrollment growth in county jail programs, given that it is the Legisla-
ture’s policy to limit enrollment growth in the re%ular adult education
program by 2.5 percent. This is a policy decision which only the Legisla-
ture can make, in light of its priorities for the use of limited state funds.

- Accordingly, we make no recommendation on this matter.

6. Lottery Revenues :

* Proposition 37, which was approved by the voters in November 1984,
amended the California Constitution to authorize a statewide lottery. The
proposition also created the California State Lottery Act of 1984, which
prescribes how lottery revenues are to be distributed. Specifically, the
measure provides that 50 percent of the lottery’s proceeds are to be paid
out as grize money and no more than 16 percent of the proceeds are to
be used for administrative costs. The balance of the proceeds (at least 34
percent) are to be placed in a special fund, known as the California State
Lottery Education Fund, to benefit public education.

The measure requires that the funds made available for public educa-
tion be allocated, on a “per capita” basis, to the following four categories
of public education: K-12 education, community colleges, the California
State University, and the University of California. The measure intends
that the funds made available for public education in this way are to
augment (rather than substitute for) funds already allocated for public
education in California, and that the funds are to be spent exclusively for
instructional purposes.

Fiscal Effect in 1958586 Uncertain. The Governor’s Budget esti-
mates that the state lottery will yield a total of $300 million for all levels
of public education in 1985-86. Of this amount, $243 million would be
distributed to K-12 school districts. ‘

The amount of lottery revenues which will actually be available for
public education in the budget year, however, cannot {e predicted with
any certainty. The amount of lottery revenues will depend upon:

e Which lettery games are operated, : :

o The amount of time it takes for each of these games to become opera-

tional, and

o The volume of lottery sales in California for each type of game.

Based on an analysis of the amount of revenues raised by lotteries in
other states, we estimate that once the lottery is fully operational, it will
yield approximately $500 million annually for public education. Of this
amount, we estimate that approximately 80 percent, or $400 million, will
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~ be allocated to K-12 education. The exact allocation, however, is subject
to legislative clarification regarding the type of enrollment which should
be considered for purposes of the per capita distribution of lottery funds.
(It is not clear, for example, if enrollment in J)rograms administered by
county offices of education should be counte

Due to delays in getting the lottery off the t%round and 1mplement1ng
a full ra;fe of lottery games, we believe that amount of lottery. reve-
niues available to K-12 education in 1985-86 will be significantly less than
}?;4(310 million, and could easily fall short of the $243 million estimated in the

udget.

B. SPECIALIZED EDUCATION PROGRAMS

Spemahzed education programs—sometimes referred to as categoncal
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 spec1ﬁedp in law and may not be used
to support a district’s gener:)g education program. For purposes of our
analysis, we group specialized education programs into six categories;. (1)
programs relating to classroom instruction, (2) programs relating to teach-
ing and administration, (3) Special Educatlon (4) vocational education
programs, (5) compensatory education programs, and (6) other specml-
ized education programs. _

School-Based Program Coordination

Background. The School Based Program Coordination Act (Ch 100/
81) allows schools and school districts to coordinate one or more of eleven
categorical programs at the school site level. The major programs whlch
may be coordinated through the act’s provisions include: 5

Special Education,

Economic Impact A1d

School Improvement Program
Miller-Unruh Reading Program,
Gifted and Talented Education,
Educational Technology, and

o Local Staff Development Programs.

The act allows schools to combine materials and staff funded by some
or all of the various categorical programs, without requiring that resources
from each program be used exclusively to provide services to students
who are specifically identified as eligible for that program. :

In order to participate under the act, a school must establish a school S1te
council composed of parents, staff, and (if appropriate) students. The
scﬂoo{ site council plans how the coordinated resources will be used at the
schoo

Current law requires the Legislative Analyst to report annually in the
Analysis of the Budget Bill regarding the implementation of programs
operated pursuant to the School Based Program Coordination Act.

Report on Implementation. The 1984-85 school year is the third full
year of the School Based Program Coordination Act. The State Depart-
ment of Education (SDE) indicates that, during the current year, 512
schools in 191 districts are combining some categorical educational serv-
ices through the act’s provisions.

Ch 1270/83 repealed requirements that school districts submit to SDE
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school site plans for the implementation of school-based coordinated pro-
ams. Instead, plans are reviewed and maintained by each local school
~ district, and are reviewed by SDE only (1) during onsite visits and compli-
“ance reviews, which are conducted in each district every three years, and
“(2) when there is a complaint regarding any of the categorical programs
-at a particular school. As a result of this recent change in the law, neither
we nor SDE have been able to obtain any comprehensive, detailed infor-
mation regarding the implementation of school-based coordinated pro-
grams. .
‘We are able to report, however, that based on information reported by
“the ‘districts and by SDE: N '
e SDE recently increased the amount of technical assistance and pro-
gram monitoring which it provides to schools implementing coordinated
. programs; :
~ o Districts implementing coordinated programs at this time appear to
be using their funds to purchase the same types of services (primarily
‘those of resource teachers and instructional aides) and instructional
‘materials that previously were used in the separate categorical programs;
« Staff supported with categorical program funds now spend more time
working witllq) greater numbers of children, and less time completing
paperwork;
o Classroom teachers may have greater control regarding the supple-
mentary educational services which are provided to each child; an
« Some schools have established child study teams to determine which
supplementary services are appropriate for each student who is referred
to the team. '
" The information available to us does not allow us to determine the
effects of school-based program coordination on those children who are
sgecifically eligible to receive supplementary educational services under
t
gr

i 1Y

e categorical programs which may be included in a coordinated pro-
am.

1. Programs Relating to Classroom Instruction
Table 13
K-12 Education
General Fund Support for Programs Relating to Classroom Instruction
Local Assistance
1983-84 through 1585-86
(dollars in thousands)

Change
1984-85 to
: o : Actual Estimated  Proposed — __ 198586

Program. 1983-84 1984-85 1985-86 Amount Percent
.School Improvement Program ............ $172,457 $187,931 $205,710 $17,779 9.5%
Classroom Teacher Instructional Im-

provement Program.......mne — 17,100 17,100 — —
Education Improvement Incentive Pro- .

gram — 14,400 15,000 600 4.2
Educational Technology Program ....... 1,927 15,027 15,628 601 . 40
Institute for Computer Technology...... 250 258 268 10 40
‘Specialized Sécondary Schools........ —_ 2,000 2,080 80 40
Opportunity Classes ... . - 4,126 4291 " 165 40
Instructional Materials.... . 77,659 81,895 86,881 4986 6.1
Demonstration Programs ... . 3,772 3,993 4,153 160 - 40
High School Counseling .........coesesconns 6,168 6,600 6,864 264 40

Totals $262,233 $333,330 $357,975 $24,645 74%
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Table 13 summarizes local assistance funding from the General Fund for
the ten programs relating to classroom instruction. In total, the budget
requests $358 million for these programs in 1985-86—an increase of $24.6
mﬂ&ion, or 7.4 percent, over current-year expenditures. Funding for indi-
vidual programs will be discussed later in this analysis.

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. SIP
grants are used for a variety of purposes, such as for teacher aides, staff

evelopment, and/or curriculum development. Funds may not be used to
employ regular classroom teachers or for capital outlay.

Schools are selected for participation in SIP on the basis of applications
submitted to the State Board of Education. Funds are allocated to schools
with approved programs on the basis of enrollment in grades K-6, and on
the basis of average daily attendance (ADA) in grades 7-12.

SIF Equalization and Expansion

Prior to SB 813, SIP implementation grants were awarded at statutory
rates of $148 per ADA in grades K-3 and $90 per ADA in grades 4-6. At
these rates, a total of 997,666 K-6 ADA (47 percent of the total K-6 enroll-
ment) were being served in 1983-84, consisting of 68 percent of the K-3
ADA (792,530 ADA) and 22 percent of the 46 ADA (205,136 ADA).
Because of disparities in the apportionment of SIP funds per pupil, and
because many elementary schools were not participating in SIP, the Legis-
lature, in SB 813, determined that SIP grants should be (1) equalized in
grades K-6 over time and (2) expanded to cover all students in grades K-6.

Equalization. Senate Bill 813 (Ch 498/83), as amended by AB 70
(Ch 1302/83), established a mechanism to equalize SIP funds. Specifically,
beginning in 1984-85, all COLA funds for SIP in grades K-6 are to be
allocated only to school districts receiving a SIP appropriation that is less
than $106 per pupil (adjusted for inflation in 1985-86 and thereafter),
times 80 percent of the district’s K-6 enrollment. Any district below this
“base rate” of $84.80 per puﬁil ($106 X .80) receives an equalization
COLA, while districts above the base rate do not receive a COLA. Any
COLA funds remaining after all eligible districts have received their al-
lowed adjustment are to be used to augment the funds available for expan-
sion.

SIP Expansion. Senate Bill 813 also authorized the Superintendent
of Public Instruction to establish procedures for the distribution of expan-
sion funds to districts with average SIP funding levels that are less than
the base rate of $84.80 per pupil. (The “base rate” level of $84.80 per pupil
is also the maximum amount such districts may receive under the expan-
sion process.) ’ .

In 1984-85, the State Department of Education established two proce-
dures through which districts can request expansion funds. Specifically, a
district may request either (1) sufficient funding to fully fund a previously
non-SIP elementary school at the base rate of $84.80 per pupil or (2) a 3
percent augmentation to its total SIP allocation. Districts may select the
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option that results in the higher level of funding.

Finally, another provision of SB 813 allows districts with schools funded
above the base rate to reallocate SIP funds to other K-6 grades within the
district. At the time this analysis was written, the department did not
know how many pupils have been added to SIP through this provision.

Governor's Proposal

As shown in Table 14, the Governor’s Budget proposes to appropriate
$176,570,000 for K-6 SIP and $28,550,000 for 7-12 SIP in 1985-86. These
_amounts include $6.8 million and $1.1 million, respectively, for a 4 percent
COLA. Also included in the amount for grades K-6 is $9.3 million for
expansion of the SIP program.

Table 14

K-12 Education
Schoo! improvement Program Funding
1983-84 through 1985-86
(dollars in thousands)

Change
Actual Estimated Proposed 1984-85 to 1985-86
Grade Level 1983-84 1984-85 1985-86 Amount Percent
K-6 $146,792 $160,479 $176,570 $16,091 10.0%
T=12 crercrissrsnersssnasassesaenens 25,665 27,452 28,550 1,098 4.0
Totals ..ocnvevererreeerenssssananse $172,457 $187,931 $205,120  $17,189 9.1%

According to the Governor’s Budget, 88 percent of the state’s K-6 pupils
currently are participating in SIP. In fact, the budget indicates that enroll-
ment in the K-6 program nearly doubled in the current year, increasing

‘from 998,000 pupils in 1983-84 to 1,818,000 pupils in 1984-85. This implies
that the SIP equalization and expansion program is nearly complete; pro-
viding additional funding for the remaining 12 percent of K-6 pupils
(248,000 pupils) will accomplish the expansion and equalization objective.
The cost of funding 248,000 pupils at the rate of $84.80 each is $21 million.

The Governor’s Budget, indicating that 1985-86 will be the second year
of a three-year effort to achieve equalization, proposes nearly half this
amount—$9.3 million—for SIP expansion in 1985-86.

Expansion Projection Unrealistic :

We recommend that the Legislature direct the Department of Finance
to clarify during budget hearings (1) the administration’s objectives for
SIP expansion and equalization, and (2) how the administration intends
to achieve the statutory objectives of expansion and equalization estab-
lished by SB 813, because the appropriation proposed for the program does
not appear to be responsive to the statutory objectives.

Table 15 presents our estimates of what the maximum level of SIP
participation would be at the “base rate” of funding in 1984-85 and 1985—
86. In making these estimates, we used the most liberal procedures by
assuming that (1) all of the funds grovided for SIP equalization and expan-
sion in 1984-85 and 1985-86 would be used to fund new pupils at the base
rates of $84.80 and $89.95, respectively (that is, no new pupils will be
funded below the base rate) and (2) none of these funds would be used
to “level up” funding for pupils previously participating in the program
at less than the base rate. '
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Table 15
K-12 Education
School Improvement Program
Grades K-6 Participation
1983-84 through 1985-86

Governor'’s Budget Legislative Analyst
Percent of K-6 Percent of K-6
Enrollment Enrollment in SIP  Enrollment  Enrollment in SIP
997,666 47.4% 997,666 474%
1,818,319 88,0 1,187,619 54.6
Over 1,818319* over 88 1,367,206 629

2 Governor’s Budget estimates that 1985-86 ADA will be greater than 1984-85 by an unspecified amount.

As Table 15 shows, we believe the Governor’s Budget gives a false
impression of how much SIP expansion and equalization has actually been
achieved and, consequently, underestimates the amount of money still
needed to achieve the Legislature’s objectives. Specifically, we find that
the amount of funding proposed for 1985-86 is not sufficient to support 88

ercent of the K-6 enrollment at the base rate authorized in SB 813. In
act, we estimate that SIP funding in the current year is sufficient to
provide participation for only 54.6 percent of the statewide K-6 enroll-
ment, and that the amount proposed for the budget year would expand
participation to 62.9 percent of K-6 enrollment if all pupils were funded
at the base rate. To fully fund the 1.8 million pupils indicated in the
Governor’s Budget at the base rate, $72.5 million would be needed for
expansion alone in 1985-86. Put another way, the level of SIP funding
provided in the current year, plus the amount proposed in the Governor’s
Budget, would extend SIP participation to 1.8 million fpu ils. only if a
substantial number of pupils were being funded at a rate arﬂelow $84.80.

The Department of Education confirms that students are being funded
at rates that are less than $84.80. Therefore, a simple headcount of the
number of pupils participating in SIP, without reference to the rate at
which they are actually being funded, does not provide an accurate meas-
ure of progress toward the Legislature’s twin goals of SIP expansion and
equalization. Nor is it clear from the budget that equalized funding at the
rate specified by SB 813 is indeed the administration’s goal as well.

Accordingly, we recommend that the Legislature direct the Depart-
ment of Finance to (1) clarify its objectives with regard to SIP expansion
and equalization, (2) explain how these objectives relate to the statutory
objectives established by SB 813, and (3) explain how the proposed level
of funding will promote the achievement of these objectives.

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

We recommend approval.

The Classroom Teacher Instructional Imgrovement program, estab-
lished by SB 813, was implemented during the current year. Under this
program, the Superintendent of Public Instruction will award each apgli-
cant school district funds equal to $2,000 times 5 percent of the number
of full-time teachers in the district, excluding teacﬁers’ in adult education,
child care, and regional occupational programs. Teachers employed by
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these districts may, in turn, apply for grants of up to $2,000 for use in
improving the quality of classroom instruction.

The grants are to be awarded by district governing boards, based on (1)
an allocation plan and (2) recommendations made by each district’s in-
structional improvement grant committee. The law requires that a major-
ity of each grant committee consist of teachers. The district may also
request reimbursement for administrative costs in an amount not to ex-
ceed 5 percent of its entitlement for funds.

During 198485, 867 of California’s 1,029 school districts participated in
the Classroom Teacher Instructional Improvement program.

The Governor’s Budget proposes to appropriate $17.1 million for the
Classrooin Teacher Instructional Improvement program-—the same
amount as in the current year. Because tﬁe budget proposes to provide the
statutorily-authorized level of funding for this program, we recommend
that the request be approved.

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
whose scores on the 12th grade administration of tﬁe California Assess-
ment Program (CAP) test show an improvement over their prior year’s
scores. The amount of funds received by each school is based on its stu-
dents’ 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 that was proposed in SB 1086 (1983). Under the SB 1086
g:';;gram, all high schools statewide would have competed for incentive

s from an appropriation of $50 million. This measure, however, was
vetoed by the Governor.

Subsequently, the Legislature appropriated $7.2 million in SB 813 to
implement the EIIP during 1984-85, and required the Superintendent of
Public Instruction to “select a stratified sample of high schools to partici-

ate in the program on a pilot basis.” The Governor also vetoed these
unds. In his budget for 1984-85, however, he proposed—and the Legisla-
ture approved—3§15 million for the EIIP.

The Governor’s Budget again proposes that $15 million be provided for
the EIIP in 1985-86. Of this amount, $175,000 will be used for state adminis-
trative expenses and the costs of providing test proctors, with the remain-
der distributed as awards to qualifying high schools. (Because the
Legislature reappropriated $600,000 of the 1984-85 funds to fund a revision
of the 12th grade CAP test, the budget proposal represents an increase of
$600,000, or 4.2 percent, over the amount actually available for the pro-
gram in the current year.)

SDE Has Failed to Implement ElIP on Pilot Basis

We recommend that the Legislature direct the State Department of
Education to explain why it has failed to implement the Education Im-
provement Incentive Program on a pilot basis, as required by SB 813.

During hearings on the 1984-85 budget, the State Department of Educa-
tion indicated that if the Legislature were to provide $15 million for the
EIIP, the department would select 30 percent of the state’s high schools
to participate in the pilot program. On the basis of this assurance, the
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Legislature approved the budget request. In September 1984, however,
the department decided to abandon the sample approach in favor of one
in which all high schools would be eligible to participate in the program
and compete for funds.

The department indicates that it decided not to select a sample of
schools to participate in the EIIP, in part, because of the provisions con-
tained in SB 1889 (Ch 1697/84) in September 1984. This bill, among other
things, provides that a school must administer the CAP test to at least 93
percent of its 12th grade students in order to be eligible for funding under
the EIIP. The department contends that, because few high schools admin-

_ister the 12th grade CAP test to at least 93 percent of their students, this
requirement will result in a “self-selected sample” of schools participating
in the program—thereby meeting the requirements of SB 813.

We find the department’s explanation to be without merit. Senate Bill
1889 made no change in the requirement that the Superintendent of
Public Instruction select a stratified sample of schools to participate in the
program on a pilot basis. Nor do we find any evidence that the “93 per-

" cent” requirement was intended to select a sample of schools to partici-
pate in the pilot EIIP, in lieu of the Superintendent’s sample. A much
more cogent rationale for the 93 percent standard is that it is to ensure that
a school does not attempt to increase its CAP test scores through the
exclusion of low-achieving students.

Statewide Implementation Precludes Evaluation. As we noted in
last year’s Analysis, a pilot study comparing the performance of students
in randomly selected schools to the performance of students in a “control

- group” would permit the state to identify and measure improvements in
student achievement due to the program. The approach actually imple-
mented by the department, in contrast, provides no control group against
which to measure the effects of the EIIP. Thus, if average scores on the
12th grade CAP test should increase, it will not be possible to determine
how much of the increase is due to the EIIP and how much is due to other
gal.;:tors, such as the significant funding increases and reforms provided by

813. »

In sum, we believe that the State Department of Education has both
failed to comply with the requirements of SB 813 (that the EIIP be imple-
mented on a pilot basis, using a stratified sample of high schools), and
failed to make good on its commitment to the Legislature during budget
hearings last year. As a result, it will be impossible to evaluate the effec-
tiveness of the program in improving academic performance, making the
program of dubious value. Accordingly, we recommend that the Legisla-
ture direct the State Department of Education to explain its actions.

Ceiling on Administrative Costs is Too Low .

We recommend that the Legislature adopt Budget Bill Ianguage author-
izing the Department of Education to reserve up to $225,000 of the EIIP
appropriation for administrative costs, because the current allowance is
too low.

In implementing the EIIP, the State Department of Education (SDE)
has incurred administrative costs in excess of those associated with the
regular administration of the 12th grade CAP test. The majority of these
costs were incurred in order to increase the security surrounding the test,
so as to ensure the validity of the test scores on which the distribution of
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EIIP funds wrill be based. For example, the department has required the
company which administers and scores the tests to account for all of the
test materials distributed and to. create tamper-proof seals for these
materials. In addition, SB 813 required each administration of the test to
be proctored by a person not employed by the district administering the
test. Finally, the department has incurred costs in calculating districts’
allocations of incentive funds and assisting districts in understanding the
new program.

The statutes governing the EIIP originally provided no funding for
these additional costs. In September 1984, however, the Governor ap-
groved SB 1889 (Ch 1697/84) which, among other things, permitted the

epartment to use up to 0.5 percent of the EIIP appropriation to pay
proctors and finance other administrative costs. This proviged an adminis-
trative cost allowance of $75,000 in the current year. :

Our review of the administrative costs actually incurred by the SDE in
administering the 12th grade CAP test indicates that the all}cl>wance pro-
vided by Ch 1697/84 is too low. Specifically, our review indicates that the
department incurred additional costs of approximately $225,000—or 1.5
percent of the EIIP appropriation for 1984-85. Of this amount, $75,000 was
used to partially reimburse the districts for the costs they incurred in
hiring test proctors. The remaining $150,000 represents costs incurred by
the department directly and costs incurred by the company administering
the 12th grade CAP test (which must be reimbursed by the department).

Based on our review, we believe that an administrative cost allowance
of $225,000 would more accurately reflect the additional costs of adminis-
tering the EIIP.

Accordingly, we recommend that the Legislature adopt the following
Budget Bill language in Itern 6100-107-001: .

“Notwithstanding Section 54657.7 of the Education Code, an amount

not to exceed $225,000 of the funds appropriated in this item shall be

used for the payment of grade 12 testing proctors and the administration

of the Education Improvement Incentive Program.” .

Because the costs of administering the EIIP are essentially fixed, and are
not related to the amount of funds provided for incentive awards under
the program, we do not recommend that the administrative allowance be
expressed as a percentage of the EIIP appropriation.

d. Educational Technology Pr,&gram (Item 6100-181-001)
We recommend approval.

The Educational Technology program, as amended by Ch 1133/83 (AB
803), provides support for computer and other technology education, as
well as instructional telecommunications services for schools. Grants are
awarded to local educational agencies on a state/local matching ratio of
10:1. :

The budget proposes a General Fund appropriation of $15.6 million for
local assistance in the Educational Technorl)ogy program during 1985-86.
This is an inerease of $600,000, or 4 percent, over estimmated current-year
expenditures. o

In the current year, 60 percent of the appropriation ($9 million) will be
used for local matching grants to school districts and county offices. These
grants, in turn, will be used for the purchase of computer hardware and
software to assist in the implementation of computer education programs
or computer-assisted instruction. The remainder of the appropriation ($6
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million) is being allocated to fund other activities specified by AB 803,
including (1) district-wide model educational technology or computer
education program grants, (2) local planning assistance and grants man-
agement services, (3) instructional television (ITV) services expansion,
(4) statewide software and ITV program acquisitions, and (5) educational
technology research studies. ‘

The Department of Education indicates that, in the budget year, fund-
ing for educational technology program activities will be allocated in
roughly the same proportion as in the current year. o

Because the program is being implemented in a manner consistent with
the Legislature’s intent expressed in AB 803, we recommend approval of
the amount requested. ' :

e. Institute for Computer Technology (ICT) (ltem 6100-181-001)
We recommend approval. :

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. :

The budget proposes a General Fund appropriation of $268,000 for this
program in 1985-86—$10,000 more than tﬁe current-year amount. The
increase grovides for a 4 percent cost-of-living adjustment. The amount
requested will support approximately 100 ADA.

Our analysis indicates tEat the institute is providing education and train-
ing in computer technology for pupils in grades K12 and adults, as author-
ized under current statute. Because this program is meeting its intended
purpose, we recommend approval of the amount requested.

f. Specialized Secondary Schools (ltem 6100-119-001(c))
We recommend approval.

Senate Bill 813 authorized school districts, beginm’ng in 1984-85, to ap-
ply to the Superintendent of Public Instruction for funds to establish high
scKools with specialized curricula in the fields of mathematics, science,
visual and performing arts, and computer technology. The objective of
these specialized secondary schools is to provide talented students with
specialized learning experiences and training in these areas and to pro-
mote the development of specialized curricula for other school districts.
Funding may be used only for “start-up™ costs associated with the estab-
lishment of a new specialized secondary school or a new program in an
existing school. In tﬁe current year, the State Department of Education
awarded, through a competitive grant process, an average of $194,000 each
to th sichool districts, for the purpose o}) establishing specialized secondary
schools.

The Governor’s Budget proposes $2,080,000 for this program in 1985-86
—an increase of 4 gercent éCOLA) over the current-year appropriation.
This amount would be used to provide funding for the establishment of
new specialized secondary schools or to fund additional start-up costs
related to the expansion of those schools funded initially in the current

ear.
Y The specialized secondary schools are now being established. Thus, we
have no basis on which to evaluate the effectiveness of these schools. An
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evaluation of these programs will be initiated in 1985-86, and completed
by October 1, 1986. - :

Because the budget proposes to continue the legislatively-authorized
level of funding for this program, we recommend that the amount be
approved.

g. Opportunity Classes and Programs (ltem 6100-119-001(b))

We withhold recommendation on $4,291,000 requested for the continua-
tion of fiscal incentives for the expansion of opportunity classes and pro-
grams, pending receipt of additional information on the projected amount
of claims for such funding in 19585-86. v

" Commencing in 1984-85, SB 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 and programs is to provide
pupils who are identified as potential truants or discip%nary problems “an
opportunity ... to resolve their problems” so that they may return to
regular classroom instruction. Specifically, the measure provides that
school districts maintaining opportunity classes and programs shall be
eligible to receive reimbursements for costs associated with increasing the
availability of such classes and programs in grades 7 to’'9, “which are in
excess of the reimbursements provided in the regular apportionment.”
The amount of reimbursements received by a district may not exceed $400
per pupil for each additional pupil enroﬁ’ed in an opportunity class or
program above the 1982-83 enrollment level.

-The Governor’s Budget proposes $4,291,000 to support this program in
1985-86—an increase 054 percent over the current-year funding level. At
the time this analysis was written, the Department of Education had not
issued a Program Advisory or established procedures for districts to claim
reimbursements under the program. As a result, we had no information
with which to assess the appropriateness of the level of funding proposed
in the Governor’s Budget. en such information becomes available, we
will review it and provide our recommendations for funding this program.

Clarification of Budget Bill Language Needed

We recommend that the Legislature amend the provisions of Budget
Bill language governing reimbursement for the excess costs of opportunity
classes and programs, in order to clarify that districts expanding the availa-
bility of opportunity programs are eligible to receive these funds. ’

We noted in last year’s Analysis that, because it based the maximum
reimbursement pai(i] to a district for expanding opportunity classes and
programs on the number of pupils enrolled, SB 813 failed to relate the
amount of this reimbursement to the additional workload actually gener-
ated by the expansion. This is because the purpose of opportunity classes
and programs is to return students to a regulglr classroom as quickly as
possible, and as a consequence, enrollments typically reflect substantial
“turnover” of individual students. Accordingly, we recommend—and the
Legislature approved—the adoption of budget bill language requiring
that funding for the expansion of opportunity classes and programs. be
based upon units of average daily attendance (ADA), rather than on
headcount enrollment. The Governor proposes to continue this language
in the 1985 Budget Bill.

The State Department of Education (SDE) has concluded that, because
enrollment in opportunity programs is not calculated in terms of ADA for
school apportionment purposes, the current and proposed budget lan-
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age effectively prohibits school districts from receiving reimbursement
or the increased costs associated with program expansion. (Unlike oppor-
tunity classes, which enroll students on a Eull-time basis, opportunity pro-
grams may offer a limited amount of instruction which supplements a
student’s regular program.) The department further indicates that under
existing law, -itis not authorized to compute enrollment in opportunty
programs on an ADA-equivalent basis.

We believe that the SDE has read more into the budget bill language
than was ever intended when the Legislature adopte§ it. In order to
clarify this intent, however, we recommend that the Legislature amend
the budget bill language contained in Item 6100-119-001 (b) as follows:

“3. Notwithstanding Section 48644 of the Education Code, funds allocat-

ed to school districts for the expansion of Alternative Educational Pro-

grams shall not exceed $400 per unit of average daily attendance

(ADA), based on the additional enrollment in these classes and pro-

grams above the 1982-83 enrollment levels, expressed in terms of ADA.

For the purpose of making this allocation, the Superintendent of Public

Instruction shall establish a formula expressing enrollment in opportu-

nity programs in terms of ADA.” ‘

h. Instructional Materials (Textbooks) (ltems 6100-186-001,
6100-187-001, 6100-015-001)

The California Constitution requires the state to adopt textbooks for use
in grades K-8 and supply them to the schools without charge. To supple-
ment this program, SB 813 (Ch 498/83) provided state funding for the
purchase of textbooks for grades 9-12. During 1984-85, state aid for the
purchase of textbooks was apportioned to schools at the rate of $22.07 per
ADA for grades K-8 and $15.25 per ADA for grades 9-12.

Table 16 shows instructional materials funding for the prior, current,
and budget years. :

Table 16
K-12 Education
Funding for Instructional Materials
1983-84 through 1985-86
(dollars in thousands)
Change

Actual Estimated  Proposed 1984-85 to 1985-86
1983-84 198485 1985-86 Amount  Percent

State Operations:

General Fund ...... . $1,476 $1,582 $1,645 $63 40%
Federal funds ... 2 — —_ — —
Reimbursements / -
it Fund 82 105 106 1 1.0
Subtotals $1,560 $1,687 $1,751 $64 3.8%
Local Assistance: .
General Fund (grades K-8) ........ $59,310 $62,446 $66,270 $3,824 6.1%
General Fund (grades 9-12) ... 18,250 19,449 20,611 1,162 6.0
Federal funds ..........cvermecremnees 9 — — —_ =
Subtotals $77,659 $81,895 $86,881 $4,986 6.1

Totals $79,219 $83,582 $88,632 $5,050 6.0%
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Table 16 shows that the budget proposes $88.6 million for the instruc-
tional materials program in 1985-86—an increase of $5 million, or 6 per-
-cent, over the current-year funding level. Of the total, $1.8 million is for
.state operations and $86.9 million is for local assistance. The increase re-
quested for local assistance reflects baseline adjustments to account for
increased enrollment plus a cost-of-living adjustment of 4.3 percent for
. grades K-8 and 4 percent for grades 9-12. The total increase is-$3.8 million,
or 6.1 percent, over the current-year appropriation. The budget also pro-
poses an inerease of $64,000, or 4 percent, for state operations.

K-8 Local Assistance is Overbudgeted

We recommend that the appropriation for instructional materials local
assistance in grades K-8 be reduced by $226,000 and the related COLA be
reduced by $45,000, for a total General Fund savings of $271,000, because
the budget overestimates K-8 enrollment. (Reduce Item 6100-186-001 by
$226,000 and Item 6100-226-001 (k} by $45,000.)

Current law provides that funding for instructional materials shall be
"based upon a statutory rate per ADA, multiplied by actual ADA for the
prior year. The amount of funding in 1985-86, therefore, is based upon
enrollment in 1984-85. o :

Using enrollment estimates available in December, the Department of
Finance estimated total funding needs for K-8 instructional materials to
be $66,270,000 in the budget year. This amount consists of $63,504,000 to
fully fund instructional materials at the current-year rate of $22.43 per
ADA, plus $2,766,000 to provide the 4.3 percent cost of living adjustment
(COLA) specified in statute.

Using more recent enrollment data, we estimate that only $63,278,305
will be needed to fully fund K-8 instructional materials (including the 4.3
percent statutory COLA) in the budget year. As a result, we estimate that
the amount requested in the Governor’s Budget exceeds program re-
quirements by $270,728.

In order to accurately reflect funding requirements for this program in
the budget year, we recommend that the Legislature reduce the K-8
instructional materials base by $226,000 (Item 6100-186-001) and the K-8
instructional materials COLA by $45,000 (Item 6100-226-001 (k) ).

i. Demonstration Programs in Reading and Mathematics (item 6100-146-001)

Demonstration programs in reading and mathematics were established
to provide cost-effective, exemplary reading and math programs in grades
7 through 9, using innovative instructional techniques. The enabling legis-
lation for the demonstration programs specifies that they are intended to
(1) develop new approaches to the teacEing of reading and mathematics,
(2) provide information about the successful aspects of the projects, and
(3) encourage project replication in other schools. The legislation further
requires tha t the programs be ranked according to evaluation results, with
state support witllm)drawn from the lowest-rated programs. In 1984-85, the
program will serve 8,908 students in 29 schools representing 19 districts.

e Governor’s Budget proposes an appropriation of $4,153,000 for the
demonstration programs in 1985-86. This amount includes $3,993,000 to
continue the level of funding provided in the current year, plus $160,000
for a 4 percent cost of living adjustment.
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Results of Sunset Review

Chapter 1318, Statutes of 1984, establishes a “sunset date” of June 30,
1986 for demomnstration programs in reading and math, and requires the
State Department of Education to report to the Legislature by January 31,
1985, on the appropriateness and effectiveness of the programs. The law
further requires the Legislative Analyst to submit findings, comments, and
recommendations regarding the programs within 90 days of receiving the
report.

Prior legislation (Chapter 1270, Statutes of 1983) set June 30, 1985, as the
sunset date for demonstration programs, and required the SDE to submit
its report by December 1, 1983. We received this report in August 1984 and
~ presented our findings and recommendations to the Legislature in- No-
- vember 1984 in a report titled, Demonstration Programs in Reading and
Mathematics: A Review.

Our review of the demonstration programs indicated that the reading
and mathematics scores of participating pupils have increased significant-
ly more than one would expect, based on the norm of all pupils taking the
tests. In addition, we found that the cost-effectiveness of the programs, as
measured by achievement gains, has shown continual improvement.

In addition to these favorable findings, however, our review also identi-
fied several areas in which the use of demonstration program funds could
be improved. Because two of our recommendations are relevant to the
Legislature’s consideration of the budget request for the demonstration
program in 1985-86, we present them here. '

State Support for Innovative Programs

We recommend that the Legislature adopt Budget Bill language speci-
fying that only those new demonstration program applicants proposing to
utilize an instructional methodology or curriculum which differs signifi-
cantly from existing demonstration programs may be considered for fund-
ing.

Schools are selected to participate in the demonstration program on the
basis of applications submitted to the State Board of Education. To be
eligible, a school district must be designated as a “poverty and social
tension area” by the State Department of Education, pursuant to Educa-
tion Code Section 54483 (Compensatory Education Programs). ,

In funding new (as opposed to ongoing) demonstration programs, the
State. Board of Education in recent years has selected several programs
which, at least initially, utilized the same methodology as another demon-
stration program. (In some cases, these programs subsequently were
modified to meet local needs.)

We question the desirability of using limited resources to fund new
demonstration programs that, in large part, duplicate existing programs.
Once the effectiveness of a particular instructional methodology has been
established, regional Worksﬁops can be used to demonstrate these tech-
niques to other schools. This will allow funds that become available for
new demonstration programs to be used for testing other instructional
techniques, thus increasing the demonstration value of the program.

Accordingly, to increase the demonstration value of the projects, we
recommeng that the Legislature adopt the following Budget Bill language
in Item 6100-146-001, targeting funding for new projects toward those that
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do not duplicate existing projects:

“Notwithstanding any grovision of law to the contrary, funds appro-
griated by this item and allocated to support the instructional costs of

emonstration programs established after June 30, 1985, shall be allocat-
ed only to programs that demonstrate a significant departure from or
variation of existing instructional practices. The State Department of
Education shall establish criteria and guidelines necessary to ensure the
implementation of this provision.”

Dissemination of Exemplary Programs

We recommend that the Legislature adopt Budget Bill language making
continuation of state support for any demonstration program that has been
funded for three or more years contingent upon agreement by the school
district to fund the instructional component of the program from district
funds, with state support limited to the costs of curriculum development
and dissemination/replication activities.

A demonstration or model program cannot be judged successful if
schools are unwilling to replicate it. In such cases, one must conclude that
the demonstration program is less effective than existing instructional
prgfra.ms. Consequently, individual demonstration programs must be
evaluated in terms of the extent to which they are replicated.

The starting point for applying this criterion should be at the school site
where the demonstration program is in operation. If, after it has had an
opportunity to gauge the eﬁectiveness of its own demonstration program,
a district chooses not to fund the program’s instructional costs, there is no
apparent reason why other districts would want to replicate the same
program. Put another way, if the state expects other schools to replicate
an effective demonstration program, it should hold the same expectation
for the school operating the program.

Accordingly, we recommend that school districts be required to fund
the instructional component of their demonstration programs after the

_third year of state support. In the fourth and subsequent years, state
support should be limited to curriculum development and dissemination/
replication activities. To achieve this objective, we recommend that the
Legislature adopt the following Budget Bill language in Item 6100-146-001:

“Notwithstanding any other provision of the law to the contrary, funds
appropriated by this item shall not be allocated to support the instruc-
tional cost of a demonstration program that has been in existence for a
period of more than three years. Such demonstration programs may
receive allocations from funds appropriated by this item to support only
curriculum development and dissemination/replication activities.”

i High School Pupil Counseling Program (ltem 6100-109-001)

We recomamend that the Legislature direct the Department of Finance
and the Department of Education to comment, at the time of budget
hearings, ona the consequences of underfunding the high school pupil
counseling program.

Senate Bill 813 (Ch 498/83) established a permissive program for coun-
seling high school %upils. Under this program, each pupil is to receive,
prior to a%ﬁ 16 or the end of the 10th grade (whichever comes first), a
review of his or her academic progress and counseling regarding educa-
tional and career options. Priority must be given to identifying and coun-
seling pupils who are not earning credits at a rate which will enable them
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to graduate with the rest of their class. The act authorizes an allocation of
$20 for each 10th grade pupil (based on prior-year enrollments) to school
districts adopting the counseling program. These funds must be used to
supplement, rather than supplant, existing funding for counseling ser-
vices.

Table 17 shows both total funding and per-pupil fundingbfor the high
school pupil counseling program in the prior, current, and budget years.
The Governor’s Budget requests $6,864,000 for the 10th grade counseling
program in 1985-86. This amount includes $6,600,000 to continue the cur-
rent-year funding level, plus $264,000 for a 4 percent cost of living adjust-
ment (COLA). :

Table 17

Funding For the Tenth Grade Counseling Program
1983-84 through 1985-86 -

Change

Actual Estimated Proposed 1984-85 to 1985-86
’ 1983-84 1984-85 1985-86 Amount  Percent
AppPropriation ... $6,510,000° $6,600,000 $6,864,000 $264,000 40%
10th Grade ADA " 325,488 335,611 347,627 12,016 36
Funding per ADA $20.00 $19.67 $19.75 $0.08 0.4

2 Includes $342,000 provided in Ch 1073/84.
b Prior year ADA.

Because the number of 10th grade pupils in participating schools was
not estimated accurately, the amount appropriated for this program in the
current year has not been sufficient to provide funding at the statutory
rate of $20 per 10th grade pupil. Specifically, we estimate that the current-
year funding amount will provide an allocation of only $19.67 per pupil—
rather than the $20 per pupil intended by the Legislature. If the IE)mdget
is agl)proved as submitted, this is likely to be the case again in 1985-86. Our
analysis indicates that the Governor’s Budget fails to take account of an-
ticipated growth in 10th grade enrollment during the current year (which
determines the amount of funding needed in the budget year). As aresult,
most of the $264,000 COLA will be needed to support increased enroll-
ment and will not be available for maintaining the purchasing power of
the per-pupil allocation.

Our analysis indicates that:

o in order to provide funding at the statutory rate of $20 per 10th grade

ADA and fully fund enroliment growth, the Legislature would need
to augment the budget by $89,000, and

« if the Legislature wishes to provide full funding for the program and

provide a 4 percent COLA, an augmentation of $367,000 would be
needed. ‘

We therefore recommend that the Legislature direct the Department
of Finance and the Department of Education to comment on the conse-
quences of underfunding this program. ‘ ‘
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2. Programs Relating to Técchihg and Administration

Table 18 shows General Fund local assistance funding for the programs
relating to 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

K-12 Education
General Fund Support for Programs Relating to Teaching and Administration
Local Assistance - '
1983-84 through 1985-86
{dollars in thousands)

Change
Actual  Estimated Proposed — 1984-85 to 1985-86
1983-84 1984-85 1985-86  Amount - Percent

Program )
Mentor Teacher Program........oowm. $10,805 $30,800 $37,800 $7,000 22.7%
Minimum Teachers’ Salaries . 2,948 24,800 25,435 635 26
Teacher Education and Computer Cen- o

ters v 6,931 11,982 12,461 479 40
Administrator Training and Evaluation .

Program . — 2,000 4,160 2,160 108.0
Pilot Project for Administrative Person- "

nel Recruitment ....coevcssccsrernonns — 250 250 — —
Local Pilot Projects to Strengthen Per-

sonnel and Management........coveeeeers - 250 — ~250 —100.0
School Personnel Staff Development

Program 3,369 3,470 3,609 139 40
Bilingual Teacher Training Program...... 779 802 834 32 4.0

Totals $24,832 $74,354 $84,549 $10,195 13.7%

2 Actual reimbursements claimed.

a. California Mentor Teacher Program (Item 6100-191-001(¢) and (d))

The California Mentor Teacher program was created by SB 813 (Ch
498/83) to retain and reward exemplary teachers, and upgrade the skills
of new and experienced staff. Under this program, exempfary teachers are
designated as “mentors” and are awarded annual stipends of $4,000. In
return, the mentor teachers are expected to perform additional duties
such as assisting and guiding other teachers, and developing new curric-
glzi. (A report on the duties performed by mentor teachers is described

elow).

Under current law, each school district and county office of education
is allowed to designate as mentor teachers 5 percent of its eligible, cer-
tificated classroom teachers (that is, one mentor for every 20 teachers).
Districts and county offices participating in the program receive funds for
the mentor teacher stipends, and are reimbursed for the necessary costs
to operate thee program, such as the costs of substitute teachers, and ad-
ministrative costs. ' ’

Scope of the Program in 1984-85

In the current year, 740 school districts and county offices are participat-
ing in the mentor teacher program. These local educational agencies
(LEAs) employ approximately 90 percent of the total number of eligible
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teachers in the state, and represent approximately 90 percent of statewide
ADA. In these participating districts, approximately 3.2 percent of the
total number of certificated classroom teachers are designated as mentors
—a total of 5,086. This results in a ratio of one mentor for.every 48 teachers
in those LEAs that first participated in the program during 1983-84, and
a ratio of one mentor for every 119 teachers in newly-participating LEAs.
In addition, the appropriation provides sufficient funding to reimburse
school districts and county -offices for support costs associated with the
operation of the program, at a rate of $2,000 per mentor teacher (50
percent of the mentor teacher stipend).

1985-86 Proposal to Limit Support Costs

The budget proposes a General Fund appropriation of $37.8 million for
the Mentor Teacher program in 1985-86. This is an increase of $7 million—
or 23 percent—over estimated current-year expenditures of $30.8 million.
These funds are provided in two subschedules within Item 6100-191-001.
Subschedule (c) would appropriate $35.8 million to provide stipends of
$4,000 each to 5 percent (the maximum level authorized) of the total
number of certificated classroom teachers, and subschedule (d) would
a};l)propriate $2 million to reimburse school districts and county offices for
their support costs. In addition, the Budget Bill contains language which
would limit the amount available for the reimbursement of support costs
to the amount appropriated in the schedule—$200 per mentor teacher.

Proposal Needs Clarification

We recommend that the Legislature direct the Department of Finance
and the Department of Education to clarify the likely consequences of
underfunding by $15.9 million the amount needed to reimburse school
districts for the support costs of the mentor teacher program.

Senate Bill 813 specifies that the Superintendent of Public Instruction
shall allocate to sc?nool districts and county offices participating in the
program an amount which he determines to be “sufficient to reimburse
the necessary costs of participation in the mentor program.” Such support
costs may include the cost of: : ‘ g Co
o Selection committees, including release time for teachers on mentor
teacher selection committees; B s o
» Substitutes for teachers—especially new teachers—to observe ' mentor
teachers, and for mentor teachers to observe teachers; '
e Training for mentor teachers; and SR ‘
o Support materials. ‘

During the past and current years, the superintendent has reimbursed
school districts and county oﬂ%’ces for their costs of administering the
mentor teacher program at a rate of $2,000 per mentor teacher ébr 50
percent of the mentor teacher stipend). This would require a total of $17.9

. million in the budget year. As noted above, however, the Governor’s
Budget provides a total of $2 million for support costs and proposes to limit
the reimbursement rate to $200 per mentor teacher, or 5 percent of the
mentor teacher stipend. Hence, under the budget proposal, participating
districts and county offices will receive $1,800 less per mentor teacher—a
reduction of 90 percent from the amounts which LEAs have received for
support costs since the program began. Thus, the budget significantl
unt erfunds the program requirements as determined by t%ne superint‘end}:
ent. :
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We find that the allowable cost categories specified by the Department
of Education are reasonable for support of the program. Moreover, it
.appears from preliminary spot surveys conducted by the Department of
.:E,d[i)xcation that districts are using their support allowances for the allowa-
ble costs:suggested by the department. On this basis, we conclude that a
support allowance of $200 per mentor teacher would not be sufficient to
-accomplish the Legislature’s objectives in setting up this program.
- To illustrate: the inadequacy of a $200 support allrc))wance, we have at-
tempted to estimate funding needs for one of the cost categories men-
.:tioned above. ' ) : :

One of the primary duties of the mentor teacher is to assist new and
experienced teachers. In order to do this, the mentor can observe the
teacher and make suggestions and/or the teacher can observe the mentor
and learn through watching. Under the Governor’s Budget proposal,
there will be one mertor for every 20 teachers. If, during the course of one
year, each rentor spent just one day with another teacher—either the
mentor teacher observing the teacher or the teacher observing the men-
.tor—the equivalent of 20 substitute days would be required. This would

| cost; at an average rate of $67 per day per substitute, $1,340. Obviously,
~$200 would not be adequate to cover the support costs of the program in
just-this one category. . '

Accordingly, we recommend that during budget hearings, the Legisla-
ture direct the Department of Finance and the Department of Education
to clarify what the consequences would be if the support cost program
element is reduced by $15.9 million.

Report on D_ofies Performed by Mentor Téuchers

- The Supplemental Report to the 1984 Budget Act required the State
Department of Education (SDE) to report by November 1, 1984, on the
duties of mentor teachers. The SDE: prepared its report in cooperation
with  the Far -West Laboratory for Educational Research and Develop-
.ment. . . : ~

Data was .collected for the report from a statewide survey sent out to
all school districts. Of the 490 surveys that were returned, 367 were from
districts that were implementing the program. This sample was represent-
ative of the 662 districts implementing the program statewide in 1983-84.

The survey results indicate that the districts expect their mentor teach-
ers to perform the following primary duties during the academic year
1984-85: ’

o Assist new teachers. Slightly less than half of the participating dis-
tricts aniticipate that mentors will use some or all ofp their mentoring
.time to provide direct: assistance to new teachers; o

" .« Assist experienced teachers. Roughly 50 percent of the surveyed
" districts will use mentors to work with experienced teachers on a
L ongjto-'one basis, or in school- and district-level staff development;

o Develop curriculum. Somewhat less than half of the districts re-
port that mentors will be assigned to curriculum development activi-
ties. : R

. From this survey, it appears that the mentor program is being imple-
mented in -a manner consistent with legislative intent. It is too early,
however, to evaluate fully the duties performed by mentor teachers. Most
mentor teachers began their terms during the summer of 1984, and have
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not participated in the program for a full academic year.

Based on the data presented in the report, it is not possible to determine
what proportion of the mentors’ time is spent on each activity. Subsequent
studies planned by the Department of Education, in conjunction with the
Far West Laboratory, are intended to provide more detailed descriptions
of how mentors spend their tiine, and the rationale behind these alloca-
tions. We will review these reports when they become available and re-
port to the Legislature as appropriate.

b. Minimum Teachers’ Salaries (ltem 6100-101-001(g))

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 of the teachers’ pay schedule by 10 percent each year in 1983-84
through 1985-86, to a specified maximum level (adjusted annually for
inflation). The maximum level in 1984-85 is $19,084.

These local educational agencies (LEAs) are also entitled to reimburse-
ment 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 attributable 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.

In 1983-84, there were 318 school districts and county offices of educa-
tion—29 percent of the total—participating in the program. These LEAs
have approximately 68 percent of the state’s total ADA. Based on a survey
of school distriets conducted in late 1984, we find that there are a variety
of reasons for the low level of participation in the program. These include:

o Some districts with a number of teachers at the lower range of the
salary schedule elected not to participate, because they believed the
resulting compaction of the salary schedule would pressure them to
increase all teachers’ salaries; .

« Some districts did not participate because they have no entry-level
teachers earning below the statutory target; and :

¢ Some districts that are planning to hire more entry-level teachers in
the future chose not to participate, because the additional salary costs

_for these teachers would not be funded by the program.

Proposed Funding Level Exceeds Program Requirements

We recommend that $25.4 million proposed from the General Fund for
increasing minimum teachers’ salaries be eliminated, because the amount
appropriated for this program in the 1984 Budget Act is sufficient to fund
both the current-year and budget-year requirements. Consistent with this
recommendation, we further recommend that the Legislature adopt
Budget Bill lanaguage in Item 6100-490 reappropriating the undisbursed
balance of the eurrent-year appropriation. (Reduce Item 6100-101-001 (g)
by $25,435,000.) ' :

The budget proposes a General Fund appropriation of $25.4 million
from the General Fund to increase minimum teachers’ salaries in 1985-86
i—an1 increase of $635,000, or 2.6 percent, over the current-year funding

evel. :
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In order to estimate more accurately the funding requirements for
_increasing minimumn teachers’ salaries, we surveyed a sample of school
. districts to determine the amount of reimbursements which they will be
claiming for. this purpose in the current year. Qur survey was based on a
stratified, random sample of 48 school districts. The districts surveyed
account for approximately 30 percent of the statewide total ADA.

Our survey found that the current-year appropriation for the program
greatly exceeds the program’s funding requirements.

Past- and Cuwrent-Year Costs. In 1983, we conducted a similar sur-
vey of school districts, in order to estimate the funding requirements for
the minimurn teachers’ salaries provisions in 1983-84. As Table 19 shows,
we estimated the funding requirements to be $3.9 million. The Legislature
appropriated $12.3 million to fund the program in 1983-84. The actual
amount claimed, however, was only $2.9 million, which was $9.4 million
less than the amount appropriated, and $0.9 million less than our estimate.

Table 19
Minimum Teachers’ Salaries
Estimated Versus Actual
Funding Requirements
1983-84 through 1985-86

- {dollars in millions)

: 1983-84 198485  1985-86
Estimated funding requirements:

Department of Finance y ‘ $12.3 $24.8 $25.4
Legislative Analyst 39 6.5 146
Actual reimbursements claimed 29 — S =

The results of the survey conducted for the current year indicate that,
in 1984-85, the amount of reimbursements claimed for increasing mini-
mum teachers’ salaries will total approximately $6.5 million—$18.3 million
less than the amount appro riateg for the current year. We estimate that
the unspent balance from the current-year appropriation ($18.3 million)
would be more than sufficient to fund program costs in the budget year.

Budget-Year Costs. The costs of increasing minimum teachers’ sala-
ries in the budget year will consist of (1) the funds needed to continue in
districts’ base revenue limits the amounts provided in 1984-85 and (2) the
funds needed to provide an additional 10 percent increase in these salaries
(to.a maximum adjusted salary of $19,084 plus inflation). As noted above,
we estimate that the first of these components will cost no more than $6.5
million. The cost of the second component will be determined by the
number of positions that will have to be given a salary increase as a result
of raising the minimum salary by 10 percent, offset by the number of
positions that do not warrant further adjustment because of the $19,084
cap. According to our:estimates, this component of program costs in-
creased by approximately 124 percent from 1983-84 to 1984-85. Assuming
the increase from 1984-85 to 1985-86 will be similar, the cost of this compo-
nent in the budget year will be approximately $8.1 million.

In total, we estimate that the costs of providing full funding for the
minimum teachers’ salaries provisions of SB 813 in 1985-86 will be no more
than the sum of the two components, $14.6 million—or $3.7 million less
than the amount appropriated for this program that we estimate will
remain unexpended at t}}?‘e end of the current year. We, therefore, con-
clude that reappropriation of the program’s unexpended balance in the
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current year would be adequate to cover program requirements in the
budget year, annd no appropriation for 1985-86 is needed. Accordingly, we
recommend that the 1985-86 budget be reduced by $25.4 million. Consist-
ent with this recommendation, we recommend that the Legislature reap-
propriate the unexpended balance of the current-year appropriation for
the minimum teachers’ salaries by adopting the following Budget Bill
language in Item 6100-490:

“(—) Item 6100-101-001(g), Budget Act of 1984, the undisbursed bal-
ance, for the purpose of Section 45023.4 of the Education Code, mini-
mum teachers’ salaries program.” o

¢. Teacher Education and Computer (TEC) Cenigrs (item 6100-191-001(h))
We recommend approval, ' '

The Teacher Education and Computer (TEC) Centers were estab-
lished in 198283 as part of the Investment in People program, and were
reauthorized by SB 813. There are 15 TEC Centers statewide. These cen-
ters provide regional delivery of staff development services, with an em-
phasis on mathematics, science, and computer education. In addition, the
TEC Centers support and operate seven curriculum implementation cen-
ters, a software clearing house, and the Math Retraining Project.

The budget proposes a General Fund appropriation of $12.5 million for
the TEC Centers in 1985-86. This is an increase of $479,000, or 4 percent
over estimated current-year expenditures. Our analysis indicates that this
program is serving its intended purpose and, accordingly, we recommend
approval of the amount budgeted.

Sunset Report Due :

Chapter 1318, Statutes of 1984, establishes a “sunset date” of June 30,
1986 for the Teacher Education and Computer Centers, and requires the
- State Department of Education to r?ort to the Legislature by January 31,

1985, on the appropriateness and effectiveness of the program. The law
further requires the Legislative Analyst to submit findings, comments, and
recommendations regarding the program within 90 days of receiving the
report.

At the time this analysis was written, the required report had not been
submitted. We will review the report when it becomes. available, and
prepare findings, comments, and recommendations in accordance with
the requirements of Ch 1318/84.

d. Administrator Training and Evaluation Program (ltem 6100-191-001(a))

Chapter 1388, Statutes of 1982, (AB 3233) 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 estab-
lish a three-year project for administrator training. Senate Bill 813
changed the name of the program to the Administrator Training and
Evaluation program. This program received funding for the first time in
the 1984 Budget Act—$2 milﬁi’on from the General Fund. The budget
p;op_osses a General Fund appropriation of $4.2 million for this program in
1985-86.

The State Department of Education (SDE) anticipates that the Ad-
ministrator Training and Evaluation program will consist of 12 regional
training centers and one central institute known as the California School
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Leadership Academy (CSLA). Staff at the regional centers will work with
client districts to evaluate their needs and adapt the academy-designed
training curricula to those needs. In addition, regional centers will assist
districts in providing institutional support for trainees in applying what
they have learned. The central institute will be made up of full-time and
visting staff from the regional centers. Its primary task will be to design
and provide training curricula for administrators for dissemination
through the regional centers.

The SDE plans to establish six regional centers and the central institute
in the current year, and the six remaining centers in the budget year.

The $4.2 million requested for the Administrator Training and Evalua-
tion program in 1985-86 is $2.2 million, or 108 percent, more than the
current-year amount. The budget proposal consists of (1) $2 million to
fund the six centers and the institute established in the current year, (2)
$2 million to support six new centers in the budget year, and (3) $160,000
for a 4 percent cost-of-living adjustment.

Program Implementation Behind Schedule

We recommend that the amount proposed for the Administrator Train-
ing and Evaluation program be reduced by $1.0 million, because im-
plementation of the program in the current year has been delayed
allowing part of the current-year appropriation to be used for support of
the program in the budget year. Consistent with this recommendation, we
recommend that the Legislature reappropriate the undisbursed balance of
the current-year appropriation in Item 6100-490. (Reduce Item 6100-191-
001 (a) by $1,000,000.)

The $2 million appropriated for this program in the current year is
intended to provide full-year support for the central institute (approxi-
mately $500,000) and each center ($175,000 — $300,000) during 1984--85.

As of December 1984—half way into the 1984-85 fiscal year—none of the
six regional centers or the central institute planned had been established.
The SDE indicates that contracts will be awarded to district and county
superintendents for the development of the regional centers and the
central institute in mid-February 1985. As a result, the six regional centers
and the central institute will %e in operation for approximately four
months in 1984-85, and will not require full-year funding as provided in
the 1984 Budget Act.

We estimate that one-half of the current year appropriation—or $1
million—will be sufficient to fund startup costs and about four months of
operations. Accordingly, we recommend that the unexpended funds re-
maining from the current-year appropriation be reappropriated in order
to fund the program in 1985-86. This can be done by adopting the follow-
ing Budget Bill language in Item 6100-490:

“(—) Item 6100-191-001(a), Budget Act of 1984, the undisbursed bal-

ance for the Administrator Training and Evaluation program.”
Consistent with this recommendation, we recommend that the amount
proposed from the General Fund for support of the Administrator Train-
ing and Evaluation program in the budget year be reduced by $1.0 million.

e. Pilot Projects for Administrative Personnel (Item 6100-191-001(b))

We recommend that $250,000 requested for the administrative personnel
recruitment pilot projects be deleted because the current-year appropria-
tion can be used to fund the projects in 1985-86. Consistent with this
recommendation, we further recommend that the Legislature reappropri-
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ate the undisbursed balance of the current-year appropriation in Item
6100-490. (Reduce Item 6100-191-001 (b). by $250,000.) '

Chapter 1388, Statutes of 1982, (AB 3253) authorizes the State Board of
Education to establish pilot projects for administrative personnel recruit-
ment and selection. (Senate Bill 813 made minor modifications to the
program.) The pilot projects received funding for the first time in the 1984

- Budget Act—=$250,000 from the General Fund. The Governor’s Budget
proposes a General Fund appropriation of $250,000 to continue the pro-
gram in 1985-86. ; N v

At the time this analysis was written, the projects for administrative
personnel recruitment had not been implemented. Our analysis indicates,
moreover, that the pilot projects probably will not be implemented in the
current year. The Department of Education indicates tﬁat it is planning
to conduct the pilot projects in conjunction with the new, central institute
of the California Leadership Academy. As we note in our analysis of the
Administrator Training and Evaluation program, this insitute has not been
‘established—nor is it likely to be'estab?ished prior to March 1985. -

We conclude that sufficient funds have already been appropriated for
the pilot projects to support them through June 30, 1986, and accordingl
recommend that the proposed appropriation of $250,000 be eliminatec{
Consistent with this recommendation, we recommend that the Legisla-
ture reappropriate the undisbursed balance of the current-year appropria-
tion by adopting the following Budget Bill language in Item 6100-490:

“(—) Item 6100-191-001 (b), Budget Act of 1984, the undisbursed bal-
ance for the pilot projects for administrative personnel.”

f. Innovative Local Experiments to Strengthen Personnel and Management

We recommend that the Legislature reappropriate the undisbursed bal-
ance of the current-year appropriation for the personnel and management
pilot projects, because it Is unlikely that these projects will be established
in the current year. We further recommend that the Legislature enact
legislation authorizing these projects in the budget year. '

Senate Bill 813 required the Superintendent of Public Instruction t
select up to five pilot projects designed to: : v

¢ Improve the efficiency of school district operations;

o Devise incentives for personnel to serve in high-demand areas;

o Improve on-the-job training of new personnel; and

o Improve personnel evaluations. o
The legislation declares that the state should fund the marginal costs of the
projects, and a total of $250,000 is provided in the current year to support
them. Authorization for these projects expires on July 1, 1985, ‘

Because authorization. for these projects expires on July 1, 1985, the
budget proposes no funding for them in '1985-86.

At the time this analysis was written, none of the pilot projects to
strengthen personnel and management had been implemented. More-
over, our analysis indicates that the five projects probably will not be
implemented in the current year. ; g o

The Department of Education intends to use a Request for Proposal
(RFP) process to determine which projects will receive funding. It will
take time, however, for: (1) the SDE to develop an RFP, (2) applicants
to respond to the RFP, (3) the SDE to review and select proposals. for
funding, and (4) implementation and operation of the projects. Since the
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SDE had not yet issued its RFP in early February, there probably will not
be time for the projects to be selected and implemented prior to the end
of the current fiscal year. o

In order to assure that the Legislature’s intent in authorizing these
f)rojects is achieved, we recommend that: (1) the Legislature enact legis-
ation extending the authorization for these projects for another year
(until July 1, 1986), and (2) the undisbursed balance remaining from the
current-year appropriation for the pilot projects be reappropriated by
adopting the foﬁ)owing Budget Bill language in Item 6100-490: :

“(—) Item 6100-191-001 (c), Budget Act of 1984, the undisbursed bal-

ance for the pilot projects to strengthen personnel and management.”

g. Other Staff Development Programs (Item 6100-191-001(e) and (g))
We recommend approval. ;

Other staff development programs funded in the budget include the
School Personnel Staff Development and the Bilingual Teacher Training
programs. : : :

School Personnel Staff Development. The budget proposes $3.6 mil-
lion from the General Fund for the School Personnel Staff Development
program in 1985-86. This is an increase of 4 percent over estimated cur-
rent-year expenditures. This program funds grants to school districts for
local staff development activities.

Bilingual Teacher Training Program. The budget also proposes
$834,000 for the Bilingual Teacher Training program in 1985-86, which is
an increase of $32,000, or 4 percent, above the current-year amount. This
program provides training for teachers seeking certification as bilingual
instructors. v

Our analysis indicates that these programs are serving their intended
gurpose, and accordingly, we recommend approval that funding for them

e approved as budgeted.

Sunset Report Due .

Chapter 1318, Statutes of 1984, establishes a “sunset date” of June 30,
1986 for local staff development programs, and requires the State Depart-
ment of Education to report to the Legislature by January 31, 1985, on the
appropriateness .and effectiveness of the program. The law further re-
quires the Legislative Analyst to submit findings, comments, and recom-
mendations regarding the program within 90 days of receiving the report.

At the time this analysis was written, we had not received the depart-
ment’s report. We will review the report when it becomes available; and
prepare findings, comments, and recommendations on the programs, in
accordance with the rquirements of Ch 1318/84.

3. Special Education Programs (ltems 6100-0064001, 6100-007-001,
6100-161-001, and 6100-161-890)

California’s special education programs include support for (1) the
Master Plan for Special Education, (2) state administration, (3) the state
special schools for the deaf and blind, and (4) the Southwest Regional
Deaf-Blind Center. In 1985-86, approximately 363,000 students who are
learning, communicatively, physically, or severely handicapped will be
served by special education programs. ’ :

Table 20 shows the budgeted expenditures and funding for the Special
Education program in the prior, current, and budget years. Durin% 1985~
86, total support for these programs is proposed at approximately $1.4
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billion, only part of which is financed by the state budget. The remaining
support is derived primarily from property taxes and local revenue limits.

Table 20
K-12 Education
Special Education Programs
Expenditures and Funding
1983-84 through 1985-86
(dollars in thousands) )
) Change
Actual Estimated  Proposed ~ 1984-85 to 1985-86
1983-84 1984-85 1985-86 Amount  Percent

Expenditures
1. State Operatiofis:

State administration ......... . $4,855 $6,336 $6,464 $128 2.0%
Clearinghouse Depository .. 496 536 523 -13 —24
Southwest Deaf-Blind Center.......... 191 208 - 187 -21 -10.1
Special SChOOIS ........oooeesvorrrerssnrnarnens 35,170 ° 39,709 39,576 ~133 -0.3
Special Schools Transportation........ — 504 544 40 79
Subtotals $40,712 $47.293 $47,294 - 1 -
2. Local Assistance: )
Support for Local Programs ............ $931,215 $862,020 $950,931 $88,911 10.3%
Totals $971,927 $909,313 $998,225 $88,912 9.8%
Funding Sources
General Fund.... $868,639 $806,458 $892,566 $86,108 107%
Federal funds 99,523 98,827 101,142 2315 23
Reimbursements .........ecneeecveeenernne 3,753 4,010 4517 507 126
Special Deposit Fund.....n 2 18 — ~18 —

* Includes funding for special schools transportation. .

The budget requests $998,225,000 for special education programs in
1985-86, an increase of $88,912,000, or 9.8 percent, from the current-year
Ievel: This $89 million increase will be combined with local revenues to
provide - (1) an increase in program funding of $80.1 million for a 5.95
percent cost-of-living adjustment and (2) $32.5 million to expand existing,
or establish new, programs (described below). Consistent with the re-
quirements of SB 813 (Ch 498/83), the administration proposes to contin-
ve funding all special education transportation, including travel other
than to home or to school, exclusively in the home-to-school transportation
item (Item 6100-111-001).

a. Master Plan for Special Education (item 6100-161-001)

Students in California’s K-12 public schools receive special education
and related services through tEe 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.

School districts and county offices of education receive state reimburse-
ment for costs incurred in their special education programs, based on (1)
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the current level of services provided, (2) costs incurred in 1979-80, ad-
justed for inflation, (3) local general fund contributions to the program,

" (4) federal funds, and (5) local property taxes. Regional services are fund-
ed at a uniform reimbursement rate per pupil served.

Students Served. Currently, MPSE programs serve approximately .-

363 ,000 students with learning and/or physical disabilities, through one of
four instructional settings:

o Designated Instruction and Services (DIS)—an instructional settin,
that provides special services such as speech therapy, guidance, §
counseling to students in conjunction with their regular or special

- education classes.

¢ Resource Specmlzst Program (RSP)—a program to provide instruc-
tion and services to pupils who are assigned to regular classroom
teachers for the majority of the school day.

e 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.

o Nonpublic Schools (NPS)—schools serving special education stu-
dents whose needs cannot be met in public school settings.

. Table 21 displays the distribution of special education students, by gen-
eral dlsab1hty and instructional setting, as of December 1, 1983.

Table 21

K-12 Education
Special Education Enroliment
December 1, 1983

Disability
Communi-
Placement cation Learning  Physical  Severe Totals
Designated Instruction and Service :

(DIS) 85,533 7512 14,076 1,299 108,420
Resource Specialist Program (RSP) ...... - 1,032 135,054 858 1,012 137,956
Special Day Class (SDC) 9924 58,426 7,702 36,667 112,719
Nonpublic Schools (NPS) ........................ . 187 713 132 2,370 3402

Totals , ~ 96,676 201,705 22,768 41,348 362,497

Additional Funding Proposed for Special Education
The Governor proposes $33 million to establish new, or expand ex1st1ng,
special education programs in 1985-86. Of this amount, $32.5 million is
funded in the budget for special education. The remaining $500,000, which
would be used to develop a curriculum on the prevention of developmen—
tal disabilities and birth gefects is funded separately in Item 6100-183-001.
(The Governor’s Budget also includes $21.7 million to elumnate a current-
year deficit in special education transportation.)
The proposed augmentations included in the special educatnon budget
consist of the following:
¢ $10 million for program growth;
o $5.5 million to increase the number of instructional aides in classes for
the severely handicap
o $5 million in addition Il) fundmg for infant programs;
o $5 million for the purchase of specialized equipment for students with
low-incidence disabilities;
e $3.5 million to match federal vocational education funds; and

. 36—79437
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o $3.5 million for county offices of education that extend the length of
the school day or year in special day classes.

Our review of the first two Froposals—increases of $10 million for pro-
gram growth and $5.5 million for additional instructional aides—indicates
that they are reasonable and, accordingly, we recommend that these
amounts be approved.

With respect to the remaining four proposals, we either: (1) do not have
sufficient information on which to base a recommendation at this time or
(2) recommend that the amounts proposed be reduced or eliminated. Our
analysis of these four proposals follows.

Plan Needed for Allocation of Infant Program Funds

We withhold recommendation on a proposed General Fund augmenta-
tion of $5 million for special education infant programs, pending receipt
of 4 plan from the Department of Education specifying how the augmen-
tation will be allocated.

The state currently spends $2.1 million to serve approximately 2,200
handicapped infants, age two and under, in 63 home-lg)ased and center-
based programs. Infant programs which are operated by school districts
or county offices of education are not available statewide. Parents of hand-
icapped infants living in areas without infant programs usually are re-
ferred to another LEA or to a regional center operated by the Department
of Developmental Services.

Current law requires local education agencies that operated a program
in 1980-81 to continue operating their program unless the program is
transferred to another 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, estab-
lish a program at its own discretion.

The Governor’s Budget proposes-a $5 million General Fund augmenta-
tion for infant programs. Tﬁe budget, however, does not specify how these
funds would be allocated. Instead of providing for the allocation of these
funds through the budget, thereby giving the Legislature a say in how the
money is used, the administration proposes to leave the allocation up to
the Superintendent of Public Instruction.

Without an expenditure plan, the Legislature has no way of knowin,
how this money will be usec?, or whether its priorities would be achieved.
Without such a plan, we do not see how the department will be able to
identify in a eonsistent manner those districts and county offices of educa-
tion that have the greatest need for these funds, or, in fact, what consti-
tutes need in the program. : .

We therefore withhold recommendation on this program, pending re-
ceipt of a plan from the Department of Education specifying how the
infant program expansion funds will be allocated.

Plan Needed for Aliécciion of Low-Incidence Equipment Funds

We withhold recommendation on $5 million requested from the Gen-
eral Fund to finance the purchase of specialized equipment for students
with low-incidence disabilities, pending receipt of a plan from the Depart-
ment of Edueation specifying how these funds will be allocated.

In order to provide a severely handicapped student a “free and appro-
priate public education,” as required by federal law, local education agen-
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cies often must purchase specialized eguigment adapted to the student’s
disability. Such equipment may include braille typewriters and electric
wheelchairs. "The state currently does not provide funds specifically for the
purchase of suich equipment; instead, LEAs purchase this equipment using
either local revenues or funds provided for their special education pro-
grams.

The Govermnor’s Budget requests a General Fund augmentation of $5
million to finance the purchase of equipment for students with “low-
incidence disabilities.” (Current law defines a low-incidence disability as
a severe hearing, vision, or orthopedic impairment.) The budget, howev-
er, does not specify how these funds are to be allocated, and the Depart-
ment of Eduecation has not developed an expenditure plan for their use.

Without an expenditure plan, the Legislature has no way of determining
whether the proposed use of these funds is justified. Accordingly, we _
recommend tEat the Department of Education prepare an expenditure
plan for these funds prior to budget hearings, specifying how these equip-
ment funds will be allocated. :

This plan also should ensure that equipment purchased with the re-
quested funds is reassigned to another local educational agency, once the
agency that ori%inally received the equipment no longer needs it. (The
department’s Clearinghouse Depository for Handicapped Students peri-
odically inventories and reassigns various materials and equipment pur-
chased for the visually impaired; a similar process could be followed with
regard to the low-incidence disability equipment.)

We withhold recommendation on this proposal, pending receipt of a
plan from the Department of Education specifying how the low-incidence
equipment funds will be used.

Vocational Education Matching Funds Unnecessary

We recommend that the $3.5 million requested from the General Fund
for use in matching federal vocational education funds be deleted, because
there is no need for the state to replace the local money now being used
for this purpose. (Reduce Item 6100-161-001 by $3,500,000.)

Under the federal Vocational Education Act of 1976, school districts may
receive federal funds for vocational education of special education stu-
dents on a dollar-for-dollar matching basis. Each district is allocated a
specific entitlement to federal matching funds, using a formula specified
in federal law. During the current year, California school districts will be
eligible to receive up to $3.2 million in federal funds under this provision.

The Governor’s Budget requests $3.5 million from the General Fund to
be used as the “local match” for these federal vocational education funds.
Under the Governor’s proposal, this amount, plus the $3.5 million in fed-
erftlll funds, would be distributed to school districts using the federal for-
mula. . -

Our analysis indicates that the Governor’s proposal should not be ap-
proved, for three reasons: v

First, it is not clear that there is a need for the state to provide matching
funds for these local programs. In 1982-83, school districts matched 90
percent of the $3.15 million in federal funds which were available. Since
then, funding for K-12 education has increased by $4.5 billion, giving
districts an even greater capacity to match federal funds. -

Second, elimination of the local match would weaken school districts’
incentive to develop and operate vocational education programs that are
cost-effective. With no financial stake of their own in these programs, the
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districts would have less reason to be concerned with program costs.
Consequently, the state would have to rely on the State Department of
Education to ensure that funds are being used effectively, resulting in
additional administrative costs.

Third, there is no rantee that a significant portion of the funding
increase would even be used for special education. Since the state woul
be taking over costs that the districts are now funding, the districts that
would otherwise have provided matching funds from local general fund
revenues, would be free to divert their money to other district purposes.
(If the local matching funds had originally been provided for special
education, these funds would still have to be used for that purpose.)

For these reasons, we recommend that the Governor’s proposal be
rejected, and that the $3.5 million requested for this purpose be deleted.
Consistent with this recommendation, we further recommend that the
Legislature delete Budget Bill language in provision 11 of Item 6100-161-
001.

Funding for County Offices’ Longer School Day and Year

We recommend that $1,750,000 of the $3,500,000 requested from the
General Fund for lengthening the school day and year of county offices’
special education programs be deleted, because there is no reason why
incentive funding should be provided to these programs at a rate which
is twice that provided to school districts’ special education programs. (Re-
duce Item 6100-161-001 by $1,750,000.) S

The financial incentives provided by SB 813 have led most school dis-
tricts to increase the amount of instructional time offered in both their
regular and special education programs. Under the longer school day
Frogram, school districts that meet fipecified instructional time target
evels will receive $40 per ADA in grades K-8 and $80 per ADA in grades
9-12 during 1985-86. Under the longer school year program, school dis-
tricts offering at least 180 days of instruction wﬁi receive $35 per ADA in
1985-86. (Both of these programs are described more fully erewhere in
this analysis.) :

Senate Bill 813 excluded county offices of education from participation
in the longer school day and year programs. Some county offices;, however,
have had no practical alternative but to extend the length of the school
day and year for their special education programs which meet in district-
operated schools. Students in such classes often depend on the district for
their transportation. Furthermore, federal law requires that these stu-
dents be offered the same amount of instruction as their peers. For these
reasons, when school districts extend the length of the regular school day
or year, county offices often must make corresponding extensions in their
special education classes. In such cases, the county offices incur greater
costs, but receive no additional funding from the state.

The Governor’s Budget proposes that $3.5 million be appropriated for
distribution to county offices with pupils enrolled in special day classes as
incentive funds for a longer school day/year. The administration has
proposed Budget Bill language which would provide incentive funds of
$80 per ADA in grades K-8 and $160 per ADA in grades 9-12 to county
offices meeting specified target levels of instructional time in these special
education classes. In addition, the budget proposes to provide incentive
funds of $70 per ADA to county offices which offer at least 180 days of
instruction in their special day classes. :

The Governor’s proposed funding rates are thus twice the rates offered
to school districts.
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It is appropriate to provide county offices of education with incentive
funds for increasing the amount of instructional time offered in their
special education classes. We know of no reason, however, why such fund-
ing should be provided at a rate that is twice the rate received by school
district special day classes. In addition, it is likely that if the Governor’s
proposal is adopted, school districts will insist on receiving the higher
reimbursement rate for their special day classes. This would require an
additional General Fund augmentation of $12.6 million in 1985-86.

For these reasons, we recommend that the Legislature limit incentive
funding for county offices participating in the longer school day and year
programs to the same rates offered to local districts. Consistent with this
recommendation, we recommend that the Legislature (1) reduce the
amount budgeted for these incentives from $3.5 million to $1,750,000, for
a General Fund savings of $1,750,000, and (2) make conforming amend-
ments in Provisions 6, 7, and 8 of Item 6100-161-001.

Implementation of Awareness Program Delayed

We withhold recommendation on $200,000 requested from the General
Fund for the Awareness Program, pending receipt of information from the
Department of Education regarding the anticipated funding requirements
of the program in the budget year.

Chapter 1677 of the Statutes of 1984, requires the Superintendent of
Public Instruction to establish a pilot program in up to six elementar
school districts, in order to increase the awareness among nonhand-
icapped students of the problems encountered by individuals with excep-
tional needs. '

The measure (1) provides that, of the amount appropriated for special
education local assistance in the 1984 Budget Act, up to $200,000 may be
used for the Awareness Program in 1984-85 and (2) declares legislative
intent that funding for the program in 1985-86 and 1986-87 be provided
in the Budget Act.

The Governor’s Budget proposes that $200,000 be provided for the
Awareness Program in 1985-86.

At the time this analysis was written, the Deg.artment of Education was
still in the process of soliciting applications from local school districts.
Consequently, none of the $200,000 authorized in the current year for the
Awareness Program had been distributed. The department has indicated
that if the full $200,000 is not used in the current year, the balance will be
used for special education local assistance.

Because no funds have been allocated for this program in the current
year, we are unable to determine what level of funding will be required
for. the Awareness Program in the budget year. At present, we do not
know the number of districts that will participate in the program during
1985-86, nor do we know the level of funding that will be needed for each
local program.

We therefore withhold recommendation on this request, pending re-
ceipt of information from the Department of Education regarding the
anticipated funding needs of the Awareness Program in the budget year.

b. Federal Public Law 94-142—Special Education (ltem 6100-l6i-890)

We recommend approval.

The Education for All Handicapped Children Act (PL 94-142), enacted
in 1975, established and funded the right of all pupils to a “free and
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appropriate public education,” and required that all handicapped in-
dividuals aged 3 to 21 years be served by September 1980. ,

The budget estimates that California’s PL 94-142 award for 1985-86 will
be $97.9 mﬁlion, or $5 million more than the amount received in 1984-85.
Of this amount, the budget proposes to allocate $79.6 million for local
assistance, $12.0 million for state g.iscretionary programs, and $6.3 million
for state administration.

Under the provisions of Ch 797/80 (SB 1870), all federal PL, 94-142 funds
disbursed as local assistance are used as an offset against state special
education funds. Federal funds received by districts through the state
discretionary programs, however, do not offset state costs. Consequently,
any reduction in the $79.6 million budgeted for local assistance would
result in a special education funding deficit for 1985-86, even if the reduc-
tion were made in order to increase the amount available for discretionary
programs. ;

The budget also anticipates federal grants of (1) $2.4 million for the
Pre-School Incentive Grant program, (2) $240,000 for the Southwest Re-
gional Deaf-Blind Center, and (3) $657,000 for Handicapped Personnel
Preparation Grants. ' ,

Increased Funding for State Discretionary Programs. State discre-
tionary programs provide either (1) direct services to handicapped stu-
dents through state- and locally-administered programs, or (2) support
services to special education staff and administrators.

» Direct services 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 stu-
dents from different linguistic and cultural backgrounds.

e Support services include state personnel development programs; the
Special Education Resource Network; local inservice training programs;
and programs—such as investigations, mediation, and due process hear-
ings—to ensure compliance with federal and state laws.

The budget proposes that $12.0 million be made available for direct or
indirect expenditures by the State Department of Education for state
discretionary rograms. This is an increase of $890,000 over estimated
expenditures for discretionary programs in 1984-85. The budget further
proposes that $1.6 million of the funds proposed for discretionary pro-
grams be used to fund program growth associated with students in li-
censed children’s institutions.

Contingency Plan for Unanticipated PL 94-142 Funds. The budget
estimates that the state will receive a total of $97,860,000 under the federal
PL 94-142 program in 1985-86. The exact amount of California’s award,
however, will not be known until July 1985. Should the amount of funds
received exceed the amount anticipated, the budget proposes that up to
5 percent of the excess funds be allocated to state operations, and that the
remainder be used to fund local entitlements.

Our review indicates that the proposed allocation of PL 94-142 funds is
reasox:i:tble and, accordingly, we recommend that the request be ap-
proved.
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c. State Special Schools (Item 6100-006-001)

The state operates six special schools for handicapped children. These
schools offer goth residential and nonresidential programs for students
who are deaf, blind, neurologically handicapped, and multihandicapped.
Only those students who cannot receive an appropriate education in t%eir
district of residence are eligible for admission to a special school. In 1985~
86, these schools will serve approximately 955 students who are deaf and
115 students who are blind. In addition, approximately 472 students with
neurological handicaps will receive diagnostic assessment services.
Table 22 displays the enrollment and cost per student in the six special
schools for the prior, current, and budget years. ‘
" As shown in Table 20, the budget proposes $39,576,000 for the state
special schools in 1985-86. This is a net decrease of $133,000, or 0.3 percent,
below the current-year funding level. Of the amount, $78,000 reflects a
decrease for state administration contained in the state operations budget
(Item'6100-001-001) . The remaining $55,000 decrease reflects: (1) a reduc-
tion of $800,000 to eliminate one-time funding provided in 1984-85 for
seismic tests at the state special schools in Fremont; (2) an increase of
$115,000 in employee benefit costs; (3) an increase of $77,000 to partially
fund merit salary adjustments; (4) an increase of $61,000 to partially offset
the effects of inflation on the amounts budgeted for operating expenses
and equipment; and (5) an increase of $3,000 in expenditures resulting
from collective bargaining.

Table 22
K-12 Education
Enrollment and Cost per Student in Special Schools
1983-84 through 1985-86

Students Served Cost Per Student
Actual FEstimated Proposed Actual ~ Fstimated Proposed
1983-84 1984-85 1985-86 1983-84  1984-85  1985-86

School for the Blind, Fremont:

Blind 6 6 6 $25,500 $28,500 $27,000

Multihandicapped blind ............ 101 104 109 33446 3758 35431
School for the Deaf, Fremont:

Deaf 485 463 463 18,590 21,518 21,931

Multihandicapped deaf ............ccces 61 62 62 26,656 30,855 31,452
School for the Deaf, Riverside:

Deaf 342 340 320 21,249 25,047 26,366

Multihandicapped deaf .......cocconee 120 110 110 27,092 31,936 33,618

Diagnostic School, San Francisco: _ _
Short-term assessment .. 125 150 150 2,352 2,340 2,373
Long-term assessment .. . 37 43 48 32,757 32,698 29,833
Follow-up serviee ... 190 200 210 274 - 315 305

Diagnostic School, Fresno:
Short-term assessment

137 162 162 2,818 2710 2,802

Long-term assessment .. . 39 42 48 33,333 34,571 31,521
Follow-up SErvice .......iomerrermrnserens . 248 240 240 395 463 479
Diagnostic School, Los Angeles: :
Short-term assessment .........ovueccnner 146 160 160 2,856 2,769 2,831
Long-term assessment .. . 51 52 52 27,647 28,385 29,038
Follow-up serviee 72 76 78 667 691 709
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Technical Issue: Funding for Sp@ciql Schools Overbudgeted

We recommend that the amount requested from the General Fund for
operation of the special schools be reduced by $247,000 because the
amount budgeted exceeds the schools’ anticipated funding needs. (Re-
duce Itemn 6100-006-001 by $247,000.)

Our analysis indicates that the amount proposed for the state special
schools is overbudgeted by $247,000. This net amount reflects: (1) a techni-
cal error which resulted in the Governor’s Budget proposing $489,000
more than will be needed for the schools’ operations in 1985-86-and (2)
a $242,000 under funding of the amount necessary to provide full funding
for merit salary increases ($63,000) and inflation adjustments for operating
expenses and equipment ($179,000). . :

In order to reflect accurately the funding needs of the state special
schools in 1985-86, therefore, we recommend that the budget request be
reduced by $247,000. C

d. Special Schools Trcnspdﬂcti{m (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 schools’ 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 $544,000 be made available to the state special
schools for the purpose of providing transportation services to residential
students in 1985-86. This amount is $40,000 above the current-year funding
level. The increase is intended to offset the effects of inflation on the
amount budgeted for operating expenses and equipment. The budget
proposal does not incluge full funding for these inflation adjustments.
Presumably, the other $4,000 in inflation costs will be financed by divert-
ing funds budgeted for other purposes.

Our review indicates that the budget request is reasonable and, accord-
ingly, we recommend that it be approved.

4. Vocational Education Programs =

Table 23 summarizes funding in the prior, current, and budget years for
all vocational education programs, incﬁding Regional Occupational Cen-
ters and Programs. As the table shows, the budget proposes a total expend-
iture of $285.7 million for state operations and local assistance in vocational
education programs during 1985-86. Funding for these programs is dis-
cussed in greater detail be%ow. ‘

a. Regional Occupaiiénul Centers and Programs (ROC/Ps) '
(ltem 6100-102-001)

R(;fional 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 1983-84, these programs enrolled 91,756 pupils in average daily
%Segdance (ADA), consisting of 61,399 high school ADA and 30,357 adult
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" Table 23
K-12 Education
Fundmg for Vocational Education Programs
1983-84 through 1985-86
{dollars in thousands)
. Change
Actual Estimated  Proposed 1984-85 to 1985-86
1983-84 1984-85 1985-86 Amount - Percent

State Operations

General Fund .....eciecnciiionnns $3,173 $2,151 $2,127 —$24 =~11%
Federal funds® . 4816 5314 5478 164 3.1
. Reimbursements " 1739 . L797 1,898 101 5.6
.. Special Deposit Fund .......cocvuue .. 2 145 — ~145-. —1000
- Subtotals - -$9,754 $9,407 $9,503 - $96 1.0%
Local Assistance
Regional Occupational e
Centers/Programs: ' _ ,
General Fund ......oooeeevensionssennenes $167,910°  $177,597 $195,205 $17,608 9.9%
Other programs:
General Fund .....ccooneeuseivesssnnnsions 3 063 3,820 4,100 280 7.3
Federal funds * . . 62,993 58020 63215 5195 - 9.0
Reimbursements °...........cueeesins 7,541 13,675 13,675 —_ —
Subtotals ... $241,507 $253,112 - $276,195 $23,083 9.1%
Totals $251,261° - $262,519 $285,698 $23,179 88%

Positions , 1012 - 96.5 965 - —

#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.

¢ Includes $5.6 million appropnated by Ch 1073/84

Courses offered by ROC/Ps cover a wide range of job-related training.
Training is conducted in facilities on high school sites, centers, or business
sites. High school li)lﬂs dre prov1ded transportatlon between thelr school
and the ROC/P fp

The budget proposes an appropnatlon of $195 million for ROC/Ps in
1985-86—an increase of $18 million, or 9.9 percent, over estimated cur-
rent-year expenditures. This increase consists of (1) $4.5 million to fund
enrollment growth of 2.5 _percent, (2) $5.6 million to fully fund the base
entitlement for ROC/Ps in 1985-86, and (3) $7.5 million to fund a 4 per-
cent cost-of-living adjustment.

We estimacte that each 1 percent increase in enrollment growth beyond
2.5 percent would increase expendltures by approxunate $1.8 million

Current-Year Deficiency Nol Funded

We recommend that the Legislature direct the Department of Finance
and the Dep artment of Education to identify the consequences of failing’
to fund a $5.6 million deﬁ'clency in the funding of Regmnal Occupatmnal
Centers and Programs in the current year.

Before he signed the 1983 Budget Act, the Governor vetoed $12.6 mil-
lion approprlated for ROC/Ps in order to eliminate funding for 9th and
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10th grade puﬁﬂs. As it turned out, only $7 million would have been spent
on 9th and 10th grade pupils in 1983-84. Thus, the amount vetoed was $5.6
million more than what should have been vetoed to accomplish the Gover-
nor’s intent. Assembly Bill 3333 (Ch 1073/84) appropriated $5.6 million to
make up for the shortfall in funding for 11th and 12th grade pupils in
1983-84. The 1984 Budget Act, however, carried over the same shortfall
into 1984-85. ,

. The Govermnor’s Budget for 1985-86 proposes to fully fund the $5.6 mil-
lion deficiency in funding for 11th and 12th grade pupils, but the adminis-
tration has not requested funding to eliminate the current-year deficit. We
recommend that the Legislature direct the Department of Finance and
the D?artment of Eduecation to comment on the consequences of failing
to fund the deficiency in the current-year budget. _

b. Vocationai Education Student Organizations (ltem 6100-1 18-001)
. We recommend approval.

There are five vocational education student organizations in California.
The Governor proposes $500,000 to continue the current-year level of
support for these organizations in the budget year.

e 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, training for stu-
dents who intend to become vocational education teachers, and the deve-
lopment of instructional materials and handbooks.

ecause the budget proposes to continue the legislatively-authorized
level of funding for this program, we recommend approval of the amount
requested.

¢. Peninsula Academies Model Program (ltem 6100-166-001)
We recommend approval. ,

The Peninsula Academies Model program is an industry-school partner-

ship that offers training in electronics and computer technology to educa-
tionally disadvantaged high school students. The program was first
implemented in the fall of 1981 by the Stanford Mid-Peninsula Urban
Coalition and the Sequoia Union High School District (SUHSD) in San
Mateo county. In the current year, SUHSD will conduct the program at
two high school sites, enrolling a total of 184 students in grades 10 through
12. ' :
Initial funding for the program came from private foundation grants
and general purpose education revenues available to the SUHSD. The
foundation grants provided funding through June 1984. In the current
year, the program will, for the first time, receive direct General Fund
support in the amount of $70,000, through provisions of Ch 1568/84. -

Chapter 1568 also (1) expanded the program and authorizes the crea-
tion of not more than ten new academies to be selected by the Superin-
terident of Public Instruction, (2) appropriated $250,000 in 1984-85 to fund
planning and curriculum development grants, (3) requires the superin-
tendent to ,fprovide alzporﬁonments of $50,000 per academy (a total appro-
priation of $600,000 for 12 academies) in 19 6-and 1986-87, and (4)
specifies that all grants must be matched by cash or in-kind contributions
by each district and participating companies (or a combination of business
and community-based organizations).
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The budget includes $600,000 from the General Fund to fully fund this
program in the budget year, as specified by the legislation. Our review
indicates that the program is being implemented in a timely fashion dur-
* ing the current year, and should begin operations at the beginning of the

budget year. Because the budget proposes the legislatively-autlgnorized
level of funding for this program, we recommend approval of the amount
requested. '

d. Agricultural Vocational Education Incentive Program (liem 6i00-167-001)

Senate Bill 813 (Ch 498/83) created the Agricultural Vocational Educa-
tion Incentive program to improve the (ﬂl;lla ity of approved agricultural
. vocational education programs. Under this program, local educational
agencies (LLEAs) operating agricultural vocational education programs
may receive incentive grants, on a dollar-for-dollar matching basis, for the
purpose of purchasing or leasing equipment (defined as nonsalary items).
The Superintendent of Public Instruction may waive the matching re-
quirement if it would create a financial hardship for the district.

The grant program received approximately $3 million in both 198384
and 1984-85. In 1983-84, 268—or 84 percent—of the 318 LEAs offering
agricultural vocational education programs applied for and received in-
centive grants. In 1984-83, 288 LEAs—or 91 percent—have applied for and
will receive local grants. The budget proposes $3 million for the program
in 1985-86, which maintains the level of support provided in both 1983-84
and the current year.

Evaluation Report Warranted

We recommend that the Legislature adopt supplemental report lan-
guage directing the Department of Education to report to the Legislature
on or before November 1, 1985, on the effectiveness of the agricultural
-vocational education incentive program, and documenting the continued
need for the program.

Given the emphasis of the Agricultural Vocational Education Incentive
Program on subsidizing purchases which are primarily “one-time” in na-
ture, it is not clear the extent to which funding for this program needs to
be provided on an ongoing basis. As agricultural vocational education
programs acquire the equipment they need, funding requirements should
decrease to reflect just the ongoing costs of maintenance and replace-
ment.

In its 1983-84 evaluation report of the grant program, the Department
of Education found that the incentive grant funds had a positive impact
on programs, as measured by increased compliance with various program
standards. Even so, our analysis indicates that 50 percent of the participat-
ing LEAs still do not meet the program standards for facilities, equipment,
and supplies. Thus, state support for the program appears to be warranted
at least for the immediate future. ‘

So that the Legislature can determine the program’s ongoing funding
requirements, we recommend that the Legislature adopt the following
supplemental report language: ©

“The State Department of Education shall report to the Joint Legisla-

tive Bud get Committee and the fiscal committees by November 1, 1985,

on the effectiveness of the Agricultural Vocational Education Incentive

program: in 1984-85, and document the continued need for the program.

This report shall include an estimate of (1) the amount of additional

funding needed on a one-time only basis in order to provide agricultural
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vocational education programs an appropriate inventory of equipment,
and (2) the amount of funding needed on an ongoing basis in order to
maintain and replace this inventory, once it has been established.”

e. School-Based Programs (ltem 6100-166-890)
We recommend approval,

Under federal vocational education legislation, local educational agen-
cies receive support for their school-based vocational education programs
which are provided through the regular secondary school curriculum.

In the budget year, funds will be received under the new federal Voca-
tional Education Act of 1984, Public Law 98-524. The budget proposes
$63.2 million from the Federal Trust Fund for local assistance support in
1985-86—an increase of $5.2 million, or 9 percent, over estimated expendi-
tures in the current year.

The new federal act makes major changes in federal policy with regard
to vocational education. The new act shifts the responsibility for basic
vocational education to the state.

Under the previous vocational eduecation acts, basic grant funds could
be used to improve, expand and maintain existing programs. Under the
new act, 43 percent Z)‘F the basic grant funding will support only the
expansion or improvement of programs, and 57% will support programs
for target populations with special needs. The target populations include
the handicapped, the disadvantaﬁed, adults who are in need of training
and retraining, single parents or homemakers, men and women who are
entering nontraditional occuﬁations, individuals with limited English
proficiency, and individuals who are incarcerated in correctional institu-
tions.

The Department of Education is in the process of implementing the
new act, which will take effect on July 1, 1985. It is not clear how the new
act will affect the local educational agencies. It is likely, however, that
many districts will be ineligible for funds under the new act and will
therefore have to find new sources of revenue to support their programs.
We will monitor the implementation of this new act and report to the
Legislature as appropriate.

f. Federal Job Training Partnership Act
(ltem 6100-166-001—reimbursements)

The SDE budget includes $13.3 million in reimbursements from the
Employement Development Department (EDD) in 1985-86. These reim-
bursements, which are from the federal Job Training Partnership Act,
support training for economically disadvantaged youth and adults. (For
our analysis of and recommendation on this item, please see our analysis
of the proposed budget for EDD.)

5. Compensatory Education Progrunis

This section analyzes state- and federally-funded programs which pro-
vide compensatory education services. These programs assist students
who are educationally disadvantaged due to poverty, language barriers, or
cultural differences, or who experience learning difficulties in specific
subject areas. Compensatory e)gt)lcation programs include federal ECIA

" Chapter 1, Economic Impact Aid, federal refugee and immigant educa-
tion programs, Indian education, and the Miller-Unruh Reading Program.
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Table 24 displays local assistance expenditures from the General Fund
and federal funds for these programs in the prior, current, and budget
years. The budget proposes total state expenditures of $215.1 million for
compensatory education local assistance during 1985-86—an increase of
$8.3 million, or 4.0 percent, over estimated expenditures during the cur-
rent year. In addition, the budget proposes $402.6 million in expenditures
from federal funds for compensatory education local assistance—approxi-
mately the same amount tﬁat is available in the current year.

Table 24

K-12 Education
Funding for Compensatory Education Programs
Local Assistance
1983-84 through 1985-86
{dollars in thousands)

Change
Actual Estimated Proposed 1984-85 to 1985-86
1983-84 1984-85 1985-86 Amount  Percent

General Fund:
Economic Impact Aid*....cco.ooccouuuee $180,791 $187,502 $195,002 $7,500 4.0%
Miller-Unruh Reading Program .. 17,153 18,166 - 18,893 7271 40
Indian Education ... 1,132 1,166 1213 47 40
" Subtotals .........omreerinesiessersrrenns $199,076 $206,834 $215,108 $8,274 40%
Federal Funds:
ECIA Chapter 1 ....ioisccsmmannes $361,931 $397,210 $397,066 ~$144 0.0%
Refugee and Immigrant’ Pro-
grams . 5,086 5,565 5,565 —_ =
Subtotals .........ccmrrmmreseessensneonnes $367,017 $402,775 $402,631 —$144 _0.0%
Totals - $566,003 $609,609 $617,739 $8,130 1.3%

2 In addition to the amounts indicated in the table, the budget proposes to reappropriate $1.25 million
(which was initially appropriated in 1983-84 and 1984-85) for one-time costs during the budget year
associated with a federal audit of ECIA Chapter 1 compensatory education programs.

a. 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 provides s?ipport for compensatory education services
to educationally disadvantaged students. Both the federal ECIA Chapter
1 and the state Economic Impact Aid (EIA) programs fund a variety of
supplemental educational services for children who have difficulty mas-
tering basic skills and who attend ta_l;feted schools. In addition, a portion
of ECIA Chapter 1 funds is designated specifically for educational services
to children of migrant workers.

Table 25 displays federal funding for Chapter 1 in the prior, current, and
budget years. The budget proposes total expenditures of $397 million for
Chapter 1 local assistance in 1985-86. Of this amount, $323.4 million will
be allocated to school districts for compensatory education programs, and
$73.7 million: is proposed for migrant eé)ucation programs. ’I'Ee budget also
proposes (in Item 6100-001-890) to allocate $3.8 million for the administra-
tion of all Chapter 1 programs and $1.2 million for administration of the
migrant education program.

Our review indicates that the programs supported by ECIA Chapter 1
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‘funds are serving their intended purpose, and accordingly, we recom-
mend approval of the amount as budgeted. ;

Table 25
" K-12 Education
Federal ECIA Chapter 1 Expenditures
1983-84 through 1985-86
(doliars in thousands)
Change
Actual Estimated Proposed 1984-85 to 1985-86
1983-84 1984-85 1985-86 Amount  Percent
State Operations

Chapter 1 administration .......... $2,979 $3,678 $3,813 $135 37%

Migrant Education program ®.. 1,016 1,167 1,202 35 3.0
Subtotals ........cc.ommmimenssssmnnne $3,995 $4,845 $5,015 $170 35%

Local Assistance

Chapter 1°............. . $292753 $323415 $323,415 — -

Migrant Educati " 69,178 73,795 73,651 —§144 —02%
Subtotals ........c.comrineriennneens $361,931 $397,210 $397,066 —8144 0.0%
Totals $365,926 $402,055 $402,081 $26 0.0%

2The SDE Migrant Education Unit is supported by both Chapter 1 administrative funds and Migrant
Education program funds. Total proposed allocation for migrant education state operations in 1985-86
is $1,953,000. .

b Excluding migrant education.

Migrant Education. The migrant education program was estab-
lished in 1965 to provide supplementary educationall) and health services
to children of migrant and formerly migrant workers in agriculture, fish-
ing, and agriculture-related seasonal employment. In the current year, the
State Department of Education (SDE) will distribute migrant education
funds primarily through 13 regional offices which are operated through
certain county offices of education. The regional offices provide funds
and/or services to school districts which enroll migrant students. In addi-
tion, five schoel districts, at their request, operate their migrant education
Frograms independent of a regional office, and receive their funds direct-
y from the SDE.

Typically, regional offices and school districts use migrant education
funds to employ additional teachers and aides to work directly with mi-
grant pupils during the school year and to provide special summer school
programs. Regional offices also supply a variety of educationally-related
services, such as counseling, health care, and college preparatory pro-
grams. Further, the regions and districts use the Migrant Student Record
Transfer System (MSRTS) to assure that migrant students’ files follow
them wherever they move within the United States.

The SDE indicates that 137,000 pupils will be served by the migrant
education program in 1984-85. In addition, an estimated 43,000 migrant
students in the state are not receiving migrant education services during
the current year because (1} they have not been identified as eligible

“migrant students or (2) their local school districts, such as the Los Angeles
Unified School District, have declined to participate in the migrant educa-
tion program. '
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Mini-Corps Staffing Report. The statewide Mini-Corps Program op-

erates a nine-rmonth school year program and a summer school program.
During the current fiscal year, estimated expenditures for the Mini-Corps
programs total $3.0 million, including $1.6 million for the school year
program and #1.4 million for the summer program.
" Both prOﬁrams seek to: (1) provide services to migrant education pupils
by using college students as teacher aides in migrant education classrooms
and (2) increase the number of bi]inﬁual professionals available to serve
migrant children by encouraging college students to become teachers.
During the fall 1984 semester, 302 college students enrolled in 16 institu-
tions of higher education were serving as Mini-Corps aides.

Campus coordinators are located at each of the 16 community colleges
and state universities that have Mini-Corps programs during the school
year. The campus coordinators report to the Mini-Corps Director and
Associate Director. Each campus coordinator is allocated a half time cleri-
cal position and funds for travel and office expenses. Campus coordinators
are responsible for (1) recruitment of college students to serve as Mini-
Corps aides, (2) training, supervision, and evaluation of aides, and (3)
completion of paperwork associated with the Mini-Corps program.

In our Analysis of the 1983-84 Budget Bill, we recommended that Mini-
Corps campus coordinators be reduced to half-time positions because: (1)
each coordinator was responsible for an-average of 16, and as few as §,
Mini-Corps aides and (2) adequate training and supervision of aides could
be accomplished by supervising classroom teachers and regional migrant
education program sta.fxf). In response to this recommendation, the Legisla-
ture adopted supplemental language directing the Department of Educa-
tion to “conduct a detailed, systematic review and evaluation of migrant
education Mini-Corps campus coordinators,” and to make recommenda-
tions regarding appropriate staffing levels for these positions. The depart-
ment was directed to report its findings to the legislative budget
committees by Decémber 1, 1984.

The department submitted its report to the Legislature on January 28,
1985. We have reviewed the report, and find that it fails to provide an
adequate basis upon which recommendations can be made regarding
appropriate staffing levels for campus coordinators. ,

The report indicates that:

. Carri<pus coordinators report that they work an average of 41 hours a
week.

e Campus coordinators spend, on average, 60 percent of their time
(approximately 24 hours a week) at school sites observing and confer-
ring with Mini-Corps aides. ‘

e Campus eoordinators hold an average of 12 meetings a week with
students, primarily for the purpose of academic and career-related
counseling. :

The report, however, does not include data regarding the number of
Mim'-CoEEs aides at each campus, or the number of aides which would
require the supervision of a full-time coordinator. The report also fails to
(1) indicate the level of training and supervision provided to Mini-Corps
aides by supervising teachers and regional migrant education staff and (2)
evaluate the need for, and effectiveness of, additional training and super-
vision provided by campus coordinators. Consequently, we have no ana-
lytical basis uapon which to make a recommendation regarding the
appropriate level of staffing for the Mini-Corps program. :
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b. Economic Impact Aid (ltem 6100-121-001)
- We recommend approval,

_The State Economic Impact Aid (EIA) program provides funds to local
school districts for (1) the state compensatory education program (EIA-
SCE) and (2) bilingual education programs for limited English-proficient
students (EIA-LEP). The EIA funds are allocated to schools with high
concentrations of children who are poor, educationally disadvantaged, or
limited English-proficient. Schools use these funds to rOVidi_ﬁR supple-
mental educational services, particularly in basic skills, to children who
have difficulty in reading, language development, or mathematics and (2)
bilingual education services to children who are classified as limited Eng-
lish-proficient.

‘The budget proposes to appropriate $195,002,000 from the General
Fund for EIA local assistance in 1985-86. This amount provides for a 4
percent cost-of-living adjustment increase. Our review indicates that this
program is serving its intended purpose, and accordingly, we recommend
that the proposed funding leve? be approved.

Bilingual Education

Current state law requires that limited-English proficient (LEP) pupils
be provided a basic bilingual education program consisting of (1) an
English language development component and (2) a primary language
component for instruction in basic skills until the LEP pupil makes a
transition to English. Current law also authorizes a limited number of
experimental ‘bilingual education programs.

tate funding for bilingual education programs is provided primarily
under Economic Im(i)act Aid. Additional funding for services to LEP
pupils may be provided as part of other state-funded programs such as
Demonstration Programs in Reading and Mathematics and Special Educa-
tion, as well as a number of federally-funded programs, including ECIA
Chapter I, Migrant Education, the Transition Program for Refugee Chil-
dren, and the recently established Emergency Immigrant Education As-
sistance Program. ' '

Because of the multiplicity of programs and funding sources for bilin-
gual education, California’s total expenditures for bilingual education can-
not be determined. :

Annual Census of LEP Pupils. Current state law requires that all
school districts conduct an annual census to determine the home language
of each pupil enrolled in the district, and to assess the language skills of
those pupils whose primary language is other than English. Based on this
assessment, students are classified as limited English-proficient (LEP) or
fluent English-proficient (FEP). In the most recent language census,
which was conducted-in the spring of 1984, school districts identified
487,835 LEP students who are eligible to receive bilingual education serv-
ices, and an almost equal number—475,203—of FEP students who do not
require specialized educational services in their primary language.

As shown in Table 26, the total number of LEP students in California
increased by nearly 50 percent between 1980 and 1984. Of the total LEP
gopulation, 73 percent have Spanish as their primary language. The num-

er of LEP students whose primary language is not Spanish, however, has
nearly doubled in the past five years. The LEP students now constitute
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approximately 11 percent of all public school enrollment in the state.
Because nearly half of all LEP students are in grades K-3, these students
represent an even larger share of enrollment in the early grades. Nearly
one-fourth (22.5 percent) of the students who were in kindergarten in
1984 were classified as LEP. ; ‘

o : Table 26

Number of K-12
Limited English Proficient Pupils
1980 through 1984

Increase, 1984

. Over 1980 -
Language 1980 1981 1982 . 1983 - 1954 Number  Percent
Spanish .......cnrenzonnnr 257,083 285,567 322526 337,141 355,650 98,617 . 384%

Non-Spanish................ 68,715 91,227 108,923 120,401 132,185 63,470 924

Vietnamese ......... (14018)  (22826) (27733)  (29033)  (29535) (15517)  (1107)

Cantonese................ (10,174)  (14196)  (16,096)  (15870)  (18,139) (7,965) .- (78.3)

Korean (659) (7508)  (7980)  (8703)  (8993)  (2,394)  (363)

- Pilipino (6658)  (6752)  (8369)  (9624) (10941)  (4283)  (643)

All Others (31,266)  (39945) (48449) (5T.1T1)  (B4577)  (33311) - (1065)
TotalS..unecreecnennens 325,748 376,794 431449 457542 487835 162,087 49.8%

Sunset Review ‘

. Under current law, the statutes and regulations governing Economic
Impact Aid and bilingual education will cease to be operative on June 30,
1987. This sunset provision is intended to provide for a comprehensive
review of these, as well as other, state-funded categorical education pro-
grams. ’

To assist the Legislature in its review of the these programs, current law
requires the Department of Education (SDE) to submit a report to the
Legislature by September 15, 1985, regarding all of the programs sched-
uled to sunset in 1987. The law further requires the Legisll)ative Analyst to
submit findings, comments, and recommendations regarding the pro-
grams within 90 days after receiving this report. In addition, an advisory
committee of 12 members has been appointed to assist SDE and the
Legislature in reviewing EIA, bilingual education, and the other educa-
tion prograrms scheduled to sunset in 1987.

Our analysis indicates that most school districts use EIA funds to provide
supplementary educational services to eligible children, as intended by
the Legislature. Nevertheless, there are a number of issues regarding the
EIA programm that should be addressed by SDE and the sunset review
advisory committee as part of the comprehensive sunset review process.
Specifically, we believe that the review should develop answers to the
following questions in order to assist the Legislature in conducting its
review of the EIA program during 1986: : :

¢ Does the current system of allocating EIA funds to local school dis-
tricts appropriately reflect the distribution of poor, educationally
disadvanitaged, and limited English-proficient students?

o To what degree do EIA-funded services supplement, rather than sup-
plant, the basic educational program provided by schools?.

o How are services coordinated for children who are eligible to receive
assistanee from two or more categorical education programs?

+ To what degree has the state bilingual education program been im-
plemented in all schools?
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“-o What is the:effectiveness of EIA-supported services, and are there
some approaches which appear to be more effective than others?

¢. Refugee and Immigrant Programs (ltem 6100-176-890)

We withhold recommendation on $5,565,000 in federal funds requested
for refugee and immigrant programs, pending receipt of a budget proposal
which includes anticipated expenditures of federal funds for the Emer-
gency Immigrant Education Assistance Program.

The Department of Education administers two federally-funded pro-
grams which provide financial assistance to local school districts for educa-
tion services to refugee and immigrant children—(1) the Transition
Program for Refugee Children (TPRC) and (2) the Emergency Immi-
grant Education Assistance Program (EIEAP).

The budget proposes to appropriate $5,565,000 in federal funds for local
assistance expenditures under the Transition Program for Refugee Chil-
dren. In addition, the budget proposes to allocate $70,000 in federal funds
for state operations expenditures associated with this program. The Gov-
ernor’s Budget, however, identifies no expenditures E)r the Emergency
Immigrant Education Assistance Program in either the current or budget
years. ;

Transition Program for Refugee Children. The TPRC provides fed-
eral funds to school districts which have experienced heavy enrollments
of refugee students—primarily Indochinese, Cuban, and Haitian children.
- Table 27 displays funding for the TPRC in the prior, current, and budget
years. As the table indicates, the budget anticipates that TPRC funding
will be $5.6 million in 1985-86—approximately the same amount that is
available in the current year. ‘ :

Table 27
K-12 Education
Transition Program for Refugee Chiidren
Federal Funds
1983-84 through 1985-86
(dollars in thousands)

Change
Actual Estimated ~ Proposed 1984-85 to 1985-86
1983-84 1984 85 1985-86 Amount Percent
State Administration . $85 $58 $70 $12 20.7%
Local Assistance ........ 5,086 5,565 5,565 — —
Totals $5,173 $5,623 $5,635 $12 02%

School districts use their TPRC funds to provide a variety of educational
and educationally-related services including:

¢ bilingual education/English language development;

o community and school orientation; ’

e development of curriculum and materials;

o liaison activities 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 based on the number
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of eligible refugee students. Eligible students include refugee children in
grades K-6 who have been in this country no longer than two years, and
- those'in grades 7-12 who have been in this country for no more than three
years. As shown in Table 28, the number of students for which districts
receive TPRC funds has been declinin% sharply in recent years. This
decline is primarily attributable to the fact that most refugee children
~have now Been in this country for more than two or three years.

Table 28
‘K~12 Education
Transition Program for Refugee Children
Participation and Funding
1981-82 to 1984-85

School School  Eligible Refugee . Total Federal
Year Distriets Students Grant?
1981-82 creeen 231 55,506 $6,975,701
1982-83 261 46,019 7,662,445
1983-84 . 279 35,923 5,064,600
1984-85 . 257 29,601 5,096,420

2based on allocation for federal fiscal year.

Federal law authorizes SDE to use no more than one percent of the total
amount provided for the TPRC to fund state administrative costs associat-
ed with this program. Consequently, we estimate that the Department of
Education may legally spend no more than $56,000 for TPRC-related ad-
ministrative costs. The budget, however, proposes to allocate $70,000 in
federal funds for this purpose. Normally, we would recommend an adjust-
ment to the budget to rectify this problem. OQur review has disclosed so
many inaceuracies in the amount of state operations funding displayed in
the Govermnor’s Budget, however, that we are withholding recommenda-
tion on the budget request for state operations, pending receipt of an
accurate budget display.

Emergenncy Immigrant Education Assistance Program (EIEAP).
The EIEAP provides financial assistance to school districts in which at
least 500 students (or, alternatively, 5 percent of the district’s enrollment)
are immigrant children who have been attending schools in the United
States for less than three years. These federal funds may be used by local
school districts to meet the costs of (1) supplementary educational serv-
ices for immigrant children (including bilingual or English language in-
struction), (2) additional basic instructional services which are directly
attributable to the presence of immigrant children in the school district
(including capital outlay or transEortation costs), and/or (3) in-service
training for staff who will be teaching immigrant children. :

During the current fiscal year, California received a grant of $13 million
in federal funds for this program. Of this amount, $195,000 (the maximum
allowable under federal law) was allocated to SDE for state operations
expenditures. The SDE indicated that these funds would be used to (1)
carry out grant administration tasks and (2) provide technical assistance
to local school districts regarding the development of instructional pro-
grams for immigrant children. The balance of the federal funds—$12.8
million—wr-ill be distributed to qualifying school districts in the current
year.

At the time the EIEAP funds were received, SDE indicated that a
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portion of the money would be used to fund state operations costs during
the 1985-86 fiscal cirear. The department has also indicated that it antici-
Fates receiving additional federal funds (for both state operations and
ocal assistance) under the EIEAP in the budget year. The Governor’s
Budget, howewer, fails to identify any expenditures from this source in
either 1984-85 or 1985-86.

Accordingly, we withhold recommendation on the proposed budget for
refugee and immigrant programs, pending receipt of a budget proposal
which refle. ts anticipated expenditures of federal funds for the Emer-
gency Immigrant Education Assistance Program.

d. Indian Education (ltems 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 and the AB 1544/77 Native American Indian
Education program. The office is staffed by two consultants and one cleri-
cal position in the current year.

Table 29 shows state administration and local assistance expenditures
proposed for the two state Indian Education projects in 1985-86. As the
table indicates, the budget proposes General Fund expenditures totalling
$1,414,000 for the two projects in the budget year.

Table 29
K-12 Education
Indian Education General Fund Expenditures
1983-84 through 1985-86
(dollars in thousands)

Change
198485 to
Actual  Estimated  Proposed 1985-86
1983-84 1984-85 1985-86  Amount Percent
State Operations $172 $200 $201 $1 0.5%
Local Assistance:
AB 1544 Native American Indian
Education Program ... 337 347 361 14 40
SB 2264 American Indian Education
Centers . 795 819 852 3 40
Subtotals, local assiStance ... $1,132 $1,166 $1213 . $47 40%
Totals $1,304 $1,366 $1,414 $48 35%

Indian Education Centers (Item 6100-151-001). Twelve Indian edu-
cation centers serve as regional educational resource centers to Indian
studeénts, parents, and schools. The centers are operated by Indian tribes
or private nonprofit organizations which report to a community-elected
board of directors. Each center typically offers a variety of services, fund-
ed through several sources. In their role as education centers, the centers:
(1) provide tutorial assistance and counseling for Indian pupils, (2) pro-
vide Native American-related curriculum development for school dis-
tricts, 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
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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 1983-84, rural school districts re-
ceived funds under this program for 23 schools, serving 1,170 pupils. These
schools receiived an average grant of $31,500 each, or about $300 for each
Indian student enrolled.

Our analysis indicates that these two programs are serving their intend-
ed purpose and, therefore, we recommend that funding for them be
approved 2~ budgeted.

e. Miller-Unruh Reading Program (ltem 6100-126-001)

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 $20,000 per full-time reading specialist. School districts must pay
for the remainder of the specialist’s salary.

During 1983-84 (the most recent year tor which statewide teacher sal-
ary data are available), the amount of funding provided for each reading
specialist equalled 75 percent of the average salary paid to elementary
school teachers statewide.

The budget proposes $18,893,000 from the General Fund for the pro-
gram in 1985-86, an increase of 4.0 percent over the current-year level.

Procedures Needed for Reallocation of Excess Funds

We recommend that the Legislature adopt supplemental report lan-
guage requiring the Department of Education (1) to reallocate Miller-
Unruh funds whenever the number of reading specialists is reduced in
particpating districts, and (2) to select new participants from those school
districts with the lowest California Assessment Program reading scores and
revenue limits. Co

Table 30 shows Miller-Unruh program participation and funding from
1980-81 to 1984-85. As shown in the table, over the past five years sixteen
districts have dropped out of the program and the number of full-time
reading specialists funded by the program has declined by 74 positions

from 992 to 918). Although the 16 school districts have withdrawn from
the Miller-Unruh program since 1980-81, SDE has not established proce-
dures that would allow new school districts to enter the program.

Table 30

K-12 Education
Miller-Unruh Reading Program
Participation and Funding
1980-81 to 1984-85

Number of Number of

Districts Positions Total Funding Level
Participating ~ Funded Appropriation Per Position

1980-81 165 992 $15,265,796 $15,389

- 1981-82 161 964 16,181,744 16,786

1982-83 - 157 948 16,182,000 17,070

1983-84 152 919 17,152,920 18,665

1984-85. 149 918 18,166,000 19,789
Change from 1980-81 to 1984-85:

Amount —16 —74 2,900,204 . $4.400

§
Percent . —97% —1.5% 19.0% 28.6%
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Current law provides that Miller-Unruh program funds shall be allocat-
ed according to the following priorities:

e First, to allow participating districts to maintain their programs at.the
level of the preceding year, and S :
e Second, to fund a%plications for new programs in schools where the
g;e)rcentage of students with reading difficulties is greatest, and the
inancial ability of the district to provide special instructional assist-
ance is least. »

The SDE has indicated that those school districts which withdrew from
the Miller-Unruh program in past years may resume their participation at
a later time. In fact, the department anticipates that at least one school
district will resume participation, with 12 funded positions, during 1985-
86. The department, however, has no procedures for school districts which
have not previously participated in the Miller-Unruh program to apply for
program funds when funds become available as a result of other districts
withdrawing from the program. Instead, the department has used these
excess funds to provide increases in the amount of the stipend paid to
reading specialists. These increases have exceeded amounts approved by
the Legiﬁature for cost-of-living adjustments. As a result, the amount
allocated for each reading specialist position in those school districts re-
néaining in the program has increased by approximately 29 percent since
1980-81.

Our analysis indicates that the department’s practice of using ‘excess
Miller-Unruh funds to increase reading specialist stipends, rather than to
expand participation in the program, is contrary to the priorities estab-
lished by the Legislature. Accordingly, we recommend that the Legisla-
ture adopt supplemental report language directing the department to (1)
reallocate Miller-Unruh funds whenever the number of reading specialists
is reduced in participating districts, and (2) to select new participants
from those school districts with the lowest California Assessment Program
reading scores and revenue limits.

Specifically, we recommend that the Legislature adopt the following
supplemental report language in Item 6100-126-001: .

“The Department of Education shall accept applications from any
school district for participation in the Miller-UnruE Reading Program.
Whenever the number of reading specialist positions funded by the
program is reduced in any school district, funds shall be reallocated to
support an equivalent number of positions in another district or dis-
tricts. Districts with the lowest California Assessment Program reading
scores and district base revenue limits shall receive first priority for any
available funds.”

6. Other Sp‘eciclized 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 program; intergenerational education; foster yout
services; the youth suicide prevention program; environmental education;
the curriculum on birth de?ects; commissions on professional competence;
driver training; and the ECIA Chapter 2 federal block grant. -
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a. Gifted and Talented Education (ltem 6100-124-001)
We recommend approval.

The Gifted and Talented Education aS.lGATE) rogram was established
by Ch 774/79 to supersede the Mentally Gifted Minor program. Each
district which operates a GATE program must establish criteria and a
method for the identification of gifted or talented students in one or more
of the following categories: ( lf intellectual ability, (2) creative ability, (3)
specific academic ability, (4) leadership, (5) hi%n achievement, (6) visual
and performing arts, or (7) any other criteria which meet standards estab-
lished by the State Board of Education. Typically, the local selection proc-
ess is complex, and may utilize standardized test scores; teacher or parent
referrals, course grades, qupil products, and a review by a school psycholo-
gist or other professional. .

The design of each district’s GATE program is determined locally, with-
in state guidelines. All GATE programs are required to provide unique
educational opportunities for high-achieving and under-achieving gifted
and talented pupils, including those in the upper range of intellectual
ability, while ensuring the participation of children from disadvantaged
and varying cultural backgrounds. The guidelines allow the following
types of approaches to be used: (1) independerit study, (2) special day
classes, (3) part-time or cluster groupings of GATE students, (4) enrich-
ment activities, (5) acceleration activities, and (6) higher education op-
portunities. : '

For the 1983-84 school year, GATE provided funds to 430 school districts
for educational programs which served approximately 194,000 students
identified as gifted or talented. Districts which operated a mentally gifted
minor program during 1978-79 are eligible to receive GATE funds. In
addition, a limited number of districts have been admitted to the program
to replace districts which have withdrawn from GATE since 1979. .

Table 31 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 $20,034,000 for GATE local assist-
ance in 1985-86. This amount provides a 6 percent increase to fund the
program’s statutory COLA.

Table 31
K-12 Education
Gifted and Talented Education Program Funding
) 1983-84 through 1985-86 ‘
General Fund
(dollars in thousands)

Change -
Actual Estimated Proposed 1984-85 to 1985-86
1983-84 1984-85 1985-86 Amount Percent
State OpErations..........mimesns $199 $138 $219 $81 58.7%
Local AsSistance ..........oromrcenn 18,1542 18,900 120,034 1,134 6.0
Totals ; . $18353 $19,038 $20,253 $1,215 6.4%

2 Includes $306,000 provided in Ch 1073/84.

In addition, the main support item for the Department of Education
(6100-001-001) includes $219,000 from the General Fund for administra-
tive costs assoeiated with the GATE program. This amount represents an
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increase of $81,000—or 59 percent—over estimated current-year expendi-

tures. The department indicates that the increase is intended primarily to
restore funds which were reduced from this program during the current
year, and will be accomplished by the redirection of resources within SDE.
Our analysis indicates that the budget proposal is reasonable and, ac-
cordingly, we recommend that it be approved. = o

b. Mathematics, Engineering, Science Achievement (MESA) Program
. (Item 6100-192-001) - B :
We recommend approval. s TP R ST
The MESA -program is designed to increase the enrollment of under-
represented ethnic minorégr students in university and college mathema-
tics and mathematics-based disciplines such as engineering.and physical
sciences. The f)rogram provides tutoring, counseling, study groups, and
summer school enrichment for secondary school pupils who show an apti-
tude and interest in mathematics and science. MESA is funded jointly by
the state and the private sector. . ) o IR
The state’s contribution currently is provided through. the bud(ﬁit_ap-
EropriatiOn for the State Department of Education, MESA is coordinated
y a central office located in the Lawrence Hall of Science in Berkeley.
The budget proposes $1,447,000 from the General Fund for MESA—an
increase of $56,000 (COLA) over the current-year appropriation. The
budget also proposes to continue the requirement,tﬁat MESA obtain
matching support on a 2:1 ratio of state to. private funds. .
We recommend approval of the amount requested.

Study of MESA Administration - ’ ' o
Languaie contained in the Supplemental Report of the 1984 Budget Act
required the California Postsecondary Education Commission (CPEC) to
report to the Joint Legislative Budget Committee by January 15, 1985, on
the MESA program’s administration, management, accountability, and
state oversight. ‘ o - _
The commission’s report on this study contains three recommendatons:
(1) that the state appropriation for MESA be shifted to the University of
California; (2) that the fiscal management and operation responsibility for
MESA remain with the University of California'at Berkeley; and . (3) that
the statewide MESA office develop—in conjunction with the Director of
the Lawrence Hall of Science, the MESA Board of Directors, and officials
of the public postsecondary education segments—a procedure for repre-
senting the program to the Legislature and the Governor in the bugget
process. :
Comments. In support of the first recommendation, CPEC argues
that since MESA is located at—and its funds are disbursed by—the Univer-
sity of California, Berkeley, the appropriation should be made to the
University. We do not find this is a compelling argument. There is ample
precedent for the Department of Education entering into contractual
agreements with external agencies, and for those agencies to exercise
fiscal management. Moreover, secondary school pupils, who are within the
department’s purview, constitute the primary target group for the MESA
program. ’ e .
We endorse CPEC’s second recommendation—that responsibility for
fiscal management under MESA rémain with the University of California.
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The CPEC study “finds that MESA’s overall fiscal management arrange-
‘ment serves the state and MESA well.” We see no reason to shift to
another arrangement. _

- The CPEC’s third recommendation concerns the establishment of
procedures whereby all affected parties are consulted on how MESA is
represented to the Legislature and the Governor in the budget process.
This recommendation reflects the Commission’s concerns that MESA’s
needs be fairly and. adequately represented. Implementation of this re-
commendation would have no direct fiscal impact on the MESA program.

¢. Intergenerational Education Programs (ltem 6100-128-001)

.- We withhold recommendation on $165,000 requested from the General
Fund for intergenerational education programs, pending receipt of the
State Department of Education’s evaluation of the programs’ effective-
. I1€SS. - : ‘ ‘ '

- Intergenerational education programs provide for the involvement of
senior citizens in public elementary and secondary schools. The programs’
objective is to provide educational experiences that benefit both students

-and the participating senior citizens. In 1983-84; 11 intergenerational pro-
grams were established using $90,000 of federal ECIA Chapter 2 funds. In

1984-85, SB 3029 (Ch 1592/84) replaced those federal funds with state
General Fund support, and increased the funding level to $165,000. The
Governor’s Budget proposes to continue this level of funding in 1985-86.

_ Pursuant to Chapter 1592, the State Department of Education allocates
funds to pregrams that involve persons over 55 year of age in projects with
public schoel pupils. These funds are used to provide a minimum salary
or transportation stipend, or both, to participating senior citizens. The
measure further requires the State Department of Education to evaluate
intergenerational education programs to “determine whether those
projects have been successful and whether they warrant further support,”
and report its findings to the Legislatire by January 1, 1985,

. At the time this analysis was written, the SDE had not submitted the
evaluation report required by Ch 1592/84. The department indicates that

-the report wEl be presented to the Legislature prior to budget hearings:
We will review the report when it is submitted, and prepare comments
and recommendations on the intergenerational education programs for
the Legislature as appropriate. -

~d. Foster Youth Services (liem 6100-119-001(a)) .
- The budget proposes that $813,000 be appropriated from the General
Fund: to provide special services to foster children in four school districts
in California—Elk Grove Unified, Mount Diablo Unified, Sacramento Uni-
fied, and SarxJuan Unified. The proposed amount is 4.0 percent more than
the level of support provided for thése programs during the current year.
Foster Youth Services programs provide educational -planning, assess-
ment, and placement services; tutoring; and counseling and on-the-job
training. The programs also provide student advocacy and liaison with
families, schiools, and other agencies. The Governor’s Budget proposes no
“funds for the expansion of foster youth services to other districts. -

Program Report Does Not Provide Adequate Information S

- We recomamend that the Legislature adopt supplemental report lan-
guage directing the Department of Education to collect and report infor-
mation regarding the effectiveness of the Foster Youth Services program.
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Current law requires the Secretary for Health and Welfare to report
every two years regarding the effectiveness of foster youth services pro-
vided by scheool districts. The Secretary’s report is to be prepared in coop-
eration with the Superintendent of Public Instruction and tﬁe Director of
the Youth Authority, based upon information provided by the school dis-
tricts. The next report is due to the Legislature and the Governor by
February 15, 1986. : : '

Our review of the most recent report on Foster Youth Services, present-
ed in February 1984, indicates that it fails to provide the information which
the Legislature needs in order to assess the effectiveness of these pro-
grams. Instead, the report contains primarily descriptive information re-
garding the scope and nature of foster youth services provided by each

istrict. S I : :

" In order for the Legislature to determine the cost-effectiveness of the
Foster Youth Services program, it needs information on the extent to
which the program affects él) student achievement, (2) drop-out or high
school graduation rates, and (3) the number of placements in California
Youth Authority or other juvenile facilities. (Such information also would
assist participating school districts in improving the effectiveness of their
programs.) Accordingly, we recommend that the Legislature adopt sup-
plemental report language directing the State Department of Education
to collect -and réport information regarding Foster Youth Services pro-
gram effectiveness. ' ; . :

Specifically, we recommend that the Legislature adopt the following
language in Item 6100-119-001 of the Supplemental Report of the 1985
Budget Act: o , '

“The Department of Education shall collect information regarding the
efféectiveness of foster youth services provided by school districts. This
informéation shall include (1) student achievement data, (2) drop-out or
high school graduation rates, and (3) the number of foster children who
are placed in California Youth Authority or-other juvenile facilities, in
each school district which receives funds to support a Foster Youth

Services program. This information shall be included in the report pre-

pared pursuant to Section 42923 of the Education Code.”

e. 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. It also declared legislative intent that beginning in 1984-
85, ﬁ{nds be appropriated for the development of a statewide youth sui-
cide prevention school program and the establishment of demonstration
programs in two counties. The act provides that the State Department of
Education (SDE). is to administer the 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 implementation and effectiveness of the
program. - '

. Asshown in Table 32, the budget proposes that $312,000 be appropriated
from the General Fund for this program in 1985-86, an increase of 4
percent over the current-year level. 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
$327,000 for the Youth Suicide Prevention Program in 1985-86.
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~Table 32
K-12 Education

Youth Suicide Prevention Program °

1983-84 through 1985-86

(dollars in thousands) .
Change
Actual Estimated - Proposed 1984 -85 to 1985-86
1983-84 1984-85 1985-86 Amount Percent

State Operations. ... — $15 $15 - —
Local AssiStance .......iueesises SS— —_ $300 $312 $12 4.0%

Totals - $315 $327 ) $12 3.8%

2 General Fund

Under the terms of Ch 750/83, two three-year demonstration youth
suicide prevention programs have been established in San Mateo and Los
Angeles counties. During the current year, each of these programs re-
ceived $150,000 for planning and program development. Implementation
of demonstration program services is scheduled to begin July 1, 1985, and
must be completeg by June 30, 1986. The act requires an evaluation of each
demonstration program by January 1, 1987.

The programs, which will be coordinated by suicide prevention and
crisis centers designated by each county board of education, may include -
classroom instruction designed to achieve the following objectives:

e encourage sound decision-making and promote ethical development,

e increase pupils’ awareness of the relationship between drug and al-

. cohol use and youth suicide,

« teach pupils to recognize signs of suicidal tendencies, and

o inform pupils of available community youth suicide prevention serv-

ices. , , /

The demomstration programs may also support other school- or com-
munity-based suicide prevention programs, such as: :

e positive peer group programs, '

o telephone “hotline” services,

e programs to collect data on youth suicide attempts,

¢ intervention services, and

e programs to train parents and teachers.

In addition, during the current year, the designated suicide prevention
and crisis ceniters are serving as coordinating centers for the Flanning and
development of a statewide youth suicide prevention school program,’in
cooperation with the State Department of Education, county offices of
education, and local school districts. Planning and development of ‘the
statewide preogram is to be completed by June 30, 1985. School districts and
county officess of education may implement the program, on a voluntary
basis, beginning in 1985-86. S

Our analysis indicates that the funding level proposed in the budget is
consistent wiith the intent of the legislation wﬁich established this pro-
gram, and is appropriate to support (1) implementation of the demonstra-
tion programns in the two counties, (2) implementation of a statewide
program in additional counties on a voluntary basis, and (3) SDE adminis-
trative costs for this program. Accordingly, we recommend that the
amount requiested be approved.
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f. Environmental Education (ltems 6100-001-140 and 6100-181-140)

We recommend approval.

The Environmental Education program provides grants to local educa-
tion agencies, other government agencies, and nonprofit organizations to
support interdisciplinary education programs related to the environment,
energy, and conservation. In 1983-84, 116 grant applications were re-
ceived, and 50 programs-—serving azf)roximately 38,000 youths—were
funded. Table 33 shows environmental education funding for the prior,
current, and budget years.

Table 33
K-12 Education
Environmental Education Expenditures ®
1983-84 to 1985-86
(doliars in thousands)

Change
Actual Estimated  Proposed 1984-85 to 1985-86
1983-84 1984-85 1985-86 Amount Percent
State Operations ... $95 _ $106 $123 $17 16.0%
Local Assistance..........cemcesccee 405 394 481 87 22.1

Totals $500 $500 $604 . $104 20.8%
4 California Environmaental License Plate Fund. ‘

As Table 33 shows, the Governor’s Budget proposes expenditures of
$604,000 from the Environmental License Plate Fund for support of the
Environmental Education program in 1985-86. This is an increase of $104,-
000, or 21 percent, over the amount agpropriated for the program in the
current year. The $104,000 consists of $17,000 (up 16 percent) for state
operations and $87,000 (up 21 percent) for local assistance. The Environ-
mental Education program is staffed with 2.0 positions in the current year.

The State Department of Education (SDE) indicates that the proposed
$87,000 increase in local assistance funding will be used in two ways. First,
$29,000 of this amount will be used for the expansion of an existing pro-
gram, which is currently funded at $56,000. This augmentation will sup-
port the dissemination of curriculum materials developed by the project.
The remainder of the local assistance augmentation—$58,000—will be
used to provide funding for a larger number of local projects. The SDE
indicates that, in recent years, a number of otherwise worthy proposals
have been turned down due to lack of funds.

Our review indicates that the proposed expansion in funding for Envi-
ronmental Education projects is reasonable, and is consistent with uses of
Environmental License Plate revenues authorized by statute. According-
ly, we recommend that the amount be approved as budgeted.

g. Curriculum on Birth Defects (Item 6100-183-001)

We withhold recommendation on $500,000 requested from the General
Fund for the development of a new curriculum on birth defects, pending
receipt from the State Department of Education of a proposal for develop
ing this curriculum. :
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The Governor’s Budget proposes a General Fund alp(grogriation of $500,-
000 to develop a model curriculum on developmental disabilities and birth
defects. This proposed project is part of an interagency effort that would
involve the Departments of Education, Developmental Services, and
Health Services in an attempt to reduce the incidence of premature
births, low birth weights, birth defects, neurological defects, and child-
hood illnesses among babies born to teenage mothers. '

At the time this analysis was written, the State Department of Education
SDE) had not prepared a proposal for developing the developmental
isabilities and birth defects curriculum. We have no basis, therefore, on

which to evaluate the appropriateness of the proposed funding level. The
State Department of Education indicates that it will present its proposal
for the use of these funds in February 1985. We will review this informa-

_tion and prepare a supplemental analysis of the request for presentation

during the budget hearings.

h. Commissions on Professional Competence (ltem 6100-209-001)
We recommend approval.

Under current law, a school district employee who has been served with
a notice of the governing board’s intention to dismiss or suspend him or
her may request a hearing before a local three-member Commission on
Professional Competence. The commission consists of one member cho-
sen by the employee, one member chosen by the governing board, and
one member who is a hearing officer from the Office of Afmim‘strative
Hearings.

Education Code Section 44944 provides, among other things, that in the
event the commission decides that the employee should be dismissed or
suspended, the state shall pay the reasonable expenses associated with the
service of the member chosen by the employee and the member chosen
by the governing board. The local governing board pays these expenses
if the employee is not dismissed.

In years prior to 1984-85, funding for costs associated with commissions
on grofessional competence was lf>rovided in the local mandate item of the
Budget Act. Because the Controller has determined that Section 44944 did
not impose a reimbursable mandate on districts, the Legislature provided
funding for this purpose in the current year through a new Budget Act
item. The Governor’s Budget proposes to continue this practice.

Based on the amount of claims received in prior years, the Governor’s
Budget proposes an appropriation of $18,000 to reimburse school districts
for the costs of commissions on professional competence in the budget
year, Our review indicates that provision of such funding is consistent with
the intent of the Legislature, and we recommend that the requested
amount be approved.

i. Driver Training (item 6100-171-178)

We recommend approval.

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 offering the laboratory driver training phase
are reimbursed during any given fiscal year for their actual costs in the
prior fiscal year, up to a maximum of $80 per nonhandicapped pupil and
$247 per handicapped pupil. In addition, school districts may receive reim-
bursement for the cost of replacing vehicles and simulators used exclusive-
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ly in the laboratory phase of driver education programs. The maximum
allowable reimbursement for this purpose is 75 percent of the actual cost
in excess of $80 per pupil instructed.

Table 34 displays funding for driver training in the prior, current, and
budget years. ' ‘

Table 34
K-12:Education
Allocations for Driver Training
1983-84 through 1985-86 -
(dollars in thousands)
. Change
Actual ~ FEstimated - Proposed 1984-85 to 1985-86
1983-84 1984-85 198586  Amount  Percent

Expenditure
* ‘Driver training

State operations $120 $186 $126 —$60 —32.3%
Local assistance 15,720 19,500 19,500 — -
Totals ..... - $15,840 $19,686 $19,626 —$60 0.3% .
Funding Sources
Motor Vehicle Account, State Trans-
portation Fund ....cennsiserens $15,720 = —_ — —
Driver Training Penalty Assessment i
Fund — $19.500 - $19,500 — —_
General Fund. 87 7 119 $2 1.7%
Federal Trust FUnd .....eoecmevcerene - 6 . 7 1 167
Reimbursements ..........eveosssesiissionns 33 ) 63 —_ —63 - 100.0

~ As shown in Table 34, the Governor’s Budget proposes to continue the
current-year funding level of $19,500,000 for driver training local assist-
ance. This program is funded from the Driver Training Penalty Assess-
ment Fund (DTPAF), which receives its revenues from traffic citations.
The budget also proposes a reduction of $60,000 in driver training state
operations, reflecting a one-time equipment purchase in the current year.
QOur analysis indicates that the budget proposes to provide the statutori-
ly-authorized level of funding for this program and, accordingly, we rec-
ommend that the item be approved as budgeted. ‘

Transfer to the General Fund—Control Section 24.10

We recommend approval. o

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, 1986. This amount represents the surplus in the DTPAF
in excess of the amount necessary to fund the Driver Training Program
and related programs during the budget year. According to the budget,
this provision would result in a General Fund increase of $18.8 million on
June 30, 1986. 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.
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j- Federal Block Grant—ECIA Chapter 2 (ltems 6100-101-890 _

and 6100-001-890) o R ,

We withhold recommendation on $35,218,000 requested in Item 6100-
101-890 and $6,563,000 requested in Item 6100-001-890, pending submission
of an expendjiture plan for federal ECIA Chapter 2 block grant funds.

In 1982-83, the federal government consolidated approximately 30 cate-
gorical grant programs into a single block grant. The authorizing legisla-
tion for the block grant—the Education Consolidation and Improvement
Act, Chapter 2——re%uires that at least 80 percent of the block grant be
allocated to local school districts according to an enrollment-based for-
mula. Federal law prohibits the state from specifying how these funds will
be used by local school districts. The balance of Chapter 2 funds—no more
than 20 percent of the total grant—may be retained for discretionary
expenditures by the state. These funds may be used for state operations
or to finance discretionary grants for specific programs.

Federal law requires that an advisory committee be formed to make
recommendations regarding (1) the formula used to allocate at least 80
percent of Chapter 2 funds to all local school districts and (2) the alloca-
tion of funds used for state discretionary purposes. The 24 members of
California’s Chapter 2 advisory committee are appointed by the Gover-
nor. :

Table 35 shows state operations and local assistance funding for the
Chapter 2 federal block grant in the priof, current, and budget years. The
budget anticipates that total Chapter 2 block grant expenditures in 1985-
86 will be $42.3 million—a decrease of $1.5 million, or 3.3 percent, from
estimated current-year exli:anditures from this source. The State Depart-
ment of Education (SDE) has indicated, however, that it anticipates total
Chapter 2 expenditures will be $47.5 million in 1985-86—an increase of
$3.8 million, or 8.7 percent, above the current-year level.

Table 35
K~12 Education
Federal Chapter 2 Block Grant Funding
1983-84 through 1985-86
(doliars in thousands)

: Change
Actual ~ Fstimated  Proposed 1984-85 to 1985-86
1983-84 1984-85 1985-86 Amount Percent

Local Assistance
Formula allocations ... $38,931 $34,488 $33,825 - $663 -19%
2,108 1,893 =215 -102
$36,596 $35,718 —$878 -2.4%
$7,142 $6,563 —$579 —8.1%
Totals $49,042 $43,738 $42,281 —$1,457 —3.3%

Formula Allocations. The budget proposes to allocate $33.8 million
(or 80 percent of California’s total Chapter 2 grant) to local school districts
on a formula basis. ; o v :

Under the current-year formula, funds are allocated to each school
district on the basis of total public and private school enrollment, with
additional funds provided for (1) each student who receives Aid to Fami-
lies with Dependgnt Children (AFDC) and (2) each student who is classi-
fied as Limited English Proficient gLEP) ..A minimum allocation of $3,000
is provided to each district. Under federal law, a portion of the funds each
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di}sltn'cit receives must be used to provide services to students in private
schools. _ '

. The Governor’s Chapter 2 block grant advisory committee will make
recommendations later this spring regarding the formula to be used to
allocate these funds during the budget year. We will review the report of
the advisory committee and make recommendations on the proposed
allocations to the Legislature, as appropriate. Until the advisory commit-
tee’s report has been received and a determination made by SDE regard-
ing an allocation formula for 1985-86, the Legislature will not have the
information it needs in order to review the proposed expenditure of $33,-
825,000 in Chapter 2 funds for local assistance. Accordingly, we withhold
recommendation on this amount, pending receipt of additional informa-
tion. :
Plan Needed For State Discretionary Expenditures. The budget
proposes that 20 percent of the total Chapter 2 block grant—$8.5 million—
ge retained for state discretionary expenditures in 1985-86.. Of this
amount, $1.9 million would be allocated to fund grants for specific local
education programs and $6.6 million would go for state oFerations.

The Bucf et Bill contains control language which would appropriate
$200,000 of the $1.9 million in local assistance funds for a program on youth
and the administration of justice. Another $300,000 would be allocated by
the language for parenting education. programs authorized by AB 3031
(Ch 1619/ 84) . Presumably, the balance of local assistance grant funds—or
$1,393,000—would be allocated to “priority projects” designated by the
Superintendent of Public Instruction. The Superintendent, however, has
not identified these projects as yet. : v

Likewise, the Superintendent has not indicated how he proposes to use
the $6.6 million for state operations during the budget year. During the
current year, Chapter 2 funds have been used for the following state
purposes: '

« Assessment, research, and evaluation ($1.8 million)—including ex-

pansion of the California Assessment Program (CAP) test;

e Instructional services ($1.5 million)—including development of mod-

él curriculum standards; and o ,

o Staff development ($1.2 million)—including state administrative

costs associated with implementation of the mentor teacher program.

In order to ensure that these funds are allocated according to its priori-
ties in 1985-86, the Legislature needs more information regarding
proposed (1) local assistance “priority projects” and (2) state operations.
We therefore recommend that the Department of Education submit an
expenditure plan for these activities. Pending receipt of the department’s
plan, we  withhold recommendation on the proposed expenditures of
$1,393,000 in local assistance and $6,563,000 in state operations.

C. SCHOOL DESEGREGATION (ltems 6100-114-001- and 6100-115-001)
Under the provisions of current law, the state reimburses school districts
for the cost of both court-ordered and voluntary school desegregation
programs. These reimbursements are funded from the General Fund.
Table 36 shows expenditures for court-ordered and voluntary school
desegregation reimbursements in the prior, current, and budget years.
As shown in Table 36, the budget proposes no change in the total
amount provided for court-ordered school desegregation reimbursements
and a decrease of $5.9 million, or 46 percent, in funding for voluntary
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Table 36
K-12 Education
General Fund Reimbursement
of School Desegregation Programs
1983-84 through 1985-86
(dollars in thousands)
Change

Actual Estimated  Proposed 1984-85 to 1985-86
198384 1984-85 1985-86 Amount Percent

A. Court-Orde:<d

Desegregation: :

Budget Act Appropriation...  $138,816 $154,416 $184,416 . $30,000 194%

Other Appropriations ............ 3,507 30,000 — —30,000 -100.0
Subtotals ....cerrrrmsioreenconnes $142,323 $184,416 $184,416 — _—

B. Voluntary Desegregation: :

Budget Act Appropriation .... — — 7,000 7,000 N/A

Other Appropriations — $12,855 — —12,855 —100.0%
SUBLOEALS .vvvsvrerrcreeererne — $12,855 $7,000 —$5,855 —455%
Totals.......orrerrenneereornaenes $142,323 $197,271 $191,416 —$5,855 -3.0%

school desegregation reimbursements, relative to current-year funding
levels. Thus, total funding for school desegregation reimbursements
. would decrease by $5.9 million, or 3.0 percent, if the proposed budget
were enacted.

A more detailed explanation of the funding for court-ordered and volun-
tary school desegregation reimbursements is provided below.

Table 37
K-12 Education
Court-Ordered Desegregation
Funding for Claims Approved by the Controller
and Additional Claims Eligible for Reimbursement

Actual Actual Estimated Estimated
Claims for Claims for Claims for * Claims for
Desegregation Claims 1982-83 1983-84 1984-85 1985-86
Bakersfield Unified ... — - $1,544,157 $1,544,157*
Los Angeles Unified .. . $124.455.997 $126,378,493 151,634,763 151,634,763
San Bernardino Unified........ 3,055,457 2.917,096 3,657,590 - 3,657,590
San Diego City Unified ........ 20,451,646 20,752,983 27,393,607 27,393,607
San Francisco Unified .......... — 3,507,200 12,153,000 12,153,000
Stockton Unified ... 3,170,819 2,478,368 4,143,474 4,143,474
Total claims.....c.ceerrrrenns $151,133,919 $156,034,140 $200,526,591 $200,526,591
Budget Act Appropriation 128726000 -~ 138,816,000 154,416,000 184,416,000
DefiCit coovvurieneereresrrnerrssenens 22,407,919 17,218,140 46,110,591 16,110,591
Other appropriations ... —22407,919° —3507,200°  —30,000000¢ - —
Cummulative remain- : T
ing deficit subject to
Commission on State :
Mandates aetion............. . — $13,710,940 .$29,821,531 $45,932,122

2 Funding not included in Governor’s Budget.
b Proposed in Item 6100-114-001.

¢ Governor’s proposed legislation (SB 1).

d Chapter 481/84.

37—79437
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1. Court-Ordered Desegregation (ltem 6100-114-001)

State reimabursement for the costs of court-ordered desegregation is not
required by the California Constitution. Under current law, however,
school districts incurring costs for court-ordered desegregation may sub-
mit initial claims for reimbursement to the Commission on State Man-
dates. The Commission must review each claim to determine if the costs
claimed are reasonable. The Commission then seeks funding for approved
claims in a claims bill. After a district’s initial claim has been reimbursed
through a claims bill, all subsequent claims are submitted to the State
Controller for review and reimbursement from Budget Act appropria-
tions. If the amounts claimed by districts and approved by the Controller
exceed the amount appropriated in the Budget Act, the available funds
will be prorated among claiming districts. The Commission on State Man-
dates is anthorized to review any unfunded claims and seek funding for
them in a subsequent claims bill. ,

Funding. Table 37 displays the actual funding for and potential
costs of reimbursements for court-ordered desegregation costs.

The Governor’s Budget proposes to appropriate $184,416,000 for court-
ordered desegregation in the Fl'))udget year—the same level of funding as
provided in the current year through the 1984 Budget Act and SB 1992
(Ch 418/84) .

Continued Underfunding of Court-Ordered Desegregation Reimbursements

We recommend that the Legislature direct the Department of Finance
to explain during budget hearings why the administration does not intend
to fund $16.1 million in court-ordered desegregation reimbursement
claims that are expected to be filed in the budget year.

- As Table 37 indicates, the $184.4 million proposed for the budget year
is not sufficient to fund the $200.5 million in expected claims during 1985-
86. (We also note that because funding for Bakersfield Unified School
District’s claim has not yet been provided in a claims bill, that district will
be ineligible under current law to receive funds appropriated through the
Budget Act.) The table also shows that a deficit (that is, unpaid claims
approved by the Commission on State Mandates) of approximately $29.8
million remains from 1983-84 and 1984-85. When this is added to the
projected budget-year deficit of $16.1 million, we estimate that approval
of the Governor’s Budget as proposed would result in a total cumulative
ggﬁcit in funding for approved claims of $45.9 million at the end of 1985-

We recognize that the precise amount of claims to be filed in the budget
year cannot be determined in advance. This, however, should not be used
as an excuse for knowingly underfunding this program, any more than the
inability to predict inflation or ADA growth should be used as a reason for
holding K~12 apportionments constant at the current funding level. Such
a policy makes it more difficult for both the state and school districts
entitled to these funds to undertake sound fiscal planning. We therefore
recommend that the Legislature direct the Department of Finance to
explain why it does not intend to fund the full estimated costs of reimburs-
ing districts for court-ordered desegregation programs.
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2. Voluntary Desegregation (ltem 6100-115-001)

School districts are also authorized to submit claims to the Commission
or State Mandates for reimbursement of costs associated with their volun-
tary desegregation programs. State reimbursement of these claims,
however, is not required by the California Constitution. Among the local
programs eligible ?or reimbursement are voluntary pupil assignment or
reassifnment, magnet schools, and transportation of pupils to alternative
schools or programs of their choice. In addition, districts may claim reim-
bursement for the cost of programs designed to combat the harmful ef-
fects of ra. slly isolated minority schools. Programs of this type that are
eligible for reimbursement include parent training and involvement pro-
grams, reduction in class size, and instructional programs.to increase
achieverment in basic skills. :

Major Funding Deficit in 1985-86

We recommend that the Legislature direct the Department of Finance
to explain during budget hearings what the administration’s intentions are
regarding a potential $87 million deficiency in funding for voluntary
desegregation reimbursement claims.

Funding for costs associated with voluntary desegregation programs
was first provided in 1984-85 by SB 1992 (Ch 418/84), which appropriated
$7 million for this purpose. In addition, the Governor has ingicated his
support of pending legislation ((1$B 1) which, in addition to appropriating
$25.9 million for court-ordered desegregation, would appropriate $5.9 mil-
lion for reimbursement of voluntary gesegregation costs. If SB 1 is ap-
proved, funding for voluntary desegregation in the current year would be
increased to $12.9 million.

The Governor’s Budget proposes to appropriate $7 million for voluntary
desegregation reimbursements in 1985-86.

At the time this analysis was written, the State Controller was still in the
process of reviewing the initial claims for reimbursement of voluntary
desegregation costs. Staff of the Controller’s Office have indicated, how-
ever, that they expect school districts’ claims for reimbursement of costs
incurred in 1981-82 through 198485 to amount to at least $76 million. This
exceeds by $63 million the combined amount provided by SB 1992 and SB
1. If claims for reimbursement in the budget year equal anticipated cur-
rent-year claims of $30.5 million, the funding level proposed in the Gover-
nor’s Budget would be short by $23.5 million—resulting in a cumulative
deficit of approximately $81 million for the two years. We therefore rec-
ommend that the Legislature direct the Department of Finance to explain
during budget hearings what the administration’s intentions are regarding
the potential deficiency.

Ilf. ANCILLARY SUPPORT FOR K-12 EDUCATION
This section analyzes those programs which complement the direct
instructional support function, including (1) student transportation pro-
grams, (2) school facilities programs (construction and deferred mainte-
nance), 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. In addition, the department administers the School Bus
Driver Instructor Training program.
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1. Home-to-School Transporhfion (Item 6100-111-001)

The Home-to-School Transportation program provides state reimburse-
ment for the approved transportation costs ofp local school districts or
county superintendents of schools, up to a specified amount. The program
also funds transportation to and from related student services required by
the individualized education programs of special education pupils. The
state also provides assistance to small school districts for bus replacement.

Under c...rent law, a school district or county office of education re-
ceives funds for home-to-school transportation based upon the amount of
state funding it received in the prior year. Speciﬁcalf) , local education
agencies which certify that their prior-year approved transportation costs
were at least 95 percent of their transportation allowances from the state
will receive the same transportation allowance, plus any inflation adjust-
ment provided in the Budget Act, during the next fiscal year. If a school
district or county office certifies that its approved transportation costs
were less than 95 percent of the state allowance received for that year, the
district will receive an allowance equal to that percentage plus 5 percent
and any inflation adjustment provided in the Budget Act.

Funding

Table 38 shows funding for transportation aid for the prior, current, and
budget years.

Table 38
K-12 Education
Transportation Aid ©
1983-84 through 1985-86
{dollars in thousands)

Change
Actual Estimated Proposed 1984-85 to 1985-86
1983-84 1984-85 1985-86 Amount Percent
Home-to-school transportation ~ $154,383 ® $247,241 $279,724 $32,483 $13.1%
Small school district bus re-
Placement ..........oooeerwen 1,021 3,000 3,120 120 40
TOtals c.ovvrenrrreanereeseccrnnsivsrsns $155,404 $250,241 $282,844 $32,603 13.0%
2 General Fund.

b Excludes special transportation program reimbursement of $112.6 million.

a. Transportation

The Governor’s Budget proposes a net increase of $32,483,000, or 13.1
percent, for home-to-school transportation in 1985-86. This increase con-
sists of (1) $21.7 million to eliminate in the budget year the deficit in
home-to-school transportation expected during the current year and (2)
$10.8 million for a 4 percent cost-of-living adjustment. The Governor has
not requested an appropriation to fund the home-to-school transportation
deficit in the current year.

Our analysis indicates that, absent a change in existing law, the Gover-
nor’s proposal to fund the home-to-school transportation deficit in the
budget year but not in the current year cannot be implemented. As ex-
plained above, current law provides that a local education agency’s enti-
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tlement to home-to-school transportation funds during any fiscal year shall
be based upora the amount of state aid it actually received in the prior
year—not upon the amount it would have received had its transportation
costs been fully reimbursed. Under existing law, therefore, the only way
in which the current-year deficit can be reflected in budget-year entitle-
ments is for the current-year deficit to be funded. Thus, even if the Legis-
lature were to approve the Governor’s proposal, school districts and
county offices of education would not be abﬁ)e to claim the additional $21.7
million in the budget year.
The Le; -lature has at least three options for addressing this issue:

o The Legislature could fund the current-year deficit instead of the
budget year deficit. This option would not require the budget to
be augmented; the Legislature need only adopt Budget Bill language
directing the $21.7 million to the current-year deficiency.

o The Legislature could fund the budget-year deficit, but not the cur-
rent-year deficit (Governor’s proposal). This option would not re-
quire the budget to be augmented. It could be accomplished by
adopting Budget Bill language waiving the provisions of existing law
governing the distribution of home-to-school transportation funds.

o The Legislature could fund both the current-year and budget-year
deficits. This option would require a General Fund augmentation
of $21.7 million and the adoption of Budget Bill language directing
that the augmentation shall be used for the current-year deficit.

b. Small School District Bus Replacement

Table 38 also shows funding for small school district school bus replace-
ment in the prior, current, and budget years. Under this program, school
districts with fewer than 2,501 ADA may receive funds for the replace-
ment of reconditioning of school buses. In allocating these funds, the law
assigns first priority to the replacement of school buses that cannot be
reconditioned, second priority to the reconditioning of unsafe school
guses, and third priority to the purchase of new buses to expand a district’s

eet.

During the current year, 193 districts received $2,984,000 in aid through
this program. The Governor’s Budget proposes a 4 percent increase for
the program in 1985-86, for a total appropriation of $3,120,000. Our review
indicates that these funds are being expended in accordance with the
Legislature’s objective. We recommend, therefore, that the amount be
approved as budgeted.

2. 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 that prepares teachers to instruct classes for pro-
spective school bus drivers. Since 1974, state law (Section 1204, California
Administrative Code) has required all public school bus drivers to com-
plete 40 hours of training provided by an instructor who has been trained
under this program.

The School Bus Driver Instructor Trainingbprogram was established in
1970. Except for one year, the program has been jointly supported with
federal funds and with state funds provided from the Driver Training
‘Penalty Assessment Fund throughout its existence. At the end of the
current year, however, federal funds will no longer be available to support
the program.
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The Governor’s Budget requests $500,000 from the DTPAF for this
program in 1985-86—$141,000 more than the current-year appropriation.
The increase equals the level of federal funding for the program provided
in the current year.

Because the program is mandated by state law, we conclude that the
proposed increase in state funding is appropriate. Accordmgly, we recom-
mend approval of the request as budgeteg

B. SCHOO. “ACILITIES PROGRAMS
School facilities programs include:

» incentive payments to districts for the use of year-round schools or
alternatives to the construction of new school facilities,

o the School Facilities Planning Unit within the Department of Educa-
tion,

« the School Facilities Asbestos Abatement program (discussed in Item
6350, later in this Analysis),

e« construction, reconstruction, or deferred maintenance of school facili-
ties, and

‘e emergency portable classrooms.

Funding for the first three of these activities is included in the annual
Budget Act, while funds for the last two are provided through statutory
appropriations. Actual expenditures under these programs are deter-
mined by the State Allocation Board (SAB), which includes members of
the Legislature and representatives of the Department of Finance, the
Department of Education, and the Department of General Services.

1. School Facilities Aid

Funding for the construction, reconstruction, or deferred maintenance
of school facilities is provided through three major statutory appropria-
tions, each of which is available for expenditure irrespective of fiscal year.
They are as follows:

o The proceeds from bond sales authorized by the State School Building
Lease-Purchase Bond Acts of 1982 (Proposition 1) and 1984 (Proposi-
tion 26). Proposition 1 of 1982 authorized the sale of $500 million in
bonds—$350 million for the construction of new school facilities and
$150 million for reconstruction and rehabilitation of facilities con-
structed over 30 years ago. It is anticipated that all revenues from
Proposition 1 bonds will have been allocated by the end of the 1984-85
fiscal year. Proposition 26 of 1984 authorized the sale of $450 million
in additional bonds—up to $200 million for reconstruction of existing
school facilities, with the balance for new construction.

o A $150 million annual appropriation of tidelands oil revenues tbrougb
1988-89. Of this amount, up to 5 percent may be used each year
for the Emergency Classroom program and the balance is used pri-
marily for new construction.

« School district “excess repayments.” These payments represent
the amount by which school district principal and interest payments

. on State School Building Aid loans exceed the amount needed to
service state school construction bonds issued for this program. The

- excess payments are primarily used to fund school district deferred
maintenance projects, with any remaining amount going to fund new
construction.
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Table 39 shows total revenues available for apportionment by the SAB
for school facilities aid during the prior, current, and budget years, as well
asthe allocations proposed by the Governor’s Budget. Actual expenditures
under SAB-administered programs in a given year may not equal the
revenues to the State School Building Lease-Purchase Fund or the De-
ferred Maintenance Fund during that year because (1) reserves may be
used to finance project grants and (23 the SAB may choose not to allocate
all revenues that become available during any one year.

Table 39
K-12 Education
Revenues Available for School Facilities Aid °
1983-84 to 1985-86 and Proposed 1985-86 Allocation
(dollars in millions)

Revenues » Proposed
Actual  Estimated Estimated Allocation
1983-84 198485 1985-86  1985-86

State School Building Lease-Purchase program (Con-
struction and Reconstruction):

Tidelands oil revenues. - $142.5 $142.5 $1425°¢
State School Building I.ease-Purchase Bond Act of 1982
(Proposition 1) $185.0 190.0 - —
State School Building Lease-Purchase Bond Act of 1984
(Proposition 26) — — 450.0 95.0
School Building Aid Bonds (Ch 764/84) ....eveeenrencsssines — 400 — 400
Excess School Building Aid loan repayments (General
Fund transfer) 26.9 — — -
Lease-Purchase rental reVENUES ...mcsmsssssssimsimsnessnes 3.1 15 15 15°
Subtotals $215.0 $374.0 $594.0 $279.0
Deferred Maintenance (Excess repayments) LI $63.2 $90.8 $71.2 $712
Emergency Classroom Program 16 754 75 75
Asbestos Abatement Program — 10.0 10.0 10.0
Totals $279.8 $482.3 $682.7 $367.7

2 This table illustrates only the revenue sources provided by current statutes. This is not a fund condition
statement and, accordingly, does not include any beginning balances for each school facilities pro-
gram.

bSchool districts receive apportionments from the State School Deferred Maintenance Fund 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 transferred to the State School Building Lease-Purchase
Fund.

¢ Assurnes that all funds from Proposition 26 bonds will be available for apportionment during 1985-86.
The State School Building Lease-Purchase Bond Act of 1984 provides $200 million available December
1, 1984 and $25 million monthly thereafter, up to total of $450 million. Actual expenditures during
1985-86 may be substantially less than $450 million, with balances available for apportionment in
following years. )

4 Up to 5 percent of tidelands oil revenues to the State School Building Lease-Purchase Fund during fiscal
years 1984-85 to 1988-89 may be used for the Emergency Classroom program (pursuant to Section
6217F (2) of ¥he Public Resources Code).

¢ From tidelands oil revenues, and Lease-Purchase rental revenues, the budget proposes to allocate $2
million for administrative costs associated with school facilities aid programs.

Budget Proposal. The Governor’s Budget proposes to allocate a to-
tal of $367.7 mmillion for school facilities aid during 1985-86. Of this amount,
the budget proposes to allocate $365.7 million in apportionments to local
fs:cﬁool districts and $2 million for state administrative expenditures, as
ollows:

o $95 million of the $450 million in revenues from Proposition 26 bonds;
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e $40 million from funds made available by AB 3067 (Ch 764/84) during
the current year;

o $150 million from tidelands oil revenues and $1.5 million from Lease-
Purchase rental revenues, to be used as follows—$142 million in allo-
cations to school districts through the Lease-Purchase program, $7.5
million for the Emergency Classroom program, and $2 million for use
by the Department of General Services and the Department of Edu-
cation in administering school facilities aid programs;

o $71.2 1uillion from “excess repayments” for deferred maintenance
expenditures. (Control Section 24.30 of the Budget Bill would author-
ize the SAB to make additional apportionments to school districts, on
a matching basis, above the limits established by current law); and

¢ $10 million from the Special Account for Capital Outlay to the Asbes-
tos8 Abatement Fund for apportionments to school districts during
1985-86.

a. State School Building Lease-Purchase Program

Through the State School Building Lease-Purchase program the SAB
apportions funds to local school districts for (1) acquisition and develop-
ment of school sites, (2) construction or reconstruction of school buildings,
and (3) purchase of equipment for newly-constructed buildings. School
districts rent the newly-constructed or reconstructed facilities from the
state under a long-term, lease-purchase agreement that calls for title to the
facility to be transferred to the district within 40 years. In most cases, rent
is paid to the state at the rate of $1 per year, plus (1) specified revenues
from the sale of surplus school sites, and (2) any interest earned on state
funds deposited in the county school lease-purchase fund on behalf of the
district. Because this amount is usually nominal in comparison to the
amount of state aid provided, the state essentially is providing a grant to
the districts for school construction or reconstruction.

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 new
school construction funds from the SAB for reasons other than overcrowd-
ing—for example, where a school has been destroyed by an earthquake.)
Districts may be eligible to receive funds for reconstruction of school
facilities which (1) were built over 30 years ago and have not been sub-
stantially reconstructed within the past 30 years and (2) will continue to
be utilized as schools for the foreseeable future. The maximum allocation
provided for reconstruction of any building is 25 percent of the building’s
current replacement value.

Legislation Needed to Require 10 Percent District Match

We recommend that the Legislature adopt budget control language and
enact legislation requiring school districts to contribute 10 percent toward
the cost of any project for which an apportionment is made from the State
School Building Lease-Purchase Fund.

Under the State School Building Lease-Purchase program, each school
district which receives an apportionment from tidelands oil revenues
must contribute an amount equal to 10 percent of the project’s costs. The
district may either (1) provide the matching contribution all at once
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during the first year or (2) contribute an amount equal to 1 percent of the
project’s cost each year for 10 years. Local matching funds are deposited
in the State School Deferred Maintenance Fund. To meet the 10 percent
match requirement, school districts may use revenues from “impact fees”
paid by local developers or the fair market value of land contributed by
a developer for a school site. The 10 percent match requirement may also
be reduced if a district uses relocatable structures for more than 10 per-
cent of the building area in a new school. ,

" The State School Building Lease-Purchase Bond Acts of 1982 and 1984
did not inc'-1de language specifically applying the 10 percent match re-
quirement to projects funded with bon(f revenues. UntH recently, howev-
er, the SAB had interpreted current law to require the 10 percent match
for all projects funded through the Lease-Purchase program, regardless of
funding source. 4

In a recent opinion, the Attorney General has indicated that the SAB
does not have the authority to require districts to make the 10 percent
match when projects are funded from bond revenues (rather than tide-
lands oil revenues). The Attorney General’s opinion is consistent with an
opinion issued in 1983 by the Legislative Counsel.

Based on the Attorney General’s opinion, the SAB discontinued the 10
percent matching contribution requirement, effective November 1984.
Because, in most cases, current law does not permit the SAB to waive the
10 percent match when apportionments are made from tidelands oil reve-
nues, the board has estag ished a policy of using only non-tidelands oil
funds, pending further action by the Legislature to establish a consistent
match requirement for all Lease-Purchase apportionments.

The SAB does have the authority to approve any lease-purchase project
“in whole or in part,” and thus has the option of providing only 90 percent
of the amount requested for a project that is to be funded from bond
revenues. Were the SAB to do so, it is not clear whether the board could
require the district to contribute the balance from its own funds, instead
of reducing project expenditures to the level of state funding provided.

Nearly school districts that have received funds for lease-purchase
projects have chosen to contribute 1 percent of the project’s costs each
year for 10 years, instead of making a one-time, 10 percent matching
contribution. As a result, only about $150,000 has been collected to date in
contributions from school districts receiving lease-purchase apportion-
ments from bond revenues. We estimate that if the 10 percent matching
requirement were imposed during the current fiscal year, contributions
from districts to the State School Deferred Maintenance Fund would total
about $2 million. During 1985-86, revenues from this source would in-
crease to approximately $3 million.

We believe it is appropriate for the school districts, which, after all, are
the primary beneficiaries of construction projects, to pay at least part of
the costs of these projects, regardless of what fund provides the state’s
share. Our conclusion is based on the following considerations:

o Fundings Source is Iirevelant. There is no apparent policy reason
why a matching contribution should be required for lease-purchase
projects funded with tidelands oil revenues, but not be required for
other lease-purchase projects. _

o More Sechools’ Needs Can Be Met. Requiring a matching contri-
bution from school districts increases the number of school facilities
projects which can be supported with the available state funds.

¢ Cost Sharing Ensures Local Responsibility. “The match require-
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ment helps to encourage the design of cost-effective projects because
districts must pay part of the cost of the project’s features.

e No Fiscal Hardship. Because the match requirement for projects
funded from tidelands oil revenues gives school districts the option of
contributing 1 percent of project costs each year for 10 years, the
requirernent does not impose an unreasonable hardship on local dis-
tricts. For a $1 million school; a district would be required to contrib-
%te :)inly $10,000 annually to the State School Deferred Maintenance

und.

o Current Law Provides Flexibility. Districts can also reduce their
required contribution by using relocatable structures as part of new
school facilities. We believe it is preferable to provide districts with
these options for meeting or reducing the 10 percent match require-
ment, rather than to direct the SAB to provide apportionments from
bond revenues equal to only 90 percent of a project’s costs.

For these reasons, we recommend the enactment of legislation that
specifically applies the 10 percent match requirement contained in cur-
rent law to alIl) projects which receive funds, from any source, through the
State School Building Lease-Purchase program. In order to give the SAB
the authority to require matching contributions from school districts re-
ceiving lease-purchase apportionments, pending.the enactment of such
legislation, we recommend that the Legislature adopt the following lan-
guage in a new Control Section 24.40:

“Notwithstanding any other provision of law, except as provided in
Section 17761 (b) of the Education Code, each school district to which
funds from any source are allocated from the State School Building
Lease-Purchase Fund shall either: (1) provide 10 percent of the cost of
the project from other district funds; or (2) agree to contribute,-each
year for a period of 10 years, to the State School Deferred Maintenance
Fund an amount equal to 1 percent of the cost of the project.”

b. Deferred Maintenance

The State Allocation Board apportions funds from the State School De-
ferred Maintenance Fund on a matching basis to school districts for (1)
deferred maintenance or (2) elimination of asbestos-related health haz-
ards. The match is one dollar for every dollar of local funds contributed
to the district’s deferred maintenance fund. Under current law, the
amount of this apportionment generally is limited to a maximum of one-
half of one percent of the district’s total general fund budget (excluding
capital outlay’).

Funding for the State School Deferred Maintenance Fund is provided
from “excess repayments’—the amount by which school district pay-
ments on State School Building Aid loans exceed the amount needed to
service state school construction bonds issued under that program. Of the
total amount of “excess repayments” received each fiscal year, the State
Allocation Board (SAB) transfers to the State School Deferred Mainte-
nance Fund the maximum amount which can be apportioned to school
districts under current law. Any remaining “excess repayment” funds
%‘en%rally are transferred to the State School Building Lease-Purchase

und.

The budget indicates that in 1985-86, excess repayments will total $71,-
166,000. The budget proposes that the full amount of the anticipated excess
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repayments be transferred by the SAB to the State School Deferred Main-
tenance Fund. This amount, ¥10wever, exceeds—by approximately $5 mil-
lion—the maximum amount which, under current law, may be allocated
during the budget year to school districts for deferred maintenance. Con-
trol Section 24.30 in the Budget Bill (discussed below) would authorize the
SAB to use the full amount in the State School Deferred Maintenance
Fund for deferred maintenance apportionments to local school districts
during 1985-86.

Similarly, the budget indicates that the full amount of anticipated excess
repayment: ‘n the 1984-85 fiscal year—$90,802,000—will be transferred to
the Deferred Maintenance Fund, and that none of these funds will be
transferred to the Lease-Purchase program. During this year, however,
current law limits total deferred maintenance apportionments to approxi-
mately $66 million. As a result, we estimate that if the SAB allocates excess
repayments funds as indicated in the Governor’s budget, approximately
$25 million will remain unspent at the end of the current fiscal year and
would be awvailable for apportionment during the budget year.

Increased Deferred Maintenance Apportionments—Control Section 24.30
We recommend approval.

Control Section 24.30 of the Budget Bill authorizes the SAB to make
additional deferred maintenance apportionments to local school districts
during 1985-86 only—above the one-half of one percent limit set by cur-
rent law—to the extent funds are available from excess repayments trans-
ferred into the State School Deferred Maintenance Fund. In order to be
eligible to receive an additional deferred maintenance apportionment, a
school district would be required to (1) submit an application to the SAB
and (2) certify that an equivalent amount of additional district funds will
be allocated for deferred maintenance to match any additional apportion-
ment provided. :

We estimate that approval of Control Section 24.30 would result in an
increase of approximately $30 million in the amount of funds available for
deferred maintenance apportionments during 1985-86—assuming that
about $25 million remains in the Deferred Maintenance Fund at the end
of the current fiscal year. Without this provision, these funds would be
transferred to the State School Building Lease-Purchase Fund to support
new school construction and reconstruction.

Our analysis indicates that it would be appropriate to authorize addi-
tional apportionments to local school districts for deferred maintenance
during 1985-86 because él) these funds could be used to reduce the cur-
rent backlog of deferred maintenance in local schools and (2) there is
sufficient revenue available from other sources to support the State School
Building Lease-Purchase program. Accordingly, we recommend approval
of Control Section 24.30.

Hardship Apportionments ,

We recomamend the enactment of legislation to (1) authorize the State
Allocation Board to reserve for “hardship apportionments” to school dis-
tricts of ans size up to 10 percent of the funds transferred to the State
School Deferred Maintenance Fund in any year and (2) specify that

" deferred maintenance apportionments to any district which receives a
hardship ap portionment shall be reduced for up to five years to offset the
increased apportionment. .

In cases of extreme hardship, school districts may qualify for a one-year
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increase in apportionments for deferred maintenance. In order to qualify
for a “hardship apportionment,” a district must have deposited at least
one-half of 1 percent 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 not sufficient 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 safety of students.

Prior to 1.:34, the law authorized the SAB to use up to 5 percent of the
funds transferred into the State School Deferred Maintenance Fund for
hardship apportionments during any fiscal year. The law specified that
districts receiving hardship apportionments would have their deferred
maintenance apportionments reduced in subsequent years for as long as
was necessary in order to offset the amount of ardsf';ip apportionment
received. Under this approach, a hardship apportionment constituted an
interest-free advance g*om the state deferrecf maintenance program for
the amount by which the cost of the project exceeded the district’s total
deferred maintenance budget in that year.

In 1984, in response to a recommendation we made in the Analysis of
the 1958485 Budget Bill, the Legislature enacted legislation (Ch 232/84
and Ch 268/84 increasing the maximum amount which could be reserved
for hardship apportionments to 10 percent of the Deferred Maintenance
Fund. The Legislature subsequently enacted AB 2948 (Ch 1234/84), which
eliminated, effective January 1, 1985, the SAB’s authorization to use the
full 10 percent for hardship apportionments to school districts of any size.
Instead, this measure (1) authorizes the SAB to reserve up to 5 percent
of the Deferred Maintenance Fund each year for hardship apportion-
ments to only those school districts with more than 2,500 units o? average
daily attendance (ADA) and (2) requires the SAB to reserve 5 percent of
the fund for hardship apportionments to only those districts with 2,500 or
fewer ADA.

In the case of hardship apportionments to districts with 2,500 or fewer
ADA, AB 2948 authorizes the SAB to (1) require the district to make a
matching contribution (to be determined by the board), (2) reduce de-
ferred maintenance apportionments to the district in future years to offset
the increased apportionments, or (3) waive repayment by the district.

The SAB has established the policy, effective January 1, 1985, of waiving
repayment of all hardship apportionments to districts with 2,500 or fewer
ADA. As areult, the SAB has changed the nature of small district hardship
apportionments from interest-free loans to grants. In the case of hardship
apportionments to larger districts, the act continues to require repayment
through the reduction of future deferred maintenance apportionments.

Our analysis indicates that (1) there is no need to reserve up to 5
percent of the Deferred Maintenance Fund for districts with more than
2,500 ADA and (2) it is not appropr:ate for the SAB to waive all require-
ments that small school districts which receive hardship apportionments
repay these funds through reductions in deferred maintenance apportion-
- ments in future years. '

No Need to Reserve Funds for Larger Districts. Nearly all of the
districts which apply for and receive deferred maintenance hardship ap-
portionments have fewer than 2,500 ADA. (During 1983-84, the SAB

anted oan four hardship apportionments, totaling less than $800,000, to

istricts with more than 2,500 ADA.) This is because the maximum appor-
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tionment under the regular deferred maintenance program, when
matched by district contributions, will provide a school district with 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
repair expenditures. For larger districts, however, a critical project can
usually be funded within the 1 percent provided through the regular
deferred maintenance program.

Accordingly, we believe the Legislature can accomplish more effective-
ly its policy objectives under this program if it allows the SAB to use up
to 10 perce t of the Deferred Maintenance Fund for hardship apportion-
ments to districts of any size. This would enable the board to (1) deter-
mine how much to allocate for hardship funds during any year and (2)
allocate these funds to those school districts with the greatest need.

Repayment Waiver is Not Appropriate. As noted above, the SAB
has adopted a policy of waiving repayment of all hardship apportionments
grantecf) to smaller school districts. We do not believe I£e Legislature
intended AB 2948 to be implemented this way. Rather, we suspect the
Legislature intended that waivers would only i;e granted in cases of ex-
treme hardship, where otherwise a district would be liable for repayments
tci): the state (in the form of foregone state funds) for an extended number
of years. : :

In establishing a policy of automatically waiving repayment for all hard-
ship apportionments to small school districts, the SAB has created incen-
tives for abusing this program. Specifically, the board’s policy may
encourage districts to define projects as “critical” merely for the purpose
of receiving hardship funds. In some cases, these projects may not be of
sufficient priority for the district to undertake them through the regular
deferred maintenance program, which requires a contribution of local
funds. Alternatively, districts may apply for hardship funds to complete
major projects that should more appropriately be funded through the
Lease-Purchase reconstruction program.

Our review indicates that such abuses may already be occurring. For
example, in January of 1985 (the first month in whic{l the SAB policy of
waiving repayment when into effect) the board approved applications for
hardship apportionments submitted by three small school districts for (1)
the replacement of inefficient heating and air conditioning units, (2)
leveling and resurfacing of a combination play area-parking %ot, and (3)
floor covering, and repaving of a bus driveway. In each case, it is not clear
that the project for which hardship funds were apportioned had to be
completed immediately in order to avoid either serious damage to school
facilities or to eliminate a hazard to the health and safety of students.

In addition, our analysis indicates that this policy may result in increased
administrative costs to the state, since it will be necessary to screen the
increased number of applications for hardship apportionments, in order
to limit apportionments to only those projects which are truly “critical,”
according to the criteria established by the Legislature.

It is appropriate to require local school districts to repay a portion of the
funds provided through a hardship apportionment or to contribute a por-
tion of project costs for the following reasons:

o It encourages districts to request hardship apportionments only for

those projects which are truly critical.

« It is inequiitable to provide grants for a few small districts for some

projects, while other districts must pay half the cost of each deferred
maintenance project.
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« The repayment or contribution requirement encourages districts to
find cost-effective ways to complete needed repairs.

At the same time, however, we believe that it is appropriate to limit the
liability of a district for major costs associated with an unforeseen, emer-
gency repair need. '

The Legislature, in AB 2948, authorizes the SAB to require repayment
“and/or a contribution by small districts which receive hardship funds. For
_a very small district which receives a large hardship apportionment for a
major repai, however, requiring full repayment could mean that the
~ district would not be eligible to receive any state funds for deferred main-
tenance for many years. Recognizing this problem, the Legislature also
gave to the SAB the option of waiving repayment by small districts. Rather
than waive repayment of hardship apportionments by small districts in
every case, the board should require at least partial repayment of hardship
apportionments by offsetting state apportionments to each district for u;
to five years. Such a policy, we believe, would be more in keeping witﬁ
the Legislature’s intent in approving AB 2948, and would (1) reduce the
incentive for districts to make inappropriate requests for hardship appor-
tionments, (2) encourage districts to make cost-effective use of hardship
funds, and (3) avoid imposing upon the district an excessive, long-term
financial liability. During the five years (or less, in the case of smaller
apportionments) in which state funds would be reduced to offset the
hardship apportionment, necessary deferred maintenance expenditures
could be supported with district funds.

Accordingly, we recommend the enactment of legislation (1) authoriz-
ing the State Allocation Board to reserve up to 10 percent of the funds
transferred to the State School Deferred Maintenance Fund in any year
for “hardship  apportionments” to school districts of any size and, (2)
specifying that deferred maintenance apportionments to any district
which receives a hardship apportionment shall be reduced for up to five
years, in order to offset the increased apportionment.

c.'Emergency Classrooms

We recommend that the State Allocation Board and the Department of
General Services report during budget hearings regarding (1) estimated
expenditures during 1984-85 and 1985-86 for the Emergency Classroom
Program, and (2) the reasons for delays in the processing of school district
applications for emergency classrooms. :

Through the Emergency Classroom program, the SAB allocates funds
for the acquisition and installation of relocatable classroom facilities, in-
cluding furnishings, to districts with overcrowded schools. The classrooms
may be relocated to another school site when they are no longer needed
because of declining enrollments or the availability of new facilities. Dis-
tricts rent these portable classrooms, on a year-to-year basis, at an annual
cost of $2,000 per building. Rental income, which will total approximately
$1.9 million in 1985-86, is used by the SAB for the construction and installa-
tion of additional emergency classrooms.

Additional Emergency Classroom Funds Unused. Additional funds
‘for the Emergency Classroom program are available from tidelands oil
revenues, which are appropriated to the State School Building Lease-
Purchase Program. In SB 1379 (Ch 268/84)—the trailer bill to the 1984
Budget Act—the Legislature authorized the SAB to use up to $7.5 million
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annually from these funds for emergency classrooms. At the time this
analysis was prepared, none of these funds had been used, although ap-
Elications frormn 70 school districts, for a total of 373 emer%ency classrooms,
ad been submitted to the SAB but not reviewed by the board’s staff, Staff
at the Department of General Services’ Office of Local Assistance indicate
that the processing of applications for emergency classrooms currently
takes at least one year. v : "

Our analysis indicates that the Emergency Classroom Program can pro-
vide a quick and cost-effective solution to overcrowding in schools. Be-
cause relocatable classrooms can be moved to other school sites in
response to changing enrollments, they are especially practical in areas
where recent high growth rates in the school-aged population are not
likely to continue. for more than 10 to 20 years. Given (1) the cost-effec-
tiveness of this program and (2) the need for emergency classrooms, as
demonstrated by the number of applications before the SAB, we see no
justification for the board’s apparent failure to allocate, in a timely man-
ner, funds which were provided by the Legislature expressly for this
purpose.

Accordingly, we recommend that the SAB and the Department of Gen-
eral Services report during budget hearings regarding (1) their estimate
of expenditures for the Emergency Classroom Program during 1984-85
and 1985-86, and (2) the reasons for delays in processing school district
applications for emergency classrooms.

d. Automated School Facilities Inventory

We recommend that the State Allocation Board and the Department of
General Services report during budget hearings regarding the implementa-
tion of an automated school facilities inventory. :

Assembly Bill 2743 (Ch 1680/84) directed the State Allocation Board, in
cooperation with the Superintendent of Public Instruction, to develop and
maintain an automated school facilities inventory that would be capable
of (1) indicating the statewide percentage of facility utilization and (2)
projecting school facilities needs five years in advance. The purpose of this
automated inventory system is to (1) assist the SAB in the allocation of
funds for school facilities and (2) provide a basis for the automation of the
application process for school facilities aid programs which are adminis-
tered by the Department of General Services” Office of Local Assistance
(OLA), as staff to the SAB.

Assembly Bill 2743 reappropriated $600,000 from tidelands oil revenues
to the State School Building Lease-Purchase Fund for implementation of
the school faeilities inventory in the current year. The act authorized the
SAB to allocate in 1985-86 and subsequent years an amount which the
board determines is necessary for the continuation of the automated
school facilities system. o

At the time this analysis was prepared, the SAB had not established an
automated school facilities inventory. The SAB and OLA appear to be
exi)eriencing substantial delays in completing a feasibility study and de-
veloping a technical plan for the acquisition of a data processing system
which can be used to establish and maintain the facilities inventory. If the
* feasibility study and technical plan cannot be developed by the OLA
within a reasonable time period, we believe it may be ::.:Epropriate for the
SAB to contract with a dg.ta,processing consultant with expertise in the
area of construction management to develop such a system. Accordingly,
we recommend that the State Allocation Board and the Department of
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General Services report during budﬁet hearings regarding the implemen-
tation of the automated school facilities inventory.

2. Department of Education—School Facilities Planning (Item 6100-001-344)
We recommend approval.

The budget includes $647,000 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 $8,000, or 1.3 percent, over
estimated 1584-85 state expenditures for this purpose.

Our analysis indicates that the amount proposed in the budget is needed
to support the ongoing responsibilities of t}ge School Facilities Plannin
Unit. Accordingly, we recommend approval of the request as budgeted.

3. Alternatives to School Construction—Control Section 24.20

We withhold recommendation on Control Section 24.20, pending re-
ceipt from the State Allocation Board of information regarding estimated
current-year incentive payments for year-round schools and alternatives to
new construction.

The Legislature in 1983 enacted two different bills which provide dis-
tricts with overcrowded schools incentives to use year-round schools or
other alternatives to the construction of new facilities—SB 813 and SB 81.
Senate Bill 813 (Ch 498/83) established payments to school districts of $25
ger pupil for every pupil in a school which is operated on a year-round

asis because of overcrowding. Senate Bill 81 (Ch 684/83) provided incen-
tive payments for school districts to use alternatives to new construction
(including year-round schools) to reduce or eliminate their need for new
school facilities. In order to be eligible to receive funds from either incen-
tive payment program, a district must have filed an application with the
State Allocation Board (SAB) for new school facilities and be eligible to
receive construction funding, '

In the 1984 Budget Act, t%e Legislature appropriated $7,687,000 from
the General Fund for both types of incentive payments. The Budget Act
included language which (1) provided that a district may receive either
type of incentive payment, but not both, and (2) limited the amount of
incentive payments which may be claimed by districts receiving state
reimbursement for the costs of operating year-round schools pursuant to
a court-ordered or voluntary desegregation program.

Both SB 813 and SB 81 require that the SAB certify to the Superintend-
ent of Public Instruction the amount of incentive payment due each quali-
fying school district. Senate Bill 81 provides that this certification shall be
made each year by December 15, beginning in 1984-85. At the time this
analysis was prepared, however, the SAB had not adopted a procedure to
estaglish the eligibility of school districts to receive incentive payments for
either year-round schools or alternatives to new construction. As a result,
the SAB had mnot certified the total amount of incentive payments due to
school districts during the current year. We anticipate that this certifica-
tion will be made during the spring of 1985, and that funds will be allocated
to districts:during the current year from the appropriation provided in the
1984 Budget Act. ‘ : C : _

- Control Section 24.20 of the 1985 Budget Bill reappropriates the unex-
pended balance of the funds which were provided for incentive payments
in the current year, to continue this program in 1985-86. Because the SAB
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has not yet determined total expenditures for this program during the
current year, we have no basis for determining whetEer the unexpended
balance to be reappropriated by this Control Section would provide an
appropriate level of funding for incentive payments in the budget year.
Accordingly, we withhold recommendation on Control Section 24.20,
pending receipt of information from the SAB regarding estimated cur-
rent-year expenditures for this program. -

C.. CHILD NUTRITION

The depsrtment’s Office of Child Nutrition Services administers the
state chﬂg nutrition program. The office also supervises the federally-
funded National School Lunch and Breakfast Programs and Child Care
Food Programm. These programs assist schools in providing nutritious meals
to pupils, with emphasis on providing free or reduced-price meals to
children from low-income households. »

Funding for Child Nutrition Programs. Table 40 summarizes fund-
ing for child nutrition programs in the prior, current, and budget years.

Table 40
K-12 Education
Funding for Child Nutrition Programs
1983-84 through 1985-86
(dollars in thousands)

Change
Actual Estimated  Proposed 1984-85 to 1985-86
- 1983-84 1984-85 1985-86 Amount Percent

State Operations:

General Fund .......ooerecersrnnrennnns $1317 ‘ $1,384 $1,900 $516 31.3%

Federal funds 4,425 6,074 6,309 235 3.9
Subtotals .........ccoomrerenersianicins $5,742 $7,458 $8,209 $751 10.1%

Local Assistance: )

General Fund ® .......ovvcennninnns $26,803 $28,384 $29.463 $1,079 3.8%

Federal funds .......eevceivennieenns 341,280 370,716 404,866° 34,150 9.2
SUBLOLALS ........cvcrerrrerenreernsssssissies $368,083 $399,100 $434,329 $35,229 88%
Totals $373,825 $406,558 $442.538 $35,980 8.8%

2 Amount for 1983-84 includes $639,000 from the State Child Nutrition Fund.
b Includes $500,000 from child nutrition reconciliation account.

The table shows that child nutrition programs are supported primarily
by federal funds. The budget proposes an increase of $751,000—or 10.1
percent—for state operations, and an increase of $35.2 million—or 8.8
percent—foxr local assistance. These changes are explained in the following
analyses of the state and federal child nutrition programs. -

1. Nutrition Education and Training Projects (NETP) (ltem 6100-021-001)
We recomamend approval. , »
The Nutri tion Education and Training Projects program, authorized by

Chapter 1010, Statutes of 1976, funds mini-grants to local educational agen-

cies and child care agencies to implement nutrition education programs

in the classroom. The program also provides nutrition education for food

service personnel. o
The budget proposes $580,000 from the General Fund for this program

in 1985-86. (TIlD"u's will be the first year that the program will receive
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funding in a separate budget item.) This amount would maintain the level
of funding provided in the current year.

Our ana'gﬁis indicates that this program is meeting its intended purpose
and, accordingly, we recommen(i) that the requested funds be approved.

2. State Child Nutrition Program (item 6100-201-001)-

We withhold recommendation on $29,463,000 requested from the Gen-
eral Fund for the child nutrition program, pending receipt of additional
information on the projected number of meals to be served.

The state child nutrition program provides a basic subsidy from the
General Fund for each meal served gy public schools, private not-for-
Eroﬁt schools, and. child care centers to pupils from low-income

ouseholds eligible for free and “reduced-price” meals.

The budget proposes. $29.5 million to d the state child nutrition
subsidy in 1985-86, an increase of 3.8 percent over the current-year level.
This amount (1) assumes that approximately the same number of meals
will be served in 1985-86 as were served in 1984-85, and (2) fully funds
a 3.8 percent statutory COLA, which is based on the “food away from
l&omel” component of the Consumer Price Index for San Francisco and Los

ngeles. , :

The Department of Education indicates that additional information on
the number of meals served during the current year will be available in
February 1985. This information will provide a better basis for estimatin
the number. of meals eligible for the state subsidy in 1985-86. We wi
review: this information and report on its implications for the state nutri-
tion program in 1985-86 during the budget hearings.

3. Federal Child Nutrition Program (ltem 6100-201-890)

We recommend approval.

The budget proposes an appropriation of $404 million from the Federal
Trust Fund for local assistance in 1985-86. This is an increase of 9.1 percent
over estimated expenditures in the current year.

Our review indicates that these federal funds will be expended for
appropriate purposes and, consequently, we recommend approval of the
funds as budgeted. :

- IlIl. NON-K-12 EDUCATION PROGRAMS
This section anal}ylrzes those programs administered by the Department
of Education which are not a part of the K-12 education system. These
include Child Development, Adult Education, and the Office of Food
Distribution.

A. CHILD DEVELOPMENT PROGRAMS

Table 41 summnarizes funding in the prior, current, and budget years for
child development programs, which include state preschool and child care
services. The budget proposes total expenditures of $299.6 million for state
operations and local assistance for child development programs during
1985-86—an increase of $10.6 million, or 3.7 percent, over estimated ex-
-~ Denditures during the current year. - '
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Table 41
K-12 Education .
Funding for Child Development Programs

© 1983-84 throdgh_ 1985-86

(dollars in thousands)
Change

Actual . Estimated  Proposed 1984-85 to 1985-86
1983-84 1984-85 1985-86 Amount Percent

State Operation:. - .....ocemcncenreeeane $3,380-. $4,127 - $4,097 —$30 -07%
Local Assistance:
State preschool .....co.ivcerecerrenns 33,176 33,871 35,232 1,361 4.0
Child care 237647 250,994 260,287 9,293 37
Subtotals $270,823 $284,865 $295,519 $10,654 3.7%
Totals $274,203 $288,992 $299,616 $10,624 3.7%
Funding Sources:
General Fund .........ooeerevreesnrennnas $272,176 $283,711 $294,848 $11,137 3.9%
Federal funds .........ureieececorssenes 1,955 1,957 1,957 — -
Special Account for Capital Outlay 72 C135 — —135 —100.0
Reimbursements. .........osecisvoosnns — 3,189 2811 —378 -11.8

1. Preschool (item 6100-196-001(a))

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 and by 70 private nonprofit agencies and institutions
of higher education. Together, they enroll approximately 19,250 children.

The State Preschool program also funds the preschool scholarship incen-
tive program (Ch 795/75), which provides scholarships for both preschool
teachers and aides in order to assist them in continuing their professional
development toward attainment of full credentials. '

Table 42 shows expenditures for the State Preschool program in the
prior, current, and budget years. :

Table 42
K-12 Education

State Preschool General Fund Expenditures

1983-84 through 1985-86

{dollars in thousands) .
Change
Actual  Estimated Proposed — 1984-85 to 1985-86
1983-84 1984-85 198586  Amount - Percent

State Operations $372 . $494 $499 $5 1.0%

Local Assistance . 33,176 33,871 35,232 1,361 40

Scholarship Incentive program.............. (186) (263) (261) (—-2) (—0.8)
_Totals $33,548 $34,365 $35,731 $1,366 4.0%

The budget proposes expenditures of $35.7 million from the General
Fund for State Preschool programs in 1985-86. This amount includes $499,-
000 for state operations and $35,232,000 for local assistance, and is 4 percent
more than the current-year funding level for this program.

Budget Proposal Exceeds Funding Needs

We recomamend that the Legislature reduce the proposed appropriation
for state preschool services by $115,000, in order.to reflect amounts avail-
able through reappropriation and to correct for technical budgeting errors.
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Consistent with this recommendation, we further recommend that the
Legislature reap propriate the unencumbered balance of funds appropriat-
ed by Ch 1604/84 in Item 6100-490. (Reduce Item 6100-196-001(a) by
$115,000.)

Our analysis indicates that, because of (1) a failure to account for unen-
cumbered current-year balances which will be available for reappropria-
tion ‘during the budget year and (23mtechnical budgeting errors, the
Governor’s Budget overstates the funding requirements of the state pre-
school prog.am in 1985-86 by $115,000. ,

Unencumbered Current-Year Balances Available. Chapter 1604,
Statutes of 1984 (SB 1674), appropriated $3 million to increase the per-
child reimbursement rates of “underfunded” child care and development
programs, including state preschools. Of this amount, $672,000 was all)locat-
ed by the Department of Education for state preschool reimbursement
rate increases in the current year. Because of delays in the establishment
of higher reimbursement rates, however, the new rates will only be effec-
tive during the second half of the current fiscal year. (This issue is dis-
cussed in greater detail as part of our analysis of the proposed budget for
Child Care (please see page 1165). As a result, approximately $336,000 of
the funds appropriated for state preschool rate increases will remain unen-
cumbered at the end of the current year, and may be reappropriated for
expenditure during the budget year. »

Technical Budgeting Errors. Qur analysis indicates that the
proposed budget for state preschool programs does not accurately reflect
the allocation of funds provided by SB 1674 to finance reimbursement rate
increases for child development programs. Specifically, the amount
proposed for state preschool is underbudgeted by $221,000, and the
amount proposed for child care services is overbudgeted by an equivalent
amount.

In order to reflect accurately the funding requirements of the state
preschool program in the budget year, therefore, we recommend a $115,-
000 reduction in the amount budgeted for this program in 1985-86 (that
is, $336,000 minus $221,000). Consistent with tEis recommendation, we
further recommend that the Legislature reappropriate the unencum-
bered balance of funds appropriated by Ch 1604/84 in Item 6100-490.
(Suggested language to reappropriate the unencumbered balance of pre-
school and child development funds appropriated by both Ch 1603/84 and
Ch 1604/84 is presented below, in our anaf;lsis of child development pro-

grams.)

2. Child Care (Items 6100-196-001(b) and 6100-196-890)

The Child Care program’s major goals are to (1) enhance the physical,
emotional, and developmental growth of participating children, (2) assist
families to become self-sufficient by enabling parents to work or receive
employment training, and (3) refer families in need of medical or family
support services to appropriate agencies.

Tﬁe Child Development Division (CDD) within SDE administers a
variety of subsidized child care programs. Over the years, several different
program structures have been established to target resources to specific
populations and /or to address specific types of needs.

Funding. Table 43 summarizes state and federal funding for child
care services in the prior, current, and budget years.
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For 1985-86, the budget proposes a total funding level of $260,287,000 for
child care local assistance—an increase of $9,293,000 over estimated cur-
rent-year expenditures—and $3,598,000 for state operations (a decrease of
$35,000). The changes primarily reflect:

o An increase of $9.8 million for a 4 percent cost-of-living adjustment in

payments to child care agencies;
¢ A decrease of $135,000 to reflect one-time capital outlay funds which
were fully expended in 1984-85; and
¢ A decrease of $378,000 in reimbursements for child care services pro-
vided '~ participants in federal job training programs. (One-time
federal funds for this program, which will operate during fiscal years
1984-85 and 1985-86, are provided through reimbursements from the

Expenditures and Funding

Local Assistance:
General Child Care:
Center Program—Public ..........
Center Program—Private ........
Center Program—Title 22.........
Family child care homes .........
County child care services........
Child Care Employment Act ..
Campus children’s centers
High school age parenting...........
Migrant day €are .......osssnenns
Special allowance for rent ............
Special allowance for hand-
icapped
Alternative Payment Program ....
Resource and referral ............uun.e.
Campus child eare tax bailout ...
Employer-sponsored child care ..
Protective services (respite) ...
Child care capital outlay (car-
ryover)

Subtotals
State Operations :...c..rmissssinns

Totals
Funding Sources:
General Fund ........iivssecenen
Federal funds ........eeoreeermmssrssivasioen.
Special Account for Capital Outlay

Reimbursements .......wsisessisssssins

1983-84 through 1985-86
(dollars in thousands)

Change
Actual Estimated  Proposed 1984-85 to 1985-86
1983-84 1984-85 1985-86 Amount  Percent
$127,982 .$132,627 $137,955 $5,328 4.0%
43,710 45,869 47,711 1,842 40
8917 8,813 9,168 355 490
4,199 4,438 4,616 178 40
5,896 5,991 6,231 240 40
— 3,078 2,622 —456 -174
5,648 5,759 - 5989 230 40
5,351 4810 5,002 192 40
8,350 82719 8,532 253 31
388 404 420 16 4.0
652 677 704 27 40
17,746 18,531 19,276 745 40
5,165 6,790 7,062 272 40
3,686 3,833 3,986 153 40
250 — - — —
163 1,007 1,013 6 0.6
244 8 — -8  —1000
$237,647 $250,994 $260,287 $9,293 37%
$3,008 $3,633 $3,598 —$35 -1.0%
$240,655 $254,627 $263,885 $9,258 3.6%"
$238,628 $249,346 $259,117 $9,771 3.9%
1,955 1957 1,957 — —
72 135 —_ —135 NA
— 3,189 2811 —-378 ~118

2 Reimbursements provided from federal funds intially appropriated to Department of Social Services for
implementakion of Child Care and Employment Act (Ch 1602/84) pursuant to interagency agree-

ment.
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Participation. Table 44 summarizes the scope of SDE-administered

child care services in each of the nine major types of programs which are
funded on the basis of daily enrollment. During the current fiscal year,
nearly 500 different public and private agencies will provide subsicﬂzed
child care services for an average daily enrollment of approximately 52,000
" children from low-income families. These agencies will receive reim-
bursements for each day an eligible child is enrolled in a child care pro-
gram. The aximum amount of réimbursement to be provided to each
agency is esiablished by a contract with SDE. _
' Additional child care services will be provided by (1) county welfare
departments, which are reimbursed on an hourly basis, (2) school districts
participating in the school ﬁﬁe parenting and infant development pro-
gram (SAPID), (3) respite child care programs, which provide short term,
protective services chif:l care, and (4) child care programs which contract
with local private industry councils to provide services to participants in
federal job training programs. : .

" Table 44

K-12 Education
Child Development Services

“ - Participation
1984-85
Number Average Days  Average Daily

Program ) Agencies of Service Enrollment
Center Program~—Public 108 246 28,237
Center Program—Private 182 250 10,727
Center Program—Title 22 54 - 46 2,243
Family child care homes 22 253 1,049
Campus child care 50 186 2,021
State migrant 22 148 .. 2463
Federal migrant 7 192 354
Alternative payment 40 252 - 4810
Handicapped children 1 - 238 162

Totals 492 R 52,066

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 CDD
entered into contracts with 13 agencies to provide assistance in developing
employer-sponsored child care services in local communities. Each con-
tractor was expected to have established at least one employer-sponsored
child care program by October 1, 1984. Language contained in the Supple-
mental Report to the 1953 Budget Act declared the Legislature’s intent
that these programs were to be fully self-supporting by the 1984-85 fiscal

ear. -
y\ The CDD has indicated that of the 13 agencies which contracted to
develop employer-sponsored child care programs during 1983-84, six
agencies were successful in helping to establish self-supporting programs
which were in operation by January 1985. Two additional agencies had
assisted in developing employer-sponsored child care programs which
were not yet operational because building construction had not been
completed. The remaining agencies had provided information to employ-
ers regarding employee child care needs and local services, and had devel-
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oped options which employers could use for providing child care services
directly, through vouchers, or as a component of flexible benefit plans.

Budget Proposal Exceeds Funding Needs

We recommend that the amount requested for child care services be
reduced by $2.2 million, in order to reflect amounts available through
reappropriation and to correct for technical budgeting errors. Consistent
with this recommendation, we further recommend that the Legislature
reappropriate the unencumbered balance of funds appropriated by Ch
1603784 anc’ €Ch 1604/84 in Item 6100-490. (Reduce Item 6100-196-001 (b)
by :$2,240,000.) . - o

. During 1984, the Legislature approved a number of bills which would
have substantially increased the size and scope of subsidized child care
and development programs. The Governor vetoed several of these meas-
ures—including bills which would have established extended day care
services for school-age children (SB 1717/SB 1718)—and reduced the ap-
propriations contained in those bills which were approved. After these
reductions, a total of $8.5 million was provided in two measures—AB 3138
(Ch 1603/84) and SB 1674 (Ch 1604/84)—to increase state support for
child care and development services in 1984-85. ' ,

Assembly Bill 3138 (Ch 1603/84) provided:

¢ $2.6 million to increase cost-of-living adjustments (COLAs) for all
state-funded child care programs, and '

o $1.5 million for the expansion of child care resource and referral
programs.

Senate Bill 1674 (Ch 1604/84) provided:

o $3 million to increase reimbursement rates for “underfunded” child
care and development E]rlograms, including preschools, C

e 31 million for respite child care for children in need of protective
services, and :

. $40(2i000; to expand child care services for children with exceptional
needs. ,

From these appropriations, a total of $157,500 was allocated to CDD for

administration of expanded child care services in the current year. The
Governor’s Budget proposes to continue this increased level of support for
child care services during 1985-86, and includes $112,000 for state opera-
tions costs associated with the expansion in 1985-86. -
- Our analysis indicates that, because of delays in the implementation of
the program expansion authorized by AB.3138 and SB 1674, approximately
$2.4 million of the $8.5 million appropriated by these measures will be
unencumbered in the current year and, thus, available for reappropriation
in 1985-86. Of this amount, $2,019,000 may be reappropriated for child care
services and $336,000 may be reappropriated for state preschool programs.
Our analysis further indicates that, because of technical budgeting errors,
the Governor’s Budget overstates the funding needs of child care services
by an additional $221,000. In total, therefore, we estimate that the Gover-
nor’s Budget request exceeds by $2,240,000 (that is, $2,019,000 plus $221,-
000) the f%nding requirements for child care in 1985-86.

Implementation of 1984 Legislation Delayed. Legislation adopted
during 1984 appropriated sufficient funds to fully fund authorized pro-
gram expansion for the entire 1984-85 fiscal year. The CDD has begun to
implement the provisions of these measures. Because of delays in- (1)
establishing increased reimbursement rates and (2) soliciting and review-
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ing applications to grovide new child care services, however, not all of the
funds appropriated by the Legislature can be used during the current
year. Under current law, funds which are not encumbered for child care
contracts by June 30, 1985 will revert to the General Fund.

Table 45 shows the estimated expenditures and remaining balances
available for reappropriation from funds provided in AB 3138 and SB 1674.

" Table 45 ‘
K-12 Education
Child Care Services ° ;
Estimated Expenditures and Balances Available for Reappropriation -
i .. From 1984-85 Expansion Funds
“(dollars in thousands)

- Estimated  Available For
v : Appropriation - Expenditures Reappropriation
Reimbursement Rate Increases S

Child care ; : $2,238 $1,119 $1,119
Preschool " , (672) (336) (336)
Resource and Referral Programs —_— 1,475 775 700
Respite Child Care 970 ‘ 970 —
Exceptional Needs raneen 388 188 . 200
‘Totals : : —— $5,071 $3,052 $2,019

2 Local Assistance

Technical Budgeting Errors. As noted in our analysis of state pre-
school programs, our analysis indicates that the proposed budget for child
care services does not accurately reflect the allocation of funds provided
by SB 1674 for reimbursement rate increases. Specifically, the amount
proposed for child care services is overbudgeted by $221,000 and the
amount proposed for state preschool programs is underbudgeted by an
equivalent amount.

In order to reflect accurately the funding requirements of child care
setvices in -the budget year, tﬁerefore, we recommend a reduction of
$2,240,000 from the amount budgeted for these services in 1985-86. Con-
sistent with this recommendation; we further recommend that the Legis-
lature adopt the following reappropriation language in Item 6100-490:

“___. The unencumbered balances of Section 4 of Chapter 1603 of the

Statutes of 1984, and Section 7 of Chapter 1604 of the Statutes of 1984,

for the purpose of child care and development services, as specified in

.those sections.” . :

Budget Guidelines Needed for Child Care Programs

We recommend that the Legislature adopt supplemental report lan-
guage directing the Department of Education to develop budget guide-
lines regarding the use of state funds by child care agencies, bécause some
agencies have allocated an escessive amount of these funds to administra-
tive costs. : o
. Public and private agencies which provide child care services through
contracts with the Department of Education receive state funds as reim-
bursement for the agencies” actual and allowable expenditures, up to a
maximum amount specified in each agency’s contract. Allowable expendi-
tures are defined in the funding terms and conditions issued annually by
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SDE. Currently, however, there are no guidelines regarding the allocation
of state funds to the various categories of allowable expenditures: (such as
administrati ve salaries, teacher salaries, and instructional supplies).
.. Inan effortto achieve greater funding for program services, the Legisla-
ture, in SB 813 (Ch 498/83), has required school districts which receive
state child development funds to spend at least 85 percent of those funds
at school sites for (ifrect services to children. Current law does not, howev-
er, apply this requirement to private agencies which receive state funds
for c il(i’ care services. ,

Our rev. =w of expenditures by child care agencies indicates that, in
some cases, private child care centers have allocated an unusually large
share of program funds to administrative costs, leaving a relatively low
level of expenditures for teaching and the direct care of children. More-
over, Program Quality Reviews conducted by SDE have indicated that
low levels of expenditure for direct services to children frequently are
associated writh lower than averatie levels of program quality.

Accordingly, we recommend that the Legislature direct the Depart-
ment of Education to adopt budget guidelines regarding the allocation of
state child care funds by alil public and private agencies. These guidelines
should specify minimum allocations for direct services to children (includ-
ing salaries for teachers and aides, and instructional supplies). Specifically,
we recommend that the Legislature adopt the following supplemental
report language:

“The Department of Education shall develop budget guidelines regard-

ing the allocation of state funds by all public and private child care

agencies. These guidelines shall include requirements specifying mini-
mum expenditures for direct services to children.”

B. ADULT EDUCATION | »

The Office 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) testing. Adult edu-
cation ADA is estimated to be 162,615 in 1984-85. ‘

Table 46 shows the state operations and local assistance funding for adult
education in the prior; current, and budget years. -

Table 46
K-12 Adult Education Funding
1983-84 through 1985-86
(dollars in thousands) L
o : Change
Actual Estimated Proposed 1984-85 to 1985-86
1983-84 1984-85 1985-86 Amount . Percent

State Operations: i
General Fund............. R $226 $252 $244 —38 -32%

Federal funds 642 - 821 882 61 74

Special Deposit Fund : 115 150 145 ) -5 =33
Subtotal§ ... e $983 $1,223 1271 ¢48 '3.9%

Local Assistance: )

General Fund......oveerreerivenne $159,993 $181,010 $197984 - - $16,974 9.4%

Federal funds . ....ccooomivenivnnnes 7,220 - 9,288 9,288 - —

Reimbursemen ts .......meemseernns 91 91 91 - —
Subtotals ........comeerrrennn $167,304 $190,389 $207,363 $16,974 8.9%

Totals - $168,287 $191,612 $208,634 $17,022 8.9%
Positions 17.7 18.1 18.1 -
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1.- State Adult Education Program (ltem 6100-156-001)

We recommend approval. o ,

The budget proposes a General Fund appropriation of $198 million for
adult education local assistance (including adults in correctional facilities)
in 1985-86.-This represents an increase of $17 million, or 9.4 percent, over
estimated expenditures in the current year. The proposed increase for
1985-86 consists of (1) $4.5 million to fund a 2.5 percent increase in enroll-
ment, (2) *11.0 million to fund a statutory 6 percent cost-of-living adjust-
ment, and (3) $1.4 million to continue providing equalization aid pursuant
to SB 813 (Ch 498/83). :

The budget also proposes $244,000 from the General Fund for state
operations associat'eg with the adult education program, a decrease of 3.2
percent compared to estimated current-year expenditures.

Our review indicates that the budget proposal is reasonable and, accord-
ingly, we recommend that the requested amount be approved.

Report on Concurrent Enroliment ‘

-In the supplemental report to the 1984 Budget Act, the Legislature
directed the Department of Education to submit by December 30, 1984,
areport on the impact of funding high school pupils who are concurrently
enrolled in adult education programs at the districts’ adult revenue limit
rate. The department submitted its report on January 10, 1985.

We did not have sufficient time to review the report prior to completing
work on this analysis. When our review is completed, we will report our
recommendations and comments to the Legislature as appropriate.

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 agult education, an amount equal to estimated current-year
expenditures. The budget also proposes $882,000 in federal funds for state
operations, an increase of 7.4 percent. These funds are provided under the
federal Adult Basi¢c Education Act to support basic skills instruction for
adults with less than an eighth grade level of education.

Our review indicates that this program is serving its intended purpose,
and therefore we recommend that the requested amount be approved.

3. Adults in Correctional Facilities (ltem 6100-158-001)

- We recommend that the Legislature direct the Department of Finance
to explain at the time of budget hearings why the Governor’s Budget fails
to provide full funding for the adults in correctional facilities program’s
6 percent statutory COLA.

The budget proposes to continue the 1984-85 level of General Fund
support of $1.3 million for education of adults in correctional facilities,
increased by $54,000 for a 4 percent cost-of-living adjustment (COLA).
Current law (Education Code 41841.5), however, provides for a 6 percent
COL.A, which would require an increase of $80,760 above the 1984-85
level. Our review indicates, therefore, that the budget underfunds the
statutory COLA by approximately $27,000.
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We recommend that the Legislature direct the Department of Finance
to explain why the administration has chosen not to fund this one statutory
COLA, while providing full funding for all other statutory COLAs.

C. OFFICE OF FOOD DISTRIBUTION (items 6100-001-687 and 6100-203-890)

The Office of Food Distribution (OFD)—formerly the Office of Surplus

- Property—within the State Department of Education administers the Sur-
plus Food program and the Temporary Emergency Food Assistance pro-
‘gram (TEFAP). , o ) ' _

¢ Undeé: ‘he Surplus Food program, the OFD receives surplus food
commodities donated from the United States Department of Agricul-
ture (USDA) and distributes them to eligible agencies throughout the
state. The bulk of the food received is distributed to schools, and the
rcleglt ils delivered to child care centers and food programs for the
elderly. : .

e Under the Temporary Emergency Food Assistance irogmm, the
OFD distributes agricultural commodities to food banks, charitable
institutions and other nonprofit agencies. v

The Office of Food Distribution is entirely self-supporting. Local agen-

cies that receive commodities under the Surplus Food program are as-
sessed processing and handling charges that are sufficient to cover 100
percent of the office’s costs. For delivering food under the TEFAP pro-
gram, the OFD receives federal funds to reimburse state and local deliv-
ery costs.

Table 47 shows the value of food distributed, as well as the OFD’s

expenditures and revenues, from 1983-84 through 1985-86. - :

Table 47
Department of Education
Office of Food Distribution
Distribution Activity and Administrative Costs
1983-84 through 1985-86
(dollars in thousands)

: Change
Actual . Estimated Projected 1984-85 to 1985-86
1983-84 1984-85 1985-86 Amount Percent
Commodities Distributed: . :
Surplus Food Program .
Total value of food dis- : ‘ .
tributed ® ....osccisrrcnerirrininne $90,000 - $92,000 - $92,000 — —_
(Number of agencies par- B
HCPAHNG) oo (25750 (2,945) (3,140) (195) (6.6%)
Temporary Emergency ' :
Food Assistance Program
Total value of food dis
EDULE. ot 100,000 100,000 100,000 — —
(Number of agencies par- : . o
HOIPAHNG) evvnervrrsnssrene ) (51) (51) - S
Administrative Costs: . : ; ,
SEALE P oorrerresseerrssessrsmisnies $9,307 $9,772 $10,261 $489 5.0%

LOCAL ® s 1,929 3,000 3,000 — —

2 Includes “bonus” food commodities.
The state is reimbursed for these costs through fees charged to local agencies.
¢ Includes the federal funds provided for the purpose of reimbursing local agencies’ claims for their costs
of delivering food received under the TEFAP program.
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As shown in Table 47, in the budget year the OFD will distribute an
estimated $92 million in donated food commodities under the Surplus
Food programm and approximately $100 million in food commodities under
the Emergency Food program. _

Table 48 shows the Office of Food Distribution’s expenditures and fund-
ing, as indicated in the Governor’s Budget, for the prior, current, and
budget years. The state expenditures shown in the budget are substantial-
ly higher +»an the amounts shown in Table 48. State expenditures have
been purpc.ely overbudgeted in order to reflect the maximum expendi-
ture level which the OFD could possibly realize during a given fiscal year.
The amounts indicated in Table 47 reflect a more realistic estimate of
expenditures.

Table 48
Department of Education
Office of Food Distribution
Expenditures and Funding
1983-84 through 1985-86
(dollars in thousands)

Change

Actual = Estimated Proposed - 1984-85 to 1985-86
1983-84 1984-85 198586  Amount = Percent

Administrative Costs:

State $15,866 $29.317 $28,844 —$473 —1.6%
Local * 1913 3,000 3,000 — —
Totals 317,779 $32,317 $31,844 —8§473 ~15%
Funding Sources:
Donated Food Revolving Fund ........... — - $97317 $26,844 ~$473 —-17%
Surplus Property Revolving Fund ......... $14,310 — - —_ -
Reimbursements 5 — —_ — —_
Federal Trust Fund .......uooeevvvvvvvsineenns 3,464 5,000 5,000 — —
Personnel-years 151.3 1161 1159 -02 —-02%

2 Includes the federal funds provided for the purpose of reimbursing local agencies’ claims for their costs
of delivering food received under the TEFAP program.

As shown in Table 48, the budget proposes aggregate expenditures of
$31.8 million for the OFD in 1985-86—a decrease of $473,000, or 1.5 per-
cent, below estimated 198485 expenditures. This decrease, however, will
be offset by the amount of any salary or benefit increase approved for the
budget year. T'o administer the Emergency Food lleogram in 1985-86, the
budget includes $5 million in federal funds—$2 million for state operations
and $3 million for local assistance. .

Management Report Indicates Potentially Significant Savings :

We recommend 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,
1985 on (1) the status of the department’s efforts to comply with the
recommendations outlined in the Management Analysis Report of Califor-
nia’s Food Distribution program completed in December 1984 and (2) the
estimated savings that will be realized through compliance.
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In the Supplemental Report to the 1984 Budget Act, the Legislature
directed the State Department of Education (SDE) to contract for an
independent evaluation of the food distribution program, and specified
that the report should include:

» asurvey of the costs incurred by school districts and other local agen-
cies in storing and distributing surplus food commodities distributed
by the OFD, N »

» an analysis of the costs and savings associated with increasing the
frequency with which surplus commodities are distributed to local
agenc. 3, ‘ ,

o a comparison of the costs and projected levels of commodity usage by
local agencies, under both the current distribution system operated
by the OFD and various options, including contracts with commercial
distributors, and regional warehouses operated by the state, school
districts, or other agencies, and ,

o recommendations for improving the cost-effectiveness of the Surplus
Food program.

The SDE included these items within the scope of a management analysis
for which it had already contracted with the Arthur Young Company. The
report was submitted to the Legislature in December 1984,

The report makes 12 recommendations, the most significant of which
call for (1) reorganizing the central office; (2) reducing staffing levels in
the state warehouses; (3) reducing the inventory levels in the two state
warehouses from six months to two months; (4) discontinuing the use of
state processing for local agencies; and (5) changing the current distribu-
tion system to a completely commercial system based on four regional
centers. In sum, the report concludes that implementation of its recom-
mendations would result in client agencies receiving commodities earlier
in the school year, at a lower total cost than under the current system.

Eleven of the 12 recommendations pertain to the OFD’s current distri-
bution system and, if implemented, would result in potential savings of
nearly $3.5 million annually. The report further estimates that, if the OFD
were to switch to a completely commercial distribution system with four
regional centers, an additional $500,000 in savings could potentially be
realized annually. -

The potential savings identified in the Arthur Young report represent
nearly one-third of the OFD’s total annual operating expenses. If the OFD
were fully able to realize these savings, the amount of handling charges
assessed recipient agencies could be reduced commensurately.

Our review indicates, however, that the OFD may not be able to realize
the full $4 million in potential savings identified in the Arthur Young
report. We find that implementation o%some of the report’s recommenda-
tions would require changes in current USDA ordering and shipping poli-
cies. In addition, implementation of some recommendations might reduce
total costs while at the same time shifting costs from the state to the local
agencies served. In such cases, it might be appropriate for the OFD to
redistribute part of its savings to these agencies.

Given the magnitude of the potential savings identified in the report,
we believe the Legislature needs to monitor the extent to which these
savings are being achieved. Accordingly, we recommend that the Legisla-
ture adopt the following supplemental report language calling for a report
on the d%partment’s implementation efforts:

“The State Department of Education shall report to the Joint Legisla-
tive Budge t Committee and the fiscal committees by November 1, 1985,
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on (1) the implementation status of the recommendations outlined in
the Management Analysis Report of California’s Food Distribution pro-
gracrln completed in December 1984 and (2) the estimated savings real-
ized.”

Revision of Revolving Fund Balance Target Level Warranted

We recommend that the Legislature adopt supplemental report lan-
guage direnting the Department of Education to (1) revise by November
‘1, 1985, th. target level for the reserve balance in the Donated Food
Revolving Fund for 1985-86, (2) achieve and maintain the revised target
level of reserves in the budget year, and (3) report quarterly to the Legisla-
ture on the balance in the fund. :

A reserve balance in the Donated Food Revolving Fund is necessary
because (1) payments of service and handling charges by agencies receiv-
ing commodities may lag several months behind OFD expenditures for
operating costs and food processing contracts and (2) it enables the OFD
to enter into processing agreements on short notice, when increased sup-
plies of food commodities become available. Existing law, however, pro-
vides no ceiling on the reserve balance which may be maintained in the
Donated Food Revolving Fund. A growing balance indicates that schools
and other agencies receiving coimmodities are being charged more than
it costs the OFD to acquire, process, and distribute those commodities.

Because the Department of Education had failed to monitor adequately
revenues and expenditures under the Surplus Food program, the reserve
balance in the Surplus Property Revolving Fund increased to approxi-
mately $17.6 million at the end of 1981-82 and to $19.3 million at the end
of 1982-83. Consequently, the USDA 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. In addition, the Legisla-
ture directed the Department of Education in the Supplemental Report
of the 1984 Budget Act to (1) achieve and maintain a target level of
reserves in the Surplus Property Revolving Fund (now the Donated Food
Revolving Fund) equal to $7 million and (2) report quarterly to the
Legislature on the balance in the fund. o

In order to reduce the reserve balance in the revolving fund, all service
and handling charges were suspended in 1983-84. As a result, the reserve
was reduced in 1983-84 from a beginning balance of $19.3 million to an
estimated ending balance of $7.6 million. The balance at the end of the
first quarter in 1984-85 was reported by the department to be $6.3 million.
Therefore, the OFD has achieved and maintained the target level of
reserves specified by the Legislature. ' i

The current target is based on expenditure data that is no longer rele-
vant. Therefore, a revised target level is warranted.

We believe a target level based on expenditures in the current year
would be more appropriate, for two reasons. First, as discussed earlier, the
OFD estimates that savings will be realized in the current year due to the
implementation of recommendations made in the management report.
Second, 1984-85 expenditures should more accurately reflect the costs of
the Surplus Food program because it is the first year in which the OFD’s
operations do not reflect costs associated with the surplus hardware pro-
gram. (This program was transferred to the Department of General Serv-
ices at the end of 1983-84.)
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Our analysis indicates that the earlier USDA standard—six months of
actual operating and processing expenses for the target level of reserves—
continues to be appropriate. Because the OFD’s current-year expendi-
tures should decline to the extent recommendations in the management
report are adopted, this standard would result in a target level that is less
than $7 million. : , L

The budget, however, proposes to maintain an $11 million reserve bal-
ance in the Donated Food Revolving Fund during both the current and
budget years. This is because the OFD projects revenue to the fund based
on the han'ling fees that it currently charges..The OFD states that the fee
level will be reduced as savings are realized. In order to ensure that this
occurs, we recommend that the Legislature adopt the following supple-
mental report language:

“It is the intent of the Legislature that the Office of Food Distribution
shall reduce its service and handling charges in 1985-86 such that a
reserve balance equaling not more than six months of operating and
processing expenses in 1984-85 is achieved and maintained in the
Donated Food Revolving Fund. The Department of Education shall
report to the Joint Legislative Budget Committee and the fiscal commit-
tees on September 15, 1985, the target level to be maintained in the
revolving fund, and shall report guarterly thereafter, the average re-
serve balance in the Donated Food Revolving Fund during the preced-
ing calendar quarter.” v

IV. STATE DEPARTMENj‘ 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 Food Distribution within SDE are discussed elsewhere in this analysis
and are not treated here.

A. OVERVIEW OF THE DEPARTMENT'S BUDGET FOR 1985-86- (ltems 6100-
001-001 and 6100-001-890) : .

Table 49 shows state operations expenditures for the State Department
of Education (excluding the State Library, state special schools, and Office
of Food Distribution) in the prior, current, and budget years. These ex-
penditures are proposed at $72.7 million in 1985-86, of which $30.9 million
is requested from the General Fund.

The budget proposes an increase of $1,581,000, or 5.4 percent, in General
Fund support for the department. This increase will grow by the cost of
any salary or staff benefit increases provided in the Budget Act. v

Table 49 shows that total Department of Education expenditures are
expected to increase by $3.2 mi.ﬁion, or 4.5 percent, while General Fund
expenditures by the department are proposed to increase by $1.6 million,
or 5.4 percent. The most significant reason for the difference is that federal
funds—which account for roughly half of the department’s total expendi-
tures—are anticipated to increase by only 3.8 percent in the budget year.

The Govermnor’s Budget reflects a determination by the Department of
Finance that various revenues previously deposited in the Special Deposit
Fund should be budgeted as reimbursements. The shift in funding
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. between these two sources results in the 59 percent decrease in Special
Deposit Fund revenues and the 41 percent increase in reimbursements
shown in Table 49. Total funding from these two sources, however, is
expected to increase by only 3.1 percent in 1985-86.

Table 49
Department of Education
State Operations Funding °
1983-84 through 1985-86
(dollars in thousands)

Actual Estimated Proposed Change
1983-84 198485 1985-86 Amount Percent

A. Department of Education Funding:

General Fund $25898  $29,345  $30,926  $1,581 5.4%
Federal Funds 29847 33904 35192 1,288 338
Special' Account for Capital Outlay.................. 37 47 - —47  -1000
Environmental License Plate................ 100 111 123 12 108
Driver Training Penalty Assessment . 255 359 500 141 39.3
Private Postsecondary Education .. 715 855 892 37 43
School Building Lease-Purchase............cooosveere 506 639 647 8 13
Special Deposit 1,081 1,603 663 —940 —58.6
Student Tuition ReCOVETY ..wcwvmicesnrnnissonns 34 50 52 2 40
Subtotals $58473  $66913  $68995  $2,082 3.1%
b. Reimbursements $2,726 $2,610- $3,679  $1,069 41.0

“Totals...... $61,199 - $69,523  $72,674  $3,151 C 45%

2 Excludes state special schools, Office of Food Distribution, and State Library.

1. Significant General Fund Changes in 1985-86 '

Table 50 shows the components of the $1,581,000 (5.4 percent) increase
in General Fund support proposed for the State Department of Education
in the budget year.

The most significant changes shown in Table 50 are (1) baseline changes
to maintain the existing budget, including the elimination of $1,524,000 in
one-time funding provided in the current year, and an increase of $363,000
for inflation and merit salary adjustments (—$1,006,000); (2) an increase
to expand the California Assessment Program to include tests of students’
writing abilities in grades 8, 10, and 12 ($1,175,000); (3) an increase to
restore $550,000 appropriated by the Legislature for consultant and profes-
sional services ($400,000) and travel ($150,000) but vetoed by the Gover-
nor; and (4) areduction to eliminate funding provided in the current year
to cover the California High School Proficiency Examination (CHSPE)
deficit (—$500,000).

2. Personnel

_ Table 51 shows the number of funded positions (personnel-years), by
fund source, in the Department of Education. The budget proposes an
increase of 10.1 (0.8 percent) in the number of funded positions, of which
7.7 would be supported by the General Fund.
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Table 50
Department of Education
Proposed General Fund Budget Changes
State Operations *

1985-86
o (dollars in thousands)
1984-85 Expenditures (revised) ' $29,345
A. Changes to maintain existing budget

1. Employee  compensation $99

2. Inflation/merit salary adjustments 363

3. Elimination of one-time funding in 1984-85 —1,52

4. Other changes 56

Total, changes to maintain existing budget —$1,006
B. Program Chamnge Proposals

L. California Assessment Program—Writing Skills ...cc.oouseemsssissssnesns $L175

2. Restoration of Governor’s Veto . 550

3. Elimination of Funding for CHSPE deficit —500

4. Commissien on School Governance 250

5. Office of Intergroup Relations ; 206

6. School District Management Assistance Teams : 170

7. Apportionments Documentation 158

8. Instructional Materials . 152

9. Sunset Review Committees 114

10. Child Care Administration , 112

11. Bilingual Education 97

12. Restoration of Abolished Positions 88

13. Genetic¢ Diseases Workshops .......... : 25

14. Maritime ‘Academy Personnel Services -10 )

Total, Program Change Proposals ... $2,587
1985-86 Expenditures (Proposed) $30,926
Change from 1984-85: .

Amount $1,581
Percent . i 5.4%
2 Excludes state special schools, Office 'of Food sttnbuhon and State lerary
' Table 51

Department of Education
Personnel Years by Fund Source ©
1983-84 through 1985-86

Actual - Estimated Proposed Cbange‘ k
‘ : 198384  1984-85 = 1985-86 Amount Percent
Department of E.ducation

General Fund . 388.6 3854 393.1 7 2.0%
Federal funds -396.5 4310 4343 33 03
Other funds..... 356.2 499.8 4919 —09 02
Totals v 1,141.3 1,239.2 1,249.3 10.1 0.8%

2 Excludes state special schools, Office of Food Distribution, and State Library.

Inaccurate Budgef Display of State Operations Funding

We withhold recommendation on $64,588,000 in state and federal sup-
port requested for the Department of Educatlon 's state operations, pend-
ing receipt from the Department of Finance of a document which
accurately displays how these funds will be used. o

The Governor’s Budget proposes appropriations of $30,075,000 from the
38--79437 V

ERNPRNE
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General Frund and $42,584,000 in federal funds for suﬂport of the Depart-
ment of Education’s state operations in 1985-86. By the time this analysis
was completed, we had received sufficient information (usually in the
form of budget change proposals) to permit a meaningful analysis of only
$8:071,000 of this amount. We cannot analyze the need for the balance of
the funds requested—$64,508,000. ‘ _ »

Our initial review of funding for the Department of Education disclosed
numerous inaccuracies and inconsistencies in how the state operations
componerni . of the department’s funding request was displayed in the
Governor’s Budget. For example, the budget document incorrectly indi-
cates that General Fund support for the state operations component of the
child nutrition program wilf)increa'se from $1.4 million in 1984-85 to $1.9
million in 1985-86—ari increase of 37 percent. The Governor’s Budget also
incorrectly shows federal support for the state operations component of
the instructional materials program at $4.5 million, even though no federal
funds will actually be provided for this program in the budget year. Fiscal
staff at the Department of Education have informed us that they are
unable to verify the amounts proposed for state operations in the Gover-
nor’s Budget. ; ‘

The Department of.Finance’s budget staff advises us that, while the
distribution of the individual components of state operations funding is
not accurately displayed, the total level of funding for state operations is,
in their opinion, correct. We are unable to verify this claim.

Accordingly, we withhold recommendation on $64.6 million in state and
federal fun‘(gis requested for support of the Department of Education’s
state operations in 1985-86, pending receipt from the Department of Fi-
nan:i:e of a document which accurately displays how these funds will be
used.

B. DIVISION OF PLANNING, EVALUATION AND RESEARCH

The Division of Planning, Evaluation and Research is the department’s
centralized evaluation unit. Its main functions are to administer (1) the
California Assessmient Program, (2) the California High School Proficien-
cy Examination; anid (3) various program evaluations. The division is also
responsible for implementing the Education Improvement Incentive Pro-
gram (discussed ef;ewhere in the analysis) and the Golden State Examina-
tion Program, both created by SB 813. The division has 56.1
personnel-years in the current year.

Table 52 shows expenditures and funding for the Division of Planning,
Evaluation and Research in the prior, current, and budget years..

1. California Assessment Program

The California Assessmerit 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, (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,” such as
reading, writing, and basic mathematics. '
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Table 52
Department of Education
Expenditures and Funding for the Division of
Planning, Evaluation and Research °
1983-84 through 1985-86
(dollars in thousands) T Change

Actual  Estimated Proposed — 1984-85 to 1985-86
1983-84 198485 198586 Amount  Percent

Special Studies andl Evaluation Reports ...  $1,689 $1,690 $1,781 $91 " 54%
California Assessment Program (CAP) ...... 3,107 3,423 3,844 421 123
California High School Proficiency Exami-

nation (CHSPE) ....ccnincniveininnes 775 - 751 755 4 0.5
Educational Planning and Information

Center 478 678 725 47 6.9
Totals . $6,049 $6,542 $7,105 $563 - 86%
Funding Sources: :
General Fund......... $2,097 $3,328 83,157 —$171 —51%
Federal Funds ....... 3,616 2878 3225 347 121
Special Deposit Furd.........cosce. rersnnaoss 336 336 - —336 ~100.0
Reimbursements .... — - 723 723 N/A

2 Does not include funding for Education Improvement Incentive Program.

Senate Bill 813 authorized the expansion of the California Assessment
Program to include the testing of students in grades 8 and 10. The act
further authorized the State Board of Education to expand the range of
subject matter tested to incude higher-level “content courses,” such as
literature, history, advanced mathematics, and science. The act provided
an appropriation of $200,000 from the General Fund for both 1983-84 and
1984-85 to expand the CAP test to grades 8 and 10.

The 1984 Budget Act provided $475,000 from the General Fund for
expansion of CAP in the current year. This amount was in addition to the
$200,000 statu tory appropriation in SB 813, bringing total funding for the
expansion to $675,000. Of this total, $550,000 may be used only for develop-
ment and implementation of the 10th grade test. The remaining $125,000
was provided to (1) expand the range of subject matter tested in the 8th
grade test and (2) administer the 8th grade test in 1984-85. In addition to
these funds, the Legislature in SB 1889 (Ch 1697/84) reappropriated from
the General F'und $600,000 of the $15 million provided in the 1984 Budget
Act for the Education Improvement Incentive Program, to be used in-
stead to revise the 12th grade CAP test in 1984-85.

The Governor’s Budget proposes $1,175,000 in additional General Fund
support for CAP in 1985-86. These funds would be used to develop and
adlr)ninister a writing skills test to all students in 8th grade and to a sample
of students in grades 10 and 12. Under the budget proposal, total funding
for CAP would increase from $1,531,000 in 1982-83 to $3,844,000 in 1985-8
—an increase of over 150 percent in three years. «

Failure to Develop 10th Grade Test

We recommend that the Legislature reduce the proposed General Fund
appropriation for CAP by $1.1 million, because (1) the budget incorrectly
assumes that funding will be required for a 10th grade test in 1985-86 and
(2) the funds provided for this purpose in the current year will be avail-
able for reapp ropriation. Consistent with this recommendation, we further
recommend tkaat the Legislature reappropriate, in Item 6100-490, $550,000
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provided in the 1984 Budget Act for the development and implementation
of the 10th grade test. (Reduce Item 6100-001-001 by $1,100,000.)

When the Legislature decided to provide $550,000 in the 1984 Budget
Act for the development and implementation of a 10th grade CAP test,
the exact armount of funds that would be needed for this purpose was not
known. Accordingly, we recommended, and the Legislature approved,
inclusion of the folfc;wing language in the Budget Act:

“$550,00" of the funds appropriated in this item shall be used only for

the deveiopment and implementation of the 10th grade CAP test and

shall be expended only upon the approval of the Director of Finance.

None of these funds shalllt))e used by the Department of Education for

the development of a test format which permits the reporting of scores

on an individual student basis.”

Following enactment of the 1984 Budget Act, the Superintendent of
Public Instruction decided not to pursue development of the 10th grade
test. As a result, our review indicates that the $550,000 provided for this
purgose in the current year will not be expended.

The budget for 1985-86, however, fails to eliminate the $550,000 from
the base budget for CAP, even though the department will not need the
funds in the budget year. Therefore, the total funding needs for CAP in
1985-86 have been overstated in the budget by $550,000.

In order to reflect accurately the budget requirements for this program
in 1985-86, we recommend that the Legislature (1) reduce the proposed
General Fund aﬁ)propriation in Item 6100-001-001 by $1.1 million, and (2)
reappropriate the $550,000 remaining from the 1984 Budget Act in Item
6100-490, for a net reduction in support for CAP of $550,000. Specifically,
we recommend that the Legislature adopt the following reappropriation
language in Item 6100-490:

“ . Item 6100-001-001, Budget Act of 1984, $550,000 for support of the

California Assessment Program.”

No Positions for Writing Skills Assessment

We recominend that the Legislature direct the Department of Finance
to explain how it intends for the Department of Education to develop and
implement the proposed CAP writing skills assessments, when no posi-
tions have been provided for this purpose.

The Governor’s Budget requests a General Fund augmentation of $1,-
175,000 to develop and implement writing skills assessments of all students
in grade 8 and of a sampﬁa of students in grades 10 and 12. The budget,
however, does not propose any new positions to accomplish these tasks.
In contrast to the currently-administered CAP tests, which consist of mul-
tiple-choice questions, the writing skills assessments would rely on the
evaluation of students’ writing samples by teams of specially-trained read-
ers. The tests themselves would be administered under contract, by test-
ing firms specializing in the assessment of writing skills.

In its budget request, the SDE requested 2.5 positions to (1) develop
specifications for the contract bids and monitor tﬁe contracts, (2) coordi-
nate the work of advisory committees to develop essay topics for the tests,
and (3) work with schools in the interpretation and application of test
results. The department has indicated that, without these positions, it has
ﬂo cfealistic plan for the expenditure of the $1.2 million proposed in the -

udget.
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Accordingly, we recommend that the Legislature direct the Depart-
ment of Finarice to explain how it intends for the Department of Educa-
tion to develop and implement the writing skills assessments, absent the
requested positions.

2. California High School Proficiency Examination (CHSPE)

We recommend that prior to budget hearings, the Department of Fi-
nance and the Department of Education submit a plan for funding the
CHSPE deficit

Chapter 1265, Statutes of 1972, established an examination process
which provides students with an opportunity to obtain a certificate of
proficiency before their formal graduation from high school. The examina-
tion is administered three times annually by the c%epartment, at approxi-
mately 100 centers statewide. Currently, a $20 fee—the maximum fee
allowed by law—is charged those taking the CHSPE, in order to cover the
cost of the exam.

The current $20 fee is not sufficient to cover the costs to the state of
administering the exam. As a result, the i)rogram has incurred substantial
deficits in recent years. As shown in Table 53, the program is expected to
incur a deficit of approximately $410,000 in the current year.

N Table 53
Department of Education
California High School Proficiency
Examination Costs and Fee Revenues
1982-83 through 1984-85
{in thousands)

Actual Actual Estimated

1982-83 1983-84 1984-85
Cost $741.8 $775.3 $750.7
Fee revenues 417.1 338.6 340.0
Deficit ($324.7) ($436.7) ($410.7)

The CHSPE deficits have been funded in a variety of ways. In 1982-83,
the deficit was absorbed by redirecting General Fund support which had
been provided for other purposes. In 1983-84, the deficit was funded by
using part of a surplus in the school apportionments appropriation, as
authorized by the Legislature. In the current year, the Governor proposes
to fund the deficit through a $500,000 deficiency appropriation.

In 1985-86, the Governor’s Budget proposes only $28,000 in General
Fund supﬁ)ort for CHSPE, and assumes that revenues from test fees will
support the remaining $723,000 cost of the program. For revenues in the
budget year to reach this level, however, they will have to increase by
$383,g?0—0r 113 percent. We believe this is totally outside the realm of the
possible. ~

Consequently, we estimate that the budget contains a hidden deficit of
approximately $383,000. Since this deficit will have to be funded, the
Legislature can expect that the expenditure plan it approves for 1985-86
wﬂf be modified by the administration. '

In order to ensure that the Legislature has an opportunity to review and
approve the actions that will be taken to fund ﬁle CHSPE deficit, we
recommend that prior to budget hearings, the Department of Finance
and the Department of Education submit a plan on how they propose to
cover the deficit.
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3. Golden Siaie Examination

We recommend that the Legislature direct the Department of Finance
to explain how the administration intends to comply with the require-
ment, contained in SB 813, that the Superintendent of Public Instruction
deveiop examinations under the Golden State Examination program.

The Governor’s Budget proposes no funding for the Golden State Ex-
amination »rogram that was authorized by SB 813, Under this program,
which is in‘iencgled to recognize the achievement of high school students

“in ls]i)eciﬁed academic areas, students in participating school districts
would be eligible to take a variety of academic subject matter examina-
tions. A student attaining a qualifying score would receive an honors
geslignation in the tested subject, which would be affixed to his or her

iploma.

Senate Bill 813 required the Superintendent of Public Instruction to
develop examinations in each of the following areas by March 15, 1985:

English literature and composition,

Mathematics,

Laboratory sciences,

United States history,

Health sciences, an

e Other areas designated by the Superintendent of Public Instruction.

The measure appropriated $125,000 to the State Department of Educa-
tion (SDE) for the initial costs of developing the Golden State Examina-
tions for two subject areas in 1983-84. ,

The department did not expend any of the $125,000 appropriated by SB
813 in 1983-84. Instead, SDE requested that these funds be reappropriated
and augmented by $800,000 in the 1984-85 Budget Bill, in orger to cover
the costs of developing and implementing on a pilot basis a full range of
exams. Although the Legislature approved the department’s request, the
Governor vetoed the $800,000 augmentation from the bill. In his veto
message, the Governor stated that the two subject matter examinations
funded by SB 813 should be developed before considering expansion of the
program.

Subsequently,. the Legislature passed SB 2282 which, among other
things, aclso would have provided the $800,000 requested by SDE. The
Governor, however, vetoed this bill. Accordingly, the SDE is proceeding
with the development and pilot testing of two mathematics examinations,
with completion expected in spring 1985. The department indjcates that
the $125,000 appropriated in SB 813 will be fully expended. :

The Legislature has repeatedly indicated its desire to provide funding
sufficient to complete the development and implementation of the
Golden State Examination program, as contemplated by SB 813. The Gov-
ernor’s Budget, however, provides no funds for further development or
implementation of the program in 1985-86. Accordingly, we recommend
that the Legislature direct the Department of Finance to explain how the
administration intends to comply with the requirement contained in SB
813 that the superintendent develop examinations under the Golden State
Examination program.
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C. LOCAL ASSISTANCE BUREAU (ltem 6100-001-001)

The Local Assistance Bureau within the State Department of Education
(SDE) is responsible for making apportionments of state and federal aid
to school districts, county offices of education, and entities specified in
statute. In 198485, these apportionments totaled over $9.9 billion. The
bureau is staffed with 78 personnel-years in the current year, at a total cost
of $4,523,000. Of this amount, $3,606,000 is from the General Fund, $685,000
is from federal funds, and $232,000 is from other funding sources.

Contracting Out Proposal Vague

We withhold recommendation on $158,000 requested from the General
Fund for tasks related to the automation of various education apportion-
ments systems, pending the receipt of additional information regarding
the department’s proposal to contract out data processing activities.

The budget proposes a one-time, General Fund appropriation of $158,-
000 for the I.ocal Assistance Bureau to purchase data processing services
from the department’s Education Data Management Systems (EDMS)
division. The services purchased would include: (1) documeéntation of the
department’s computerized system of school apportionments ($78,000);
(2) automation and documentation of the department’s system of appor-
tioning child development funds ($46,000); and (3) preparation of a feasi-
bility study on the automation of the department’s system of apportioning
child nutrition funds ($34,000).

The Governor proposes to add no positions to the EDMS division in
order to accommodate this additional workload. Instéad, the SDE indi-
cates that it would use the funds to contract with other state agencies or
private firms for the performance of unspecified, routine data processing
tasks currently performed by EDMS staff. This, in turn, would release
EDMS staff time to perform the activities noted above. v

Because the department has not specified which data processing activi-
ties would be contracted out, or which entities would perform these activi-
ties, we have no basis for evaluating the appropriateness of this proposal.
Accordingly, we withhold recommendation on this issue, pending the
receipt of additional clarifying information. : ‘

D. COMMISSION ON SCHOOL GOVERNANCE AND MANAGEMENT

We recommend that the Legislature eliminate $250,000 proposed for the
support of the Commission on School Governance and Management, be-
cause statutory authority for this commission will expire on June 30, 1985.
(Reduce Item 6100-001-001 by $250,000.)

Senate Bill 813 (Ch 498/83) established a 15-thember Commission on
School Governance and Management (COSGAM) to “conduct appropri-
ate studies and make recommendations to the Legislature and the Gover-
nor” on the following topics:

o Methods of eliminating duplication of effort among, and consolidatin;

- functions performed by, the State Department of Education and loc
education agencies. ’

e The appropriate size and scope of authority that schools need in order
to improve educational management capabilities and facilitate com- -
munity participation in policy development.

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

e The appropriate taxing authority to be granted school districts.
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Senate Bill 813 re%fred the COSGAM to submit by October 1, 1984, an
initial report on its findings to the Legislature and the Governor. Recog-
nizing the delaysin appointing dpersons to the commission, the Legislature
in AB 3757 (Ch 482/84) extended the due date for this report until April
1, 1985. This measure further provides that the COSGAM shall “sunset”
on June 30, 1985. e ,

Funding.  Senate Bill 813 provided no funding for support of the
COSGAM. In the 1984 Budget Act, the Legislature appropriated—and the
Governor approved—$150,000 to support the commission’s operations in

The Governor’s Budget proposes $250,000 and 1.5 positions for the COS-
GAM to complete the second year of a proposed two-year work plan in
1985-86—an increase of $100,000 over the amount appropriated ?or' the
commission’s operations in the current year. This increase is composed of
g) $35,000 to provide “full-year” funding for the commission (based on
the assumption that the current-year appropriation was intended to sup-
port only nine months of operations) and (2) $65,000 to enable the com-
mission to contract for special studies on selected topics.

The Department of Education indicates that it intends:to seek legisla-
tion extending the sunset date for the. COSGAM until June 30; 1986. We
believe that it would be inappropriate to provide funding in the Budget
Bill for a program that lacks authorization beyond the current year. Ac-
cordingly, without prejudice to the commission, we recommend that the
$250,000 requested for the COSGAM in 1985-86 be deleted, for an equiva-
lent General Fund savings. If legi;lation to extend the commission is ap-
proved by the Legislature, funding to support the commission can be
included in that measure. : :

E. PRIVATE POSTSECONDARY EDUCATION (liem 6100-001-305)

We recommend approval. e

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.

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 Student Tuition Recovery Fund reimburses stu-
dents enrolled in private postsecondary schools for a portion of their
tuition payments when schools close before the students have completed
their instructional program.) o : S

The office has 32.4 positions authorized in the current year. Table 54
shows OPPE support for the prior, current, and budget years. =~ -

- The budget requests $2,097,000 for OPPE’s state operations in"the
budget year, including $892,000 from the Private Postsecondary Educa-
tion Fund (Item 6100-001-305). This amount represents an $83,000 (4.1
percent) increase from current-year estimated expenditures. The budget
also requests $420,000 from the Student Tuition Recovery Fund for local
assistance expenditures—an amount equal to estimated current-year ex-
penditures. Our analysis indicates that, based on OPPE’s anticipated
workload, the amounts requested are reasonable. Accordingly, we recom-
mend approval of these amounts as budgeted.
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Table 54
Department of Education.
Office of Private Postsecondary Education
(dollars in thousands)

R . ; e : Change
"~ Actual Estimated Proposed 198485 to 1985-86
Sy ) 1983-84 198485 1985-86 Amount - - Percent
State Operations. ... $1,689 Co $9,014 $2,007 $83 - ¢ - 41%
.- Local Assistance ... - - 149 420 420 —_ —
Totals...coovereeeemcrvirmnarssssrenes $1,838 $2,434 $2,517 $83 34%
Private Postsecoradary Edu- o S ‘ S
- cation Fund.......... revsssenne 8715 - 8855 $892 837 43%
Federal Trust Fund.............. 940 ~L107 1,153 46 42%
- Student Tuition Recovery :
J % P 183 47 4 - —
" POSHIONS wuvurusesensennn sresssseersemsnsss 314 324 324 — —

‘V. STATE LIBRARY

A. OVERVIEW OF THE BUDGET PROPOSED FOR 1985-86 (ltems 6100-0"-
001, 6100-01 1-890, 6100-211-001, 6100-211-890, and 6100-221-001)

“The California State Library (1) maintains reference and research
matenals for state government, (2) provides support to local public librar-
ies, and (3) prowges library services to the b;imd and physically hand-
1capped in Northern California.

The state operations budget for the State Library supports the mainte-
nance of the various library collections (law, reference, Sutro, govern-
ment publications, etc.), the provision of consultant services to pubhc

- ‘Table 55
State Library
Expenditures and Funding
1983-84 through 1985-86
(dollars in thousands)

Change .

Actual  FEstimated Proposed — 1984-85 to 1985-86
1983-84 1984-85 198586  ‘Amount Percent

State Operations:

Reference for the Legislature .......... $733 $859 $970 $111 12.9%
Statewide libra¥y support and deve- ‘ ' ‘
lopment 2,724 3,097 2,964 —-133 —43
Special clientele services....ccounnn. 1,367 1,544 1,610 66 43
SUPPOTL SELVICES....onnmermsisisressssmmessossrions 3,511 4,048 4,632 584 144
Subtotals $8,335 $9,548 $10,176 $628 6.6%
Local Assistance: _ : G .
_Statewide library support and deve-_ :
lopment ....... . $23,488 $28,007 $38,248 $10241 - 366%
Totals $31,823 $37,555 $48,424 $10,869 - 289%
General Fund.. . 18798 $29,732 $34916 $5184 .- 17.4%
' Federal funds....... 13,013 7,810 13495 5685 728

‘Reimbursements . 12 13 13 L= 1L
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libraries, and the administration of the California Library Services Act
(CLSA), the California Literacy Campaign (CLC), and the Public Library
Foundation Program. The local assistance component consists of state and
federal grants to public libraries and library agencies, and support of local
resource sharing through the creation and maintenance of a data base of
California public library materials. :

Total funding for the California State Library for the prior, current, and
budget years is displayed in Table 55.

As Table 56 shows, the budget requests a total of $48,424,000 for the State
Library in 1985-86—an increase of $10.9 million, or 29 percent over the
current-year level. The requested amount consists of $34,916,000 in Gen-
eral Fund support—an increase of 17.4 percent; $13,495,000 in federal
support—an increase of 73 percent; and $13,000 in reimbursements.

Summary of Changes

Table 56 shows total baseline adjustments to support for the State Li-
brary of —$388,000. These adjustments reflect the elimination of one-time
expenditures associated with acquisition of genealogy materials and mi-
crofilming equipment and supplies (—$504,000), as well as increases for
merif salary adjustments ($29,000) and employee compensation ($87,000).

Table 56

California State Library
Summary of Proposed Budget Changes,
By Funding Source
(dollars in thousands)

General Federal Reimburse-

Fund Funds ments Totals
1984-85 Expenditures (revised) ... $29,732 $7,810 $13 $37,555
A. Baseline Adjustments 107 —495 - —388
1. Merit Salary Adjustments....cesssssssmsssseenmseees (26) (3) —
2. Employee COmMPensation ...........msssssernss (81) (6) -
3. One-time Adjustments —_ (—504) —
B. Budget Change Proposals $5,077 $6,180 - $11,257
1. Cost-of-Living Adjustments
a. State operations (243) 21) —
b. Local assistance (288) - —
2. California Literacy Campaign......cccovceeeceeersssuisionss (900) —_ —
3. Relocation of Library Development Services
Bureau (88) — —
4. Extended Hours at Sutro Library ... (56) - —
5. Automation of Braille Library....cwcevnnnscrnrnen. (143) — —
6. Capitol Assembly Library......cevcerceerirecescrennces (109) — -
7. Newspapers and Microfilm ... - (321) —
8. Public Library Foundation Program........cceecessones (3,250) - —
9. Library Services Construction Act.......ccermnnee — (5,838) -
1985-86 Expenditures (proposed) .........mosmennes $34,916 $13,495 $13 $48,424
Change from 1984-—-85: :
Amount $5,184 $5,685 — $10,869
Percent 174% 728% — 289%

Table 56, also shows that budget change proposals submitted for the
Staae Library total $11,257,000. Some of the major funding increases in-
clude: ‘
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e $3,250,.000 for general local assistance to public libraries under the
Public Library Foundation pro%ram; )

« $5,838_000 for grants to local public libraries under the federal Library
Services Construction Act; : v

« $900,000 for the California Literacy Campaign; and

« $552,000 for cost-of-living adjustments to state operations ($264,000)
and local assistance under the California Library Services Act ($288.-
000).

We recommend approval of the following program changes, which are

not discussed elsewhere in this analysis:

o An increase of $109,000 to fund the transfer of the Assembly Office of
Research Library to the State Library; :

e An ingcrease of $321,000 to -acquire California newspapers on mi-
crofilmm;

¢ An increase of $143,000 to automate the Braille and Talking book
Library; and C

¢ An inerease of $288,000 to provide a 4 percent cost-of-living adjust-
ment for local assistance under the California Library Services Act.

B. STATE LIBRARY SUPPORT (ltems 6100-011-001 and 6100-011-890)

The budget proposes total funding for the State Library’s state opera-
tions of $10,176,000 in 1985-86-—an increase of $628,000, or 6.6 percent, over
the curren t-year level. This amount reflects a $781,000 increase in General
Fund support and a decrease of $153,000 in federal funds.

Technical Issue: Overbudgeiiﬁj of Relocation Expenses

We recommend that the amount requested from the General Fund for
the relocation of the State Library Development Services Bureau be re-
duced by $47,000, because the amount budgeted exceeds the anticipated
cost of the project. (Reduce Item 6100-011-001 by $47,000.)

The Library Development Services Bureau within the State Library
currently is located in a building shared with the Third District Court of
Appeal. Because the court has indicated that its space requirements will
increase in 1985-86, the bureau will need to relocate its operations to a
new, leased facility.

The bud get proposes $88,000 for the relocation of the bureau in 1985-86.
Our review of the State Library’s budget request, however, indicates that
ghg da(;gount proposed exceeds the anticipated cost of the relocation by

47,000.

Specifically, State Library staff estimate that (1) the bureau will lease
7,600 square feet of space (1,000 square feet more than the amount of
space that will be yielded to the court) and (2) this office space may be
obtained at a cost of $.98 per square foot ($.27 per square foot more than
the rate paid for space in the courts building). In addition, the State
Library requests $8,000 to purchase duplicates of equipment which, be-
cause of the relocation, could no longer be shared with the part of the
library’s operations remaining in the courts building.

Relying on these assumptions, our calculations indicate that the State
Library will require only $41,000 in order to lease the full amount of space
proposed and to purchase the $8,000 in equipment. Our analysis therefore
indicates that the amount proposed in the budget exceeds the anticipated
cost of the relocation by $47,000. Accordingly, we recommend that the
Legislature reduce the appropriation in Item 6100-011-001 by $47,000, for
an equivalent General Fund savings.
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Extension of Sutro Library Hours Unnecessary

We recommend that $56,000 requested to increase the number of hours
that the Sutro Library is open to the public be deleted, because the library
can achieve its objective of accommodating its patrons by rescheduling its
hours of operation. (Reduce Item 6100-011-001 by $56,000.) :

The Sutro Library, located near the California State University at San
Francisco, makes available to the general public a significant research
collection, including collections of Mexican and English history. The li-
brary is also recognized for its collection of genealogical records. In 1983—
84, over 11,000 people visited the Sutro Library.

The Governor’s Budget requests a $56,000 General Fund augmentation
which would allow the Sutro Library to remain open to the public for an
additional 11 hours per week. In order to provide the added public service,
the Sutro Library would hire a full-time reference librarian through a
contractual agreement with the University Services Program of the Cali-
fornia State University. In addition, the library would contract for part-
time student assistants through the university’s work-study program and
for security guards through an outside agency.

The State Library claims that the Sutro Liﬁrary’s current schedule of
operation—10:00 a.m. to 5:00 p.m., Monday through Friday—prevents it
from serving all clients who might wish to use its resources. Under the
budget proposal, the Sutro Library would remain open one evening a
week and on Saturdays. The extended hours would allow patrons who
work between 9:00 am. to 5:00 p.m. and who live outside of the San
Francisco Bay Area to use the library’s resources.

Our analysis confirms the desirability of extending library access to
those who are now excluded because of the current schedule. Our review
indicates, however, that the total number of hours during which the Sutro
Library is ogen need not be increased in order to broaden access to the
working public and non-Bay Area residents. The Sutro Library could ac-
complish its intended objective by closing on Monday and providing serv-
ices Tuesday through Saturday. Were this done, the Sutro Library could
experience greater-than-average patronage on Saturdays, thereby neces-
sitating additional staff. OQur review indicates, however, that this addition-
al workload could be accommodated through the increased use of
volunteer staff, since Saturday operations would allow for greater access
by volunteers as well as by patrons. (Volunteers currently contribute an
. average of 49 hours of service each month at the Sutro Library.) In fact,
volunteer support on Saturdays may more than offset Saturday workload,
thereby allowing weekday backlogs—if any—to be reduced. '

For these reasons, we recommend that $56,000 requested to increase the
number of hours that the Sutro Library is open to the public be deleted.

C. SUPPORT TO LOCAL LIBRARIES

The budget proposes to provide a total of $38.0 million in support to local
libraries in 1985-86 through the California Library Services Act, the Cali-
fornia Literacy Campaign, the federal Library Services and Construction
Act, and the Public Library Foundation Program. Each of these programs
is discussed below. :
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1. Statewide Library Support (item 6100-211-001)

The State Library allocates funds to assist California public libraries in
improving local library services, establishing innovative library projects,
an, ’jpromoting library resource sharing. Funding is provided through the
California Library Services Act and through grants under the California
Literacy Campaign.

a. California Library Services Act

General Fund su;:fort for public libraries and regional library coopera-
tive systems is provided under the California Library Services Act (CLSA)
for the purposes of: :

s encouraging the sharing of resources between libraries,

» 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
executive 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. _

The budget requests $7.5 million for CLSA in 1985-86, an increase of
$288,000, or 4.0 percent, over the estimated current-year level. We recom-
mend that this amount be approved.

b. California Literacy Campaign

The California Literacy Campaign (CLC), established by the State Li-
brary in September 1983 with $2.5 million in one-time federal funds, pro-
vides financial support and technical assistance to local public libraries to
assist them in establishing adult reading programs. All public libraries in
the state were invited to submit grant proposals for 1983-84, and 27
projects were funded.

Data provided by the State Library indicate that, in 1983-84, the 27
projects served approximately 3,500 students on both a group and one-to-
one basis. Another 1,000 individuals were referred to other reading pro-
grams more suited to their needs. By August 1984, almost 2,400 volunteer
tutors had been trained under the CLC program, and more than 400
instructional sites had been established.

Last year’s Budget Act provided $2.6 million from the General Fund to
continue the CLC once the one-time federal funds were used up. In
addition, the Act provided $212,000 to the California State Library for
consultant staff hired to provide technical assistance to the local reading
projects. Forty-five projects—including 18 new projects—are expected to
receive CLC support in the current year.

Funding for Additional Program Growth Not Justified

We recommend that $900,000 requested from the General Fund for the
expansion of the California Literacy Campaign to new local public librar-
ies be deleted, because the existing funding level already provides. for
gggcjrly expansion of the program. (Reduce Item 6100-211-001 by $900,-

The Governor’s Budget proposes $3,747,000 in General Fund support for
the CLC in 1985-86—an increase of $935,000, or 33 percent, over the
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current-year funding level. The proposal would provide an additional
$900,000 for grants to local library reading programs (a 35 percent in-
crease) and an additional $35,000 for state administration to provide con-
sultant services (a 17 percent increase). The CSL informs us that the
additional $35,000 in state support is needed to fund the full-year cost of
providing the consultant services (the $212,000 provided by the Legisla-
ture in 1984-85 represents 10 months of support).

Analysis.  'The California Literacy Campaign’s current funding pol-
icy is to provide grants only for start-up costs; state support is withdrawn

adually from assisted 1:ﬂrograms over a three-year period. A recent pre-
minary evaluation of the program suggests that the three-year funding

cycle could provide “100 percent of the project funds the first year, per-

haps 75 to 80 percent of the original levef)of the funding the second year,

then dip to perhaps 50 percent or even 25 percent of the original funding

level in the third and final year of California State Library funding sup-

port.” The 1985-86 fiscal year will be the third and final year of support
“ for- the original 27 projects which received funding in 1983-84.

State Library staff inform us that as a result of the phase-out of state
* -support for the original 27 projects, 18 local libraries will receive grants for
the first time in the current year. Because of this funding schedule, addi-
tional program expansion would occur in 1985-86—even if no additional
- General Fund support were provided.

Our analysis further indicates that augmenting the number of grants
made to local libraries could jeopardize t%le success of the statewide pro-
gram. Specifically, a rapid escalation of demands on the CSL staff provid-
ing consultant and technical service to local reading programs could
reduce the quality of the services provided. The State Library recognizes
this problem, and has stated in its budget request that “the ability of
consultant staff to effectively offer technical assistance to more than a
given number of service programs at one time is limited.”

In sum, because (1) the California Literacy Campaign already provides
for orderly program expansion and (2) excessive demands on State Li-
brary consu.ﬁant staff could jeopardize the success of the statewide pro-

ram, we recommend that the $900,000 requested from the General Fund
or the expansion of the CLC be deleted.

' 2 Lﬁbrary Services and Construction Act (Item 6100-211-890)
We recommend approval.

The federal Library Services and Construction Act (LLSCA) has as its
oals (1) extending library services to underserved areas, (2) improving
brary 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. Awards are made on a competitive basis for
locally-initiated service projects which meet the purposes of the federal
act. In 1984-85, the State Librarian, with the advice of the California State

Advisory Council on Libraries, awarded 96 grants to applicants.

~The budget estimates that the state will receive $12.0 million in federal
funds for local assistance through the LSCA. This is an increase of $5.8
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million, or 95 percent, over the authorized expenditure level for 1984-85.
Because the program is serving its intended purpose, we recommend
approval of this item as budgeted. -

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 support-
ed primarily from local funding sources. This chapter authorized an appro-
priation of state funds to supplement, by up to 10 percent of a “foundgtion
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, ex-
cludin% capital outlay expenses. - » :

The budget requests $15,250,000 for the Public Library Foundation Pro-
gram in 1985-86—an increase of $3,250,000 or 27 percent, over the amount
provided in the current year. Based on (1) the level of entitlements
claimed by libraries in the current year under this program, and (2) an
increase of 5.9 percent in unified districts’ total revenue limits in 1984-85,
we estimate that claims for full-year funding in the budget year ‘will total
approximately $31.7 million. Because the proposed appropriation of $15,-
250,000 would not be sufficient to fully fgncf this program, each public
library’s apportionment would be reduced proportionately. We note that
this program has never been funded to the level authorized in statute.

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 1985-86. Ac-
cordingly, we have no basis for recommending any change in the
proposed amount. o

DEPARTMENT OF EDUCATION—CAPITAL OUTLAY

Item 6100—301 from the General
Fund, Speeial Account for

Capital Outlay . Budget p. E 51
Requested 1985-86 .........occcrvreeeerrerirismncnencmenceseasinesasssisessesensssrsses $189,000
Recommendation Pending ...........ecevireereseecseseecseressssesesessensacss 189,000

ANALYSIS AND RECOMMENDATIONS

Minor Capital Outlay

We withho ld recommendation pending receipt of additional cost infor-
mation. ‘

The budget proposes $189,000 under Item 6100-301-036 for three minor
capital outlay projects ($200,000 or less per project) for the Department
of Education. Specifically, this item includes: (1) $10,000 to reinforce the
microfilm. storage area floor at the Sutro Library in San Francisco; (2)
$96,000 to apply a new stucco finish to the exterior of Sutro Library; and
(3) $83,000 to install covers for 2600 fluorescent lamps at the State Library
in Sacramento. , )

Cost Informmation is Inadequate. The cost estimates provided by the
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department for all three projects funded by this item contain no informa-

tion that would justify the costs of each project. Consequently, we with-
hold recommendation on this item pending receipt of additional cost

information.
DEPARTMENT OF EDUCATION—REAPPROPRIATION;

Item 6100-490 from the General | :
“Fund Budget p. E 1

ANALYSIS AND RECOMMENDATIONS ' ‘ _
9g‘she budget proposes to reappropriate the following amounts on July 1,

1985: o '

o the undisbursed balance of Item 6100-146-001, Budget Act of 1984, for
evaluation of the Demonstration Programs in Reading and Mathematics;

o atotal of $1.25 million from Item 6100-121-001, Budget Acts of 1983 and
1984, for settlement of a final audit determination regarding federal com-
pensatory education programs; and : ‘

o the uneneumbered balance of funds appropriated by Ch 1651/84 for
Regional Science Resource Centers. '

Our analysis indicates that the proposed reappropriations for 21) Dem-
onstration Programs in Reading and Math'antf (2) settlement of the fed-
eral audit are justified and, accordingly, we recommend that they be
approved. Our review indicates, however, that additional information is
needed regarding the proposed reappropriation of funds for regional
science resource centers.

Information Needed on Regional Science Resource Centers

We withhold recommendation on the proposed reappropriation of
funds for Regional Science Resource Centers, pending receipt of informa-
tion from the Department of Education regarding program implementa-
tion. . d

In Ch 1651/84, the Legislature appropriated $750,000 for the establish-
ment of regional science resource centers. The act directed the Superin-
tendent of Public Instruction to designate one regional science resource
center in'1984—85, and to report during hearings on the Budget Act of 1985
regarding (1) the progress of the designated center and (2) plans for
statewide expansion of this program. '

At the time this analysis was prepared, no funds had been allocated to
regional science resource centers in the current year, and the State De-
partment of Education (SDE) was unable (1) to indicate what portion of
the funds initially appropriated by Ch 1651/84 would be available for
reappropriation in the bugget year, or (2) to provide an expenditure plan
for’ t%ese' funds. Accordingly, we _withholg ‘recommendation on the
proposed reappropriation of funds for Regional Science Resource Centers
pending receipt of legislatively-required information regarding program
implementation. , R -
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Reappropriation of Additional Funds Warranted

We recomamend that the unencumbered or undisbursed balances of
furlzds appro priated from various sources be reappropriated, as specified
elow. :

In our analysis of K-12 education programs (Item 6100), we recommend
that the unencumbered or undisbursed current-year balances of various
programs be rea];;propriated in this item. Specifically, we recommend
reappropriation of the following amounts: TR

e $550,000 from Item 6100-001-001, Budget Act of 1984, for support of the
California Assessment Program (please see page 1177 in this Analysis);

o the undisbursed balance of Item 6100-101-001 (g), Budget Act of 1984,

for the minimum teachers’ salaries program (please see page.1104);.

¢ the undisbursed balance of Item 6100-191-001 (a), Budget Act of 1984,
{(il(') ';he Administrator Training and Evaluation program (please see page

o the undisbursed balance of Item 6100-191-001 (b), Budget Act of 1984,
for the pilot programs for administrative personnel (please see page 1107);

o the undisbursed balance of Item 6100-191-001 (c), Budget Act of 1984,
for the pilot projects to strengthen personnel and management (please
see page 1108); and ‘ ‘ : o

¢ the unencumbered balances of Ch 1603/84 and Ch 1604/84, for child
development programs (please see page 1165).

DEPARTMENT OF EDUCATION—REVERSION

Item 6100-495 to the General : v : , :
Fund ‘ : : Budget p. E 1

ANALYSIS AND RECOMMENDATIONS -

We recormmend approval. . S .

The budget proposes that the undisbursed balance of funds appropriat-
ed by Chapter 1073, Statutes of 1984, for the purposes of conducting seis-
mological tests at the state special schools in Fremont, revert to:the
General Fund on June 30, 1985.

In June 1984, the U.S. Court of Appeals, Ninth Circuit, ordered the
Department of Education to conduct seismological tests at the State Spe-
cial Schools for the Deaf and the Blind at Fremont. The tests were ordered
in conjunction with a lawsuit brouﬁht by a group of parents and special
schools employees, charging that the schools’ location was unsafe.

The Legislature subsequently passed, and the Governor signed into law,
two measures providing funding for these tests. Specifically, Ch 1073/84
and Ch 1677/84 each reappropriated for this purpose $800,000 from the
expended balance of the 1982 Budget Act appropriation for special educa-
tion. Because the actual cost of the tests was only $800,000, however, the
appropriation provided.in one of these measures is not needed.. Accord-
ingly, the Governor proposes that the undisbursed balance of Chapter
1073 revert to the General Fund at the end of the current year. (In the
absence of this proposal, the funds would revert on June 30, 1987.) .

Our analysis indicates that the Governor’s proposal is reasonable and,
accordingly-, we recommend that it be approved. '
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CONTRIBUTIONS TO STATE TEACHERS’ RETIREMENT FUND
Item 6300 from the General

Fund Budget p. E 52
Requested 1985-86 .........ccovirevenerrrennureeccunesesensasssssssnesssrosssssssrasss $399,713,000 *
Estimated 1984-85...........eiimenreesererenessesstenssssssesesssssasssessasns ‘336, 860 000
Actua.l TOB3BA ...t se s sesae st sae e e sesas e s nes 359 171 000 b

Requested  increase $62,853,000 (+18.7 percent)

Total recommended TEAUCHONY .revoveversessermeersessseneesesesseereeesees None

2 This amount includes $227,499,000 and $100,000,000 which will be appropriated pursuant to Education
Code Sections 23401 and 23402, respectively.
bThis amount inchades $127,358,000 which was paid pursuant to a state appellate court decision in Califor-
nia Teachers” Association (CTA) v. Cory.

1985-86 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
Education Code Sections 23401 and 23402: General $327,499,000
Unfunded Liability Payments
6300-111-001—State Teachers’ Retirement System: General 72,214,000
Cost-of-Living Adjustments
Total $399,713,000
v A Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. New Retirement Plans. Recommend the enactment of 1194
legislation establishing new benefit structures for future
teachers. -

2. Unfunded Liability Payments. Recommend the enact- 1195
ment of legislation terminating the state’s basic contribution
to the State Teachers’ Retirement Fund in the year 2045 in
order to limit the state’s legal respons1b1hty for the unfund-
ed llablllty

GENERAL PROGRAM STATEMENT

The state approprlates funds to the State Teachers’ Retirement Fund
(STRF) for two purposes. First, Sections 23401 and 23402 of the Education
Code (as added y Chapter 282 Statutes of 1979—AB 8) appropriate funds
for the state’s annual contributions to the fund. These contributions are
intended to reduce the unfunded liability of the State Teachers’ Retire-
ment Systemn (STRS). Second, as provided by Chapter 16086, Statutes of
1982, the state also appropriates funds for cost-of- hvmg adJustments (CO-
LAs) to STRS retirees.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes total General Fund contributions to the STRF of
$399,713,000 in 1985-86. This is $62,853,000, or 18.7 percent, more than
estimated current-year expenditures. Table 1 shows the components of
state contnbutlons to the STRF for the past current, and budget years.
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Table1
State General Fund Contributions to the
State Teachers’ Retirement Fund
1983-84 through 1985-86
{dollars in millions) i
. Change, 1985-86
Actual Estimated  Proposed Over 1984-85
' 1983-84 1984-85 1985-86 Amount - Percent
AB 8 Contributi-ns: : '

Base Contribution ................. R $171.3 $216.5 $227.5‘ $110 5.1%
Incremental Contribution .. 40.0 80.0 100.0 200 25.0
CTA v. Cory Settlement.........ccournrinne 1274 - - - -

_ Subtotals ($338.7) *($296.5) ($3275)  ($3L0) (10.5%)

$20.5 $40.4 $72.2 $31.8 78.7%

Total Expenditures ......... $359.2° $336.9 ‘$399'.7 - $62.8 18.7%

Payments Toward Unfunded Liability. As Table 1 indicates, the
budget proposes $327.5 million as the state’s statutory AB 8 contribution
to the State Teachers’ Retirement Fund in 1985-86. This amount is $31.0
million, or 10.5 percent, greater than current-year expenditures. The in-
crease is due to: (1) the required inflationary adjustment to the “base”
contribution ($11.0 million), and (2) growth in the AB 8 “incremental”
contribution ($20.0 million). 4

In past years, the state’s contribution toward the unfunded liability was
appropriated in the Budget Act. For 1985-86, however, the budget docu-
ment shows the $327.5 million as a statutory appropriation. This reflects
the recent state alipellate court decision in California Teachers’ Associa-
tion v. Cory, which holds that the state must make the full contribution
to the STRF that is called for by current law. In fiscal years 1980-81
through 1983-84, the Budget Act had provided in lieu appropriations
which were less than what AB 8 required. The state restored these “short-
falls” during the current year by transferring $127.4 million from the
General Fund to the STRF. This transfer is reflected in Table 1 as a 1983-84
expenditure.

COLA Payments. The budget proposes a General Fund appropria-
tion of $72,214,000 to the STRF in 1985-86. These funds pay for ad hoc
COLAs for those STRS retirees who have been most adversely affected by
inflation. ' :

ANALYSIS AND RECOMMENDATIONS
The STRS Funding Problem

In our Analysis of the 1984-85 Budget Bill (please see pages 1628-1629),
we discussed the nature and scope of the STRS funding problem. Basically,
we find that the Problem has two major components.

“Normal Costs” Are Not Being Covered by Current Contributions.
The system’s normal costs (that is, the cost of funding the retirement
benefits that are being earned in a given year) are not being covered by
contributions to the fund. As of December 1984 (when the last actuarial
valuation was revised), the normal costs of STRS benefits were estimated
at 17.64 percent of statewide certificated payroll. Given that ongoing con-
tributions to the systemn are only 16 percent (8 percent from both school
districts and teachers), there is a normal cost annual “shortfall” of 1.64
percent. In 1985-86, this shortfall would amount to about $123 million.

The current shortfall is Jess than the 3.2 percent shortfall which existed
prior to December 1984. The chief reason for this improvement in the
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annual funding ratio is that the consulting actuary assumed that the sys-
tem’s investment yield would be higher than previously assumed.

The Systemn Has a Large Unfunded Liability. Because normal costs
have never been adequately funded, the STRS has accumulated a large
unfunded liability. This unfunded liability represents the cost of benefits
earned in prior years that are not covered by current assets. The last
actuarial valuation found the size of the STRS unfunded liability to be
$10.1 billion. This estimate, however, seriously overstates the system’s
actual unfunded liability, because it does not take into account the
“present value’” of future state AB 8 contributions. As a result of the court’s
ruling in the CTA v. Cory case (see above), these state payments should
be reflected in the system’s actuarial “balance sheet,” since they are now
considered to be guaranteed. When these payments are recognized, the
STRS unfunded liability falls to only $1.3 billion.

To the extent, however, that normal costs are not funded in the future
(which would be the case if no changes are made to current statutory
contribution rates), the unfunded liability will grow.

Legislature Should Provide New STRS Benefit Structures

We recommend the enactment of legislation establishing new retire-
ment programs for future public school teachers.

In last year’s Analysis (please see page 1631), we recommended that the
Legislature act to eliminate the system’s normal cost shortfall before it
acted to reduce the system’s unfunded liability. We also identified several
options for eliminating the shortfall, including options that maintained the
existing benefit structure and options that modified it. :

Our analysis indicates that the Legislature should give its primary atten-
tion to those options that would modify the existing STRS benefit struc-
ture. This is because the existing benefit structure has the following
shortcomings:

o It Does Not Allow Teachers Any Choice In Providing For Their
Retirement Needs. Currently, a teacher is required to join the
STRS and pay 8 percent of his/her salary to the system. Furthermore,
the system offers only a single benefit program which cannot possibly
meet the needs of all public school teachers.

- It Does Not Allow Teachers To Take Advantage of Existing Oppor-
tunities to Reduce Their Federal Taxes. Under the existing sys-
tem, teachers must pay their contributions from after-tax income.
Under existing federal law, however, retirement plans are available
which allow for such contributions to be made from pre-tax income.

e The State Is Liable For All Funding Shortfalls. Given the CTA v.
Cory decision, the state is now liable for all past funding shortfalls in
the STRS. Under the existing benefit structure, however, the state
may also be responsible for all future shortfalls. This is because the
mandate provisions of the California Constitution may preclude the
state from requiring school districts to cover any normal cost short-
falls. Thus, the state, as the only other available funding source, proba-
bly would be liable for any of these unfunded costs:

In order to both provide teachers with benefits they currently do not
enjoy (greater choice and flexibility in designing their retirement pro-
gram, and the opportunity to realize federal tax savings) and control the
state’s financial exposure under the STRS, we recommend the enactment
of legislation providing new retirement options to future public school
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teachers. The following options are illustrative of the new “tiers” that
could be offered: -

o A defined contribution plan [as authorized under Internal Revenue
Code Sections 401 (k) or 403 (b) ], which would permit substantial tax-
deferred contributions by employees and accumulation of tax-de-
ferred interest, a variety of investment vehicles, possible borrowing
privileges, and favorable withdrawal provisions;

o A lower-tier defined benefit plan supplemented by a defined contri-
bution plan, providing both individual flexibility and basic retirement
security; an

e A modified defined benefit plan, with tax savings to participants
through employer pickup of employees” contributions [under Inter-
nal Revennue Code Section 414(h) (2)].

In developing new benefit structures, it is critical that the state ensure
that normal costs are paid in full at the local level. While the state undoubt-
edly will continue to provide state aid to districts in order to help them
fund normal costs, the state should no longer be the entity that is liable
for shortfalls in the funding of local employee retirement benefits.

Toward this end, the Legislature should seriously consider the recom-
mendations of the “ACR 62 Study Panel.” This panel was established by
Resolution Chapter 123, Statutes of 1983 (ACR 62), for the purpose of
examining the funding and benefit structure of the STRS. The study panel
met frequently during 1984, and has prepared final recommendations for
new STRS benefit tiers. Apparently, the legislative vehicle for enacting
these recommendations WSP be AB 62 (Elder), which was introduced in
December 1984. . »

Generally, the recommendations of the study panel are intended to
offer new teachers several benefit plan options, including a modified
“base entry” plan (with basic retirement benefits and an improved annual
COLA), a de%_ned contribution plan (with a minimum STRS benefit ele-
ment), and a “discount” home-loan plan.

These options, taken together, directly address the problems noted
above, as they (1) provide choice and exibili% to new teachers, (2)
attempt to limit the state’s future financial role by including only those
benefit plans which can be fully funded by existing contribution rates, and

" (3) recognize the need to provide future retirees with better protection

against inflation. We believe the study panel’s recommendations serve as
an excellent starting point for legislative consideration of alternative STRS
benefit structures.

The State Should Limit its Court-Imposed Liability

We recommend the enactment of legislation which terminates the
state’s basic contribution to the STRF in the year 2045 in order to limit the
state’s legal responsibility for past STRS unfunded liability.

The state’s AB 8 payments, which under current law are scheduled to
continue indefinitely, are intended to reduce the STRS unfunded liability.
In CTA v. Ceory, the court found that these contributions constitute an
implicit contract with school teachers, and therefore, cannot be changed
by the Legislature—now or in the future.

"Our interpretation of the court’s decision in this case is that the state was
found to have committed itself to paying off the STRS unfunded liability
which had acerued at a given point in time. If this interpretation is valid,
the decision does not in any way make the Legislature fiscally liable for
any funding shortfalls which may accrue in the future.
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In order to ensure, however, that the state’s liability under this decision
is limited, we recommend that the Legislature amend Sections 23401 and
23402 of the Education Code to terminate state payments to the STRF
once the current amount of the STRS unfunded liability has been paid off.
_ At that time, the state would have met its contractual obligation. It could
then choose to continue making voluntary payments to the system, but it
coul(:dI(lot be forced by the courts to make payments that it did not wish
to make. v '

Based onrx the latest STRS actuarial valuation, the system’s unfunded
_ liability ($10.1 billion) could be paid off by AB 8 contributions in about 60
_.years. Consequently, the Legislature should terminate its obligation to

make these judicially required payments by “sunsetting” the current con-
tributions schedule in the year 2045. : -

Ad Hoc Cost-of-Living Adjustments

We recommend approval. : __— ‘

The budget proposes a General Fund appropriation of $72.2 million to
- the State Teachers’ Retirement Fund to fund COLAs for STRS retirees
under the provisions of Chapter 1606, Statutes of 1982 (SB 1562). This
measure states the Legislature’s intent to maintain STRS retirement bene-
fits at 75 percent of their original purchasing power. Toward that end,
Chapter 1606 requires the Governor to budget an amount equal to 5
percent of the average statewide salary increase granted to public school
teachers over the three preceding school years. For 1985-86, this amount
is $14.2 million. Thus, the budget proposes to augment this amount by $58
‘million. .

The total $72.2 million proposed for 1985-86, when combined with other
statutory benefit adjustments, would bring all STRS retirees’ benefit levels
up to a minimum of 65 percent of their original purchasing power. This
is an increase from the 62 percent level that is being maintained in the
current year. ;

We recommend approval of this proposed appropriation for supple-
mental COLA payments. Because of the statutory limit on annual COLAs
(2 percent per year, uncompounded), long-time STRS retirees were par-
ticularly hard-hit by the high inflation rates that prevailed in the late 1970s
and early 1980s. Thi];zillppropriation would restore some of the purchasing
power tlZey lost to inflation.

REPORT ON TWO ELECTIVE EARLY RETIREMENT PROGRAMS

Chapter 557, Statutes of 1982, extended for three years the provisions of
existing law relating to two elective early retirement programs under the
State Teachers’ Retirement System. This legislation also cﬁzected the Leg-
islative Analyst to report to the Legislature on (1) the fiscal effects of early
retirement programs on participating school districts, and (2) the desira-
bﬂiiy of extending the programs beyond the sunset dates established for
each.

Background

+.Under existing law, a member of the STRS can retire with full retire-
ment benefits at age 60, providing that he or she has at least five years of
service credit. A retiree receives 2 percent of “final average salary” (the
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member’s average annual salary during the three highest-paid years) for
each year of service. Thus, an STRS member with 30 years of service credit
can retire at age 60 and receive an annual benefit equal to 60 percent of
his/her final average salary.

Members of the STRS also can choose to retire before reaching age 60
under one of several early retirement provisions. Currently, there are two
ongoing provisions and two limited-term provisions that allow for early
retiremerit.

Ongoing Early Retirement Provisions. All STRS members have
available tc them a “standard” early retirement program. Under this
provision, the retiree must be at least 55 years of age. The program also
requires a reduction in the basic retirement allowance equal to .5 percent
of the full retirement allowance for each month the member is younger
than the age of 60. The increased value of receiving earlier benefits is
offset by the allowance reduction, so that the provision doés not affect the
normal cost of the system. ,

In addition, school districts can elect to offer a “30-and-Out” option
which allows a member to retire as earg as age 50, providing the member
has completed 30 years of service. In addition to the .5 percent reduction
described above, the member’s basic retirement allowance is also reduced
by .25 percent for each month the member is younger than age 55. As with
the standard early retirement provision, the “30-and-Out” alternative im-
poses no additional costs on the STRS. '

Limited-Term Early Retirement” Alternatives. In 1979, the state
enacted two additional early retirement provisions. First, Chapter 248,
Statutes of 1979, directed the STRS to develop an alternative “30-and-Out”
option which (1) had a minimum age requirement of 55 ((ias opposed to
age 50 under the basic “30-and-Out” plan), and (2) provided an allowance
reduction of .25 percent per month éas opposed to .5 percent under the
basic “30-and-QOut” plan). The cost of this added benefit must be paid to
the STRS by the school districts electing to participate in the plan. The
program, which was available beginning June 1, 1979, was originaﬁ)ly sched-
uled to sunset on July 1, 1982. ’

Second, Chapter 219, Statutes of 1979, authorized an alternative early
retirement program available only to community college districts. This
elective program is the same as the standard “30-and-Out” alternative
except that it is available to community college members of the STRS who
have completed 25 years of service. While this “25-and-Out” alternative
extends early retirement eligibility to additional STRS members, it does
not result in direct costs to the system, as the early retirement benefits
have been actuarially reduced. Tﬂe program started on July 6, 1979, and
was originally scheduled to sunset on January 1, 1983. - -

Both of these elective early retirement programs—the modified “30-
and-Out” provision and the “25-and-Out” community college provision-—
were extendeel by Ch 557/82. As a result, the current sunset dates for these
two programs are July 1, 1985, and January 1, 1986, respectively. Senate Bill
68 (Deddeh),. introduced in December 1984, would extend the sunset
dates of these two programs even further, to July 1, 1988, and January 1,
1989, respectively. - o

bTable 2 sumanarizes the four STRS early retirement programs described
above. ' '
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Table 2

State Teachers Retlrement System
Summary of STRS Early Retirement Programs

. . Temporary Provisions
' As Provided by Ch 557/82
Ongoing Provisions - Modified
Standard ~. ~ 30-and-Out .  30-and-Out 25-and-Out ;-
Minimum Years of Service ... 5 . 30 30 ) 95 :
Minimum Age........... R 55 - 50 - 55 . 50
Eligibility ‘ All STRS All STRS ~All STRS Community. -

Percent Allowance Reduction

Members Members ‘Members College Membeérs
For Each Month Retiree Is -

Between: _ .
55-60 years of age ................ - 0:50% - 0.50% 025% 050% "~
50-55 years of age . NA® 025 NA® 025 ..
Sunset Date ........ccooneeiie None None 7/1/85 1/1/86 .
Mandatory (M) or k

Elect;ve (B) i e M ) R . v
.“Not apphcable . 5

- Purpose of the Optional Programs It is our understandmg that
these optional early retirement alternatives extended by Chapter 557
were enacted primarily for the purpose of helping school districts manage
their personne I-l)resources in the aftermath of Proposition 13. Because early
retirement options generally accelerate the rate at which employees
retire, these programs provided districts with the opportumty to save
‘money, either by leaving retirees’ positions vacant for some time or by
“filling the positions with less-experienced teachers, who receive lower
‘salanes and fringe benefits.

Early retirement programs, however, can also serve other purposes. For
‘instance, accelerated employee turnover can also expand promotional
“opportunities, thereby' providing districts with an additional means of
retaining and rewarding outstandm%1 employees. Furthermore, elective
early retirement options provide school districts and employee groups
with an extra element to consider in the determination of the total com-
pensation’ package It is possible that school districts have offered these
elective retirement programs as-a means, of offsetting other reductlons in
employee compensatlon S

Impcd of the Opfloncl Early Retirement Programs.

* Participation to Date. -Table 3 provides a summary of part101pat10n
‘levels and direct costs associated with the two elective early retirement
programs established in 1979 and extended by Ch 557/82. The table indi-
cates that only 309 STRS members took advantage of the modified *“30-
and-Out” program between 1979-80 and 1982-83 (information was not
available for 1983-84). This program has cost school districts. appro:amate—
ly $6.9 million during the five years it has been in effect.
 Withregard to the “25-and-Qut” provision for commumtiv) college mem-
bers, participation has been even lower, as only 29 members chose, this
retirement option between 1979-80 and’ 1983-84.° As noted above, this
altematlve unposes no cost on the system. =




... Item 6300 K-12 EDUCATION /. 1199

: Table 3
STRS Limited-Term Early Retlrement Programs

Participation Levels and Direct Costs
1979-80 through 1983-84

“25-and-Out”/

Modified “30-and-Out” Community College
" Number of Direct Number of Direct
Participants " Cost® Participants Cost®

69 $295,000 4 —
73 1,517,000 3 -

123 i 1,932,000 3 .

4 : 1,895,000 7 —

NA® - 1,219,000 12 —

309 $6,858,000 , 29 —

2These figures represent the ‘present value” (that is, current lump-sum) cost to the system of this
enhanced benefit. .
b This plan is “actuarially funded,” so that there is no cost to community college districts.
¢ Not available.
4 Estimate.

Impact on Schooi Districts.. As noted above, the dzrect fiscal 1mpact
of the optional early retirement programs on school districts has been a
cost of almost $7 million over a ﬁve-year penod These costs were: all
attributable to the modified “30-and-Out” provision, since the “25-and-
. Out” provision imposes no direct costs on community college districts.

With regard to the modified “30-and-Qut” provision, wé assume that,

“ since-the districts chose to participate in the program, the a.nt101pated
-benefits correspondmg to (or exceeding) the costs. As notedy above, these

- benefits may be in the form of: (1) salary savings, from hiring replacement
-teachers at a lower cost or not filling positions for a certain time; (2)
reductions in other aspects of employee compensation, as negotlated in

" bargaining agreements; or (3) potentially improved teacher morale, to
the extent the program is offered unilaterally to teachers. We have no way
of knowing, however, whether participating school districts have actually
realized benefits which are comimensurate with or greater than the cost
of the modified “30-and-Out” provision.

* Impact on the State. Participation by districts in the modified “30-
and-Out” program imposes some indirect costs on the state. First, because
this provision provides for higher retirement benefit allowances ‘than is

“the case under current law, the state’s subsequent payments for supp le-
‘mental cost-of-living adJustments (COLAs) will be slightly hlgher
they would have been under the permanent 30-and-Out provision, Smce
these COLAs are provided only after a retiree’s purchasing power has
fallen below 75 percent of its original level, it is unlikely that the state has
yet incurred any of these indirect costs. Even in the tuture, however, it
‘is unhkely that these annual COLA costs will be s1gmﬁcant

DeSll'dbllll'y of Fufure Extensions of the Progrcms o
Chapter 557 also requires  that we provide the Leglslature with our
‘commerits regarding the desirability of future extensions of these optional
early retirernent programs.
“Our-analysis suggests that the benefits of these programs probabl ex-
ceed their’ shortcomings. Essentially, these provisions are beneficial both
‘to teachers, who receive enhanced eneﬁts or the ability to retire earlier,




1200 / K-12 EDUCATION Item 6320

CONTRIBUTIONS TO STATE TEACHERS' RETIREMENT FUND—Continved

and to school districts, which are provided an additional personnel man-
agement tool. In addition, since the programs are optional, we assume that
the school districts would not participate unless it were advantageous for
them to do so.

We also find, however, that the programs have several minor draw-
backs. As noted above, there is a state cost under the modified 30-and-Out
provision, although it is an indirect cost and probably not very significant.
More importantly, the addition of two additional early retirement provi-
sions does complicate the existing STRS benefit structure, making it more
difficult for members to understand their retirement options and impos-
ing an additional—probably minor—administrative cost on the system.
Finally, the inclusion of elected benefits does detract from what apparent-
l)i has been alegislative objective of providing a uniform state retirement
plan. . v

If, however, the Legislature does not view these .concerns as serious
drawbacks and, if school districts are still desirous of having these addition-
al early retirement options, we see no compelling reason not to extend
these two limited-term provisions.

CALIFORNIA ADVISORY COUNCIL ON VOCATIONAL

EDUCATION ,
Item 6320 from the General - v ‘

Fund and Federal Trust Fund Budget p. E 53
Requested 198586 .........coouervcernineessnessssesssssnnssasssissnessisenessssss :$281,000
Estimated 1984-85..........ccociereiniiiiissneessssioerassssnssesessisnsesnses 278,000
Actual 1983—84 .......cioeuerrerreereerrensceseesennee eireseresresesuaitsessrssasibiiissnse 207,000

Requested increase (excluding amount
for salary increases) $3,000 (+1.1 percent)
Total recommended decrease ............ Bestbenessstsssenststssosiossrtssnssans 56,000

1985-86 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
6320-001-001—CACVE, support General ‘ $56,000
6320-001-890—CACVE, support Federal Trust 225,000
Total , $281,000

’ . ) Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. State Support. - Reduce Item 6320-001-001 by $56,000. 1202
Recommend elimination of General Fund support for
CACVE because (1) federal funds will be available to cover
the costs of state-mandated duties during the first half of the
budget year and (2) legislation specifying the extent of such
duties urincgl the second half of the budget year has not
been enacted. '
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GENERAL PROGRAM STATEMENT

. The federal Vocational Education Act of 1984 requires the state to estab-
lish an advisory council on vocational education and specifies the council’s
membership and duties. The current advisory council, the California Ad-
visory Council on Vocational Education (CACVE), was established by Ch
1555/69 in order. to comply with the requirements of an earlier federal
vocational education act and does not meet the requirements of the new
act.

The advisory council, as specified by the new federal law, must consist
of 13 merr. .ers appointed by the Governor (CACVE now has 25 mem-
bers), and must have planning, oversight, and evaluative functions. Specif-
jcally, the council is mandated by the new act to (1) advise the State Board
of Education, the Governor, the business community, and the general
public of the state on general vocational education policy, (2) take an
active role in the development of a state plan for vocational education, (3)
assess the distribution of financial assistance furnished under the act and
report on the extent to which populations with special needs are provided
with equal access to quality vocational education, and (4) evaluate, at least
once every two years, the vocational education program delivery systems
assisted under both the federal Vocational Education Act an tfxe Job
Training Partnership Act. _ '

Under the new fedéral law, the new advisory council must be estab-
lished before April 1,1985. Because the state constitution prohibits the use
of an urgency statute to create or abolish any office, however, the CACVE
will operate under the provisions of current state law until January 1, 1986.

In the current year, the CACVE is staffed by 4.1 positions.

OVERVIEW OF THE BUDGET REQUEST N

. The budget proposes expenditures totaling $281,000 from state and fed-
eral funds for support of the CACVE during 1985-86. This is an increase
of $3,000, or 1.1 percent, over estimated current-year expenditures. Fund-
ing for the council in the prior, current, and budget years is summarized
in Table 1. :

The budget proposes $56,000 from the General Fund to support the
council in 1985-86, an increase of $29,000—or 107 percent—over the cur-
rent-year level. This increase will grow by the cost of any salary or staff
benefit increase approved for the budget year. ‘

The budget also proposes expenditures of $225,000 from the Federal
Trust Fund, which represents the maximum amount that may be allotted
to the California council under the new federal act. This amount is $16,000

Table 1
Funding for the California Advisory Council
On Vocational Education
1983-84 through 1985-86
(dollars in thousands)

Change
198485 to
1983-84  1984-85  1985-86 1985-86
Federal funds: Actual - Estimated Proposed Amount = Percent
Funding in current year ... $184 $209 $225 $16 —717%
Carryover from prior years ... - 42 - NA NA
General Fund 23 21 56 29 1074
Totals $207 $278 $281 $3 11%

Personnel-Years ...... 41 41 41 - -
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—or 8 percent—above the $209,000 that the CACVE annually received
under the old act. In the current year, the CACVE has $42,000 in federal
funds carried over from the prior year, in addition to its annual allocation.
Of this amount, $12,000 will fund employee compensation increases in the
current year, and $30,000 will be carried over into the budget year.

ANALYSIS “ND RECOMMENDATIONS

We recomimend that $56,000 requested from the General Fund for the
CACVE be eliminated because (1) federal funds will be available to cover
the costs of state-mandated duties during the first half of the budget year
and (2) legislation specifying the extent of the council’s state-mandated
duties during the second half of the budget year has not been enacted.
(Reduce Item 6320-001-001 by $56,000.)

The proposed General Fund appropriation of $56,000 for the CACVE in
1985-86 is more than twice the current-year appropriation of $27,000. The
Froposed appropriation consists of (1) $27,000 to maintain the current
evel of support, (2) $27,000 for program expansion, and (3) $2,000 to
support the General Fund share of employee compensation iricreases.

In the past, the provision of additional General Fund support for the
CACVE has been justified on the basis that state law required the council
to perform functions in addition to those specified in federal law. Presuma-
bly, then, the budget proposal assumes that the council’s state-mandated
duties will not only continue to exceed the requirements of federal law,
but will increase during the budget year. Our analysis indicates that this
assumption is probably unwarranted, for two reasons.

First, the Legislature must enact legislation reinstating the CACVE and
conforming its duties to those specified in the new law. As noted earlier,
this legislation will be effective January 1, 1986. At this point, it is far from
clear that this legislation will impose duties on the CACVE in excess of
those required by federal law, or even those required by current state law.
To the extent the legislation specifies such additional duties, it is the
appropriate vehicle to g:'ovide e General Fund support needed to can('ly
out these duties. Accordingly, our analysis finds no justification for provid-
ing through the budget General Fund support for the CACVE during the
second half of 1985-86. .

Second, although the council will continue to operate under current
state law until January 1, 1986—and will thus be required to continue to
perform its state-mandated duties during this period—the council will
have sufficient carryover federal funds available to finance its state-man-
dated duties. Specifically,. the CACVE will have $30,000 in carryover
funds, while according to the budget request, only $28,000 will be needed
during the first half of 1985-86 to finance the council’s existing state-
mandated duties.

For these reasons, we recommend that all General Fund support re-
quested for the CACVE in 1985-86 be eliminated. If the legislation recon-
stituting the council imposes any state-mandated duties, the funding for
these duties should be provided in that legislation.
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CALIFORNIA OCCUPATIONAL INFORMATION COORDINATING
COMMITTEE

Item 6330 from the Federal
Trust Fund and Special

Deposit Fund Budget p. E 54
Requested 198586 .........ccoccvevieimrensmmrirerensessesssnssessarssersiesssssesssssenss $104,000
Estimated 1984-85......c.ooviiereeineeeresteseseseneseessesssesssssssssssanes 180,000
Actual 198384 ........coooeirrveerreetirectritse et se st rs b esasenen 141,000

Requested decrease (excluding amount
for salary increases) $76,000 (—42.2 percent)
Total recommended reduction ... 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 of 1978. The committee is
responsible for the development of the California Occupational Informa-
tion System, which provides occupational planning and guidance informa-
tion to educational institutions, the Employment Development
Department, and private industry. This committee will continue under
the Federal Vocational Education Act of 1984. It has three authorized
positions in the current year.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes an appropriation of $104,000 from the Federal
Trust Fund for support of the COICC in 1985-86. This is a decrease of
$76,000—or 42.2 percent—below estimated expenditures in the current
year.

This reduction is due to the fact that the COICC’s current-year expendi-
tures include a one-time $88,000 Job Training Partnership Act (JTPA)
grant from the California Employment Development Department. These
funds are being used to (1) develop, produce, and distribute a labor
market information guide for career counselors and (2) conduct work-
shops for career counselors on the use of labor market information. The
COICC expects to complete this work during 1984-85.

Table 1 shows COICC funding for the prior, current, and budget years.

Table 1
Funding for the California Occupational
information Coordinating Committee
1983-84 through 1985-86
{dollars in thousands)

Change
1984-85 to
1983-84  1984-85 1985-86 1985-86
Actual  Estimated Proposed ~Amount Percent
Federal funds ' $129 $104 $104 - -
Special Deposit fund ......ccoereeecensscsioncenes 12 76 — —$76 —100.0%
Totals $141 $180 $104 —$76 —42.2%

Personnel-Years 2 3 2 —_ —
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CALIFORNIA OCCUPATIONAL INFORMATION COORDINATING COMMITTEE
—Continved - :

ANALYSIS AND RECOMMENDATIONS
We recommend approval,

.. During 1985-86, the COICC expects to continue conductir’ii workshops
for vocational counselors and planners on the use of labor market informa-

tion in conjunction with the distribution of the labor market information
guide pub'<hed in 1984-85. ’ :

SCHOOL FACILITIES ASBESTOS ABATEMENT
Item 6350 from the Special Ac- '

count for Capital Outlay o bBudge‘t p- E 56
Requested 1985-86 ..........coovureemmmsrrnrnnseeeee errressssssssssesaessnensenssenns $10,000,000
Estimated 1984—S85........ccoeeueeveeenns eecsreneneesan eveirenees eeressesees cervene 10,000,000
Actual 1983-84 ............ fesnshieesnerrenssanres s resntsiess st rass B —

Requested increase: None
Total recommended reduction ..........ccocueenenen. rerreresaneressessesaesrantos : None
Recommendation pending ............eecscnnensineeensnsnesens (10,000,000)
1985-86 FUNDING BY ITEM AND SOURCE
Itemm—Description ‘ A Fund i Amount
6350-201-036—Asbestos 'Abatement: transfer to As- Special Account for Capital $10,000,000

bestos Abatement Fund - Outlay * - ‘ '
6350-201-973—Asbestos Abatement: Local Assist-  Asbestos' Abatement’ Fund (10,000,000)
ance : cee : '
Total ‘ - ’ $10,000,000
Y ) . Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Matching Contributions. - Recommend adoption of Budget 1206
Bill language requiring districts that receive apportion-
ments from the Asbestos Abatement Fund to provide
matching contributions, as specified.

2. Manufacturer Liability. Recommend adoption of Budget 1207
Bill language requiring districts receiving state funds for
asbestos abatement to repay the state if they receive com-
pensation from asbestos manufacturers.

3. Model Contract. Recommend adoption of supplemental 1208
reﬁ)ort language directing the State Allocation Board to de-
velop a model contract for all state-funded, school asbestos
abatement projects. : .

4. Cal-OSHA Monitoring. Withhold recommendation on $10 1210
million requested from the Asbestos Abatement Fund for
local assistance pending determination of the amount need-
ed for Cal-OSHA reimbursements.
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GENERAL PROGRAM STATEMENT

Current federal law requires each school district to inspect all school
facilities for asbestos and to notify ;l))arents and employees of any hazardous
asbestos materials found in school buildings. Hazardous asbestos materials
are those which are “friable”—loose, crumbling, flaking, or dusting—and
thus make it possible for asbestos fibers to be released into the air. Expo-
sure to girborne asbestos fibers has been linked with a number of serious
diseases, including cancer, which affectdi)rixna‘rily the lungs and digestive
system. Current state and federal law:does not require tﬁe containment
or remova. of asbestos materials which.are found in schools.

In 1984, the Legislature-enacted Chapter 1751, Statutes of 1984, (AB
2377) which established the Asbestos Abatement Fund and appropriated
$10 million from the Special Account for. Capital Outlay (SAFCO) to the
fund for matching grants to school districts for asbestos abatement projects
during 1984-85. The act directed the State Allocation Board (SAB) to
establish policies for the allocation of these funds, and authorized the
board to establish funding priorities based on the health hazards posed by
the asbestos materials in each school. At the time this analysis was pre-
pared; none of these funds had been allocated to local school districts.

This budget item requests additional financial assistance for local school
districts to ielp them contain or remove hazardous asbestos materials in
school buildings. , ‘

Asbestos abatement activities are intended to limit the possibility that
asbestos fibers will become airborne. This may be done by (1) sealing the
asbestos-containing materials (encapsulation), (2) enclosing the materials
with barriers to prevent the escape of fibers into the occupied areas of a
building, or . (3) removing asbestos-containing materials. Removal fre-
quently requires scraping off asbestos materials which, prior to 1978, were
sprayed onto walls and ceilings in many school buildings.

Asbestos abatement projects themselves carry risks. In fact, poorly-con-
ducted projects can-increase, rather than reduce, asbestos-related health
hazards in schools. If, for example, asbestos-containing materials are not
removed properly, or if they are damaged during enclosiire or encapsula-
tion, workers may be exposed to dangerous quantities of airborne asbestos.
Moreover, if asbestos fibers are not properly contained in the work area,
widespread contamination of schoo{) buildings may occur, exposing stu-
dents and school district employees to higher levels of asbestos than were
present before abatement activities began. '

OVERVIEW OF THE BUDGET REQUEST

The budget proposes to appropriate $10 million from SAFCO to the
Asbestos Abatement Fund, to be allocated by the SAB to local school
districts for asbestos abatement.

Federal funds also have been appropriated to provide loans or matching
grants (up to 50 percent of project costs) to local public or private schools

or asbestos abatement during the current fy'ear and in 1985-86. At the time

this analysis was prepared, the amount of federal funding which will be
r'ovidec{ for asbestos abatement projects in California schools had not
een determined. :
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ANALYSIS AND RECOMMENDATIONS
Local District Matching Contributions

We recommend that the Legislature adopt Budget Bill language requir-
ing each district that receives an apportionment from the.Asbestos Abate-
ment Fund to provide a matching contribution equal to 50 percent of total
project costs; up to a specified maximum annual contribution.: .

In:Chapt=r 1751, the Legislature directed the State Allocation Board
(SAB) to establish policies for the allocation of asbestos abatement funds
to local school districts on a matching basis. The act further authorized the
board to increase the allocation of funds to any district by the amount
needed to complete critical projects. )

The SAB has adopted a policy requiring local districts to provide a
matching coentribution, for all asbestos abatement projects funded in any
year, equal ‘to the lesser of (1) 10 percent to 50 percent (depending upon
the size of the district) of total project costs, or (2) one-half of 1 percent
of the district’s general fund and adult education budget (excluding capi-
tal outlay and debt service). Under this policy, relatively few school dis-
tricts wii' be required to provide the maximum matching contribution of
50 percent of project costs; for two reasons. First, the 50 percent match
requirement applies only to the approximately 300 school districts with an
average daily attendance (ADA) of more than 2,500. (Approximately 88
percent of the state’s public school students are enrolled in gxese districts.)
Second, because of the high cost of most asbestos abatement projects,
relative to the size of even a large district’s budget, matching contribu-
tions frequently will be limited by the one-half-of-1 percent cap before a
district has contributed 50 percent of total project costs.

Our analysis identifies the following problems with the SAB policy:

e It Reduces the.Incentive for Schools to Use Federal Funds. -Be-
. cause the policy requires matching contributions for state-funded
‘ ij ects which may be substantially less than the 50 percent match (or
. loan repayment) required for federally-funded projects, districts will
have little incentive to apply for and use the federal funds which will

.. be available for asbestos abatement. The federal funds will be award-

" éd only for completion of the state’s most critical asbestos abatement
projects. To the extent that districts with critical needs a[;ﬂy for and
receive state funding instead of federal funds, schools in California are
likely to receive a smaller share of the total federal funds available for
this purpose. v . '

e The Lesser Matching Requirement for Small Districts is Redundant.
There is no need to apply a match rate of less than 50 percent for
smaller districts because, t,)y capping matching contributions at one-
half of 1 percerit of a district’s bugget, the SAB has already limited the
match to reflect each district’s size and financial resources. -

e The Policy Establishes Different Matching Rates for No Reason.
The SAB policy will have the effect of applying different matching

- rates to asbestos abatement projects undertaken by local school dis-
tricts—depending on when funds are allocated—for no apparent pol-
icy reason. For example, if one district receives funds to complete
several projects in a single year, the district must make a one-time,
capped matching contribution. Another district which has identical
financial resources, and completes asbestos abatement projects with
the same total cost over several years, would be required to make a
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matching contribution during each year state funds are provided—
ultimatels paying a larger share of total project costs than the district
which reeeived all of its funding in a single year:

As an altermative to the policy established by the SAB, our analysis
indicates that requiring-each district to provide a 50 percent local match
for all asbestos abatement projects supported with state funds would (1)
provide the same amount of state support to all districts with equivalent
asbestos-related expenditures and (2) encourage the full utilization of
available federal funds for these projects. In addition, a 50 percent match
requirement would provide greater incentives for cost-effective expendi-
tures for asbestos abatement, and would increase the total number of
projects which can be completed with a limited amount of state funds.

While our analysis indicates that a 50 percent match requiremert, ap-
plied to all districts, is more appropriate than the SAB’s current policy, we
also recognize that a school district which undertakes a major asbestos
abatement effort may not have the financial resources to provide the full
match amount in a single year. Accordingly, we believe that it would be
appropriate to limit the contribution required in any single year, and to
protect distriets from incurring long-term financial liabﬁities for major
asbestos-related costs. . .

Specifically; we believe it would be appropriate to require each district
receiving an apportionment from the Asbestos Abatement Fund to pro-
vide a matching contribution equal to 50 percent of total project costs, up
to a maximum of one-half of 1 percent of tﬁe district’s general fund budget
(as specified) during each year, for a period of five years. In applying this
Eolicy,_ the SAB could either (1) allocate funds to the district over a num-

er of years, requiring an annual matching contribution or (2) increase
the allocation to a district in order to complete critical projects, and re-
quire the district to contribute its match amount to the Asbestos Abate-
ment Fund over a five-year period. Either way, the district would make
the same total matching contribution.

Accordingly, we recommend that the Legislature adopt the following
Budget Bill language in Item 6350-201-973:

“Notwithstanding any other provision of law to the contrary, the State
Allocation Board shall provide from the Asbestos Abatement Fund to
each eligible school district, an amount equal to 50 percent of the ap-
proved cost of asbestos abatement projects. The board may increase the
allocation to any district by the amount it determines necessary to
complete critical projects, provided that the district agrees to contrib-
ute to the Asbestos Abatement Fund an amount equal to the lesser of
(1) one-half of 1 percent of the district’s General Fund and adult educa-
tion budget (excluding capital outlay and debt service) each year for a
period of five years or (2) 50 percent of the total costs of projects for
which the district receives an apportionment from the Asbestos Abate-
ment Fund.” ' :

Asbestos Manufacturers May Be Liable for Abatement Costs »

We recommend that the Legislature adopt Budget Bill language requir-
ing school districts that receive state funds for asbestos abatement costs to
repay these funds, to the extent that the districts receive compensation
from asbestos manufacturers. ‘ .

A large number of school districts and local governments have sued
asbestos manufacturers in an effort to recover the costs of asbestos abate-

39—79437




1208 / K-12 EDUCATION Item 6350
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ment activities. One lawsuit against 54 asbestos manufacturers has been
declared a class-action suit, representing all schools and school districts in
the country* except those which have chosen to pursue litigation on their
own. In addition, many school districts have filed claims against the na-
tion’s largest producer of asbestos products. '

As a result of these proceedings; it is possible that asbestos manufactur-
ers may be found liabfe for some or all of the costs of asbestos abatement
activities. To the extent that school districts receive compensation from
asbestos manufacturers, part of the award should be used to repay the
state for funds advanced to the districts for asbestos abatement. Current
federal law requires districts that receive federal funds for asbestos abate-
ment to repay these funds in the event that the district is compensated
through asbestos-related litigation. : ‘

Because it is likely that the actual amount of awards received from
asbestos:nanufacturers will be less than the total costs incurred by districts
for asbestos abatement, we believe it would be appropriate to require that
each district repay the state in the same proportion as the district’s total
asbestos abatement costs were compensated. That is, if 80 percent of a
district’s total asbestos abatement expenditures are compensated as a re-
sult of a lawsuit or claim, the district would repay 80 percent of the state
funds received. '

Accordingly, we recommend that the Legislature adopt the following
Budget Bill language in Item 6350-201-973:

“Notwithstanding any other provision of law to the contrary, the State
Allocation Board shall require local education agencies receiving funds
appropriated in this item to agree to the following conditions: In the
event the local education agency receives an award for the costs of
asbestos abatement as'a result of any lawsuit or claim brought by it or
on its behalf against asbestos manufacturers or any person getermined
to be liable for these costs, a part of such award s aI]).l be used to repay
funds which the agency receives from this item. The amount of the
repayment shall equal the product of (a) the amount received from
funds appropriated in this item and (b) the proportion of total asbestos
abatement expenditures made by the agency which are compensated
as a result of the lawsiit or claim.” '

Model Asbestos Abatement Contract Needed

We recommend that the Legislature adopt supplemental report lan-
guage directing the State Allocation Board to develop a model contract,
as specified, to be used by each school district that receives state funds for
asbestos abatement projects.

In Chapter 1751, the Legislature declared its intent that school districts
which receive state funds gf‘ asbestos abatement shall comply with guide-
lines established by the Environmental Protection Agency (EPA) for the
protection and safety of workers and all other individuals during asbestos
abatement activities. The EPA has established non-regulatory guidelines
for school districts regarding worker protection, asbestos removal proce-
dures, and work area preparation and decontamination. In addition, cur-
rent state and federal regulations contain fairly detailed provisions
regarding so:me aspects of asbestos abatement activities, including re-
guirements for (1) the use of protective respirators and clothing for asbes-
tos abatement workers, (2) testing for airborne concentrations of asbestos
fibers, and (3) proper disposal of asbestos materials.
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We have visited a number of school districts which conducted asbestos
abatement projects prior to the establishment of the state-funded asbestos
abatement program. (These districts used their general funds or deferred
maintenance funds to support these expenditures.) Our review indicates
that many districts are not fully aware of current state and federal regula-
tions regarding asbestos abatement activities. In some cases, it appears
that projects have been completed safely, in compliance with the applica-
ble regulatio ns and guidelines. In other cases, however, potentially serious
violations ha ve occurred that may have exposed asbestos workers, school
district staff, and children to airborne asbestos fibers. At one site we visit-
ed, for exam ple, district officials described improper cleanup procedures
which may have resulted in the contamination of school facilities. Follow-
ing completion of asbestos removal at this site, there had been no testing
to determine airborne concentrations of asbestos in work areas prior to
occupancy by students and teachers. :

In order to help ensure that (1) school districts and contractors are
aware of EPA guidelines and applicable regulations and (2) state-
supported asbestos activities are completed in compliance with these re-
quirements, we believe that the State Allocation Board should develop a
model asbestos abatement contract to be used by any school district which
receives an apportionment from the Asbestos Abatement Fund.

Staff at EPA have indicated that the agency currently is developing a
model asbestos abatement contract whic% may be modified to meet the
particular needs of each state. They anticipate that this contract will be
aﬁailable Iater this spring, and could be used by the SAB with only minimal
changes. ; :

Our analysis indicates that the model contract should include, at a mini-
mum, specifications regarding:

e training requirements for asbestos abatement contractors and all em-

ployees who will be working in areas where there is friable asbestos,

o procedures for monitoring airborne asbestos concentrations during

abatement activities, and standards for allowable concentrations,

o procedures for the decontamination of workers and materials prior to

exiting work areas,

o standarels for the inspection of work areas prior to occupancy by

school staff or students, and

¢ requirerments for the disposal of asbestos-containing materials.

We believ-e that the use of such a contract could increase the level of
compliance with existing requirements by clarifying the responsibilities of
school distriets and contractors regarding asbestos abatement projects

rior to the start of these projects. The contract requirements would also
iscourage bids from contractors who lack the qua%‘.fications to complete
asbestos abatement projects properly. .

Accordingly, we recommend that the Legislature adopt the following

supplementafl report language:

“The State Allocation Board shall develop, by October 1, 1985, a model
contract to be used by any school district or county office of education
as a condition of receiving state funds for asbestos abatement projects.
The contract shall be based, as much as possible, on model contracts
developed by the Environmental Protection Agency, and shall, at a
minimum, include specifications regarding: (1) training requirements
for contraetors and all employees who will be working in areas where
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there is friable asbestos, (2) procedures for monitoring airborne asbestos
concentrations during abatement activities, (3) procedures for the
decontamination of workers and materials prior to exiting work areas,
(4) standards for inspection of work areas prior to occupancy by school
staff or students, and (5) requirements for disposal of asbestos-contain-
ing waste materials.”

Cal-OSHA Should Monitor School Asbestos Abatement Projects

We withhold recommendation on the $10 million requested for local
assistance from the Asbestos Abatement Fund, pending a determination of
the reasonable amount needed to reimburse specified Cal-OSHA activi-
ties.

The Division of Occupational Safety and Health, within the Depart-
ment of Industrial Relations, has the responsibility for conducting moni-
toring and related activities, through the Cal-OSHA program, for asbestos
abatement projects. Our analysis indicates that neither the Cal-OSHA
program, nor the other state and federal agencies with i‘esponsibiliti/ for
school asbestos abatement activities, has agequate resources available in
the budget year to provide the consultation and monitoring which are
necessary to ensure that state asbestos abatement funds are used in a safe
and cost-effective manner. ' '

Given (1) the level of funding proposed in the budget for asbestos
abatement and (2) the amount of funds which will be allocated in the
current year for this program, we estimate that asbestos abatement
projects will be undertaken at approximately 500 schools throughout the
state during the budget year. (This number will be increased to the extent
that federal funds are also provided for this Eurpose.)

As noted, improperly conducted asbestos abatement activities may ac-
tually increase the exposure of children and school employees to hazard-
ous airborne asbestos. This exposure could increase the risk that children
or school employees may eventually develop asbestos-related health prob-
lems. If this occurs, the long-term cost of asbestos abatement could in-
crease on account of a&lﬂ the need to finance further cleanup work and (2)
the districts’ potential liability for damages if students or employees later
develop asbestos-related diseases. '

Serious problems have occurred in other states where asbestos abate-
ment projects have been undertaken without adequate school district
expertise or state monitoring and technical assistance. In New Jersey, for
example, nearly 100 schools were unable to open in September 1984 be-
cause of sloppy or incomplete asbestos removal or inadequate cleanup of
asbestos projects. New Jersey officials have indicated that many of the
problems encountered in that state were the result of inadequate monitor-
ing, both during and following completion of asbestos abatement projects.

These same problems could occur in California’s asbestos abatement
program. Most school districts with asbestos abatement projects that we
contacted received little or no assistance or monitoring from those state
or federal agencies which have responsibility for regulating asbestos-relat-
ed activities—primarily Cal-OSHA and the federal Environmental Protec-
tion Agency (EPA). Our review indicates that, without appropriate
assistance and monitoring, most districts lack both the specialized exper-
tise and knowledge of current regulations to ensure that asbestos abate-
ment projects are completed safely and effectively.
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The EPA indicates that plans have not yet been developed for federal
monitoring and inspection of sites where there is demolition or renovation
of asbestos-containing materials, although the agency reports that there
have been frequent and potentially serious problems of non-compliance
with federal regulations regarding asbestos abatement. During the cur-
rent year, EPA has provided $150,000 in federal funds to SDE to monitor
school district compliance with federal regulations regarding the identifi-
cation of asbestos hazards. No federal funds have been provided for SDE
to assist schools with asbestos abatement activities. At the time this analysis
was prepared, SDE and EPA had not established a contract for asbestos-
related activities to be completed during 1985-86. As a result, we are
unable to determine what level of federal assistance—if any—will be pro-
vided (either directly or indirectly, under contract with SDE) for school
asbestos abatemnent activities in the budget year.

Our analysis indicates that Cal-OSHA is the appropriate program to
monitor asbestos abatement projects in order to protect the health and
safety of asbestos workers, school staff, and students. Current regulations
require that employers notify Cal-OSHA before beginning asbestos abate-
ment work. Cal-OSHA may provide assistance to school districts through
two programs: (1) a consultation service available to districts and contrac-
tors prior to the start of asbestos abatement projects and (2) monitoring
and enforcement of worker safety requirements while projects are under-
way. When appropriate, Cal-OSHA has the authority to shut down an
asbestos abatement project until safety violations have been corrected.

Cal-OSHA, however, has not been given additional staff to provide
registration, consultation, monitoring, and enforcement related to school
asbestos abatement projects during the current year, and the budget pro-
poses no additional funds for this purpose in 1985-86. Consequently, these
services will be available to school districts and contractors only to the
extent that Cal-OSHA decreases its consultation, monitoring, and enforce-
ment activities in other areas. In our analysis of the proposed budget for
Cal-OSHA, we recommend that the Department of Industrial Relations
report, prior to budget hearings, regarding the anticipated costs of activi-
ties relating to school asbestos abatement projects. (Please see our analysis
of Item 8350.)

Our analysis indicates that it would be appropriate to reimburse the
Department of Industrial Relations (DIR) from the Asbestos Abatement
Fund for increased workload associated with the Cal-OSHA registration,
consultation, monitoring, and enforcement, in order to ensure that asbes-
tos abatement projects are completed safely and effectively, and do not
result in increased exposure to airborne asbestos and the contamination
of school buildings. Cal-OSHA is the appropriate agency to carry out these
activities because (1) it has expertise and regulatory responsibilities in this
area and a&2) state funds allocated for Cal-OSHA activities may be matched
by federal funds.

Accordingly, we recommend approval of the request to transfer $10
million from SAFCO to the Asbestos Abatement Fund (Item 6350-201-
036), but we withhold recommendation on the request to allocate this full
amount for local assistance (Item 6350-201-973), pending receipt of infor-
mation from DIR which would allow the Legislature to determine the
amount needed to reimburse DIR for specified Cal-OSHA activities relat-
ing to asbestos abatement projects in schools. We will review this informa-
tion, and make recommengations to the Legislature regarding the amount
that should be transferred from the Asbestos Abatement Fund to DIR to
reimburse the department for the reasonable costs of these activities.
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COMMISSION ON TEACHER CREDENTIALING

Item 6360 from the Teacher ‘ :
Credentials Fund , Budget p. E 59

Requested 1985-86 ...
Estimated 1984-85...... ,
Actual 1983-84 ......ierieeeenrcerenssnesstnssnsie s eesesassesssassassessessasns
Requested increase (excluding amount :
for salary increases) $438,000 (+47.5 percent)

Recommendation pending .......ic..cceeneesesesesiviessensieneiones 6,281,000
" o Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Funding Alternatives. Withhold recommendation on the 1214
$6.3 million requested for the Commission on Teacher Cre-
dentialing, pending completion of a report on funding alter-
natives. -

GENERAL PROGRAM STATEMENT ‘ :

The Commission on Teacher Credentialing (CTC) is responsible for (1
developing standards and procedures for credentialing teachers and ad-
ministrators, (2) issuing and revoking credentials, (3) evaluating and ap-
provin§ programs of teacher-training institutions, and (4) establishing
po]icK eadership in the field of teacher preparation. The commission,
which is supported by the Teacher Credentials Fund, has 93.4 authorized
positions in the current year.

Table 1

Commission on Teacher Credentialing
Budget Summary
1983-84 through 1985-86
(dollars in thousands)

Change

1984-85
Actual  Estimated Proposed to 1985-86
1983-84 198485 198586 Amount Percent

Credential issuance and information ..........coeeve $1,936 $2,092 $2,215 $123 5.9%

Certification standards and program approval .... 428 462 554 92 199
Program monitoring and evaluation.........e 504 537 569 - 32. 6.0
Examinations 1,696 1,708 . 1,827 119 - 7.0
Professional standards 1,027 1,044 1,116 72 69
Administration ® (956)  (L010)  (L059) _(49) _(49)
Total Expenditures $5,591 $5,843 $6,281 $438 7.5%

Positions ; 98.8 99.2 934 58 —58%

2 Teacher Credentials Fund. -
b Administration costs distributed among other program elements.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes an appropriation of $6.3 million from the Teacher
Credentials Fund for support of the commission in 1985-86. This is an
increase of $438,000, or 7.5 percent, over estimated current-year expendi-
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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 in the commission’s budget proposed for the
budget year. As the table indicates, an increase of $384,000 is required to
maintain the existing level of service. Of this amount, (1) $146,000 would
fund increased prorata charges for services provided to the commission by
other state agencies ($70,000 of which is to make up for an under-estimate
of prorata costs in 1983-84), (2) $129,000 is for price increases in the
budget year, and (3) $115,000 is to provide for increased rent—the com-
mission will be changing locations in the budget year..

Table 2

Commission on Teacher Credentialing
Proposed 1985-86 Budget Changes
{dollars in thousands)

1984-85 Expenditures (revised) $5,843

Changes to Maintain Existing Budget: . 384
Employee compensation : 13
Nonrecurring expenditures —53
Inflation adjustments 129
Merit Salary adjustments 34
Prorata adjustments . : 146
Rental inicrease . 115
Budget Change Proposals: ; ; ‘ 54
Workload adjustments related to SB 813
Study of teacher trainee program \ 31
Regulations for professional growth TeqUITEMEnLS ...........uceemessrrrsessassinses 14
Review of single-subject waiver programs 22
Data collection workoad adjustment. —4
Negative budget change proposal -9
1985-86 Expenditures (proposed) $6,281
Change from 1984-85: ‘ ‘ .
Amount ‘ . $438
Percent i, : : 7.5%

Table 2 shows that the budget change proposals would result in a net.
expenditure increase of $54,000 in 1985-86. Of this amount, $45,000 is to
accommodate increased workload related to provisions of SB 813 (Ch
498/83). Specifically; the budget proposes a one-time expenditure of $31;
- 000 to study the effectiveness of the new certificated teacher trainee
program, and an augmentation of $14,000 for the development of regula-
tions for teacher professional growth requirements. :

The budget also requests a one-time augmentation of $22,000 for the
purpose of reviewing single subject credential programs that an applicant
may complete in lieu of passing an examination on the subject matter.
These “single subject waiver program” reviews were intially funded by a
one-time augrmentation of $42,000 in 1983-84. The reviews were not com-
pleted in that fiscal year, however, and approximately $22,000 of the initial
augmentation reverted to the Teacher Credentials Fund. The commission
islnov(sir requesting the use of these funds so that the reviews can be com-
pleted.
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Finally, the budget reflects a reduction of 5.8 personnel-years. This
reduction in personnel-years primarily reflects the elimination of 4.8 tem-
porary help positions authorized in the current year, for the purpose of
reducing to 30 days the average amount of time needed to awarg a creden-
tial to an applicant. ‘ : '

ANALYSIS AND RECOMMENDATIONS

We withhold recommendation on the $6.3 million requested for the
Commission on Teacher Credentialing, pending completion of our report
on funding alternatives.

The Commission on Teacher Credentialing is supported entirely by fee
revenues, most of which is derived from examination and teacher creden-
tial fees. These fees, which have generated adequate revenues in the past,
have failed in recent years to keep pace with the commission’s fundin
needs. As a result, the reserve balance in the Teacher Credentials Fung
will have declined from a level of $2.0 million (42 percent of the commis-
sion’s annual expendituresf) at the end of 1982-83 to an estimated level of
$1.1 million (17 percent of expenditures) at the end of the current year,
and to an estimated level of $12,000 (0.2 percent of expenditures) at the
end of the budget year.

Recognizing this problem, the Legislature adopted language in the Sup-
plemental Report of the 1984 Budget Act directing the Legislative Analyst
to prepare a report examining alternatives to the present system of fund-
ing the operation of the Commission on Teacher Credentialing. We are
in the process of comgleting this report and will submit it prior to hearinﬁs
on the comrnission’s budget. Pending completion of this report, we with-
hold recommendation on the $6.3 million requested for the commission.

f

Avutomation Requirements ‘ :

In the Analysis of the 1984-85 Bmffet Bill, we reported that the automa-
tion requirements of the CTC needed to be identified. Accordingly, we
recommended that the commission’s budget be augmented by $30,000 so
that it could contract for an examination of its electronic data processing
(EDP) needs. Specifically, the contractor was to examine the extent to
which an EDP system could improve both the efficiency of application
processing and the commission’s information gathering and reporting
capabilities. The. Legislature approved this augmentation, which was in-
cluded in the 1984 Budget Act. : S ‘

A study of the commission’s electronic data processing needs has been
completed and submitted to the Legislature. The report estimates that the
system required by the commission would cost approximately $1.1 million
over a5 year period. : _

Our review indicates that an electronic data processing system for the
commission is, indeed, warranted. Some of the significant benefits that
would result from such a system include: '

o Reduced Application Processing Time. The report estimates that .
* the’'EDP system would reduce the average amount of time required "
- for processing credential applications from 17 to 7 days. The delay
from the time an application is first received until processing begins
would ‘be reduced to 2 days (from a current delay of 34 days).
s Automated Reporting Capabilities. The systemn would automate -
the gathering of data and the reporting of information. This would
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significantly improve the commission’s capabilities in this area.

o Significant Savings. The report estimates that, over the five year
implementation period, the system would result in $1.2 million in
savings, thereby offsetting the estimated $1.1 million cost of imple-
menting the system. The report further estimates ongoing savings to
the commission of $424,000 annually.

Based on its current projection of credential application fee revenues,
the CTC will not have sufficient funds in the Teacher Credentials Fund
to support the implementation of the EDP sgfli::em efforts in the budget
year. Consequentlp , the budget provides no funding for the EDP system
in 1985-86. We w:il address the issue. of funding for the proposed EDP
system in our report on funding alternatives for the commission.,






