Item 6100 K-12 EDUCATION / 1257
DEPARTMENT OF THE YOUTH AUTHORITY—REVERSION‘ .

Item 5460-495 to the General
Fund, Special Account for
Capital Outlay

ANALYSIS AND RECOMMENDATIONS

We withhold recommendation on the reversion proposed under Item
5460-495, pending receipt of additional information.

Item 5460-495 of the budget proposes the reversion of the unencum-
bered balance of the following appropriation:

1. Item 546-301-036 (i), Budget Act of 1981 ($149,000)—DeWitt Nelson
School—relocatable classroom building.

These funds were appropriated to purchase and install a relocatable
classroom building at the DeWitt Nelson School (DNS). During last year’s
budget hearings, t%le department indicated that DNS did not have enough
educational facilities to deal with the population increase at this school.

In October 1981, the Director of Finance informed the Joint Legislative
Budget Committee (JLBC) of her intent to approve the transfer of these
funds to another capital outlay project. The Chairman of the Joint Legisla-
tive Budget Committee requested that she not proceed with the proposed
redirection of funds. At that time, the Director indicated that while the
DNS relocatable classroom bulldmg could be deferred, the need for the
facility had not diminished. The department has not indic_ated why these
funds are no longer needed. We withhold recommendation on this item,
pendmg receipt of this information.

DEPARTMENT OF EDUCATION
Itern 6100 from the General

Fund and various funds » . Budgetp. E1
Requested 1982-83 ........coriiieveeniiierisivnerenseissesssinessssssssiasisssaene $8,879,891,000
Estimated 1981-82.......cccciviciireciiiirecseservnnnesesastsssasisssssssissonsnsens 8,299,220,000
ACtUal 1980-81 ..ot sse e sreseressasssessssessssoses 8,118,462,000

Requested increase (excluding amount for salary
increases) $580,671,000 (+7.0 percent)

Total recommended reQUCHON ..............orvosssosereessesssssomsesssssenes $44,493,500
Recommendation pending .............cuereeecrierersnsinssessessessesenns $7,611,000
1982-83 FUNDING BY ITEM AND SOURCE
Analysis

Item | Description Fund Amount Dpage
6100-001-001—Main support General $30,897,000 1357
6100-001-140—Environmental education ad- Environmental License - 1362

ministration Plate : ,
6100-001-178—School bus driver instruction ~ Driver Training 459,000 1298

' Penalty Assessment ‘
6100-001-3¢4—School capital outlay planning State School Building 487,000 1357
Lease-Purchase

6100-001-680—Surplus property agency “Surplus Property 25,346,000 1344
6100-001-955—Instructional materials ware- General L - 1307

housing and shipping . ‘
6100-001-890—Federal support Federal Trust : 32,067,000 1357

Pasteup Delete This Line
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6100-006-001—Special schools General 29,806,000 . 1331
6100-011-001—Library support General 6,851,000 1364
6100-011-890—Library federal support Federal Trust 1,028,000 1365
6100-101-001—School apportionments General 5,259,631,000 1272
6100-106—001—County schools "General 122,626,000 1278
6100-111-001—Transportation General © 161,725,000 - - 1302
6100-114:001—Court and federal mandate General 128,726,000 1320
reimbursement . L ~
6100-116-001—School Improvement Program -Géneral 162,695,000 . 1287
6100-121-001—Economic Impact Aid General 171,737,000 1284
6100-126-001—Miller-Unruh  Reading pro- General . 16,182,000 1288
gram g : .
6100-131-001—Native-American Indian pro- General 318000 1315
gram : - :
6100-136-890—Federal Title I -Federal Trust 252:776,000 1284
6100-141-890—Migrant education Federal Trust 63,442,000 . 1292
6100-146-001—Demonstration programs -General 3,558,000 1316
6100-151-00l—American Indian Education General . 750,000 1315
Centers : .
6100-156-001—Adult education General : 159,800,000 1314
6100-156-890—Federal adult education Federal Trust 9,288,000 1314
6100-161-001—Special education, General 677,080,000 1325
6100-161-890—Federal special education Federal Trust* 78,691,000 1329
6100-166-887—Vocational education Vocational Education 67,456,000 1311
Federal
6100-171-178—Driver training Driver Training 17,844,000 - 1298
Penalty Assessment »
6100-176-890—Refugee aid Federal Trust 48000 . 1285
6100-181-001—Curriculum services Genéral 1,070,000 1363
6100-181-140—Environmental education Environmental License 500,000 1362
6100-186-001—Instructional materials General 40915000 - 1307
6100-189-001—Instructional improvement General' 8,600,000 - 1307
6100-191-001-—Staff development - - General 14,386,000 1304
6100-196-001—Child development General 248,546,000 1333 -
6100-196-890—Federal child developent Federal Trust 1,957,000 . 1342
6100-201-001—Child nutrition General 25,390,000 1342
6100-201-890—Federal child nutrition Federal Trust 296,709,000 1282
6100-206-001—Urban Impact Aid General 67,103,000 1364
6100-211-001—Library local assistance General 5,520,000 1365
6100-211-890—Federal local assistance Federal Trust 5,216,000 :
6100-216-001—State mandates General 14,992,000 1317
6100-221-890—Federal block grant - Federal Trust 34,389,000 . 1312
6100-226-001—Cost-of-living incredse General 633,284,000 1267
Total ' $8879891,000
i . : . T Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS : page
1. K-12 Apportionment Legislation. Recommend urgency . 1974

legislation be enacted to revise the K-12 apportionment
reporting process to (1) extend the deadline for school
district apportionment reports, (2) provide the Depart-.
ment of Education more time to reconcile district reports,
(3) include penalties on districts which submit reportslate, .
(4) include penalties on districts which overestimate aver- . .
age daily attendance: (ADA), and (5) change county re- .
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. porting dates on school district property tax revenues. -

2. Study on Foundations and Fundraising. Recommend 1276
adoption of supplemental language to direct the Depart-
ment of Education to (1) conduct an analysis of school
district fundraising and foundation activities and (2) rec-
ominend a state policy on such activities.

3. Single Session Kindergarten, Recommend urgency legis- 1277
lation be enacted to repeal the Education Code provisions
limiting the use of kindergarten teachers.

4. County Offices of Education COLA. Reduce Item 6100- 1279
226-001 by $693,000. Recommend the COLA for county
offices be reduced by $693,000 because the budget pro-
poses a reduction of $10 million for county office capital
outlay and the higher COLA will not be necessary.

5. County-Operated Regional Occupational Program. 1280
Reduce Item 6100-106-001 by $2,810,000. Recommend
funding enrollment growth in county-operated Regional
Occupational Programs (ROPs) at a rate of two-thirds of
the revenue limit in order to be consistent with the fund-
ing rate proposed for regular K-12 apportionments. Fur-
ther recommend that the policy for county-operated ROP
adult enrollment groWth be the same as the policy the
Legislature adopts for school district adult enrcllment
growth. . )

6. Economic Impact Aid. Recommiend adoption of Budget 1285
Bill language to provide that the minimum EIA allocation
to school districts be increased to reflect cost-of-living ad-
justments provided for EIA in both the current and budget
years. .

7. Language . Proficiency Reclassification. Recommend 1286
adoption of supplemental language to direct the Depart-
ment: of Education to add a component to the language
census to (1) indicate the number of years each pupil who
has been reclassified as fully English Proficient (FEP) was
classified as limited English proficient and (2) indicate the
pri}r?nézll;y language and grade level of each pupil reclassified

- as . o

8. Bilingual Teacher Training Programs. Recommend the 1287
Department of Education be directed to provide a status
report to the Legislature by April 1, 1982 on (1) why it has
‘not implemented an interagency agreement with the
Commission for Teacher Preparation and Licensing for the
joint review of ESEA Title VII bilingual tedacher training

rograms and (2) why it has decided not to continue the
egislative policy for such agreemerts in 1982-83.

9. State Preschool Program. Recommend the Department of 1289
Education report -prior to budget hearings on the actual
amount of funds needed for the proposed preschool infla-
tion increase. Further recommend that Budget Bill lan-
guage allocating the inflation increase be -amended to

.. provide inflation adjustments for low cost programs.

10. School Environment and Safety Resources Unit. Reduce 1290
- Item 6100-001-001 by $164,000. Recommend the School

Environment and Safety Resources Unit be eliminated be-.
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cause (1) statutory authority for the school violence and
vandalism report has expired and (2) the unit’s remaining
functions duplicate those of other state programs.

11. Migrant Education Mini-Corps. Recommiend adoption of 1294

supplemental language to direct the Department of Edu-
cation to require in future Mini-Corps contracts that Mini-
Corps participants at California State University campuses
apply for school year stipends from regular college finan-
cial aid programs, making additional migrant education
funds available for other programs. :

12. Mini-Corps Administration. ‘Recornmend adoption of 1295
supplemental language to direct the Department of Edu-
cation to delete 16 school year coordinators from the Mini-

Corps contract and to redirect of these local assistance
funds to other migrant education programs. '

13. Migrant Education Task Force. Recommend the adop- 1296
tion of supplemental language to direct the Departmenit of
Education to discontinue participation in the Migrant Edu-
cation Task Force and to redirect funds previously allocat-
ed for such participation to other migrant education
programs. o _ _ ’

14. Migrant Education Evaluation. Recommend adoption of 1296
supplemental language to direct the Department of Edu-
cation to términate the external evaluation of Migrant Ed-
ucation and to redirect the funds to local assistance. =

15. UCLA Partnership Program. Recommend adoption .of 1297
supplemental language to direct the Department of Edu-
cation to termindte the UCLA Partnership program. Fur-
ther recommend language to direct that the savings be
used to develop statewide procedures for the identification
of and programis for gifted and talented migrdnt pupils.

16. Driver Training. Reduce Item 6100:171-178 by $17,- 1299
844,000. Recommend reimbursement for school district
driver training be discontinued because there is no evi-
dence that such training reduces traffic accidents and thus
warrants a state subsidy, for a savings of $17,844,000 that
would ‘be made available to the General Find by other
Erovisions of the budget. Further recommend legislation

e enacted to eliminate the requirement that persons’16 to
18 yesrs of age complete driver training before they can be
licensed. o . ‘ . S

17.. Farm Labor Vehicle Instructors. Reduce Item 6100-001- 1300
001 by $119,000. - Recommend consolidation of the Farm
Labor Vehicle Instructor Training program with the
School Bus Instructor Training program because of pro-
gram similarities and the small number of persons com-
pleting the Farm Labor Vehicle Instructor.course.

18. School Bus Instructor Training Program Fees. Reduce 1301
Item 6100-001-178 by $229,500. Recommend the Legisla-
ture adopt Budget Bill language to direct the State Board
of Education to develop a schedule of fees for-assessment
to School Bus Instructor Training program participants to
recover 50 percent of the program’s cost, because public
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19.

20.

21.

22.

23.

24.

25.

26.

and private transportation providers benefit equally with
the state from the provision of this service.

Governor’s (Investment in People) Initiative on Staff De-
velopment. Reduce Item 6100-191-001 by $11,000,000.
Recommend the proposed $11 million expansion of staff
development programs (Investment in People) be deleted
because adequate information on how these funds would
be used has not been presented to the Legislature.

Staff Development Plan. Recommend adoption of sup-
plemental language to direct the Department of Educa-
tion to submit a plan to the legislative budget committees
by December 1, 1982, for providing existing staff develop-
ment allocations in a manner that provides more school
districts with an opportunity to benefit from the program.
Governor’s (Investment in People) Initiative on Instruc-
tional Materials. Delete Item 6100-189-001. Recom-
mend the proposed $8.6 million expansion of funding for
high school instructional materials be deleted because ade-
quate information on how these funds would be used has
not been presented to the Legislature.

Gifted and Talented Education. Reduce Item 6100-001-
001 by $129,000. Recommend adoption of Budget Bill lan-
guage to direct the Department of Education to include
the Gifted and Talented Education program in the con-
solidated application, for a reduction of 1.7 positions, be-
cause adrministration of this program in the consolidated
application would be more efficient from both the district’s
and state’s standpoint. ,

Federal block grant. Recommend the Legislature with-
hold action on the state operations funding, $7,611,000, for
the new federal block grant because justification has not

been provided for the proposed $1.6 million, 27.2 percent,

increase in state operations. ‘
School Attendance Review. Boards. Reduce Item 6100-
216-001 by $1,324,000. Recommend urgency legislation be
enacted to repeal the mandate requiring counties to estab-
lish School Attendance Review Boards (SARBs). Further
recommend adoption of Budget Bill language specifying,
pending enactment of legislation, that no funds be appro-
priated for reimbursement of 1982-83 SARB claims be-
cause there is no compelling reason why the state should
mandate and an for these boards when other programs
are being cut back. _ N .
Civic Center Act. Recommend legislation be enacted to
repeal the Civic Center Act to allow schiool districts more
flexibility in determining which local activities should be
subsidized with the free use of school facilities. .
High School Graduation Standards. Recommend (1) the
Legislature establish a statewide minimum proficiency
standard that graduating high school seniors must meet,
(2) local school districts be allowed to set standards higher
than the state standard, but which are not graduation re-
quirements, and (3) the Department of Education be re-
quired to review periodically the district implementation
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of the state standard.

27. Administrator-Teacher Ratio. Recommend legislation be 1319
enacted to repeal the ceiling on administrator-teacher
ratios. Further recommend, if the ceiling and penalties are
not repealed, that legislation be enacteg to (1) include in
the ratio both administrators and teachers who are funded
from categorical aid programs and (2) ensure more accu-

_ rate proration of teachers’ time between administrative
and classroom activities. ,

28. Court Mandates. Reduce Item 6100-114-001 by $8,470,000 1322
and increase Item 6100-121-001 by $8470,000. Recom-
mend funds for court mandated bilingual education pro-
grams in four districts be allocated statewide through the
Economic Impact Aid program because (1) all districts are
subject to the same general requirement and (2) addition-
al funds are needed for bilingual education to reflect a
growing number of bilingual students.

29. Federal Assistance for Special FEducation. Recommend 1329
adoption of Budget Bill language to direct the Department
of Education to allocate at least $65,800,000 of the 1982-83
PL 94-142 grant to local entitlements. If the grant exceeds
$78,600,000, then at least 84 percent of the funds should be
allocated. to local entitlements. Potential savings to the
General Fund of approximately $4 million. ‘

30. Advisory Commission on Special FEducation. Rediice 1330
Item 6100-001-001 by $67,000. Recommend the Advisory
Commission on Special Education be funded from federal
PL 94-142 funds, thereby increasing the amount available
in the General Fund that may be used by the Legislature
to meet high priority state needs. .

31. Child Development Program Overregulation. Recom- 1336
mend adoption of supplemental language directing the
Departments of Education, Finance, and General Services
to amend the provision of the Funding Terms and Condi-
tions section of local agency child care contracts which
addresses changes to local agency budgets.

32. Child Development Program Licensing. Reduce Item 1337
6100-001-001 by $126,000. Recommend that five staff serv-
ice analyst positions be deleted due to reduced workload,
for a General Fund savings of $126,000. Further recom-
mend that six staff service analyst positions, one staff serv-
ices manager II position, and 1.5 office assistant II positions
be limited to 1982-83, due to inadequate workload justifica-
tion.

33. Child Care Service Subsidies. Recommend adoption of 1338
supplemental language directing the Department of Edu-
cation to. revise the parent fee schedule to delete state
child care subsidies for families whose income level equals
or exceeds the state’s median income level for a compara-
ble family size, in keeping with expressed legislative in-
tent. ' E

34. Child Development Program Consultant Services.  Rec- 1339
ommend adoption of supplementasl language directing the
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Department of Education to develop consortia for the pro-
vision of program support services to local agencies, and
that the department report to the legislative budget com-
mittees by November 30, 1982, on the number of consortia
planned and implemented for 1982-83. .

35. Employer Sponsored Child Development Programs. 1340
Recommend adoption of supplemental language directing
the Department of Education to promote the establish-
ment 0? employer-sponsored child care services.

36. Control Section 21.42—Handicapped Children’s Centers. 1341
Withhold recommendation pending completion of a study
by the Department of Education regarding reimburse-
ment rates paid to child care centers serving handicapped
individuals. :

37. Surplus Property Position Reduction. Recommend 17 po- 1345
sitions in the commodities section be limited-term, pend-
ing clarification of workload. . :

38. New Supply Sources for Surplus Hardware. Recommend 1345
the Department of Education create a master plan to de-
velop new supply sources for surplus hardware. _

39. Surplus Property Data Processing. Reduce Item 6100-001- - 1346
680 by $2583,000. Recommend reduction of $283,000 in 'sur-
plus property state operations because the new data proc- -
essing systems will result in reduced workload.

40. Surplus Property Report. .Recommend adoption of sup- 1346
plemental language- directing the Department of Educa-
tion to report on actions taken on and potential savings
from implementing, recommendations in the State Logis-
tics-and Material Management Unit’s report on the Office
of Surplus Property. ; ‘

41. School Construction Cost Rates. Recommend the Legis- 1350
lature adopt supplemental language directing the State
Allocation Board to (1) revise its allowable base unit costs
for K-12 school construction so that they are made compa-
rable to rates allowed by the Board of Governors of the
California Community Colleges and (2) make the revised
standards effective July 1, 1982, with prior notification to
applicant school districts.

42. Priority Point Awarding. Recommend adoption of sup- - 1352
plemental language directing the State Allocation Board to
stop awarding construction priority points based on (1) the
length of time an application has been waiting for approval
and (2): past growth in average daily attendance.

43. Lease-Purchase Fund Revenue. Recommend legislation . 1353
be enacted to provide that the transfer of tidelands oil
revenue to the State School Building Lease-Purchase Fund
in 1983-84 and 1984-85 be an amount sufficient for an
unencuinbered balance of $200 million on July 1, 1983 and
1984, exclusive of other fund revenues. Further recom-
mend that the legislation provide for legislative determina-
tion through the annual Budget Act of minimum. priority
points for funding school construction.

44. Lease Rates for Portable Classrooms. Recommend legis- - 1355
lation be enacted to require lease rates covering the rental
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of state-owned portable classrooms.to be equal to market
rates. Further recommend Budget Bill language be adopt-
ed pending enactment of such legislation.

45. Intruder Alarm Systems. Recommend adoption of sup- 1355
plemental language to direct the Office of Local Assistance
to determine the cost-effectiveness of installing intruder
alarm systems in state-funded school construction projects
and to require such systems when they are cost-effective.

46. California Assessment Program. Reduce Item 6100-001- 1361
001 by $13,000. Recommend the Department of Educa-
tion discontinue the Entry Level Test because similar in-
formation is already being collected. Further recommend
the department develop a junior high school basic skills
test in order to better meet the legislative goals for the
California Assessment Program.

47. Environmental Education Administration. Reduce Item 1362
6100-001-001 by $84,000. Recommend all activities of the
Conservation Education Service (CES) be supported fully
by the Environmental License Plate Fund (ELPF), with-
out General Fund support, to reflect accepted budgetary
grlactice and provide the Legislature with more fiscal flexi-

ility.

48. Sutro Library Relocation. Reduce Item 6100-011-001 by 1366
$250,000. Recommend all costs associated with relocating
the Sutro Library be funded with tidelands oil revenues
from the Special Account for Capital Outlay because this
account has been established specifically for funding these
capital outlay related costs and making use of these funds,
rather than General Fund support, will provide the Legis-
lature with more fiscal flexibility.

49. Cost Estimate for Relocating the Sutro Library. Recom- 1367
mend the Department of Finance be directed to explain
how it determined the costs associated with relocating the
Sutro Library and what the administration intends to do if
funding requested in the budget is inadequate to meet
these costs.

50. Transportation COLA Overbudgeted, Reduce Item 6100- 1368
226-001 by $680,000. Recommend the inflation increase
for school district transportation be reduced to correct for
overbudgeting. "

51. Career Education Incentive Act. Reduce Item 6100-001- 1369
001 by $78,000. Recommend the General Fund match for
state administration of the federal Career Education In-
centive Act be deleted because there is no match require-
ment in 1982-83. :

52. Governor’s Budget Display. Recommend adoption of 1369
supplemental language to direct the Department of Fi-
nance to include all position changes in the supplemental
schedules dealing with authorized positions, and to make
these schedules consistent with the program budget orga-
nization. ‘

53. State Library Display. Recommend adoption of supple- 1369
mental language to direct the Department of Finance to
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adjust the 1983-84 Governor’s Budget and future budgets
to display the State Library as a separate department

budget.
Summary of Legislative Analyst’'s Recommended: Fiscal Changes

Activity ‘ _ General Fund Other Funds
County offices of education..... —$693,000 v —
County operated ROPs - —2810000 —
School environment and safety resources unit.................. —164,000 -
Driver training ' = ~$17,844,000
Farm labor vehicle instructors —119,000 —
School bus driver training - —229,500
Staff development expansion ~-11,000,000 —
Instructional materials expansion —8,600,000 —
Gifted and talented administration ............ceveeecrnecesenns 129,000 -
School attendance review boards . —1,324,000 —
Court mandates —8,470,000 —_
Economic impact aid 8,470,000 —
Allocation of P.L. 94-142 funds (—4,000,000) * —
Advisory commission on special education ........c.o..cvuvrener —67, —_
Child care licensing — 126,000 —
Surplus property data processing - --283,000
California assessment program —13,000 -
Environmental education administration...............ccoseewreeers —84,000 -
Sutro Library relocation —250,000 —_
Transportation inflation — 680,000 —
Career education incentive act —78,000 —_

Totals —$26,137,000 —$18,356,500

* Nonadd potential General Fund savings.

These recommended changes reflect our analysis of where the budget
contains funds that are in excess of individual program needs. Any funds
released by these recommendations would be available for redirection by
the Legislature to:-other high priority education or noneducation pro-
grams.

K-12 EDUCATION

GENERAL PROGRAM STATEMENT
K-12 Revenves

The budget proposes that $13,118.4 million be made available for K-12
education in 1982-83. This is $453.4 million, or 3.6 percent, more than the
amount provided in 1981-82. Total revenues for K-12 education in the
prior, current, and budget years are displayed in Table 1.

The state General Fund support for K-12 education is expected to
increase $485.3 million, or 6,2 percent, over the 1981-82 level, while the
amount of local and federal funds are expected to decline. The loss of
one-time 1981-82 revenues from taxes collected on unsecured property in
1978-79 accounts for the drop in the local contribution.

Federal Support is Unpredictable

The budget assumes that federal aid for education will decrease by $31.0
million between 1981-82 and 1982-83, to a level of $886.7 million (of this
amount, $33.1 million is for state operations and $853.6 million is for local
assistance). As the budget document observes, however, the amount of
federal aid for the budget year is unpredictable and may differ from what
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is shown in the fiscal displays. Given the uncertainties surroundmg the
level of federal aid and the expressed intent of the Reagan administration
to reduce federal education-aid, the budget estimates are probably opti-
mistic. When better information becomes available on the level of federal
funding that can be expected, we will so advise the fiscal committees.
The budget anticipates that in 1982-83, the state will provide 64.1 per-
cent of the available funds for K-12 educatlon local revenues will provide
29.1 percent and the federal share will be approx1mately 6.8 percent

Table 1 ;
Total Revenues for K-12 Education
_ (in millions)

Actval - Estimated ~ Proposed Change

1980-81 1981-82 198283 Amount Percent
State: .
General Fund ..........ooeooeemnsveerone $75075  $7,7666  $82519 $4853 63%
Other State Funds ® 52.3 938 160.6 66.8 712
ubtotals, state $7,559.8 $7,860.4 $8,412.5 $552.1 7.0%
Federal ® $1,044.0. . $917.7 $8867 . —$310: - —34%
Local: . . Ny
Property Tax LEVIES ovvveeerrresvenessnnnne $1,945.6 $2,573.4 $2,448.1 —$125.3 —49%
Debt Service . 4544 4580 4570 - -10 -02 7
Miscellaneous 797.0 - 855.5 4.1 /586 68" 5
Subtotals, 10cal.......ccoorerrsessesen $3,197.0 $38869 = §38192 4677 -17%
Totals $11,800.8  $126650 = $13,1184 $453.4

- 3.6%

% Speci Special funds.
b Includes federal impact aid (PL- 81-874) whlch is riot shown'in the budget.

Slgmflcant Program Changes in 1982—83 . '

Table 2:shows the component of the $453.4 million net increase in total
revenues for K-12 education. The most significant General Fund changes
are the (1) apportionment cost-of-living increase -($535.2 million), (2)
other statutory cost-of-living increases ($59.5 million), (3) deferred main-
tenance decrease ($60.0 million), (4) school capital outlay decrease ($45.8
million), (5) dlscretlonary cost.of- living increases ($42.7 million), (6)
State Teachers’ Retirement Fund increase ($35.4 nulhon) and (7) mar-
ginal average daily attendance reduction ($25 8 mrlhon) :

Table 2
Proposed 1982-83 Budget Changes
(in millions) . . . o

1981-82 Base . $12,665:0° °
1. Changes to Maintain Exrstmg Base:.: . : ~520.5

State administration $0.4 :

Apportionments—offset inflation 5352

Replacement of one-time funds - (40L6) ®

One-Time deficiency appropnatlon in current year ................... —1100

State Teachers’ Retirement . . 354

Othier statutory inflation adjustments 595

Increase in local property taxes (244.1) * L
2. Program Change Proposals: .. : —1188

Marginal average daily attendance —$25.8
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Eliminate district adult education grOWth ............ivereensiesssssassonsssens —43
Recapture of interest, lease, and rent income ........ouuvecessuserren ~16.0
County ‘capital outlay reduction -100
County ROP adult ADA reduction ; -17
Statutory inflation reduction : —41
Deferred maintenance —60.0
School capital outlay —45.8
100 percent guarantee —136
Discretionary inflation - : 427
- Investment in people : . 19.6
State library ; . . 02 :
3. All Other . : ) 51.7
Total Change (Amount/Percent) : _ $453.4
' » ‘ ’ (3.6%)
Total, 1982-83 $13,1184
General Fund......... $8251.9
Federal funds 8867
Other state funds 1606

Local funds _ i 3819.2

2 This represents a change of funding source.

Cost-of-Living Increase (Item 6100-226-001). The budget provides
$633.3 million for cost-of-living increases, (COLAs), as follows: (1) general
~ aid apportionments (base revenue limit)—the statutory cost-of-living in-
crease of 6.93 percent per average daily attendance ($520.3 million), (2)
special education ($46.9 million) and county office of education ($14.9
million)—the statutory cost-of-living increase of 6.93 percent, (3) a 5.0
percent cost-of-living increase ($7.6 million) for all other programs with
statutory cost-of-living adjustments, and (4) a 5.0 percent cost-of-living
increase ($43.6 million) for those local assistance programs (except driver
training, small district transportation general aid, and state, court, and
federal mandatesf’l. that do not have statutory cost-of-living adjustments.

Elsewhere in this Analysis (see'A-pa%;es), we discuss the Governor’s
lEl?u:iiget proposals:for all COLAs, and how these increases affect the

udget. -

One-Time Unsecured Properiy Tax Revenues. For 1981-82, school dis-
tricts were allocated $369.4 million in revenues from taxes levied on prop-
erty listed on the unsecured roll in 1978-79. Of this amount, $217.4 million
was provided directly to school districts and $152.0 million was provided
from unsecured property tax revenues which were originally allocated to
cities, counties, and special districts, but were transferred to school dis-
tricts by Ch 101/81 (SB 102). The budget replaces these one-time reve-
nues with General Fund aid to maintain the base level of support for
apportionments. ‘ '

One-Time Funding for 1950-81 Deficits.. The Budget Act of 1981 ap-
propriated $110.0 million to (1) fund the 1980-81 school apportionment
deficit ($80.0 million) and (2) partially fund the special education deficit
($30.0 million). Because these were one-time costs, the budget shows a
reduction of $110.0 million between the current and budget years.

Increase in Property Taxes. The budget estimates that the property
tax will provide revenues of $2,448.1 million for K-12 education in 1982-83.
This is an increase of $244.1 million, or 11.1 percent, over the current year
base property tax revenues excluding the unsecured property tax reve-
" nues. This increase has the effect of reducing the amount of General Fund
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support needed to fund district revenue limits because property tax reve-
nues offset the need for state aid on a dollar-for-dollar basis. When the
one-time unsecured property tax revenues received in the current year
are included in the total, property tax revenues show a decrease of $125.3
million between 1981—82 anJ) 1982-83.

One-Hundred Percent Revenue Limit Guarantee. In récent years, dis-
tricts have been guaranteed an apportionment that is at least 102 percent
of the prior year apportionment. The budget proposes that the statutory
102 ercent revenue guarantee be replaced by a 100 percent guarantee.

e Department of Finance estimates that replacing the 102 percent
revenue limit guarantee with a 100 percent guarantee will save the Gen-
eral Fund approximately $13.6 million in 1982-83.

Rental, Lease, and Interest Revenues. For K-12 apportionments, the
budget proposes to define as local income 10 percent of local revenues
generated from rentals and leases of school facilities and interest earned
on invested cash. Currently, these funds are not counted in apportion-
ment calculations, and increase the amount available to the districts on a
dollar-for-dollar basis. Under the Governor’s proposal, 10 percent of these
revenues would be included in the computation of the local contribution
for revenue limits, thus reducing the required state contribution to local
assistance. The Department of Finance estimates that in 1982-83, school
districts will receive $135 million in rental, lease, and interest income, and
county offices of education will receive $25 million. Consequently, this
measure should result in a $16 million savings to the General Fund.

Capital Outlay. The budget proposes a school district capital outlay
reduction of $105.8 million ang a County Office of Education capital outlay
reduction of $10.0' million from the 1981-82 funding level. The school
district capital outlay reduction results from (1) elimination of funding for
deferred maintenance ($60.0 million) and (2) a reduction in funds avail-
able for school construction ($45.8 million).

Investment in People Proposal. Included in the budget is a $19 6 mil-
lion augmentation for grades 9 through 12 instructional materials in math-
ematics and sciences ($8.6 million) and ($11 million) for staff
development in mathematics and sciences. This augmentation is part of
the Governor’s $49 million Investment in People program.

Additional Property Tax Proposal. The budget “A-pages” outhnes a
roposal that wotild allow counties to reassess property on an accelerated
gasis The budget estimates' that approval b}l the Legislature and full
implementation of the proposal statewide would increase education-relat-
ed tax revenues by up to $205 million in 1982-83. We estimate, however,
that the school revenues would be approxirately $150 million. Were the
proposal to happen, the amount of state aid required from the General
Fund would decline. Because (1) the proposal would be optional to coun-
ties and (2) no reliable estimate of increased property tax reventues could
be made until each county determined whether it would adopt the option,
the budget does not show a reduction:in General Fund support for schools
resultmg from- this proposal.

Other Changes. The major comfonents of the other changes are (1)
a$31.0 million reduction in federal funds primarily due to an anticipated
$15.0 million reduction in federal impact aid (PL 81-874), (2) a $35.4
mrllton increase in state contnbutwns to'the State Teachers” Retirement
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Fund (this increase is discussed in our analysis of the fund), and (3) .a $58.6
million increase in school district miscellaneous revenues, pnmanly due
to an increase in schdol meal charges.

Marginal Revenue Limit Funding. The budget proposes that school
districts receive 67 percent of their revenue limit per average daily at-
tendance (ADA) for increasesin ADA in the first year. Currently, districts
receive 100 percent of their reveriue limit per ADA for increased ADA.
Under the Governor’s proposal, districts would receive 100 percent of
their entitlement in the second year.

The Department of Finance estimates that funding first-year increases
in ADA at 67 percent of district revenue limits will save the General Fund
approximately $25.8 million in 1982-83. For reasons which we next discuss,
we recommend that this proposal be approved.

Marginal Revenve Limit Funding Adjustment

Currently, districts are funded at 100 percent of their revenue limit per
ADA for increases in ADA. The Governor’s Budget proposes to fund ADA
growth at 67 percent of the districts’ revenue limit per ADA. Compared
to current law, this proposal would allow K-12 apportionments to be
reduced by approximately $25. 8 million. While this proposal results in
district receiving less than they would under current law, they still would
receive an increase in revenues:as 2 result of the increase in: ADA.

Our analysis indicates that marginal funding for ADA growth is appro-
priate for the following reasons:

e This policy would be consistent with the state pohcy of fundmg all
student increases in the three higher education segments at a rate less
than the average cost. Currently, UC and CSU are provided funding
for FTE increases at rates less than the average cost per FTE. The
community colleges finance mechanism, also recognizes that declines
and increases in ADA should be funded on an incremental basis.

« Such a policy would be consistent with the current policy of funding
districts that:lose ADA. Under current law, a district can temporarily
increase its revenue limit by a specified proportion because of the
decline in ADA, in recognition of the fact that in the short run costs
do not decline at the same rate as ADA.

¢ The cost of providing services to additional ADA is generally less than
the average cost of providing services to all ADA This is because some
components of school costs do not increase or decrease with modest
changes in ADA. Districts. exgenenemg modest-increases in ADA
generally are not required to build additional classrooms, hire addi-
tional teachers, or increase other ﬁxed costs commensurate with the
increase.

Strict apphcatlon of the margmal funding proposal however would not
take into account the unique problems faced by rapidly growing school
districts. Our analysis indicates that rapidly growing districts may face
larger increases in their marginal costs th)an districts experiencing modest
increases in ADA. Given this, the: Legislature may wish to require that
each district be funded at a margmal rate of 67 percent of its revenue limit
per ADA only for the first 3 percent of ADA growth. Beyond this point,
the districts could be funded at 100 percent of its revenue limit per ADA.
This would allow rapidly growing districts to cover the increases in over-
head costs as well as their marginal costs.

We estimate that this ad_]ustrnent would affect 205 dlstrlcts and would
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require an additional $4.3 million.

K-12 Attendance

In 1982-83, approximately 4.3 million students will attend public ele-
mentary and secondary schools in 1,044 elementary, high;, and unified
school districts. This attendance level is an increase of 0.4 percent over the
1981-82 level. Table 3 shows K-12 attendance figures for tI})le past, current,
and budget years.

Table 3

Annual Average Daily Attendance (ADA) in
California Public Schools

Actual Estimated  Proposed  Percent
1980-81 1981-82 1952-83 Change

Elementary 2,689,300 2,717,000 2,746,100 11%
High School 1,269,201 1,273,500 1,249,000 -19
Adult 171,054 157,200 161,100 2.5
County : 12,611 13,800 13500  —22
Regional Occupational Centers and Programs :

(ROC/P) 71,923 77,400 84,200 88

Totals 4,214,089 4,238,900 4,253,900 04%

ANAI.YSlS AND RECOMMENDATIONS
Budget Presentation

Our analysis of the K-12 Education budget is organized along the lines
of two major functions: local assistance and state operations. The major
divisions within these functions are as follows: .

I. Local Assistance
A. General Education Program
B. Categorical Education Programs
1. Consolidated Categoricals
2. Nonconsolidated Categoricals
3. State, Court, and Federal Mandates
4. Special Education
5. Child Care, Child Nutrition, and Surplus Property
6. State School Building Aid
II. State Operations
‘A. Department of Education
B. State Library.
C. Technical Issues

l. LOCAL ASSISTANCE
GENERAL EDUCATION PROGRAM

We define general education support funds as those funds which can be
used at the local district’s discretion, and which are not associated with any
specific pupil services program. These funds %1 enerally will be used to

rovide services for all students, and include school apportionments, Ur-

an Impact Aid, local revenues for debt service, and other miscellaneous
activities such as school meal charges, federal PL 874 revenues, and state
contributions to the State Teachers Retlrement Fund.
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Funding

Table 4 shows total general educatlon expendltures The budget pro-
poses $8,346.2 million in general education apportionments for 1982-83.
This is an increase of $363.3 million, or 4.6 percent, over the amount
provided in 1981-82: The state General Fund contributes 70.7 percent of
the total while local property taxes account for 29.3 percent.

The total amount provided by the General Fund for all general educa— _
tion in 1982-83 is $6,211.5 million: This is an increase of $559.6 million, or
9.9 percent, from the prior year. General Fund expenditures include K-12
apportionments, Urban Impact A1d and transfers to the State Teachers
Retirement Fund.

Other general education expenditures not supported by the General
Fund are expected to increase by a net $42.6 million (5.0 percent
$1,720.2 million. Included in this net change are Federal Impact Aid,

874 which will-drop by $15.0 million (42.9 percent) to apprommately $20
million, and miscellaneous local revenues which will increase by $58.6
mllhon (6.8 percent) to $914.1 mllhon

Table 4
General Education Expenditures
(in:millions)

Actial .~ Estimated  Proposed Change
195081  1981-82 1958283 Amount Percent
A. General Education Apportionments e :

State—General Fund ® ............enee. $5,3657  $5,4005° $5,898.1 ° $488 6, 9.0%
Local—property tax ....... . 19456 22040 2.448.1 2441 11
" Local—unsecured roll ....... e = 3604 00  -3694  —1000
Subtotals . 13113 $79829 . $83462 $363.3 46%
(Per ADA) .cccoriennecrrremecesserssenn C($1,808) . ($1,956) T ($2,039) {$83) (42%)
B. Other General Education ) . :
Federal PL 874.......coonnrrenmrirrrisrnnns $61.0 $350. . $200 - —$150 ~42.9%
General aid % onoecomemsissr s 63.4. “67.1 705 - 34 50
Direct state transfer to State Teach-
ers’ Retirement Fund. 222 - 223 2 . 2586 354 159
Local debt service. .. 4544 4580 4570 -10 . -02
Miscellaneous .........civeesssiissessns 797.0 855.5 914.1 586 68
Subtotals - $1,5980 . . $1,6388  $1,7202 . - 3814 5.0%
Total, General Education Expend- . B
itures $89093  $9,621.7  $10,066.4 $444.7 46%
General Fund..........ooeeorvovecerenne 856272  $56519 $6211.5 $559.6 99%
Other state funds.... .. A1 47.9 157 322 —67.7
Federal funds. . 610 35.0 200 ~150 —429
Local fUndS ...vuecessssrirsssrsssssvenenn 3197.0 3,886.9 38192 =677 -17

8 Includes state school fund. : ’ )
® Includes $80 million for funding of prior year deﬁc:t R
¢ Includes $11 million of transportation encroachment and $369.4 mxlhon replacement of the 1981-82 local
unsecured roll property tax revenues.

9 Includes Urban Impact Aid and Ch 323/ 77 aid:

Table 5 displays the proposed changes to the 1981-82 budget as revised,
and the resulting 1982-83 General Fund apportionment total: Both the
1981-82 base and the 1982-83 General Fund apportlonment total 1nclude
the State School Fund contribution.

Maintaining the Existing Budget. A number of adjustments to the
1981-82 base budget are required in order to maintain service levels
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through 1982-83. The major adjustments include: (1) an increase of $369.4
million to replace the one-time tax revenue collected on unsecured prop-
erty that were made available in 1981-82, (2) a reduction of $244.1 million
to reflect increases in local property tax revenues, and (3) a reduction of
$80 million that reflects the amount appropriated during the current year
to fund the 1980-81 deficit in K-12 education. Net adjustments required
to maintain current service levels total $20.5 million.

Budget Change Proposals. In addition to these baseline adjustments,
the budget provides for a 6.93 percent cost-of-living adjustment to the base -
budget totaling $535.2 million, and five other program changes that result
in a decrease of $67.1 million. The six budget change progosals add up to
a net increase of $468.1 million. Consequently, the total change proposed
in the General Fund contribution to K-12 apportionments is a $488.6
million, or 9.0 percent, increase above the 1981-82 base budget. The total
amount requested for 1982-83 amounts to $5,898.1 million. ’

Table 5

General Education Apportionments
Summary of Changes From 1981-82 Budget
State General Fund *

{in millions)
1981-82 Budget Revised $5,409.5
A. To Maintain Existing Budget $20.5
1. General Fund replacements of State School Fund revenue ($32.2) ®

2. Funding of prior year deficit —80.0

3. Child care legislation -152

4. Property tax increase : : —244.1

5. One-time unsecured property tax revenues ... 369.4

6. Declining ADA —146

7. 102 percent revenue limit guarantee ............ecomeces 100

8. Other : =50
. $468.1

B. Budget Change Proposals

1. Cost-of-Living Adjustments 5352

2. 100 percent reveniie imit GUATANTEE ..c...ru.eveommevivusrmmmssersesssssns -136

3. Rent, lease, and interest income —160

4. Marginal revenue limit funding —25.8

5. County capital outlay reduction -100

6. County ROP adult ADA reduction -17
Total Change (Amount/Percerit) , $488.6

' . (9.0%)

Total General Fund, 1982-83 $5,808.1

2 Includes State School Fund.
b Nonadd. Represents a fund transfer.

SCHOOL APPORTIONMENTS
ITEM 6100-101-001

Problems With Apportionments Deficits

During the past two years, significant deficits in K-12 apportionments
have been reported to the Legislature during the middle of June, requir-
ing last minute increased state expenditures at a time when the budget
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process was concluding. Of equal concern to the Legislature was the fact
that estimates of the magnitude of the deficit bounced back and forth until
the last moment. : : ’
This has occurred because, as shown in Table 6, the apportionment
rocess is not synchronized with the budget process. This maﬁces it difficult
or districts and the Legislature to carry out their fiscal planning.
~ Recent experience suggest to us that the Legislature ané) school districts
need more timely information on which to base budgets for school appor-
tionments. ' ' '

The Current Apportionment Process ' ;

The: apportionment process is the allocation mechanism for disbursing
state aid to school districts. As shown in Table 6, the first apportionment
(Advance Apportionment) is made by July 15 of the fiscal year. It is based
on (1) prior-year ADA and property tax revenues and (2) current-year
estimated revenue limits. The Advance Apportionment is subsequeritly
updated, using current-year estimated data, in the First Principal Appor-
tionment, which must be completed by February 20. The last adjustment
is the Second Principal Apportionment, which takes place June 25. (The

"Second Principal Apportionment and the Final Apportionment are com-
bined, because both Eave a June 25 completion date.) The Second Princi-.
pal is based on updated ADA, revenue limit, and property tax information.

If the amounts districts claims for apportionment aid are less than the
agp;ilropriation, the unexpended balance will revert to the General Fund.
If the amounts districts claim are more than the appropriation, the excess
amounts claimed will be applied as a deficit to school Eistrict state appor-
tionment aid. This occurs because the funding for state apportionment aid
is fixed by the annual budget act. Although there is no obligation to fund
the deficit, the Legislature has done so for the past two years. .

Table 6
Time Lines for the Apportionment and Budget Process
Current Review for Legislative Analyst
Month Apportionment Process the Budget Year Proposal
131172 — Advance Apportionment : Advance Apportionment
(July 15) (July 15)*
August .
September
October
November........ P1 report from districts
due (November 15)
December
January ........... Governor submits - Reports from districts
Budget ’ due (December 1)*
: SDE/district recon-
. : _ ciliation (December 31)*
February ......... P1 Adjustment. Legislative Review Principal Adjustment
(February 20) of Budget begins (January 31)*
March )
April....onienr P2 Report due
(April 15) . -
% €\ o May Revision
June ..o P2 Adjustment ' . Budget conference
(June 25) ) cominittee:
- Legislature adopts
budget.

» - Governor signs budget.
2 These deadline dates are suggested only for illustration purposes.
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Problems With The Current System An Example

. In February 1981, the Départment of Education (SDE) reported that
a $96 million deﬁc1t was being applied to the First Principal Apportion-
ment. This deficit was caused primarily by higher-than-anticipated ADA
(approximately $50 million) and lower- than-estimated property tax reve-
nues (approximately $30 million).

On May 7, 1981, the Department of Finance presented the May Rev151on
for K-12 school apportlonments The department, with the concurrence
of the Department of Education, estimated that the 1980-81 school appor-
‘tionments would have a deficit of only $8 million; $88 million less than the
deficit estimated in February. Two factors accounted for the reduction in
the estimated deficit: (1) an anticipated-reduction 1n average revenue
limits and (2) an expected reduction in ADA. = - -

‘"The anticipated drop in ADA and in the average base revenue lumt d1d
not-occur: Consequently; in June. the Department of Education an-
nounced an $80 million school fund deficit for 1980-81. This announce-
ment was made at a time when each house had passed its version of the
budget bill and a conference committee was concluding its deliberations
on the bud%et with little fiscal leeway to dbsorb unexpected costs. Thus
the news o the deficit came at a- very mopportune tlme e

'l'he Apporhonmenl Process Needs Revmon )

‘We recommend that urgency Iegzs'Iatzon be enacted to revise the K
apportwnment reporting process because the Leg]s]ature and school dzs-
tricts need final planning data at an earlier stage in the budget cycle. The
legislation should (1) extend the current deadline for districts to submit
their apportionment reports, (2). provide the SDE more time to reconcile
district reports, (3) impose penalties on districts which submit data late,
(4) Impose pena]hes on districts which overestimate ADA, and (5) change
county reporting dates on property tax revenues.to dzstncts

Our analysis indicates that the best way of synchronizing the budget and
apportionment processes, and thus avoiding the kinds of disruptions ex-
emplified by the 1980-81 experience, is to reduce the. reqmred number of
annual apportionment adjustments.

Under current law, districts are required to submit reports tw1ce each

“year to the state for current-year apportionment aid. This requires the
state to adjust the apportionment fungs twice each year during the proc-
ess. A single annual report system would be preferable to the ex1stmg
system for three reasons because:: ,

.o It would provide the Legrs]ature mformahon on a more timely ba-
sis; - In fact, as suggested in Table 6, the Legislature could receive

- apportionment information prior to its deliberation on the budget,

allowing it-ample time to carry out it$ fiscal planning i in light of known
deficits or surpluses in K-12 apportionments.:

- o It would reduce the amount of paperwork for scboo] dlstncts 812d
county offices of education. Because districts would have fewer re-
ports to submit to the state, districts and county offices could redirect
resources to other priority neéds.

o It would provide districts ample time to adjust their budgets to any

unfunded deficit in state aid. During our field visits to local districts,
we were told that district officials could adjust their budgets for defi-
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cits in state aid if final state aid levels were determined at an earlier

point in the school year. :

A single annual report system would not prevent significant deficits
from being reported to the Legislature. It wouﬁl, however, provide appor-
tionment information earlier in the budget cycle so that the legislative
response can be made on a more rational and less reactive basis. For the
reasons cited, we recommend that legislation be enacted to revise the
apportionment process. Specifically, we recommend that the legislation:

1. Extend the current deadline for districts to submit their apportion-
mentreports. Under the current system, districts submit their apportion-
ment reports on November 15 each year. Because the new system would
be based -on one report, we recommend that the districts be provided
more lead time to submit their reports (for example, until December 1).

2. Provide the Department of Education with flexibility to reconcile the
submitted apportionment reporits prior to the Principal Apportionment.
Currently, the department has little time to.contact districts prior to the
announcement of the P1 and P2 apportionments. Providing the depart-
ment some time in which to reconcile apportionment reports with dis-
tricts would reduce errors. ‘ P

3. Strengthen the districts’ incentives for submitting data to the state on
time. Currently, school districts, county offices of education, and county
auditors have little incentive to submit their reports to the state on time.
Because many distriets and counties submit their reports late, the informa-
tion needed by the Legislature is either delayed or'is less reliable data due

- to the smaller sample size on which it is based. To correct this problem,
penalties should be applied to districts and counties that submit late re-
ports. We recommend a penalty equal to 0.2 percent of the district’s state
aid entitlement for each day the report is late. : '

4. Levy an interest penalty against those districts which overestimate
ADA. Districts :which ‘overestimate ADA during the apportionment
process receive a windfall because they can earn interest on state appor-
tionment aid for “phantom” ADA. This occurs because the state aid
claimed for excess: ADA would not be returned to the state until the
subsequent year, when adjustments would be made for the Advance Ap-
portionment. To reduce the districts’ incentive to overestimate ADA, we
recommend districts be required to pay an interest penalty at a rate equal
to the Pooled Money Investment Fund during the period in whichﬁ]e
held funds for phantom ADA. Our discussions witﬁ school district sta.é
indicate they are able to estimate ADA within a small range of error.
Consequently, the penalty should apply to districts which overestimate
ADA in excess of % percent of their actual total ADA for the year. Small
school districts with an ADA of less than 2,501 should be allowed an error
margin of 1.0 percent in recognition of their unique circumstances.

5. Change County Reporting Dates. Under current law, each county
auditor is required to submit information to the Department of Education
on the amount of property tax revenues for each district within his or her
county. We recommend the required reporting dates be changed from
November 15 to December 31, to enable county auditors to report infor-
mation which would reflect their tax collections, as of December 15.
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Fiscal Effect : ' :

Because this recommendation only affects the apporhonment mech-
anism and not the level of apportionment aid or when it is disbursed, we
estimate there would be no increase in state General Fund costs in 1982-83
or thereafter if the recommendation were approved. We estimate, howev-
er, that the recommendation could result in General Fund revenues in
1983-84 and thereafter if districts or counties incurred penalties.

Because our recommendation will provide more timely information to
the Legislature and school districts, and consequently more certainty in
. the budget process, we recommend urgency leglslatlon be enacted to
implement it for the 1982-83 flscal year.. : ‘

Study on’ Foundailons and Fundralsmg Needed

We recommend that the Legislature adopt supp]ementa] language di-
recting the Department of Education to (1) conduct an analysis of fun-
draising and foundation activities undertaken by local school districts and
(2) recommend . a state policy on such activities.

School districts generally receive their revenues from three major
sources: the local property tax, state local assistance, and federal aid. In
addition, some school districts have been able to supplement their educa-
thIl rograms.through fundraising activities, the creation of foundations,

1 d onations from aux111ary orgamzatlons Examples of such efforts in-
clude: r

o A foundatmn created by parents in the Beverly Hills Unified School
District to supplement the district’s education program.

« A telethon for the Los Angeles Unified School District athletic pro-
-.gram.

e A transportatlon program organized, funded, and operated by par-
ents in the Palos Verdes Peninsula Unified School District.

It is not clear to what extent these activities are supporting the districts’
base education program, rather. than supplementa.rl) programs. Conse-
ci:lently, we recommend the department undertake a study to determine

e extent of these activities statewide. In conducting the’ study, we rec-
ommend the department consider:

o The long-range implications these act1v1t1es may have on the state
budget. (If fundraising efforts are curtailed, will there be new de-
mands on the Legislature to replace these district revenues?)

o The effect these activities have on the state’s effort to comply with the
California Supreme Court’s decision in the Serrano v. Priest case.
(Should the revenues generated from fundraising efforts be equal-
ized or be treated as an offset to state aid?) =

-« The ‘effect of restrictions on fundraising and foundation activities.
(Should there be restrictions on the use o funds generated and on the
types of fundraising activities?) v

Because there is no statewide policy: govermng fundralsmg and founda-
tion activities, we recommend the department undertake a study to pro-
vide data andrecOMendations ont EIS issue.
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Single Session Kindergarten

We recommend that urgency Iegzs]atzon be enacted to repeal t11e Educa-
tion Code provisions requiring school districts to Ilimit the use of their
kindergarten teachers to the instruction of one kmdergarten class daily.

Under current law, a school district is requn’ed to meet the following
three conditions in order to receive state apportlonments for klndergarten
average daily attendance (ADA):

o A class must meet at least 180 minutes (3 hours) but no more than 240

minutes (4 hours) per day. - - .
e The teacher must be assigned to only one session of kmdergarten
o The teacher must be employed on a full-time basis.

Chapter 100, Statutes of 1981 (AB 777), requires the kindergarten teach-
er to be available for assistance or assignment in the instructional program
of the primary grades (other than kindergarten) when not involved in the
teacher’s own kindergarten program. It does not, however, require school
districts to assign kindergarten teachers to non-kmdergarten duties, nor
does ‘it permit one kindergarten teacher to conduct two kmdergarten
sessions.

The provisions of current law orlgmally were adopted in order to give
kindergarten teachers more time to meet with the parents of students,
and to prepare materials for class. It was anticipated that this would
reduce remedial problems that otherwise would have to be addressed in
later grades. The restrictions that apply to kindergarten teachers do not
apply to teachers at other grade levels. -

As a result of current law, school districts must pay kmdergarten teach-
ers for a full school day, even though a kindergarten teacher spends only
between three and four hours a day in a kindergarten class. The remaining
hours in the work day are set aside for class preparation and for meetings
with parents, unless the teacher is assigned to some other primary grade
level duties. In contrast, a primary grade teacher spends up to six hours
in class and has only two hours to prepare assignments, correct homework
and examinations;:meet with parents, and perform other dutles

This Mandate Does Noi Produce Beneflis Commensurcie WI“'I Its Cosl

Resolution Chapter 62, Statutes of 1980 (SCR 58) requlred our office to
evaluate and make recommendations on various specified local mandated
programs. The requirement that kindergarten teachers be limited to a
single kindergarten class is one of the mandates we were. directed to
review. In our report on state-mandated local programs (Report 82-2) , we
noted that:

o No evidence is available to sbow that student perfonnance has been
improved by limiting the amount of time that kmdergarten teachers
spend in class.

o There is no reason.to believe that kindergarten teachers should spend

less time in the classroom than teachers at other grade levels.

« Relative to teachers at other grade levels, kindergarten teachers prob-
ably need to spend less time preparing-and correctmg homework and
‘examinations.

o The mandate may encourage districts to increase the size of certain
kindergarten classes. Existing law requires that school districts re-
ceive only 3 percent of full ADA money for each kindergarten student
enrolled in a class with.over 33 students. In some cases, however, it
may be less costly for districts to pay the class size penalty than to hire
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an additional kindergarten teacher when it has more than 33 kinder-
garten students. For example, a school district with 40 kindergarten
students could either include all 40 students in the same class and
incur penalties of $12,000, or hire another full-time kindergarten
teacher for a second kindergarten session. Given the requirement
that a kindergarten teacher must be a full-time employee, in this case
it would be less costly. to the districts to pay the class-size penalty.
o In those cases where districts choose not to increase class size when
confronted with more than 33 kindergarten students per class, this
mandate results in a more expensive education system. Without this
mandate, the district in the example discussed above would have
other options for accommodating the 40 students: it could either as-
sign one teacher to teach two three-hour kindergarten sessions of 20

. students each, at no additional cost, or hire a part-time teacher to
teach an additional session. It is possible that the cost of a part-time
teacher would be less than the class size penalty. Consequentll) ; school
districts are prevented from achieving potential cost savings through
tllle use of part-time staff or employing one teacher to teach two
classes. . :

Because this mandate increases state and local costs, produces no
demonstrable benefits, and may have an adverse impact on class sizes,
we recommend that it be repealed through urgency legislation.

Fiscal Effect. If the single session kindergarten mandate is repealed
and if districts either increase the number of sessions taught by kincf)ergar-
ten teachers or hire part-time kindergarten teachers, the districts would
receive a windfall under the existing school finance mechanism. Current-
ly, one kindergarten class generates sufficient revenue to pay for the
teacher and other class costs. If one teacher were to teach two classes, the
school finance mechanism would provide an amount sufficient to support
two teachers, thus providing do'uEle-funding for teacher costs.

The purpose of our recommendation, however, is not to divert state
funds away from local school districts. Rather it is to eliminate a mandate
which results in school districts incurring costs that are unnecessary or
unjustified. Accordingly, repeal of this mandate need not result.in a reallo-
cation of state funds away from K-12 education.

COUNTY OFFICES OF EDUCATION
(item 6100-106-001)

Overview and Funding -

The budget proposes $137.5 million for apportionment to county offices
of education in 1982-83, for support of the following programs and serv-
ices: (1) county office operations, (2) “direct™ services (primarily health
and guidance) for small districts, (3) “other purpose” services ﬁincluding
audio visual, curriculum development, library, and staff development),
(4) juvenile hall program, (5) Regional Occupational Programs, (6) op-
portunity schools, (7) technical, agricultural, and natural resource conser-
vation schools, (8) pregnant minor programs, and (9) other special classes
(county jails, handicapped adults). o :

‘The budget proposal for county: offices represents an increase of $14.2
million, or 11.5 percent, over the current year level. This increase reflects
(1) an inflation adjustment of $14.9 million, (2) an increase of $8.4 million




Item 6100 K-12 EDUCATION / 1279

for enrollment growth in county-operated: programs, - (3). an.increase. of
$3.4 million to compensate for a re'd%ction in local property tax revenues,
(4)a reduction of $10 million for capital outlay, and (5) a reduction of $2.5
']lmillion to reflect 10 percent of the county income from interest, rents and
leases. - . i , Lo M S

Capital Outlay : - g :

In: 1980-81, county offices of education received $33.5 million in state
funds for capital outlay and equipment. The Legislature reduced this
portion of the county office operations revenue limit by $18.7 million (55.9
percent) in 1981-82, leaving $14.8 million. This amount -was increased by
7.2 percent, to $15:9 million, as a cost-of-living adjustment. To offset the
loss of funds, the Legislature permitted the county offices to apply to the
State ‘Allocation Board for capital outlay and related equipment support
from the Lease-Purchase Fund. " : ‘ R _

The 1982-83 budget proposes to reduce the remaining $15.9 million
available in the current year by $10 million, on the basis that these are not
recurring annual expenses. This would provide county offices with $5.9
million plus $0.4 million for the 1982-83 COLA, making a total of $6.3
million available for capital outlay in the budget year. S

Our review of the county offices indicates that existing capital outlay
funds are used primarily for the purchase of equipment which often is not
related to a new capital outlay project. This inc’ﬁldes audio visual equip-
ment; data processing equipment, and classroom equipment for special
education, juvenile halls, anid Regional Occupational Programs: Unless
such equipment is associated with -a construction project, ‘it cannot be
funded through the Lease-Purchase Fund. - RN T

In 1979-80, counties reported $19.3 million in expenditures on equip-
ment. This indicates that a reduction to $6.3 million for this purpose could
have a significant adverse impact on county-operated programs. We have
no analytical basis; however, for determining- the ‘appropriate level of
funding for equipment replacement or whether: there actually would be
an adverse impact.on county ‘programs. ’ ’ ‘

COI.A Adiuﬁﬁnenf Recommended '

.. We recommend that the. COLA for county office capital outlay be
reduced, for a General Fund savings of $693,000, because the budget pro-
poses a reduction of $10 million for county office capital outlay and a
higher COLA will not be necessary. (Reduce Item 6100-226-001 by $693,-
-The budget includes funding for a statutory cost-of-living adjustment
(COLA) amounting to $14,888,000 (6.93 percent) for county offices in
1982-83. In computing the amount of the required COLA, however, the
Department of Finance failed to adjust the base for the proposed $10
million reduction in capital outlay. Thus, the budget request is $693,000
above the amount required for a 6.93 percent COLA. Consequently, we
recommend an adjustment to prevent overfunding the statutory COLA
for county offices. - BRSNS : S A

Legislative Analyst's Repbri on County foi§e§ of Education s

. The Supplemental Report to the Budget Act of 19581 directed the Legis-
lative Analyst to “review the operation of county offices of education to
determine the necessity of the services provided by such offices to school
districts and directly to pupils. Such review shall include consideration of
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reorganizing such offices into regional or other configurations so as to
improve efficiency and effectiveneéss.” ' g

Our review of the county offices will be published this spring as a
separate report.

REGIONAL OCCUPATIONAL CENTERS
AND PROGRAMS '

Overview : o ‘ ~

Regional Occupational Centers and Programs (ROC/Ps), which were
authorized by Ch 760/65, provide vocational training to high school pupils
and adults. There are 65 ROC/Ps in the state. Of these, 41 are operated
by ‘county superintendents of schools ‘and 24 are operated by districts
(mostly t rough joint powers agreements). In 1980-81, they enrolled 71.-
923 average daily attendance (ADA), consisting of 49,357 high school
students and 22,566 adults. ’ '

- Courses cover a wide range of job-related training. In the San Jose
ROC/P, for example, 39 courses are offered in the following occupational
fields: agricultural, business, construction, electromechanics, food service,
health service, mechanics and maintenance, manufacturing, visual com-
munications, and miscellaneous services. Training is usually conducted in
facilities on school sites, but business sites are also utilized. High school
pupils are provided with transportation between their school and the

ROC/P facility. =

County Prograins Funded at a Higher Rate Than District Programs -~

State funds are not budgeted separately for ROC/Ps; the ROC/Ps claim
a share of the funds budgeted for apportionment to adult education and
K-12 education including County Offices of Education, based on their
ADA. We estimate that ROC/P expenditures (total revenue limit fund-
ing) will amount to approximately $135 million in 1981-82.

Under current law, county ROPs receive the county revenue limit per
unit of ADA, regardless of whether the ADA represents adult or high
school pupils. The statewide average county revenue limit for ROPs is
$1,881 during the current year. District-operated ROC/Ps, in contrast,
receive the district’s K~-12 adult revenue limit for each adult ADA and the
district’s regular K-12 revenue limit for each high school ADA. The state-
wide average revenue limit is $964 for adults and $1,867 for high school
students (using the unified school district average to estimate the high
school rate). Consequently, county programs, on the average, are funded
at a higher rate than district programs. : :

Funding Enroliment Growth in ROPs

We recommend that funding for enrollment growth in county-operated
Regional Qccupational Programs be provided at the same incremental rate
as proposed for regular K-12 apportionments—a rate of two-thirds of the
revenue limit—for a General Fund savings of $2,810,000. We further rec-
ommend that the Legislature adopt the same policies for county-operated
Regional Occupational Programs (ROPs) that it adopts for district-oper-

- ated programs regarding limits on adult enrollment growth. (Reduce Item

6100-106-001 by $2,810,000.) - '

The budget is inconsisterit in the way it budgets for growth and in the
funding rates it proposes for ROPs. - -
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Policy on Growth. There is no limit on the funds that county and
district ROPs may receive for growth in high school pupil enrollment. The
budget, however, proposes two dlfferent policies for adult enrollment
growth:

¢ Growth in adult ADA in county RQPs would be funded up to a limit
of 2.5 percent.

e Growth in adult ADA in dlstnct-operated program would not be
funded. (The budget also proposes no state funding for adult growth
in K-12 adult education programs or in community college pro-
grams)..

Funding for Growth. The budget proposes the following fundmg ar-

rangements for ROPs:

o Full revenue limit funding would be provided for adult and high
school enrollment growth in cotinty-operated ROPs.

¢ Two-thirds revenue limit funding would be provided for high school
enrollment growth in district-operated programs. (This is not applica-
ble to adult programs because the budget does not provide for state
funded adult growth in district programs.)

As discussed elsewhere in the Ana]yszs, we believe that marginal fund-
ing for growth in the K-12 program is appropriate because incremental
costs for such programs are lower than average costs. For this reason, and
to establish a consistent policy on fundm% growth in county and- district
Fro ams, we recommend that the Legislature apply marginal revenue

g to county-operated ROPs. Th1s would result in a General Fund
savings of $2.8 million.

Amount of Growth. We have no analytical basis for determining how
much growth in adult enrollment should be funded in the budget. We find
no justification, however, for budgeting county and district ROP growth
differently. Conse uently, we recommend that the Legislature apply the
same policy regar%mg growth to both county and district programs. If
state funded adult ADA in county ROPs were limited to the current year
level (no growth), the savm%s to the General Fund would be $539,000.

Each additional percent of growth in adult ADA would result in the
following General Fund costs:

District-operated ROPs:

o $122,000—assuming full revenue limit funding.

o $81,000—assuming two-thirds revenue lumt funding.

County-operated ROPs:

o $215,000—assuming full revenue limit fundln%

o $143 000—assuxmng two-thirds revenue limit funding.

Additional ROC/P Issues

Our review of ROC/Ps indicates that in addition to the questions of
growth and incremental funding; the followmg issues warrant Ieglslatlve
consideration:

o Program coordination. Is there unnecessary duphcatlon of effort by
ROC/Ps and community colleges in vocational training programs?
Current law requires delineation of functions agreements for adult
education, but this does not ensure that courses and programs are
operated efficiently where ROC/Ps and community colleges offer
similar. programs in the same geographical ‘area.

o ‘Program. effecbveness How effective are the ROC/Ps? Whlle ROC /

46—75056
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P directors believe they are successful in placing their pupils in jobs,
an adequate study of program effectiveness has not been conducted.
o Budget information. Should the budget be modified to show ROC/P
funding as a separate program? ROC/Ps are not budgeted as a sepa-
rate program. Asa result, funding of this program is not identified as
a specific component of the Governor’s Budget; it is part of the K-12
apportionment. This makes it difficult for the Legislature to obtain
information on ROC/Ps and to réview the program in the budget
process.

URBAN IMPACT AID AND CHAPTER 323 (MEADE) AID
' (ltem 6100-206-001)

Overview :

In 1976 and 1977, the Legislature created new funding mechanisms to
provide additional general aid to certain school districts. For 1982-83- the
budget proposes that 19 urban districts receive a total of approximately
$60.9 million under the largest of these programs—Urban Impact Aid—
and that over 250 districts share $9.6 million under the other program—Ch
323/77 aid. In authorizing these programs, the Legislature believed that
certain districts, because of their geographic setting -and demographic:
characteristics experience higher costs in educating pupils. - - =

Table 7 displays the funding levels for these two programs for the past,
-current, and Eudget year. As the table indicates, the budget proposes a 5
percent cost-of-living increase for both programs in 1982-83.

Table 7

Urban Impact Aid and Chapter 323 G‘enara“l Aid
“{in thousands)

. Aetual  Estimated Proposed Change .

1980-81 . - 1981-82 1982-83 Amount  Percent
Urban Impact Aid.......ccomerrseven. $54,720 $58,003 $60,903 $2,900 C 5%
Chapter 323 General Aid .............. 8,652 9,009 9,555 455 5
Totals $63,372 $67,102 $70,459 - $3,355 5%

Discussion of Alternative Funding Mechanism :

Urban Impact Aid and Chapter 323 aid are categorical funding mech-
anisms which provide general aid to selected districts. The funds provided
under these programs can be used to fund any expenditure of the district.
Unlike funding provided under other categorical programs, these funds
are not earmarked for a specific educational purpose (for example, in-
structional television) or a specific group of pupils (for example; economi-
cally disadvantaged students). : S -

Under existing law, a school districts’ revenue limit does not reflect
funding received under categorical programs, including Urban Impact
Aid and Chapter 323 aid. Thus, these funds are not subject to, or taken into
account by the cirrent equalization process established by the Legisla-
ture.: S : . S

In order to gradually equalize general aid revenues, as required by the
California Supreme.Court in the Serrano v. Priest decision, the Legislature
has required revenue limit inflation adjustments to be calculated using a
sliding scale formula which, over time, reduces expenditure differences
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between districts. Qur analysis indicates that the current equalization
process is hampered because Urban Impact Aid and Chapter 323 aid funds
are not included in the annual calculation of each district’s revenue limit
inflation adjustment. This situation means that a low revenue limit school
district which does not receive Urban Impact or Chapter 323 aid funds will
never reach equalization, exclusive of other categorical aid, with districts
which receive the Urban Impact and Chapter 323 aid.

If the Legislature chose to include Urban Impact Aid and Chapter 323
aid in base revenue limits, it would accomplish two purposes. First, it
would speed-up the Serrano equalization process. Second, it would result
in a General Fund savings that could be used to meet other legislative

riorities, either in education or in other high priority areas. The effect of

ringling these two general aid programs into the base revenue limit on
the districts which currently receives Urban Impact or Chapter 323 funds
~ would vary, depending on the districts’ current revenue limits. Those
districts which currently receive an inflation adjustment above the mini-
mum level would receive a somewhat smaller inflation adjustment.. No
district, however, would experience an actual reduction in revenue limits
between ‘years.

Impact on General Fund Requirements. The net effect of subjectin
Urban Impact Aid and Chapter 323 aid to the equalization process w‘oulg
be to reduce the amount needed from the General Fund for school finance
equalization aid by $17,736,000 in 1982-83. Additionally, if these aid funds
were included in revenue limits, there is no reason to provide the separate
inflation adjustment ($3,355,000) proposed for Urban Impact Aid and
OCOI:)apter 323 aid in the budget for a total General Fund savings of $21,091,-

K-12 Education Funding Priorities

If the Legislature decides to make additional funds available for K-12
education programs beyond what is included in the Governor’s Budget,
we believe it may wish to consider the following:

o Funding for Special Education. The budget proposed $802.7 million
to fund local special education programs pursuant to Ch 797/80 as
amended by Ch 1094/81. Qur analysis indicates that the $802.7 million
provided in the budget will not be sufficient to permit full funding of
‘'special education costs. Although the acthal program costs will not be
known until local cost data is analyzed in spring 1982, elsewhere in this
analysis we discuss that the 1982-83 deficit could be more than $53.3
million. - SR ‘ . .

~ The Legislature may wish to consider using any additional funds avail-
able for education to reduce or eliminate this deficit. =

o Fully Offsetting the Effects of Inflation. The budget proposes (1)
a 6.93 percent cost-of-living adjustment (COLA) for school finance and
special education apportionments and (2) a 5 percent COLA for most
other categorical programs. L C

The Department of Finance estimates that during the budget year state
and local governments generally will experience price increases of the
goods and services they purchase of 8.5 percent. The budget projects
school district ADA to increase by 0.4 percent. Therefore, to assure that
districts are able to purchase the same level of service as purchased during
the current year, assuming no increases in productivity, an 8.9 percent
cost-of-living adjustment would be needed in 1982-83. - :
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1. CONSOLIDATED CATEGORICALS S :
This section analyzes the amounts proposed for staté and federal cate-
gorical aid programs administered through the Consolidated Program
Division of the Department of Education. These programsand their relat-
ed expenditures are shown in Table 8. :

Table 8
Consolidated Categorical Aid Programs
{in thousands)

Actual  Estimated Proposed Change
1980-81 - 1961-82  1982-83  Amount Percent

State Administration * % ........c.icewmmriurnrrne $7.856  $8,365 $8,530 $165  12%
Local Assistance: v _
School Improvement Program °..........cccoooee. 152,419 162,695 170,830 8,135 5.0
Economic Impact Aid € .............vvremmmmernices 161,471 171,737 180,322 8585 50
Miller-Unruh Reading Program © : -
ESEA-Title I¢ 299060 252773 252776 3. =
Native American Indian Education >°........ 301 319 333 4. 44
Preschool . 28,480 30,344 31,858 1517 . 50
Subtotals $656,996 = $634,046 - $653,110. $19,064 . - 3.0%
Totals : $664,852  $642411  $661,640  $19.220  3.0%
General Fund 8369319 - $356193 - $405273 $19150 5.0%

Federal Funds, 05533 256988 256367 0 019 —

2 Does not include preschool state administration.

b Discussed in nonconsolidated programs with Indian Education Centers.
¢ Program support from General Fund.

4 Program support from federal funds.

ECONOMIC IMPACT AID AND ESEA, TITLE |
(Items 6100-121-001 and 6100-136-890)

Overview

Two major education programs provide compensatory education serv- .
ices to educationally disadvantageé) students: the federal Elementary.and
Secondary Education Act (ESEA) Title I, and state Economic Impact Aid
(EIA). Economic Impact Aid provides funds for (1) the state compénsa-
tory education program (EIA-SCE) and (2) bilingual education programs
for limited English proficient students (EIA-LEP).

Both funding mechanisms provide for supplemental educational serv-
ices, ‘particularly in basic skills, to children who (1) have difficulty in
reading, language development, and mathematics and (2) attend schools
which (a) are located in high-poverty areas and/or (b) have an excessive
number of children with poor academic skills. :

Children Served

. The budget reports that in 1980-81 a total of 922,000 children were
served by these programs. Approximately 311,000 pupils were served by
Title I programs only, 87,000 were served by EIA-SCE programs only, and
an additional 430,000 were served by both programs. Of those pupils
served by Title I and/or EIA-SCE, approximately 200,000 were limited
English proficient students. An additional 94,000 LEP pupils were served
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solely by EIA-LEP.

Funding ' :
Table 8 displays the local assistance expenditures for these programs.
The budget proposes to continue the previous year’s base appropriations
for»EIﬁ and for. Title I, and provide a 5 percent cost-of-living adjustment
or EIA. L : '

Recommend That EIA Cost-of-Living Adjustment be Applied to Funding
“Floor” : ‘

We recommend that the Legislature adopt Budget Bill language to
provide that the minimum EIA allocation to school districts be increased
for cost-of-living adjustments given to EIA.

The 1980 Budget Act included a “floor” in the EIA formula so that every
district which qualified for any EIA assistance will receive a minimum
entitlement of $5,000. This was done because: (1) districts receiving less
than $5,000 are not able to establish a program with less funds and (2) a
Department of Education cost study indicates that $5,000 would be suffi-
cient to fund at least one part-time aide.

Because of a technical oversight, the EIA “floor” was maintained at the
$5,000 level in 1981-82 and was not adjusted for inflation. The proposed
budget also overlooks the EIA floor and does not propose to increase the
floor for 1982-83 by the same 5 percent COLA provided for EIA.

Because inflation has had the same impact on'the cost estimates used
in 1980-81 to establish the EIA floor as it has on regular EIA costs, we
recommend that the floor receive the same percentage COLA for the two
year period (1981-82 and 1982-83) as the regular EIA program. The effect
of this recommendation would be to increase the minimum EIA entitle-
ment in 1982-83 from $5,000 to $5,565. Approval of this recommendation
would require no increase in funding for' EIA. There would be, however,
a minor reallocation of EIA funds to the few districts currently receiving
the minimum' EIA entitlements. o

BILINGUAL EDUCATION

Overview
As indicated previously, state funding for bilingual programs is provided
Frimarily under the Economic Impact Aid program. Additional state and
ederal funding for bilingual education is provided through federal pro-
grams such as migrant education, the Elementary and Secondary Educa-
tion Act (ESEA) Title VII, the Comprehensive Refugee Assistance Act
(Item 6100-176-890), ESEA Title 1, as well as through state (ﬁ;ograms such
as Indian Education, and Demonstration Programs in Reading and Math-
ematics. . ) ’

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

This section presents information regarding (1) the annual ‘census of
pupil language proficiency and (2) bilingual teacher training programs.

Annual Census of Limited English Proficient (LEP) Pupils

The Education Code requires that each school district conduct an annu-
al census to determine the primary language of each pupil enrolled in the
district, and to assess the language skills of all pupils whose primary lan-
guage is other than English. Table 9 shows the actual number of limited
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English proficient (LEP) pupils, as reported by each dlstrlct to the State
Department of Education.

Table 9 -
Actual Number of Limited English Proficient Pupuls, K-12
Number of Change from Prewous Year
Children *  Amount - Percent
1977 (Fall) 933 444 — . -
1979 (Spring) Ve 288,400 54,956 : 23.5%
1980 (Spring) 58> - 31348 12.0%
1981 (Spring) 376 704" _ 546 187%

2PDoes not include preschool, contmuahon school, adult, juvenile ‘hall, private schools and ‘Bureau of
Indian Affairs schools.
b Includes some “ungraded” pupils who were not counted previously.

The 1981 census count of 376,794 LEP pupils is 15.7 percent’ above the
1980 census count. Of the LEP puplls identified in 1981, Spanish-speaking
pupils constitute 285,567 (75.7 percent) of the total. Other major language
groups include Vletnamese with 22,826 puplls (6 percent), and Cantonese
with 14,196 pupils (3.7 percent)

The spring 1981 census also indicates that an additional 433 820 pupils
:—Ee fllllliy English proficient (FEP) but have a primary language other than

nglis .

Need for Additional Census Information

We recommend that the Legislature adopt supplemental language to
direct the Department of Education to add a component to its annual
language census which would (1) indicate the number of years each pupil
who has been reclassified as fully English proficient (FEP) was previously
identified as limited English proficient (LEP) and (2) indicate the pri-.
mary language of these pupils and their grade level at the time of reclas-
sification.

When compiled and verified by the Department of Education, the
statewide census of language proficiency is a valuable informational tool
to educators, administrators, and policy-makers. The census provides data
pertaining to those pupils who have limited English proficiency, and also
- indicates the total number of LEP pupils who have been rec assified as
FEP. It does not, however, % rovide useful data on (1) how long these
pupils were in LEP rrograms before they attained full English proficiency
or (2) at what grade level the pupil was reclassified as FEP. :

During our field visits, school districts indicated a need for data which
shows ( 2 the length of time a LEP pupil is enrolled in a bilingual class-
room before being reclassified as FEP. and (2) the grade levels of those
pupils being reclassified, because such information would aid in identify-
ing programs which demonstrate unusually rapid or unusually slow reclas-
sification rates.

Our analysis indicates that this addltlonal mformatlon Wlll be valuable
because:

« It will facilitate inter-district program compansons of reclassification
criteria and of program success, as measured through reclassrﬁcatron
rates.

« The rate of reclassﬂicatlon can-be-useful in- evaluatmg the overall’
effectiveness of the state’s programs for LEP puplls :
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Because all districts already participate in“the annual language profi-
ciency.census, thisprocedure is the most efficient means for collecting the
additional data. For these reasons, we recommend that the Department
of Education increase the scope of the current annual census of language
proficiency. » N

The department staff advise us that they are already in the process of
making other revisions to the langiage census report. Consequently,
changes designed to yield the additional information would not result in
increased Department of Education administrative costs.

Bilingual Teacher Training Programs  ° ' '

We recommend that the Legislature direct the State Department of
Education (SDE).to provide a status report to the Legislature by April 1,
1952 on (1) why it has not implemented, as required by the Legislature,
an Interagency agreement with the Commission for Teacher Preparation
and Licensing (CTPL) relating to their joint review of ESEA Title VIT
applications by Institutions of higher education for bilingual teacher train-
ing programs and (2) why it has decided not to continue the legislative
policy for such an agreement in 1982-83.

ESEA Title VII provides federal funding for bilingual education pro-
grams conducted by various educational agencies including institutions of
higher education (IHEs) . The State Department of Education applies.for
and receives an annual Title VII grant to provide coordination and assist-
ance to these various agencies. - :

In last year’s Analysis, we recommended, and the Legislature adopted
language in the Supplemental Report of the 1981 Budget Act directing the
SDE to establish an interagency agreement with the CTPL for joint par-
ticipation in providing assistance to IHEs which were developing Title VII
programs for the training of bilingual education teachers. At the time this
1982-83 Analysis was prepared, the SDE had not complied with this legis-
lative directive. The SDE also informs us that provision for joint CTPL and
SDE assistance to IHEs has not been included in the department’s 1982-83
application recently submitted to the federal government. Nevertheless,
we are advised that the CTPL has begun providing some assistance to
IHEs for 1981-82 programs 'in anticipation of the SDE developing an
inte‘ra‘g_encgi agreement and transferring Title VII funds to the commission
as required. ) :

" Because the SDE has not complied with the Legislature’s directive we
recommend that the SDE report to the Legislature on (1) why it has not
implemented the legislative directive to transfer Title VII funds to the
CTPL and (2)- why it has decided not to continue the legislative directive
in 1982-83. . = S T '

SCHOOL IMPROVEMENT PROGRAM
~(ltem 6100-116-001)

Overview and Funding : B ,

The School Improvement Program (SIP) provides funding to schools,
on'a-per-ADA basis, for expenditure pursuant to the decisions made by
local School Site.Councils. - :

As shown in Table 8, the budget proposes $170.8 million for the School
Improvement Program in1982-83. This consists of the amount aﬁ)propriat-
ed For SIP implementation grants in the current year ($162.7 million), plus
a five percent inflation adjustment ($8.1 million).
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The budget request actually represents only a 1.0 percent increase over
the baseline program level. Tﬁis'is because the current year appropriation
includes $6.2 million for 149 secondary schools éntering the opeérational
phase of the program, commencing January 1982. The budget does not
include ‘additional funds for the full-year-costs of their participation in
1982-83. Full-year fundirg for these schools“Would-re'(%uire an augmenta-
tion of $6.5 million in 1982-83, assuming 5.0 percent for inflation.

The budget also proposes to authorize the Department of Education to
provide full-year funding for the 149 secondary schools by redirecting
funds from other SIP schools. This would require a reduction averaging
approximately 4 percent in SIP implementation grants. At the time this
analysis was prepared, a detailed redirection plan was not available from
the department. The Department of Finance should be prepared to ex-

lain the budget proposal and discuss its impact on district programs
uring the budget hearings. In addition, the Department: of Education

-should discuss what actions it will také to redirect funding if the Legisla-

ture appropriates the amount requested in the budget.

Independent Evaluation ; , : :

As required by Ch 894/77 (AB 65), the Department of Education con-
tracted for a $771,241 independent evaluation of SIP. The final report is
due October, 1982. N . .

The evaluation will include a description of the patterns of program
implementation, an analysis of the extent to which SIP programs can
imgrove the quality of instruction, and a specification of the ‘conditions
under -which staté program components and impl,ementation'strate%ies
are effective in creating well-implemented programs. To accomplish
these tasks, the evaluators are conducting a survey of SIP participants in
apﬁ)rolximately 200 schools and intensive fieldwork in approximately 50
schools. " .

: MILLER-UNRUH READING PROGRAM
(Item 6100-126-001)
Overview ' S e S

The Miller-Unruh Reading Program is designed to upgrade the reading
achievement of low-performing K-6 pupils by funding school district read-
ing specialists. S ‘ . — :
Funding " - R R S e

Table 10 shows Miller-Unruh program participation and funding. The
budget proposes $17.0 million in local assistance funds for the Miller-
Unruh program, an increase of 5.0 percent over the c¢urrent year. =

We recommend approval, : :

' Table 10
Miller-Unruh Reading Program
Participation and Local Assistance Funding

Actual - Estimated  Proposed Change -
: 195081 © 1981-82  1982-83 - Amount ' Percent
Appropriation (General Fund, in thousands) .. $15265  $16,182 -~ $16992 . - $810 = 5.0% -
Number of districts ) 167 167 167 . o -

Number of teachers Co L0158 o5 95 . — o~
Estimated statewide average elementary teach- Lo o
ers’ salary - : $20413 - $21,434°  $22506°  $1,072  50%

Average amount paid per full-year position ... - $15000 =~ $16596 - $17,427 $831°° 5.0%
Percent of statewide average elementary teach- S
ers’ salary paid by state .......cissinnnns 73% 1% 7%

® Assumes 50 percent statewide-average elementary teacher’s salary increase.
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Overview ‘ ; B o .

The objective of the State Preschool program is to provide an education-
~ al preschool experience for children from low-income families. Preschool
programs are. administered by 116 school districts- which enroll 11,300

children, and by 76 nonprofit agencies which enroll 8,000 children.
Table 11 shows actual, estimated, and. projected expenditures for this
program. : : . : "

‘ Table 11 ,
' State Preschool Expenditures
{in thousands) .

Actual  Estimated .Proposed Change ~ .
1980-81 198182 198283 Amount - Percent

State Operations........ $365 $610°  $523  —g87 . —14.3%.

Local Assistance * - 28,480 30,341 31,858 1,517, 5.0

Scholarship Incentive Program ... (225) (239) - (251) (12) - (5.0)
Totals -$28845  $30,951 $32,381 - $1,430 46%

2 Includes total local assistanice including amounts funded through the consolidated application process.
b Includes $100,000 in one-time federal funds for. audits of Headstart programs. :

The budget proposes expenditures of $523,395 for state operations and
$31.8 million for local assistance in support of state preschool programs in
the budget year. This includes approximately $251,000 for the Scholarship
Incentive Program. The proposed budget for state operations is $86,390
less than estimated current year expenditures of $609,785. The $609,785,
however, includes- $100,000 in one-time federal funds for audits of Head-
start programs. Using only the current year General Fund expenditures
for Preschool state operations ($509,785), the budget request represents
a $13,610, or 2.6 percent, increase over estimated current year General
Fund expenditures. ‘ ’ oo

Preschool Equalization. U

We récommend that the Legislature direct the Department of Educa-
tion to report during budget hearings on the actual amount of funds
needed for local assistance equalization inflation increases. We further
recommend adoption of Budget Bill language to provide for equalization
of inflation increases provided to programs with 1981-82 per capita costs
below $1,549. ' , ’

The ‘budget proposes a 5 percent cost-of-living increase for preschool
local assistance, at a cost of $1.5 million. The funds would be allocated
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among preschool programs on a sliding scale, as specified in budget lan-
guage. Low cost programs would be allocated an inflation. adjustment
sufficient to increase their funding per-child to $1,626. This is the 1981-82
average expenditure per child statewide ($1,549), increased by the 5 per-
cent inflation adjustment. Programs with costs above $1,626 would not
receive an inflation increase. This e ualization process was begun in the '
1980 Budget Act, and continued in the 1981 Budget Act. :

Amount Needed for Inflation Allowances. -The proposed $1.5 mllhon‘_
inflation adjustment, however, assumes that each program’s apportion-
ment receives a full five percent inflation increase. Under the equalization
process only those programs with a 1981-82 cost-per-child of $1,549 or less
would receive a fu{) 1 five percent adjustment; with higher cost programs
receivin, g less than a five percent increase or no increase. Therefore, the
proposed appropriation for inflation adjustments is overbudgeted by an
undetermined amount because some programs will not receive the full
inflation increase.

At the time this analys1s was written, sufficient data was not available
to compuite the amount overbudgeted because the per child expenditures
for all programs were not availab %e .Accordingly, we recommend that the
-Department of Education report at the budget hearmgs the actual
. amount of funds needed for local assistance inflation 1ncreases under the

proposed equalization process. :

Technical Language Issue. We further recommend that the bud et
control language which provides for the inflation increase equalization be
amended to provide for inflation increases granted to programs with per
capita costs per child below $1,549. Due to a techmc£ error, these pro-
grams were not specifically addressed in the’ budget control language.
Therefore, the language should be amended to correct this. oversight.

SCHOOL ENVIRONMENT AND SAFETY RESO‘!‘JYRCESUNI'I»' :

Recommend Unit be Eliminated SR -

We recommend that the School Environment and Safety Resources Umt
(3.5 positions) be eliminated because (1) statutory authority for a school
violence and vandalism report to be prepared by the unit has expired and
(2) the unit’s remaining functions duplicate those of other state programs,
for a_General Fund savings of $164,000. (Reduce Item 6'100-001-001 by
$164,000.)

The budget proposes to fund the School Environment and Safety Be-
sources Unit (SESR) at its 1981-82 level—$164,000—from the General
Fund. The SESR includes 3.5 positions which (1) collect and report district
data on the incidence of school-related crimes, (2) seek to identify exem-
plary programs and téchniques to combat school violence and vandalism,
and (13) attempt to identify the causes of violence and vandahsm in
schools

We recommend elimination of the unit because:

« Statutory authority has expired for the collection of data and report-

ing on the incidence of school-related crimes,

o Continued collection of data and reporting on an annual basis is not

efficient:

o The Department of Education’s Office of Intergroup Relatlons has

already conducted several studies to identify the causes of ‘school
violence.
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« The Department of Justice’s School Safety Center has developed suc-
cessful programs to identify exemplary programs for combating
school violence and vandalism. . :

. Authorization for Data Collection and Report has Expired. A signifi-
cant statutory responsibility of this unit has been to collect information
pertaining to school violence and vandalism. Ch 1206/80, however, re-
quired the department to prepare an annual report on school-related
crimes, only in 1981 and in 1982. The intent of this measure was to gather
information on school crime and violence during a two-year period. The
department will have met the intent of the law when it completes its first
report, which the department states is forthcoming. The continued collec-
tion of data and preparation of additional reports is no longer required.

Continual Data Collection Unnecessary. Preliminary figures from the
yet-to-be released Department of Education report appear to indicate a
significant amount of school-related crime has occurreg statewide in the
1980-81 school year. The final report will provide detailed data on the
types of criminal activity which have occurred, and will aid in the continu-
ing development by various public agencies of preventive strategies. Our
analysis ingicates, however, Slat to continue to collect this data each year
is unnecessary. A sufficient period of time has not elapsed since the last
round of data collection to provide a basis for determining the effective-
ness of strategies adopted to reduce violence and vandalism. Rather than
conduct annual surveys year after year, we recommend that data be col-
lected every five years—providing a more cost-efficient method for deter-
mining trends in the incidence of school-related crime.

Unnecessary Duplication of Other Départment of Education Activi-
‘ties. Our analysis indicates that recent SESR attempts to ascertain the
cause of violence and vandalism in schools are duplicative of activities
-carried out by the department’s Office of Intergroup Relations.

. The Office of Intergroup Relations has conducted several studies in an
attempt to identify the problems which cause disruption to the school
environment. In addition, the office has addressed the problem of school-
related criminal activity by providing (1) assistance to school personnel
in developing conflict management skills, (2) assistance in the prevention
of disruptive: conflict,’ (3) intervention in crisis situations, and (4) the
provision of training for administrators in improving the human environ-

ment of schools.

Unnecessary Duplication of Department of Justice Activities. Our
analysis also indicates that planned SESR ;l>rograms to identify exemplary
programs and techniques to combat school violence and vandalism dupli-
cate programs already conducted by the Department of Justice’s School
Safety Center. The School Safety Center already provides leadership,
support, and direction to school districts in" preventing school-related
crime, and as one of its primary activities, publishes “Campus Strife,” a
quarterly journal which highlights successful school crime and vandalism
control programs. o -

Because the functions of the School Environment and Safety Center are
no longer authorized and because other statewide programs are attempt-
ing to:deal with school-related crime and develop prevention techniques,
we recommend elimination of the unit, for a General Fund savings of
-$164,000.. , : :
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2. NONCONSOLIDATED CATEGORICAL PROGRAMS ¢
This section discusses the categorical aid programs that are not covered
by the consolidated application process, and are not part of other major
programs.
Table 12 shows the local assistance expendltures and fundmg for these
categorical aid programs.

Table 12

Nonconsolidated Categoricals Local Assistance Ekpanditures and Fundihg
{in thousands)

Actual . Estimated  Proposed Change

i 1980-81 1981-82 1982-83 Amount Percent
ESEA, Title I-Migrant ... $40334  $63453 $63,442 —$11 -
Demonstration programs in reading o

and mathematics® ... 3,179 3,558 3,738 180 - 5.0%
Driver training’ ..... . 18,341 17,84 17,844 —_ —
Transportation®....... 92,279 190,243 187,878 ~2,365 -12
Instructional materi . 41,114 39,968 51,323 11,355 214
School personnel staff development® 894 47 8,598 7,650 807.0
RESOUICE CENLETS® w.oovvviuurarnrersosersssiennns 1,481 1,678 5,158 3,480 207.4
Professional development centers®.... 716 760 800 40 53
New careers® 324 299 C— —299 -100.0
Indian education centers® .................... - 708 750 785 35 46
Native American Indian education e :

program® 301 319 5333 14 .44
Vocational éducation® ................ 75,899 80,779 80,806 27 . 0l
Adult education apportionments® ...... 149,504 170,115 165,360 —4,755 -28
Adult basic education™ 6,970 9873 - 9875 2 —
Career guidance cénters® .. 293 — e e —
Innovative programs’ .... (15356)* . (14619)* (=) (—14619)* (—100.0)*
Federal block grant’ ....... 30,995 ‘35,940 34,389 —1551 . ~43
Environmental education®.. - 484 483 483 — —
Gifted and talented?....... 15527 - 16,887 17,122 835 50
Instructional television® ...........ccocceeenns 887 871 915 4 50

Totals. $489,160  $634,698 $649,449 $14,751 2.3%
General Fund $307.589 - $4263%6 ~ $445635 = $16309 38%
Federal funds 147,742 176,134 174575 ~1,559 ~09
Other state funds and reimburse-

ments : ) 33829 . 35238 32239 1 -

*Included iri federal block gra.nt
fIndicates Federal funds sapport.’
2 Indicates General Fund support.
§ Indicates support from other state funds and reimbursements.

ESEA TITLE I-MIGRANT
(Item 6100-141-890)

Overview

The federal ESEA Tltle I- Mlgrant Program was estabhshed in 1965 to

rovide supplementary educational services to children of migrant and
F rmerly migrant parents. California -has nine regional offices which are
responsible for program administration. In addition, five school districts
receive funds directly from the State Department of Education.
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There were 1,355 schools in 328 districts part1c1pat1ng in migrant educa-
tion programs in 1980-81. These schools enrolled approximately 127,000
migrant students; 24,000 more than in 1979-80.

As shown in Table 13, California expects to receive $65 7 million in
federal migrant education funds for 1989-83. The budget proposes to allo-
cate $63.4 million of this amount for local assistance—slightly less than the
amount allocated in 1981-82. The balance—$2.3 million—would be allocat-
ed for state operations, for an increase of $142,000, or 6.6 percent, above
the current-year level. :

Table 13

Federal ESEA Title I-Migrant Funds
(in thousands)

Actual FEstimated Proposed Change
1950-81 1981-82 198283  Amount  Percent

State Operatlons ........................................ $1,833 $2,147 $2,289 $142 6.6%
Local ASSiStance ........cocvennnsiseeennrinee 49,334 63,453 63,442 —11 —_
Totals $51,167 $65,600 $65,731 $131 02%

Redirection of Special Project Funds

The State Department of Education contracts with local educatlonal
agencies and private organizations in support of migrant education special
projects. Federal Title I-Migrant funds are allocated for local assistance for
these projects. In 1981-82, the department contracted for seven special
projects, at a cost of $4.4 million in federal funds.

Our review of these projects indicates that by eliminating unnecessary
and duplicative program components a minimum of approximately $1
million could be made available for other higher priority mlgrant educa-
tion activities.’

The following sections of this analysis discuss and make recommenda-
tions on four of the special projects within the ESEA Title I-Migrant
program.

Table 14 dlsplays the special projects from which migrant education
funds for local assistance can be redirected.

Table 14

- Summary of Recommended Redirection of
Migrant Special Project Funds
(1981-82 contracts)

. Recommended
Contract Total Redirection
Mini-Corps ® $3,132,500 ® $764,000
ECS task force ...... 60,000 60,000
External evaluation 766,000 ¢ 125,000
Partnership program 48,000 48,000
Totals $4,006,500 $997,000

2 Includes two recommendations.
‘b Estimate including summier school program.
¢ Includes contracts for 1980-81 and 1981-82:
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Recommend Alternative Funding Source for Mini-Corps Stipends

We recommend that the Legislature adopt supplemental language to
direct the State Department of Education to require that Mini-Corps par-
ticipants at California State University (CSU) campuses receive their
school year stipends from regular college financial aid programs, and not
from Migrant Education funds, because paying stipends to college stu-
dents is an unnecessary use of Migrant Education funds, for a Federal
Trust Fund redirection of $400,000 of local assistance monies.

The State Department of Education contracts annually with the Butte
County Superintendent of Schools to conduct the statewide Mini-Corps
program. In 1980-81, the contract amount totaled $3,132,500. Mini-Corps
operates both a nine-month school year program and a summer school
program. Both programs seek to (1) provide categorical services to mi-
grant education pupils, primarily by using college students as teacher
aides and (2) increase the number of bilingual professionals available to
provide services to migrant children. Mini-Corps participants are enrolled
in 16 community colleges and state universities, and are typically former
migrants. During 1981-82, 328 college students are participating in the
school year Mini-Corps program. . - ‘

During the current year, 188 California State University (CSU) students
are each receiving nine-month stipends of approximately $2,600 through
the Mini-Corps contract. This amounts to $490,000 in migrant education
local assistance funds. The 140 community college students are receiving
similar stipends, which are funded through college financial aid programs.
Community college students also receive an additional $50 monthly sti-
pend for transportation costs. ' ‘

Our review of school year stipends awarded to Mini-Corps participants
indicates that except for a $50 monthly travel reimbursement, communit
college participants are paid entirely i?x:om federal work-study and Extend}j
ed Opportunity Program and Services (EOPS) funds provided throu‘gh
the regular campuses financial aid mechanisms. In contrast, stipends for
CSU students are paid from federal Migrant funds, outside of the normal
campus mechanisms.

We can find no analytical reason for using different financial aid funding
procedures for the two groups of participants. Accordingly, we recom-
mend that Mini-Corps participants at CSU campuses also apply for their
stipends through the regular financial aid programs. Our analysis indicates
that CSU Mini-Corps participants will have little if any difficulty in qualify-
‘ing for the aid programs because the academic and financial need criteria
for work study and the Mini-Corps program are similar. Actual work-study
grants ' may be somewhat less than the stipends funded with migrant edu-
cation funds. Mini-Corps participants may also be eligible for state Bilin-
’ 1gual Teacher Development Grants and other state and federal grants and
oans.

In 1981-82, the CSU received approximately $10 million in federal work
study funds. Our analysis indicates that the addition of a limited number
of Mini-Corps participants to the work study program will have little, if
any,; impact on the overall work study program. v

Because the program is similar to many others that provide work-study
financial aid to students, funding stipends from limited Migrant Education
funds is unriecessary. In addition, by making stipend awards through each
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campus financial aid office, each student’s financial aid package ‘can be
developed more accurately and the stipend award can be integrated with
other financial assistance. : ‘ : :

Consequently, we recommend that $400,000 of Title I-Migrant funds be
deleted from the Mini-Corps contract. The effect of this recommendation
will. be that (1) all Mini-Corps participants will receive similar stipends
through financial aid programs, as well as $50 monthly stipends from
miﬁrant education funds for travel and (2) the Department of Education
will save $400,000 in migrant education funds which can be used for higher
priority migrant education programs. ;

Reduction in Mini-Corps Administration Recommended

~ We recommend that the Legislature adopt supplemental language to
direct the State Department of Education to stop contracting for the
services of Mini-Corps School Year Coordinators because these positions
are unnecessary, for a minimum Federal Trust Fund redirection of $364,-

Our review of the 10-month 1981-82 Mini-Corps contract indicates that,
exclusive of participant stipends, over $1 million is included in the Mini-
Corps budget to administer the 328-participant teacher assistant program
during the school year—a cost of $3,100 per participant. Of the 29 budget-
ed professional positions, 16 are School Year Coordinators located in the
areas where Mini-Corps activities are conducted, and 13 are located at
Mini-Corps headquarters in Sacramento and Oroville, some of whom pro-
vide a variety of student services to participants. We estimate that the 16
Coordinator positions cost $364,000, including salaries, benefits, and in-
direct costs but exclusive of operating expenses such as travel and clerical
support.

IC))ur analysis of the Mini-Corps budget and our field visits indicate that
there is an unnecéssary amount of supervision and coordination of Mini-
Corps participants. A Mini-Corps teacher assistant works under a cer-
tificated classroom teacher who provides direct and constant supervision.
The teacher assistant can also be supervised and assisted by staff from the
migrant education regional office. Further supervision and coordination
is provided by Mini-Corps School Year Coordinators and other Mini-Corps
Field Coordinators.and Associate Directors. ; ' o

"In sum, we recommend that 16 School Year Coordinator positions be
eliminated because:

o Classroom teachers provide direct, day-to-day supervision, leader-
ship, and training. Otﬁer school and school district administrators also
provide indirect supervision. -

o Migrant education regional office staff can provide effective coordina-
tion in relation to the needs of migrant education programs in the

. .area. . ey L -

e Mini-Corps School Year Coordinators are an expensive, additional
administrative level in the Mini-Corps program. The 13 other profes-
sionals. can provide any necessary lea£rship, coordination; and stu-

. dent services for the Mini-Corps program. , S ,
Because their responsibilities are unnecessary for the continued success-
ful operation of the Mini-Corps teacher assistant program, School Year
Coordinators can be eliminated without having an adverse impact. By
limiting future Mini-Corps contracts to-exclude these positions, the State
Department of Education will avoid $364,000 in Mini-Corps salary, benefit,
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and indirect costs, which could be redirected to other Imgrant educatlon
programs.
ECS Migrant Education Task Force. '

We recommend that the Legislature adopt supplemental Ianguage to
direct that the Department of Education no longer participate in the
Education Commission of the States’ (ECS) ‘Migrant Education Task
Force, because California’s participation in the Task Force does not result
In significant benefit to the state, for a Federal Trust Fund redirection of
$60,000.

The Department of Education contracts annually to participate in the
Education Commission of the States’ (ECS) Migrant Education Task
Force. It does so on a voluntary basis. The interstate compact, which
involves ten of the 50 states, is funded by member contributions equal to
.25 percent of each states’ total migrant education grant award for admin-
istration. The Florida Department of Education serves as the fiscal agent
for the task force.

The ECS proposal for 1981 states that the goals of the task force are to:
(1) improve the economic, political and educational status of migrant
children by expanding the awareness of decision makers; concerned per-
sons, and other groups so that they can assist in developmg and maintain-
ing advocacy and support services and (2) seek active involvement in the
ECS task force of nonparticipating states.

California’s 1981 contribution--$60,000—was larger than that provided
by any of the ten states. Furthermore, an unknown additional amount of
migrant education state operations funds dre spent so that State Depart-
ment of Education staff can travel out-of-state to task force meetings and
activities.

The current contract expired in y December 1981 and at the time this
analysis was prepared, the department had not indicated whether or not
it will enter into a new contract.

We recommend that the State Department of Education d1scont1nue
California’s participation in the task force because:

o Advocacy is a prime task force Jactivity and the Legislature has indicat-
ed that this is a low priority activity for California’s migrant education

. program,

o Task force conferences and publications duplicate the activities of the
Federal Department of Education.

o Task force activities pertaining to interstate migrant pupils, a second-
ary function of the task force, are of little value to California because
the state “shares” few puplls with the other task force members.

For these reasons, we recommend that California no longer contribute

to the support of the task force. This would allow $60,000 of state opera-
tions. funds to be redirected to other migrant education local assistance
programs. In addition, an unknown amount of funds spent on out-of-state
travel and other task force activities would be redirected to state opera-
tions directly benefiting California.

Recommend Discontinuing External Evaluation :
We recommend that the Legislature adopt supplemental Ianguage to

direct the Department of Education to terminate the migrant education

program external evaluation contract because additional studies of ‘the
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Dprogram are unnecessary, for a Federal Trust Fund redirection of $125,000.

In Ai)ril 1980, the Department of Education contracted for the first in
a series of external evaluations of the state’s Migrant Education program.
The cost of that contract and subsequent contract amendments totals
approximately $890,000. Before this contract was signed, each migrant
regional office conducted its own evaluation which was then reported to
the Department of Education. This practice was discontinued because (1)
individual regional evaluations were thought to be more expensive than
one statewide evaluation, and (2) the objectivity of the evaluation was
questionable, since regions were responsible for evaluating their own pro-
gram. v :

After a competitive proposal process, the SDE awarded a $428,846 con-
ract to a contractor in March 1980 for an external evaluation. In July 1981,
the department amended the original contract to provide an additional
$462,2928 without conducting a competitive bidding process. Through 1981
—82, a total of $766,000 has been spent. The SDE advises us that an addition-
al $125,000 included in the amended contract will be spent in 1982-83.

Our analysis of the external evaluation indicates that it is of little benefit -
to the state. It is primarily a descriptive summary of migrant education
activities, and includes little evaluation in areas such as funding, interagen-
cy coordination, the Migrarnt Student Record Transfer System (MSRTS),
and program dissemination. Much of the evaluation describes how various
migrant education program participants perceive the implementation of
their program. In addition to a statewide report, the contractor also pro-
vided individual evaluations to each of the regions and districts participat-
ing in the study. A ‘

Whiile the federal government requires an annual report from the state
evaluating program effectiveness, t(ll"ne federal regulations allow the state
to submit representative samples of the state’s migrant education pro-
grams for the evaluation, in lieu of a full scale evaluation. Consequently,
an evaluation such as the one called for by the contract is unnecessary to
comply with federal requirements. Further, our analysis indicates that this
large-scale evaluation does not need to be continued because (1) a large
amount of information on migrant education has already been collected
and (2) numerous studies of migrant education have been completed at
the state and federal level. Our analysis also - indicates that the depart-
ment’s Office of Program Evaluation and Research (OPER)  has the
capacity to develop the necessary reports for the federal Department of
EcFucation.‘ (For 1982-83, the budget proposes a reallocation of $79,000 in
federal migrant education funds to OPER). : ‘

We find little or no immediate need for further in-depth research re-
garding migrant education, and therefore recommend that the existing
evaluation contract be canceled, as allowed for in the contract, for a
Federal Trust Fund redirection of $125,000 to migrant education local
programs. . : ,

UCLA Partnership Program ; .

We recommend that the Legislature adopt supplemental language to
direct the State Department of Education (SDE) to discontinue the con-
tract for the UCLA Partnership Program because the program is too ex-
Dpensive to be implemented on a statéwide basis and duplicates existing UC
and CSU student outréach activities which are less costly, for a Federal
Trust Fund reallocation of $48,000. We further recommend that the SDE
use these funds to develop statewide procedures for the identification of
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and programs for grfted and talented ngrant pupzls WIt]IIH the éun'ent
Gifted and Talented Education (GATE) program. (Reduce Item 6']00 141 -
890 by $48,000 and increase Item" 6100+ 001-890 by $48 000).

The SDE. contracts with the Tulare Counity Department of Eoucatron
to operate a special summer program for exceptional migrant education
high school students to study on the UCLA campus and participate in
recreational activities. During the summer of 1981, the Partnership Pro-
gram brought 50 migrant and formerly migrant. puprls to the UCLA cam-
pus for one month, at a total cost of $48,000. Specifically, the UCLA
Partnership Program seeks to (1) provide exceptional migrant students
with enrichment instructional services, (2) expose the students to a col-
lége environment, and (3) enhance the students’ academic attainment in
i)rdelr to increase their chances of continuing their educatlon at a college
eve

The Partnership Program was developed to meet the needs of some
exceptional migrant pupils who, because of their transiency, are not being
served by regular school-site Grfted and Talented Education (GATE)
programs. Although we are unable to estimate the number of exceptional
migrant children who-are eligible for, but not: participating in GATE
programs, our analysis indicates that the nature of GATE pup% identifica-
trciln :i.nd programs serves to exclude pupils who continually change
schools

Our. analysis. indicates that the SDE Partnershlp Program duphcates
other student outreach programs operated by the California State Univer-
sity. (CSU) and the University of California (UC) which are designed to
increase the participation of under-represented groups in higher educa-
tion. These programs generally are less costly, and less lengt y than the
partnership program.

.In:addition, we find that the Partnership Program serves few puplls at
a relatively hlgh cost,.and therefore cannot be implemented on.a state-
wide basis for all ehgrble exceptional migrant children. The per pupil cost
of the Partnership program is almost $1;000 for one month, (by compari-
son, the GATE program per pupil cost is approximately $100 per year).

For these reasons, we recommend termination of the Partnership Pro-
gram. At.the same time, we recommend that the SDE continue to seek
ways of meeting the needs of exceptional migrant children. These chil-
dren should be served by regular GATE programs which: (1) are more cost
effective than the Partnership Program and (2) do not duplicate CSU and
UC programs. Accordingly, we recommend that savings from the termina-
tion of the Partnership Program be redirected by the SDE to develo
statewide. procedures for GATE pupil identification and .programs whic
will increase the participation: ofp mlgrant pupils in. GATE programs ;

'DRIVER TRAINING/TRAFFIC SAFETY EDUCATION
(Items 6100-001 178 and 6100-171-178)

Overvuew '

~The Department. of Education administers a. driver’ tralmng program
Wthh includes both a laboratory, phase (behmd-the-wheel training) and
classroom driver education. .Current law limits state reimbursement for
the cost of the laboratory phase for nonhandicapped students to the lesser
of $60 per pupil, or the actual costs incurred. For handlca};ped students,
the state reimbursement is limited to $200 per pupil. These costs are
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funded from the Driver Training Penalty Assessment Fund. =
The department also administers a School Bus Driver Instructor Train-
ing rogram and a Farm Labor Vehicle Instructor Training program
which prepare teachers for the instruction of driver training classes for
pros% ective operators of these vehicles.
le 15 displays the funding levels for these programs for the past,
current, and budget years.

Table 15
Allocations for Driver Training
{in thousands)
Actual  Fstimated Proposed Change
1980-81 198182  1982-83 ' Amount Percent

Driver Training o
1. State Operations. $276 $100 $99

] 1%
2. Local Assistance: ) .
. A. Regular... . 17,170 16,569 16,569 - —
B. Handicapped ’ W A | 1275 1,275 — —
Subtotals L$18341  $17844 317,84 - -
School Bus Driver Instructor Training ...ccmive = .0 == $457° - $459 $2 0.4%
Farm Labor Vehicle Instructor Training............. $106 115 119 4 35
Totals: ’ g $18,723 - $18516  $18,521 $5 —

2 The School Bus Driver Instructor Training program was federally funded through September- 30, 1981.
The Legislature appropriated additional Driver Training Penalty Assessment funds to support the
program for the remainder of the fiscal year. Approximately $112,000 of the $457,000 appropnated
in the current year are federal furids which the budget proposes to replace with monies from the
Driver Trammg Penalty Assessment Fund in 1982-83, -

Federal Siudy

A federal study of driver education and trammg, funded by the Natlonal
Highway Traffic Safety Administration, is in progress in DeKalb County,
Georgia. It is analyzmg the effectiveness of a particular type. of program
_ delivery system—the “Safe Performance Curriculum,” This program
combines the use of a multiple-car driving range, electromechanical
simulator, and behind-the-wheel training in traffic. The curriculum con-
sists of con31derably more hours of training than have been required in the
various types of programs offered in California. Completion of the study
is not expected until the spnng of 1983.

Driver Trummg

We recommend that the state dlscontmue reimbursement for district
driver training programs because there is no evidence that such training
warrants a state subsidy, given other demands on limited funds available
for instruction. This would result in a savings to the Driver Training Pen-
alty Assessment Fund of $17,844,000. (Reduce Item 6100-171-178 by $17,-
844,000). Pursuant to Control Section  19.17 (see below) this
recommendatmn would increase the amount available to tbe General
Fund by $17,844,000.

We further recommend that legislation be enacted to eIzmmate the
requirement that persons 16 to 18 years of age receive driver training
before they can be licensed, because the current licensing procedures of
the Department of Motor Vehw]es shou]d ensure ‘that unsafe drivers are
not licensed.
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Resolutlon Chapter 62; Statutes of 1980 (SCR 58), re« uires the Legisla-
tive Analyst to prepare a report which evaluates and makes recommenda-
tions on certain s gecrﬁed local mandsted programs. One of the programs
we were required to review is the driver training program. Our findings
and recommendations on this and other mandates addressed by Resolu-
tion Chapter 62 are contained in An Analysis of 21 State Mandated Pro-
grams (Report 82-2, January 1982).

In our analysis of the driver training program, we found that:

_ e State funds only cover a portion of the total costs of driver training.

» Many school districts believe that state law, in effect, forces.them to
* continue their driver training program, even though it is no longer

mandited per se, because the vehicle code still requires that persons
16 to 18 years of age complete some form of driver training prior to
receiving a driver’s license.

+ There is no evidence to indicate that the completion of a driver

training program reduces the number of traffic accidents; and thus

" warrants a state subsidy.

..On this basis, we recommend that the state discontinue reunbursrng

districts for the costs of their driver training programs.

We further recommend- that legislation be enacted to eliminate the
equirement that }])1 rsons 16 to 18 years of age receive driver training
efore they can be licensed. The written and on-road driving tests admin-

1stered by thé Department of Motor Vehicles should be sufficient to en-
‘sure that persons not adequately prepared to safely operate a motor
‘vehicle do not receive.a drivers license. If these tests are not rigorous
enough to achieve this objective, they should be improved. In any case,
the available empirical data do not demonstrate that driver tralnmg isan
effective substrtute for DMV testmg procedures.

Sechon 'I9 17—Driver Trummg Fund Balance Reversion :

- We recommend approval.

This section provides that the imencumbered balance in the Driver
Training Penalty Assessment Fund on ]une 30, 1983, be transferred to the
General Fund.

This section continues existing legislative policy, as reflected in the 1981
Budget Act. By reverting the unencumbered balance in this fund to the
General Fund, the Legislature will have more fiscal flexibility in meeting

'legislative priorities in the educatron area and other areas. We therefore
recommend approval

Farm': Labor ‘Vehicle Instructors

We recommend the consolidation of the Farm Labor Vehicle and
School Bus Instructor training programs, due to the small number of
persons comp]etmg the Farm Labor Vehicle Instructor course, for a Gen-
eral Fund savings of $119,000. (Reduce Item 6100-001-001 by $119,000).

" Current law requires that all drivers of farm labor vehicles have either
a farm labor vehicle or a school bus driver certificate, cf)lus a driver’s
license. for the appropriate class of vehicle to be operate

Before being issued the required certificate, the applicant must (1)
complete a driver training course developed by the Department of Edu-
cation and taught by an instructor having a valid driver training instruc-
tion certificate, and (2) pass an examination administered by the
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California Hrghway Patrol : ’

The Farm Labor Vehicle Instructor Trammg program was estabhshed
to provide training without charge to persons desiring certification as
Farm Labor Vehicle Driver Training Teachers, and is the only program
offering this trammg in the state. The udget requests $119, 000 to continue
this program in the budget year.. -

From September 1975 to October 1980, a total of 38 instructors have
beeri trained in nine classes. Attendance in these classes ranged from two
to six pupils. Of the graduates, 32 out of the 38 are currently employed as
farm labor vehicle driver training teachers.

Since only eight students (on average) are expected to complete this

‘course, the average cost of providing this training wrll approximate $14,875

per student in the current year..

The cost of training 4 pupil in the School Bus Instructor. Training pro-
gram (which the department also administers) will approximate $2,285
per student for about 200 students in the current year. The average class
size in this program is approximately eight students per instructor. The
instructors are also quahged to teach the Farm Labor Vehlcle Instructor
Training Program, -

Our. analysis indicates that the Farm Labor Vehicle: prograxn course
could be consolidated with the School Buis Instructor Training program,
at no additional cost to the latter program. -

Accordingly, we recommend the consolidation of the Farm Labor Vehi-
cle Instructor program into the School Bus, Instructor Training program
for a Gerieral Fund savings of $119,000, based on (1) the small number of
studerits completing the Farm Labor Vehlcle Instructor Program (2) the
significant difference in the cost per student between these two programs,
(3) the fact that teachers in the School Bus Instructor program are also
qualified to teach the other program, and (4) the small class sizes in the
School Bus Instructor program - ‘

Fee Charges Needed

We recommend that the Legrs]ature adopt Budget BIII language to
direct the State Board of Education to _develop a schedule of fees for
assessment to the School Bus Instructor T raining program participants, to
recover 50 percent of the program’s cost, for a savings to the Driver Train-
ing. Pena]ty Assessment Fund of $229 500, because public and pnvate
transportatmn providers benefit equally Wrtb the state from the provision
of this service. Pursuant to Control Section 19.17 this recommendation
would increase the amount available to the G'enera] F und by $229,500.
(Reduce Item 6100-001-178 by $229, 500) ,

Teachers of school bus driver training courses must ossess a school bus
instructor certificate in order for their graduates to qu 1fy for acertificate
authorizing operation of those vehicles. - .

The Department of Education currently prov1des an instrictor trammg
course for these teachers at the Highway Patrol Academy. The course
enrolls approximately 200 pupils per year from school districts, county

‘offices of education, private schools, school bus contractors, and school

pupil activity bus operators such as Greyhound Bus Lines.

In years past, the federal government funded the. entire: cost of the
School Bus Instructor Training program. Federal reimbursement for the
program, however, was discontinued in the current year. To replace these
fungs the budget proposes an appropriation. of $459, 000 from the Driver
Tralmng Penalty Assessment Fund for 1982—83 L
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The department is the only entity in the state which provides this
course, and it incurs the full cost of instruction, books and supplies, student
room and board for three weeks, and the cost of round-trip transportation
to the course. Applicants are not assessed any fees, because this was not
allowed by federal regulation. Even though the federal government has
stopped funding this program, the state continues to provide instruction
free of charge. We see no reason to continue this policy, particularly given
the fact that the state is paying the full cost. of tEe, program. The state is
not the sole beneficiary of the program. Specifically, private transporta-
tion providers benefit from this program because it enables them to ob-
tain, without charge, the necessary instruction required for their
employees to qualify for operator’s licenses and thus enables them to offer
the transportation services for a profit. :

Similarly, this program benefits public transportation providers because
it enables them to offer these transportation services—for which they
receive state aid—to district school children. I ,

Because local school districts and private transportation providers bene-
fit equally with the state from the provision of this service, they should
incur an equal share:of the program’s cost. Accordingly, we recommend
that the Legislature direct the State Board of Education to develop a
schedule of fees to be assessed to program participants to recover 50
percent of the state’s cost of providing this service. :

HOME-TO-SCHOOL TRANSPORTATION
(item 6100-111-001)

Overview B o R ;

The school transportation program provides state aid to school districts
prl;)viclling' home-to-school transportation to children attending district
schools. ' .

State aid is provided through two means—regular transportation aid
and small school district transportation aid.- Regular transportation aid
reimburses approved transportation costs which were incurred in accord-
ance with regulations adopted by the SDE. e

- ‘Previously, the amount of such aid provided to a district was based upon
local assessed property valuations and state reimbursement rates. Chapter
100, Statutes of 1981 (AB 777), repealed these provisions, however, and
provided that reimbursements to the school districts for the 1981-82 fiscal
year be based on approved 1979-80 transportation costs plus a six percent
inflation factor. Because this statute provided a funding mechanism only
for the current year, new authorizing legislation will have to be enacted
in order to continue regular transportation aid in thé budget year. There
is no provision in the companion budget bills, AB 2361 and SB 1326, relat-
ing - to this provision. : Co

Small school district transportation aid provides additional general state
aid to school districts with 2,500 or less average daily attendance, which
incurred transportation costs in excess of 3 percent of their total General
Fund education expenses in 1977-78. There is no requirement, however,
that this aid be spent on transportation. It may be used for a variety of
other purposes. Table 16 displays the funding levels for this program in the

past, current and budget years.
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Table 16 -
Home-To-School Trarisborta'ti'on Aid

(in. thousands): . - . s

‘- Actual. Estzmated Proposed : 'C'b @
T : I 1980-81 198182 : 1982-83 - Amount . Percent
Regular tra.nsportatlon aid i $74,568°0 7 <$172725% -+ $170:360 % -$2,365 - ~14% -
Small district: transportatlon ail e AT518 oo 17518 - 17518 R el

Totals RERER NI v$92,086 & "'$,190,243-" "$187,878» ‘ ’-$2,i3657*" ’—1‘.2%

“Amount inéludes $93.7 mllhon of" transportatlon costs whlch were prevrously ﬁnanced from d:stnct
' ‘generaliaid funds. -
b Amount,does not include $11 0 rmlhon in transportatron aid for the Los Angeles Umﬁed School Drst'nct
. . which is accounted for as K-12 general revenue limit state aid, as.authorized by Ch 1093/ 81 (AB#61),
whlch is mcluded under regular transportatxon ard for the current year e

The budget proposes an ap roprlatlon of $l704 mrlhon for regular
transportation aid in 1982—-83—- e same amount approved by the Legisla-
ture for the current year (excluding Los Angeles Unlfied School District),
plus as percent mfl;mon adjustment o v v

Small School DIS‘I’I’IC" Ald

- Small SchoolDistrict Aid is a categoncal program whlch provrdes addl—
tional funds to certain elrglble school districts. To receive this aid, districts
must have had (1)'2,500:0r less ADA in 1978-79.and (2) 'school transporta-
tion costs in 1977-78 exceedrng 3 percent of their General Fund education
expenses for that year.

“These funds are not ‘appropriated to serve any specific purpose or
groups of pupils, as are the funds provided under other categorical aid
programs. Instead, they can be used for any educational purposes, and
thus the funds are similar to general revenue limit state aid.

- Current law providesthat each district shall receive an annual inflation
adjustment for general revenue limit'state aid. The adjustment is calculat-
ed based upon the district’s prior-year adjusted revenue llmlt These infla*
tion adyustments are allocated on a sliding scale, with “poorer™ districts
receiving a larger‘iniflation adjustment than “richer” districts. This sliding
scale is intended to eventually equalize per pupil revenue limit aid state-
\éVlde as required by the Cahforma Supreme Court in the Serrano v. Priest

ecision: :

Small School’ Dlstnct A1d isnotincluded'in a: dlstrlct s revenue limit for
the purpose of calculating inflation adjustments, even though itis general
purpose aid. This results in some small school districts appearing “poorer”,
and therefore receiving a larger 1nﬂat10n adjustment than they would 1f
all general purpose aid is considered:

The consequences ‘of this aid not bemg included in equahzmg inflation
increases is that districts which'do not:receive Small School District Aid
will never reach revenue lirnit ‘'equalization with  those that do, which is
contrary to the intent of the Serrano decision. Accordingly, we have no
analytical basis for excluding Small School District Aid from revenue limits
for the calculation of budget year general aid inflation-adjustments.

By including small district aid in the district revenue limit used for
calculatmg inflation increases, districts which receive this aid would’ ap-
pear “richer” and therefore would receive less of an inflation increase
than they would have received otherwise. This would result in reduced
school finance equalization aid inflation costs of $3,903,000, based on a
computer simulation of school apportionments which included small dis-
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trict aid in calculating inflation increases.

Regional Occupational Centers and Programs Transportation -

Chapter 885, Statutes of 1981 (SB 741), authorizes district and county
Regional Occupatlonal Centers and Programs (ROC/Ps) to claim state
reimbursement for costs incurred in 1981-82 for transporting pupils
between schools and the site of ROC/P classes. State reimbursement of
the ROC/P transportation claims will be funded from the regular school
district transportation aid appropriation.

Because SB 741 allows additional reimbursement clalms to be made
against the regular school district transportation aid appropriation; trans-
portation aid will be reallocated from local school districts to ROC/Ps
unless the amount available for transportation aid is augmented (in addl-
tion to the inflation adjustment). '

The budget provides no additional amount (beyond the inflation -adjust-
ment) for school district transportation aid. Because the total amount of
transportation reimbursement claims submitted may exceed the total
amount of funds proposed, a$ a result of SB 741 claims, the reimbursement
for each claim may have to be reduced on a pro rata basis until the total
aanount of claim reimbursements match the amount of funds appropriat-
e

For the past two years, funding for regular school dlstrlct transportation
costs has been less than the total dollar amount of claims submitted, which
resulted in the pro rata reduction of funding for each claim, with the
district having to finance the unreimbursed portion of each claim. By not
providing funds to cover the additional cost of SB 741 claims, the budget
may result in (1) transportation aid being reallocated from school districts
to ROC/Ps and (2) pro rata reductions in reimbursements-for both school
district and ROC/P transportation claims which consequently will exacer-
bate the effects of continued transportation deficits.

STAFF DEVELOPMENT
(ltem 6100-191-001)

Overview ,
The state funds the following staff development programs
(1) Professional Development and Program Improvement Centers
(PDPICs), which provide in-service training in the 1nstruct10n of
reading, writing, and mathematics.
(2) School Resource Centers, which assess school district staff develop-
ment needs and assist school administrators and teachers in devel-
g and implementing staff development programs.
ﬂe School Personnel Staff Development Program, which growdes
funding for grants to local school dpstncts to conduct staff evelop—
- ment activities. ‘

(3) T

Funding
Table 17 shows expenditures and funding for the staff development
programs.




Item 6100 K-12 EDUCATION / 1305
Table 17 : :
Fundlng for Staff. Development Programs
-(in thousands) -

Actual ~ Estimated  Proposed - Change
1980-81 1.981—6’2 1982—&3' Amount ~ Percent

State OPErations: ~..mirivimssivmeerions .- $918 $855 $601 ~$254 . -297%

Local Assistance: - : ‘ : .

School Personnel Staff Development - -$894 $948 $8.,598 $7,650 807.0%
School Resource Centers ........cc.covnnne 736 943 4388 - 3445 365.3
Bilingual training.............. i 145 s TI0 3 48

Professional Development Centers . ‘ : L :

(PDPICS) revivoevecieersess R, 716 760 . 800 40 - 53

. "Local Assistance Subtotals ............ $3,091 $3,386 $14,556 $11,170 *.329.9%

+ Totals........ ; e $4,009 $4,241 $15,157 ~$10,916 257.4%

General Fund ...................... fevsaeriarenss e $3852 - $IM - $15,055 $10911 263.2%
Federal funds ... 157 97 102 R 52
Positions : ' 82 94— 94 — —

The budget proposes $499 000 from the General Fund for\staff develop—
ment-related state operations in 1982-83, a decrease of $254,000, or 29.7
percent, from the current year. This is due primarily to the statutory
termination of the New Careers Program.

In addition, the budget requests $14.6 million for local assistance pro-
grams, an increase of $11.2 million (329.9 percent) over the current-year
amount. This consists of a $0.2 million (5.0 percent) inflation adjustment,
and $11 m11hon for program expansion.

"Governor s Investment in People Initiative

We recommend that the proposed $11 million expansion of. staff devel-

opment programs (Investment in People) be deleted because adequate

-information on how these funds would be used has not been presented to
the Legislature. (Reduce Item 6100-191-001 by $11,000,000.) '

As part of the Governor’s $49 million Investment in People program, the
budget proposes to expand (1) the School Personnel Staff Development
"Program by $7.6 million (802 percent) and (2) the School Resource Cen-
ters by $3.4 million (361 percent). These fun s-are to be used to provide
staff development for secondary school teachers in the instruction of
mathematics, science, and computer technology.

The obJectlve of this initiative—increasing and improving instruction in
math and science—would appear to have particular importance to Califor-
nia. Recent. reports issued gy both the federal and state governments
indicate that California is mgmﬁcantly below the national average in terms
of the amount of instruction in secondary school mathematics and science. -
In addition, the Legislature expressed interest in this issue during recent
interim hearmgs v

~The Governor’s proposal, however, has not gone beyond the conceptual
stage. Spemﬁcally, the proposal has these degects
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L It does not exp]am wh y ‘the proposed method for 3ccomp11sbmg the
© objective is superior to other altérnatives.” The Governor’s initiative
does not include a discussion of alternatives for upgrading or increas-

" ing math and science instruction. For example, if does not address
the question of whether staff development would be as effective as
salary supplements or financial aid stipends in increasing the number
of qualified math and science teachers. Nor does it address the ques-
tion of whether existing staff development funds could be red1rected

“to provide more emphasis on'these subjects. - B

‘2. It assiimes that school districts will reorgamze their curricula, but

e pro vides no basis for expectmg the assumption to hold. 'The Gover-
nor’s proposal is aimed at “retraining existing teachers to provide
addltlonaf instruction in math and science. This will include teachers
with credentials which. allow them to teach’ math and science but
whom are currently teaching in other course areas.” This appears to
assume that local school districts will choose to provide more courses

"“in math and science, and fewer courses in other fields. We do not

" know if thisis a valid assumption or not. .

‘3. It does not include data on  the nuinber of teacbers needmg 3ddmona1
staff development beyond those already receiving it. The Governor
proposes to upgrade the skills of individuals currently: teaching math.
and science. The proposal, however, includes ho data on the number
of such teachers, the amount of in-service training, they currentl
receive, the amount of training they require, and the cost of suc
training. Nor does it provide supporting data on ‘the number of teach-
ers who are not teaching math and science but are quahﬁed to do so.

4. The Governor’s initiative does not explain how the funds for School
- Resource Centers would be allocated.. - .We do not know, for exam-
‘ple, whether new centers would be established and, if so; ‘where they
would be located. The proposal also fails to: explam why these funds.
are allocated to Resource Centers, which cover staff development in
general, rather than Professional Development and Program Im-
provement . Centers; which specialize in providing' training in the
instruction of readmg, writing,: and ‘mathematics.

In sum, the proposal lacks the kind of information needed by the Leg1s-
lature in order to establish funding requirements. For this reason, we
recommend that the funds be deleted.

According to the Governor’s office, a detailed expenditure plan will be
submitted for review prior to the budget hearings. When:this information
becomes available, we will review it and advise the budget committees on
its content and make whatever changé in our recommendat1on that is
warranted.

Pldn for Dlsfrlbuﬂon of Staff Development Resources

We recommend that the Legislature adopt supplemental language to
direct the Department of Education to submit to the legislative budget
committees, by December 1, 1982, a plan for providing existing staff devel-
opment program 81]008tIOIIS in a manner that provides more school dis-
tricts with an opportunity to benefit from the program. o

There are 17 Professional Development and Program Improvement

- Centers (PDPICs) in the state:Becausé they provide training on an inten-
sive level, each of these centers typically serves a single district. About
one-third of them have been operating inthe same district for seven years. -
Neither the Legislature nor the SDE has adopted a pol1cy with regard to
how long a center can serve a'single distriet. -~ :
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The state also funds 12 School Resource Centers. (As discussed in the.

grecedmg section, the budget proposes a major expansion of this program;
ut details on 1mplementat10n are not available:) These centers are typ 1-

- cally described as“‘brokers” of staff development services for school
tricts. They generally operate on a county-wide or multi-county basis. Two
of the centers, however provide services primarily to just one district each
(Vallejo-and Claremont) Both of these centers, moreover, are located in
counties which have another Resource Center. Many other counties,
however, have no Resource Center within their boundaries.

'Based on these findings, we conclude that the department should re-
view the allocation of state-funded staff development resources and de-

velop a plan for providing these resources in such a way that more dlstrlcts
are able to benefit from them. ~

INSTRUCﬂONAI. MATERIALS (TEXTBOOKS)
- (Items 6!00-186-001 and 6100-189-001)
Overview
Article IX, Sectlon 7.5 of the California Constitution requires the state
to adopt textbooks for use in grades K-8 and supply them to.the schools
without charge. To meet this mandate, the Department of Education
oversees a 25-month textbook adoptlon and dlstrlbutlon process.

’ Expendﬂures and Fundlng

- Table 18 shows the expenditures : and funding for mstructwnal materials
in the'prior, current, and budget years. -

%udget proposes $51.3 million from the General Fund for local
assxstance in 1982-83, an increase (after correction for a technical error)
of $10.6 million, or 26. 2 percent, over the current ear expenditures. This
increase reflects (1) 'a’$2 million (5 percent) inflation allowance for in-
structional materials in grades K-8 and (2) an $8 6 million augmentation
(related to the Governor’s proposed Investment in People Program) for
mstructlonal materlals in grades 9-12.

-Table 18 »
i Instructlonal Materials Expenditures and Funding
_ (in thousands) i

Actual  Estimated  Proposed - Change
: 1980-81 1981-82 - . 198283 ~ Amount  Percent
State Operations: :

. Curriculum frameworks ......... SRR 14 | '$1,069 - $1,069. - _ _
Textbook diStribUtion ... . 37 144 154 $10  69%
Warehousing and shipping .. . 287 0 162 .. 157 -5 -3.1
Frameworks production . . 54 48 -~ 50 2 42
Recovery project.......iivm e 74 80 6 8.1

Subtotals; State Operations.......... - $1,362 $1497 - $1510 $13 0.9%

Local Assistance: ... RS $41,114 - $39.968" - $51,323 $11,355" 28.4% *
' Totals | . . $42.476 $41,465 ~  $52,833 $11,368 27.4%

State Operations: -~~~ . » : ’
General Fund. v ; $1,307. $1,449 $1,460 11 08%
Federal finds Y | - - L - -
Reimbursements ........umecsssivssivns -7 48 50.. 2 42

Local Assistance: : ; ) P
General Fund. $42547 $39.968" $51,323 $11,355° 284%*

- Instructional matenals' fund.....; .......... —1233 — - = —

Posxhons v : 248 213 M3 = —

" *To cc correct for a technical error, local assistance funding in 1981-'-82 should be adjusted to $40,678.
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Siutufory COI.A - : S

The Educanon Code authonzed an appropnatlon of $13 30 per pup1l
(grades K-8) in 1978-79, dand provides for annual inflation allowances to
this amount in future years based on changes in the Consumer Price
Index. Because the 1978-79 appropriation and subsequent inflation allow-
ances '211pproved by the Legislature were below the authorized amounts,
the budget proposal for textbook support in grades K-8 is $11.5 million less
than the amount authorized by statute. For 1982-83- alone emstmg law
authorlzes a COLA of $4 3 million (10.5 percent)

Governor's Imhuhve for Instruchonul Muierluls

We recommend that the propased $8.6 million expans;on ‘of fundmg for
high school instructional materials (the Governor's Investment in People)
be deleted because adequate information on how these funds would be
used has not been presented to the Legislature. (De]ete Item 6100-189-001
for a General Fund savings of $8,600,000).

As part of the Governor’s $49 million Investment in People proposal the
budget proposes $8.6 million from the General Fund for math, science,
and computer science instructional materials in hlgh schools.

This part of the Governor’s proposal is designed to improve the level of
mathematics and science instruction in grades 9-12 by prowdmg addition-
al funds for (1) replacement of out-of-date mathematics and science text-
books and a& ) the purchase of supplemental mathematics and science
instructional materials, including science laboratory equipment and com-
puter equipment. 'Under current policy, no funds are earmarked specifi-
cally for instructional materials in grades 9-12; funding for these grades is
allocated at the local level from district. general a1d school finance appor-
tionments.

By providing these additional funds and earmarking the money for
specific instructional materials, the Governor seeks to help.school districts
upgrade these curriculum areas so high school students can achieve tech-
nological literacy prior to graduation.

The Governor’s proposal to upgrade student skills i in mathematics and
science addresses an important issue. Although there has been an increase
in California student mathematics scores on the Scholastic Aptitude Test
(SAT) since 1979, the 1981 SAT results are still lower than they were ten
years ago. Addltlonally, the Legislature and school district officials have
expressed concern during recent hearings that the general level of high
school mathematics and science education ma{ not be adequate.

Details on how the Governor’s proposal will achieve its objectives or
meet the Legislature’s concerns, however, have not been submitted as yet.
Given a grade 9-12 enrollment of approxnnately 1.3 million pupils, the
proposed $8.6 million appropriation would provide approximately $6 70
per pupil for instructional materials. This level of funding has not been
justified. There are no data which specify the approx1mate number and
cost of replacmg out-of-date textbooks, how “out-of-date” is defined, the
amount and cost of additional laboratory equipment needed, and the cost
of additional computer hardware and software.

Additionally, the proposal would allocate the aid in an equal amount per
student. This allocation assumes that all districts with high schools have an
equal need for th1s aid. The validity of this assumptlon has not been
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documented.

Finally, the budget does not mdxcate the extent to whlch math and
science texts could be upgraded by reallocatmg ex1st1ng funds within the
base.

Lacking this information, we are unable to recommend that these funds
be approved, and consequently recommend that they be deleted. The
Governor’s office has informed us that additional information on the pro-
posal will be available prior to the budget hearings. When this information
becomes available, we will review it and advise the budget committees on
its content and on any change in our recommendatlon that the additional
information may warrant. . ,

Reallocation of Funds

In 1981, the California Supreme Court ruled that state funding for text-
books in- private schools is unconstitutional.. Subsequently, the SDE
proposed to reallocate $4.5 million from private to pulﬁlc schools for sup-

ort of instructional materials in 1981-82. The Department of Finance,
Eowever directed the State Controller to withhold the funds from the
Budget Act appropriation. We have requested an opinion from the Legis-
lative Counsel concerning the disposition of these funds, and we w1ll be
prepared to discuss the issue durmg the budget heanngs

tions -
~ We recommend approval.

Control Section 19.09 controls the royalties pald to pubhshers for the
lease of materials that the State Printer uses to manufacture textbooks. It
prohibits the State Board of Education from adopting any textbook for
which the royalty amount exceeds 55 percent of the publisher’s bid price.
This provision also provides that the royalty payments be adjusted for
inflation when there are changes in the contract price of the textbook.
Because state contracts prohibit book price increases for a two-year peri-
od, these inflation adjustments usually occur every two years:

Control Section 21.40 allows the Department of Education and the De-
partment of General Services to incur textbook printing obligations in an
amount not to exceed $10 million for the printing of textbooks in 1982-83
for delivery in 1983-84. This provision permits the State Printer to spread:
the production of textbooks more evenly over the year.

Both of these control sections were adopted in the 1981 Budget Act. Our
analyflls indicates’ that both-sections are reasonable and should be con-
tinue

Control Sections 'I9.09 and 2'l 40—Texibook Royclhes cmd Prmimg Obllgu-

GIFTED AND TALENTED PROGRAM -

Overview

The Gifted and Talented Educatlon (GATE) program was estabhshed
by Ch 774/79 to supersede the Mentally Gifted Minor program. The pro-
gram provides funding for educational enrichment activities for high-
achieving and talented students. It serves approx1mately 454 districts and
160,000 students.

Table 19 shows expendltures and fundmg for the rogram in the prior,
current and budget years. Asnoted in the table the gudget requests $17.7
million for this program in 1982-83. :
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Table 19

Gifted and Talented Education Program Fundmg
{in thousands)

. Actual Estzmated Pmpo.fed Change
198081 198182 198283 Amount Percent

State Operations:

General Fund ” $189 $138- $137 —=$1 -1.0%
Federal funds.... _ w142 152 46 -6 _ -33
- Subtotals : : $331 $290 $283 . —¢7 —2.4%
Local Assistance: . .
General Fund ; -$15,527 - $16,877 - $17,722 $845 . 50%
Federal funds...... : ' -108. - 45— —45 . —100.0
Subtotals . : $15,635 - - $16,922 - $17,722 $800 - 47%

Totals....... B $15,966 . $17212 - $17,722 $91 3.0%

Inclusion of GATE in the Consolldcied Appllccllon—keduchon in State Operu-
tions

We recommend that the Legislature adopt Budget Bz]I language to
direct the Department of Education to include the Gifted and Talented
Education (GATE) program in the consolidated application because state
administration can be provided more efﬁctent]y in this manner.. We fur-
ther recommend . the deletion of 1.7 positions and related. expenses as-
sociated with administration of the program, for a General Fund savings
of $129,000. (Reduce Item 6100-001-001 by $129,000).

The consolidated application process was initiated by the SDE in 1973
to accom%hsh two purposes: (1) to reduce the administrative burden on
districts that otherwise results from the existence of a large number of
" categorical education programs and (2) to allow for effective and integrat-
ed program planning at the school level. Currently, districts receive their
funding for seven categorical programs by subxmttmg a single form—the
consolidated application.

‘Recent legislation (Ch 100/81) authorizes inclusion of GATE in school-
based consolidated programs. The legislation, however, did not require-
" inclusion of GATE in the district-wide consolidated apphcatlon Were

GATE funding provided through the consolidated apphcatlon, our analy-
sis indicates that: o ‘

o It would reduce district paperwork. '

o School and district GATE program reviews.could be comblned W1th
the consolidated program review, reducing the number of school-site
review team visitations and the need for separate comphance review
instruments.

Inclusion of GATE in the consolidated application as art of the Con-
solidated Programs Division would result in increased efficiency and the
elimination of duplicative responsibilities in the administration of categor-
ical aid programs. On this basis, we recommend that GATE be included
- in the consolidated application.

Our analysm of workload data submitted by the SDE mdlcates that if the
program were included in the consolidated :?icatlon, the following
- GATE staff reductions could be made without affecting program quality.

- 1. The Consolidated Programs Division can absorb, within. existing re-
sources, functions currently requiring .82 personnel—years of GATE staff.
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time. These functions include sending applications to districts:and 'obtain~
ing State Board of Education approval of district applications.

2. Several functions currently performed by GATE staff could, with
some additional resources, be performed by the Consolidated Programs
Divisions, allowing an estlmated) netreduction of .32 personnel-years Such
functlons mclude processmg of dlstrrct applications and training program
reviewers.”

3. Some functrons needed to 1mplement the new GATE legislation in
1979, are no longer necessary and a reduction in state operations can be
made regardless of the decision on the above recommendation. The de-
partment’s: 1980-81 workload data indicates that .56 personnel-years and
-~ $30,000 of consultant and professional services are devoted to the dévelop-

ment of new GATE guidelines and-implementation. These: functions-are
no longer necessary because guidelines have beén published, and because
the GATE program legislation has now been in effect for two years: The
Department of Education nor the Department of Finance have provrded
any justification to-maintain this funding level.

Accordingly, we recommend that GATE be included in the consolidat-
ed apphcatlon for a total reductlon of 1.7 positions and a $129,000 General
Fund savmgs ,

. ) VOCATIONAI. EDUCATION
~ (tem 6100:166-887)
Overview S »

The vocational educahon offlce in the Department of- Educatron assists
local education agencies in providing vocational training and guidance to
approximately 1.2 million secondary students. Vocational .education pro-
grams are provided through the regular secondary school currrculum and
by Regronal Occupatlonal Centers and Programs (ROC/P):

Fundmg

Table 20 shows. the fundmg for vocatronal educatlon rograms in the
prior, current; and-budget years. Federal funds support al ﬁ)local assistance
programs administered by the vocational education.unit. General Fund
support is required only to match federal funds reserved for admxmstra-'
tron of the Vocatlonal Educatlon Act (VEA). of 1976 '

Tablezo o

Vocational Educatlon Funding
(in thousands)

Actual . - Estimated Pmposed Clz:mge ‘
1.980-81 1.981—82 .982—&7 «Amowzt Pereent

State ‘Operations:

General Fund. ...y e §3,184 ss,slo,_j $’3,357 T 14%
Federal funds® . ; 4,430 4005 49M 6 18
Reimbursements® 1,188 1,494 1560~ 66 44

" Subtotals l e, $8802° 0 $8999 77 $9,188 T T $189° 7 21%
Local Assistance; =+ " 7 T e e TR T

General Fund ... ; oot 2 GABR T I T g08 4051 T NJAT

. ‘Federal funds®.:... eremesasinesest i 760,534 - $67:454 7 67456.: 0 2 e

Reimbursements® 14913 13,395, 18395 0 . .— .

SUbLOtals ..o e 975,809 80,779 $80, 8060 - $27 . . 01%

Totalsic..oiitmisinuns R i 4847701 - $89.778 . $89.994. -+ $59 ¢ - 0.1%

Personnel-years il : i 1063 S8BT 1157..;,, e

aIncludes amounts transferred to the Cha.ncellors Ofﬁce of the Cahfomra Commumty Colleges for
postsecondary vocational education programs.
b Includes reimbursements from the Employment Development Department for CETA programs.
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:The budget proposes.a General Fund approprlatlon of $3.4 m1lhon for
state administration of vocational education programs in 1982-83, an in-
crease ‘of $47,000; or 1.4 percent, over the current year. The budget also
includes $25,000 from the General Fund for local assistance, pursuant to
an appropriation in Ch 1251/80, for a pilot program prov1d1ng occupatlon-
al trammg to the handlcapped .

FEDERAI. BI.OCK GRANTS
(ltem 6100-221-890)

Overview

Effective in federal fiscal year 1983 (begins October 1, 1982), 31 federal
educational assistance grants will be consolidated into a smgle eéducation
block grant. The budget estimaies a total funding level of $42.0 million for
the new 1982-83 block grant. This amount includes $7.6 million for state
operations and $34.4 million. for local assistance. -

Table 21 lists the programs that will be consohdated into the federal
block grant

; Table 21
- Programs and Funding Consolidated into the )
Federal Block Grant Estimated

(in thousands) o  1981-82
Improving local educahonal services (ESEA IV-C). : $19,760
Strengthening state educational agency management (ESEA V-B) S 18703
Emergency School Aid (ESAA) e 19,248
School libraries and instructional resources (ESEA IV-B) 15,530
Basic skills improvement. (ESEA II) - 637

Educational improvements "
Community schools (ESEA VIII 809, 810, and 912) ; 153
. Consumers education (ESEA III-E) : G —
. Biomedical sciences (ESEA III-L) o265

-d. Gifted and talented (ESEA IX-A) ! 165

. Metric education (ESEA III-B) . 67
. ‘Ethnic heritage studies (ESEA IX) : 90
. Law related education (ESEA III-G) 136
. Cities in schools (ESEA III-A 303) 268
. Push for excellence (ESEA III-A 303) 26
Teacher corps (HEA V-A) 1,720
Teacher centers (HEA V-B Section 592) 983

. Pre-science teacher training (National Science Foundation Act) .......ooovevevmvennnc.
. Correction education (ESEA IIL-J)
. Environmental education (ESEA III-H)
. Health education (ESEA III-I)
. Preschool partnership (ESEA III-D)
. Population education (ESEA III-M)
Youth employment (ESEA III-F)
Guidance, counseling and testing (ESEA IV-D)
. Education proficiency standards (ESEA IX-B)
- Special grant for safe schools (ESEA IX-D)
Career education incentive : 1,64
Secretary’s discretionary fund (block grant): : i
a. Basic skills (ESEA II:C) R
b. Arts in edication (ESEA II-C)
c. Alcohol and drug abuse education
d Nahonal diffusion program (ESEA III-K)

Total

Frono@Bopl —Fe ndm@md o oo p
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Federal law requires that (1) at least 80 percent of the block grant be
allocated as local assistance and (2) no more than 20 percent be retained
for state operations. The budget is consistent with the federal law; it
proposes that 82 percent of the block grant funds be provided as local
assistance and 18 percent be used for state operations.

Advisory Committee

Federal law also requires the state to establish a committee for the
purpose of advising the SDE on a formula for allocating the funds. Chapter
1186, Statutes of 1981 (AB 2185), established this advisory committee, -

“which is to (1) be appointed by the Governor by January 1, 1982, (2)
submit a recommended formula for allocating the federal block grant, and
(3) provide direction to the department on spending priorities for the
funds reserved at the state level. The committee will report its recommen-
dations to the Superintendent of Public Instruction and the State Board
of Education by May 1, 1982.

The allocation- formula - will provide for (1) an allocation of funds
between state operations and local assistance and (2) the allocation of
funds to local education agencies, based on factors such as total enroll-
ments and the number of disadvantaged pupils. The superintendent and
the state board must submit their recommended formula to the Legisla-
ture and the Governor by July 1, 1982. ‘ '

~ Justification Lacking for State Operations Increase

We recommend that the Legislature withhold action on the proposed
state operations funding ($7,611,000). for the federal block grant because
the Legislature has been provided no justification for this funding level.

As shown in Table 22, the amount of federal funding received under the
block grant in 1982-83 is expected to be $23.1 million, or 35.4 percent less
than funding for the programs consolidated into the block grant. The
budget proposal, however, provides for a $1.6 million increase for state
operations. Although the advisory committee and the state board have not
submitted to the’Governor and the Legislature a recommended allocation
formula for the block grant, the budget is anticipating that close to the
maximum allocation will be made for state operations. :

Table 22 .
Federal Block Grant Funding
{in thousands)

Actual - Estimated Proposed Change
1980-81  1981-82  1959-83  Amount  Percent

State Operations $5,851 $5,983 $7,611 $1,628 27.2%
Local Assistance:
A. Shown in Governor’s Budget .......... 30,995 35,940 34,389 —1,551 —43
B. Not shown in Governor’s Budget ... 23,123°% 23,193 — -23,123  —1000
Totals $59,969  $65046 - $42000 . —$23,046 ~-85.4%

2 1980-81 local assistance is estimated because some programs awarded grants directly to school districts
and complete data on these grants are not available.

47—75056
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The Legislature has not been provided any justification for the increase
in state operations nor has the advisory committee had an opportunity to
review the proposed funding level to determine if it is necessary in order
to accomplish the state operations requirements of the block grant.

Pending justification by the Departments of Finance and Education for
the proposed funding level and action by the advisory committee, we
recommend the Legislature withhold action on state operations funding
for the federal block grant.

ADULT EDUCATION
(items 6100-156-001 and 6100-156-890)

Overview

The Adult Education Unit is responsible for management of state and
federally funded programs for adults and general education development
(GED) testing. There are 24.6 positions authorized for these functions in
1981-82 and 1982-83.

Funding

Table 23 shows the state operations and local assistance funding for adult
education in the prior, current, and budget years. :

.. Table 23
K-12 Adult Education Funding
(in thousands)

Actual  FEstimated Proposed Change
1950-81 1951-82 1982-83  Amount Percent

State Operations:

General Fund . $201 $363 $371 $8 2.2%
Federal funds ........... 651 702 739 37 53
Reimbursements .......cco.rermsioresnssssnns ‘158 188 201 13 69
Subtotals $1,100 $1,253 $1,311 $58 4.6%
Local Assistance: .
General Fund * $148530  $168916°  $164,100 —$4816 —29%
Federal funds 6,879 9,287 9,288 1 —
Reimbursements .......cimereenesesesssense 91 586 587 1 0.2
Subtotals $155,500 $178,789 $173,975 ~$4814 —2.7%
Totals $156,600 $180,042 $175,286 —$4,756 —26%
Positions 21.4 246 24.6 —_ —_

2 Does not include funding for adults in correctional facilities.
b The 1981-82 baseline budget for local assistance from the General Fund was adjusted by the Department
of Finance to $159.8 million, but this adjustment is not reflected in the budget display.

The budget requests $164.1 million from the General Fund for adult
education apportionments. Although this is below the amount appropriat-
edin 1981-82, it is an increase of 2.7 percent over estimated expenditures
in 1981-82 ($159.8 million).
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Current law provides for an inflatiori allowance of 6.0 percent for adult
education. The budget proposes a 5.0 percent cost-of-living adjustment
(COLA) for eligible districts. Because districts with adult education reve-
nué limits above the statewide average are not entitled to inflation allow-
ances, the total amount required for inflation will be less than 5.0 percent
of the baseline amount. The Department of Finance estimates that $4.3
million will be needed for inflation in 1982-83, which is an increase of 2.7
percent over the adjusted 1981-82 base.

No Growth Budgeted

- Current law authorizes state funding for increases in adult ADA of up
to 2.5 percent annually. The budget, however, provides no funding for
enrollment growth in 1982-83. The statutory increase would require a
budget augmentation of $4.3 million from the General Fund.

We have no analytical basis for determining the appropriate level of
growth. Earlier in this analysis, we discussed disparities in the funding
policy proposed by the budget for adult education growth and ROC/P
growth. As noted in that discussion, we believe the rate of district non-
ROC/P adult education growth should be consistent with the ROC/P
growth rate because we know of no analytical reason why district pro-
grams are more or less important than ROC/P programs. R

Adults in Correctional Facilities ,

The budget ?roposes to (1) continue the 1981-82 General Fund support
($1.2 million) for adults in correctional facilities and (2) provide a 5 per-
cent inflation increase ($61,000) for this program. .

INDIAN EDUCATION
(ltems 6100-131-001 and 6100-151-001)

‘Overview .

. 'The Indian Education unit in the Department of Education administers
two separate programs intended to improve the academic performance
and self-concept of Native American students. The unit consists of 3.9
positions. . :

Indian Education Centers : :

Twelve Indian Education Centers provide a variety of services to K~12
pupils and adults. The centers are administered by boards of directors,
encompass many school districts, and serve over 3,000 pupils and adults in
numerous school districts.- - oo o
_State funds typically finance tutorial services to Indian school children.
Other fund sources are used to finance an array of educational, employ-
ment, and cultural services at the centers.

Native American Indian Education Program

- The Native American Indian Education program provides supplemen-
.tal educational services in basic skills to about 1,200 children in grades
kindergarten through four. Funds are allotted to 10 rural districts, which
implement the program at 23 schools. The average grant to a district is
approximately $30,000.. . . v .

Table 24 shows state administration and local assistance expenditures for

the two Indian education programs. -

‘We recommend approval.
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The budget proposes an increase of 1.7 percent for state operations, and
a cost-of-living increase of 4.6 percent for local assistance. Our anal 51s
indicates that the budget proposal for these two programs is reasona
and therefore we recommend approval. .

Table 24
Expenditures for indian Educatlon
{in thousands)

Actual = Estimated Proposez{ Change
1980-81 - 1981-82. 1982-83  Amount Percent

State Operations ... 3 $203 $179 $182 $3 17%
Local Assistance: i
Native American Indian Education Program T80 319 333 14 44
American Indian Education Centers................. 708 750 785 35 - 4.6
" Totals : $1,212 $1,248 $1,300 T $52 42%

DEMONSTRATION PROGRAMS IN READING AND MATHEMATICS
(Item 6100-146-001)

Overview

Demonstration Programsin Readmg and Mathematics were estabhshed
to provide cost effective exemplary programs in grades 7, 8, and 9, using
intensive instruction. The enabling legislation % or demonstration pro-
grams specifies that the programs are to (1) develop new approaches to
the teaching of reading and mathematics, (2) prov1ge information about
the successful aspect of the projects, and (3) encourage project replication
in other schools. In 1981-82, the program served 8,500 students in 30
schools representing 21 districts.

We recommend approval.

The budget proposes an appropriation of $3,830,000 for demonstration
programs in 1982-83. State operations for the program are allocated $92.-
000—the same amount as in 1981-82. The local assistance allocation is
proposed at $3,738,000 which reflects a 5.1 percent cost-of-living adjust-
ment. Because evaluations show this to be a successful program, we rec-
ommend approval as budgeted

3. STATE, COURT, AND FEDERAL MANDATES

Under the provisions of current law, the state reimburses school districts .
for the cost o?local programs which are mandated by the state, the courts,
or the federal government. These reimbursements are funded from the
General Fund. .
Table 25
Expenditures for State, Court, and Federal Mandates
{in thousands)

Actual E’stzmated Proposed Change
: 1980-81 1981-82 198283~ Amount - Percent
State mandates : - $43,123 $22,667 $14992 - —$7675 . —339%
Court and federal mandates..........c..c.rins 150,926 128,726 = - 128,726 = —

Totals $194049  $151,393 - §143718 7675 =51%
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-State Mandates (Item 6100-216-001) : ,
Table 25 shows the General Fund expenditures for such mandates. As
the table indicates, a total of $143,718,000 is proposed for reimbursements
in the budget year. Of this amount, $14,992,000 (10.4 percent) is ear-
marked for state mandates and $128,726,000 is earmarked for court and
federal mandates:;

Table 26 shows the state mandates for which the $15.0 million is being
proposed. The proposed appropriation is an increase of $54,000 over es-
timated current expenditures, exclusive of amounts provided for prior
year deficiencies or contained in claims bills.

Table 26
State Mandates
{in thousands)

Actual . Estimated Proposed Change :
1950-81 195182 198283 ~Amount ~ Percent.

School attendance review boards ................ - $4,500 $1,324 —$3176 ~706%
Teacher jury duty ... $1,094 1,100 1452 352 320
Collective bargaining ........c..ceceeseiesssssoes 8,162 6,500 8,794 2,294 35.3
Employee dismissal evaluation. ... 17 . 8 1 -7 ~815
Pupil basic skills—notification ..... 576 300 746 46 1487
Pupil basic skills—conferences..... 1,000 1,000 1,000 - -
Pupil disciplinary procegures.........cmuumner 327 325 45 .—80 —-246
Administrators. transferred to teaching ...... 1 2 1 -1 -50.0
IMmunization records .........ccmssicmrmessens - 600 943 343 572
Scoliosis screening 175 603 486 =117 ~19.4

Subtotals $11,352 - $14938  $14,992 $54 04%
Prior year deficiencies appropriated in the

Budget Act of 1980 ....cieuwvcerrriesosseammensensns $24,761 — - —_ —_
‘Prior claims bills ; 7,010 $7,729 —  —$7729  —1000%

Totals : $43,123  $22667  $14992 = —$7675 —339%

School Attendance Review Boards (SARBs)

We recommend that urgency legislation be enacted to repeal the man-
“date of Chapter 1215, Statutes of 1974, requiring each county to maintain
a School A ttendance Review Board (SARB), in order to allow counties
more flexibility in addressing school attendance issues. We further recom-
mend that, pending enactment of legislation, Budget Bill language be
adopted to deny reimbursement of 1982-83 SARB claims, for a General
Fund savings of $1,324,000. (Reduce Item 6100-216-001 by $1,324,000).

Chapter 1215, Statutes of 1974 (SB 1742), requires each county office of
education to establish and maintain a School Attendance Review Board
(SARB,} to address school attendance and related problems. The Board of
Control determined that Ch 1215/74 contained a mandated local program
because the act required counties to establish SARBs. The buchet pro-
poses $1,324,000 to reimburse districts for the mandated costs they will
incur in 1982-83.
- The county SARB functions as a multidisciplinary board consisting of
- parents and representatives of school districts, the county probation de-
partment, the county welfare department, and the county superintendent
- of schools. In addition, some local school districts have established SARBs
at their own initiative which receive guidance and assistance from the
county SARB.

Our analysis indicates that there is no compelling reason for the state
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to mandate the establishment of SARBs. While the state has an interest in
promoting attendance in educational programs, local districts have an
even stronger interest in this area. This is because the principal benefits
of increased attendance accrue at the local level—(1) a better educated
community and (2) additional revenues to school districts in the form of
state a%portionments based on attendance. For these reasons, the state
should be able to rely on the districts to do what is necessary inthis area,
. and thereby avoid the cost of supporting the SARBs.

Our interviews reveal that the effectiveness of SARBs varies from
county to county. Some counties operate a successful SARB while others
rely upon the local school district SARBs to cope with attendance prob-
lems. A few county SARBs do not meet on a regular basis and provide little
guidance to the local boards. Removal of the mandate would allow each
county office to assess the merits of its SARB, and make such adjustments
as are necessary to déal more effectively with attendance problems.

Counties may continue to operate successful SARBs even without the
mandate as indeed individual gistricts have done. They will also have.the
opportunity to alter or dismantle unsuccessful SARBs, and rely on other
means for increasing school attendance. Alternative measures for address-
ing attendance and discipline problems, such as parent notification of

. pupil absences, alternative education programs, school site councils, par-
ent advisory committees and community advisory committees, may be
more effective at dealing with attendance problems in many cases be-
cause they operate at the district or school site level and their members
f.ire more likely to understand the community factors affecting the stu-

- The final decisions on whether to retain, modify, or dismantle SARBs, -
however, would be made by those in the best position to judge the efficacy
of SARBs—by county and local officials. -

‘Because (1) there is no compelling reason for the state to mandate
SARBEs, (2) the cost of the SARB should be borne at the local level and can
be funded from increased school apportionment aid resulting from suc-
cessful efforts to increase attendance, (3) the effectiveness of SARBs var-
iesfrom county to county,and (4) alternative means for addressing school
attendance problems are available, we recommend that urgency legisla-
tion be enacted to repeal the SARB mandate. Pending enactment of such
legislation, we recommend Budget Bill language be adopted to deny reim-
bursement of SARB mandate claims for 1982-83. - .

Mandate Report

Resolution Chapter 62, Statutes of 1980 (SCR 58) required our office to
evaluate and make recommendations on various specified local mandated
programs. Elsewhere in this analysis, we have discussed recommendations
resulting from our review of two of the five education programs, covered
by Resolution Chapter 62—the single session kindergartén and driver
training mandates. Our findings and recomimendations regarding the

.other three education mandates are briefly summarized in this section.
Our findings and recommendations on these mandates are contained in
An Analysis of 21 State Mandated Programs, (Report 82-2, January 1982).
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The Civic Center Act Should be Repealed. .

We recommend that legislation be enacted to repeal the Civie Center
Act, bécause it is not clear why the state should require that part of the
Ilimited amount of funds available for instruction be used to subsidize
activities which have benefits that accrue locally. :

The Civic Center Act requires all schools to be civic centers, and there-
fore to be available for use by specified community groups free of charge.

Our analysis indicates that there is no apparent statewide interest in
re?uiring school districts to use part of the limited amount of funds avail-
able for instruction to subsidize community groups. Here again, the princi-
pal bénefits from the activities of these groups accrue at the localplevel,
and localities would thus appear to be in the best position to determine
when such a subsidy is warranted. Accordingly, we recommend that the
Civic Center Act be repealed or made permissive. ' ' :

If the act is not repealed then it should be amended to allow districts
to establish one or more schools as the civic center, rather than require
allschools to be civic centers. This amendment would allow school districts
to reduce costs by concentrating activities whenever possible.

High School Graduation Standaids

We recommend that the Legislature: (1) establish a statewide minimum
Dproficiency standard that graduating high school students must meet, (2)
allow individual school districts to set standards that are higher than the
state’s but which do not constitute graduation requirements, and (3) re-
quire the Department of Education to review periodically the implemen-
tation of the state standards in order to assure district compliance.

Our analysis indicates that there are significant variations among the
"minimum proficiency standards adopted by the districts. As a result, stu-
dents of equal ability are treated differently at the end of their senior year.
More importantly, the absence of statewide standards results in there
being no means to ensure that the state’s interest in mandating proficien-
cy standards is fulfilled. Without a state minimum standard, districts are
agle”td"award high school diplomas without meeting their obligations
either to the students or the state.

We believe both the state and local interests in promoting pupil profi-
ciency can be met by (1) establishing a state minimum standard and (2)
allowing local school districts to set standards higher than the state mini-
mum. The state standard would be used as the basis for awarding high
school diplomas, while the local standard could be used for ensuring local
accountagility to district residents. Accordingly, we recommend that the
Legislature establish minimum proficiency standards on a statewide basis.

The purpose of this recommendation is not to deny diplomas to a great-
er number of high school students. Rather, this recommendation is intend-
ed to improve the quality of the instructional program offered by local
school districts so that high school graduates have at least the minimum
skills needed to participate successfully in our society.

Administrator-Teacher Ratio

We recommend that legislation be enacted to repeal the ceilings on
administrator-teacher ratios as well as the requirement that districts ex-
ceeding the ceiling pay a penalty. We further recommend that, if the
ceilings are not repealed, legislation be enacted to (1) include in the
administrator-teacher ratio both administrators and teachers who are fund-
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ed from categorical aid programs and (2) ensure more accurate proration
of “administrative teachers’” time between administrative and classroom
activities. ; ' ’ S :

The intent of the law establishing a ceiling on administrator-teacher
ratios is to control unnecessary growth in administrators. It does this by
requiring districts to pay a penalty for the.cost of administrators above the
specified ratio, We believe this intent can be met by -allowing the local

istricts to determine the number of administrators that are needed. The
ratio selected by local districts ' would reflect revenue constraints, collec-
tive bargaining considerations, and other local concerns.

Accordingly, we recommend legislation be enacted to repeal the ceil-
ings.on administrator-teacher ratios and the penalties on districts which
exceed the ratios. . :

The effect of this recommendation would be to provide more flexibility
to local school districts in determining the number of administrators and
teachers required in the district.

If the Legislature decides not to repeal the ratio and penalties, we
recommend that it amend the requirements governing the ratio calcula-
tion to (1) include both administrators and teachers funded from categori-
cal aid programs and (2) ensure better reporting of administrative
teachers’ time. . .

Under current law, some administrators are excluded while all teachers
are included in the ratio calculation. This inconsistency causes the ratio to
understate -the actual number of administrators per 100 teachers. Addi-
tionally, the ratio process may not accurately reflect the time teachers
spend -on administrative functions because there are no clear definitions
of such time. :

Because the ratio calculation process (1) is inconsistent regarding per-
sonnel to be included in the calculation and (2) does not clearly define
teacher-administrative time, we recommend that, if the ratio and penal-
ties are continued, legislation be enacted to include all administrators and
teachers funded with categorical aid and to ensure more accurate prora-
tion of teacher-administrative time.

" The effect of this recommendation would be to provide more accurate
information on the number of administrators per 100 teachers.

FEDERAL AND COURT MANDATES
(Item 6100-114-001)

Overview ,

Prior to the passage of Proposition 13,-school districts were authorized
to fund final court orders and federal mandates through the local property
tax. In 1978-79 and 1979-80—pursuant to post-Proposition 13 fiscal relief
legislation—federal and court mandates affecting school districts were
funded by the state through a revenue limit reimbursement of district
claims for apportionment aid. Through 1979-80, the state was automatical-
ly liable for all new federal and court mandate costs imposed on school
districts. This policy was changed in 1981. '




Item 6100 K-12 EDUCATION / 1321

Current Law

Chapter 100, Statutes of 1981 (AB 777), removed mandate funding from
general revenue limits. Such funding will now be provided in the annual
Budget Act. The 1981 Budget Act contains an Item to provide this funding.
The 1981 Budget Act also provides that the reimbursement among claim-
ing districts will be prorated if the amounts claimed exceed the budget act
appropriation. The Board of Control, however, is authorized to review
such excess claims for possible inclusion in a subsequent claims bill. In
addition, the Controller reviews each mandate claim to determine if the
costs claimed are reasonable.

Funding Patterns

Table 27 shows the total amount of state reimbursements provided to
districts for federal and court mandates since 1978-79. In 1981-82, the
appropriation for these reimbursements totaled $128.7 million. The
budget proposes a like amount for 1982-83.

Table 27
Funding for Federal and Court Mandates
{in millions)
Funding Dollar Change  Percent Change
Level Over Prior Year = Over Prior Year

1978-79 $60.0 - —_
1979-80 . ; 1417 $81.7 136.2%
1980-81 1509 - 92 64
1981-82 (estimated) . 128.7 -22.2 —147
1982-83 (proposed) : . 1287 ' — —

The state currently funds two types of claims: (1) court-ordered deseg-
fegation and (2) employee maternity leave benefits established by federal
aw. ‘

Although only four districts have submitted claims for court-ordered
desegregation, thése claims account for approximately 98 percent of the
total 198081 appropriation for mandate reimbursements. Table 28 dis-
plays the court-ordered desegregation mandate claims for 1981-82, as ap-
proved by the Controller, and the estimated reimbursements based on
proration of the $128.2 million allocated for these claims.

Table 28

1981-82 Claims Approved by the Controller
and Estimated Reimbursements for
Court-Ordered Desegregation
(in thousands)

Difference
(Eligible for
HReimbursement
Approved Estimated through the Board
Claim ‘Reimbursement of Control)
Los Angeles - $138,077 $108,982 $29,095
San Bernardino Unified ........cccooeevivrerennmes 2987 2,564 493
San Diego Unified ..........cooinrcnnmmireiiessonne 17,835 14,104 3,731
Stockton Unified . 3,000 2,564 436

$161,899 $128,214 $33,685

2 Estimate based on data from the Controller’s office.
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As indicated by the table, there are unfunded claims of approximately
$33.7 million which may be submitted to the board of Control for reim-
bursement through a current year claims bill. In addition, if claims for
1982-83 parallel current year claims, an additional $33.7 million may be
submitted for inclusion in a budget year claims bill.

State reimbursements for court mandates finance a major portion of the
four districts’ total desegregation budgets. Other funding sources for
desegregation include district general funds, federal Emergency School
Aid Act funds, federal ESEA Title VII funds (bilingual-bicultural educa-
tion), the Transition Program for Refugee Children, and National Origin
Desegregation Assistance.

Recommend Reallocation of Additional Bilingual Education Funds

We recommend that $8,470,000 in court-mandate reimbursement funds
currently provided to four school districts to fund bilingual education
components. of court ordered desegregation plans instead be allocated
through the statewide Economic Impact Aid program, because there is no
analytical justification for providing additional bilingual education funds
to only the four districts. (Reduce Item 6100-114:001 by $8,470,000 and
increase Item 6100-121-001 by $8,470,000).

Each of the four school districts facing court-ordered desegregation
include a substantial bilingual education component as a part of its integra-
tion activities. The bilingual education components include such activities
as basic skills development in a pupil’s primary language (other than
English), sutnmer school for limited English proficient (LEP) pupils, in-
struction in English as a second language, parent education, and the re-
cruitment of and salary incentives for bilingual teachers.

Table 29 indicates the proposed state reimbursement for court-ordered
desegregation in 1981-82, and the cost of each desegregation plan’s bilin-
gual education component. :

Table 29

State Reimbursement of Biling_ual Education Components
of Court-Ordered Desegregation Plans
(in thousands)

Total Percent of
Reimbursement  Bilingual Fducation Total
1981-82 (est) Component Reimbursement
Los Angeles Unified ......coooovnverncereveirivnasissn $108,982 $7,004 6.4%
San Bernardino Unified..........cccooverienirnnes 2,564 260 10.1
San Diego Unified 14,104 723 51 -
Stockton Unified 2,564 483 188

Totals $128,214 $8,470 6.6%

Double Funding of Each District’s Bilingual Education Component

Our review of the bilingual components which are included in desegre-
gation plans indicates that although bilingual program requirements may
be more specific for these four districts, the basic requirements that these
districts must meet in the provision of educational services to LEP pupils
apply to all other districts in the state as well. In effect, a// school districts
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are under federal court order to meet the educational needs of limited
English proficient (LEP) pupils, as a result of the U.S. Supreme Court
decision in Lau v. Nichols. In addition, all school districts are required to
provide bilingual education to LEP pupils as specified by state legislation.

The other districts fund their bilingual education program with funds
provided through a combination of categorical programs, primarily Eco-
nomic Impact Aid. The four court mandate districts also receive aid from
the same categorical programs. Consequently, the four districts are receiv-
ing double funding for meeting their bilingual education obligations, since
they are receiving court mandate reimbursements for this purpose and
state and federal categorical monies that are intended to fund activities
either required or authorized by existing law. -

We recommend that double funding for these costs be eliminated be-
cause:

o District implementation of the court-ordered plan pertaining to bilin-
gual education does not necessitate an increase in costs over what is
required, or authorized, by existing law.

o The four districts are eligible for and receive categorical program
funds which they may use to fund bilingual education activities cov-
ered by the court order. :

We further recommend that the extra bilingual monies currently al-
located to the four court-mandate districts be reallocated statewide
through the EJA formula because this funding mechanism is the primary
source of funds for district bilingual programs. The EIA formula provides
monies for state compensatory education programs (EIA/SCE) and for
bilingual programs (EIA/LEP). The formula is the most effective existing
mechanism to deliver funds to LEP pupils because the determination of
the formula includes the percentage of a district’s pupils with Asian and
Spanish surnames and Imfian pupils which are proxies for the number of
LEP pupils. ' '

The effect of this recommendation would be to reduce the four districts’
bilingual court-mandated program funds by a total of $8,470,000. The net
reduction in state funds going to these districts, however, would be less
because they would receive a portion of these funds back, through the
Economic Impact Aid program.

Funds cfe Needed Siaiewide‘

Our analysis indicates that additional funds for bilingual education are
needed statewide because .of the continuing increase in the number of
limited ‘English proficient (LEP) pupils. OQur review of the spring 1981
census of LEP pupils indicates that there are 377,000 non-English and
limited-English speaking pupils in K-12. This represents a 15.6 percent
increase in the humber of LEP pupils identified in 1980, and a 30.9 percent
increase from the 1979 census. In contrast, under the Governor’s Budget,
the program level in 1982-83 would remain at the 1980-81 level, when
measured in terms of purchasing power.

Because the number of LEP pupils identified statewide continues to
increase significantly while the primary state funding program base for

- bilingual education has remained effectively constant, we recommend

that additional program funds currently allocated to the four court man-
date districts be distributed. statewide through the EIA funding formula.
The effect of this recommendation will be to increase funding for the EIA
program by $8,470,000 (4.7 percent). :
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4. SPECIAL EDUCATION

Special education includes (1) local assistance to support the Master
Plan for Special Education, (2) state administration, (3) support for the
state special schools, and (4) assistance to the Southwest Regional Deaf-
Blind Center. In 1982-83 special education will serve approximately 375,
000 students who are learning, communicatively, physically, or severely
handicapped.

Table 30 shows the expenditure and funding for special education in the
prior, current, and budget years. The budget proposes total expenditures
of $845,352,000 in 1982-83, an increase of $2,589,000, or 0.3 percent, above
the current year level. The General Fund will support 89.4 percent of all
special education expenditures, while federal funds will account for 10.0
percent and reimbursements will finance the remaining 0.6 percent.

Table 30

Special Education Program
Expenditures and Funding
{in thousands)

Actual  Estimated = Proposed C'bange
1980-81 1981-82 195283 ~ Amount  Percent

1. State Operations

State administration .............uvee... N $5,607 $6,571 $6,685 $114 17%
Clearinghouse Depository ...... . 357 371 378 7 19
Southwest Deaf-Blind Center .............. 1,202 755 786 31 41
Special Schools 31,783 33,907 34,810 903 2.7

Subtotals $38,749 $41,604 $42,659 $1,055 25%

2. Local Assistance ) S

General Funds $639,493 . $707,080  $724,002 $16,922 2.4%
Federal funds : 96,304 94,079 78691 —-15338 - 164

Subtotals $735,797 - $801,159 $802,693 $1,534 0.2%

Totals ) $774746  $842763  $845352 $2,589 0.3%

- General Fund. $671,.387  $738491  $756163 817,742 24%
Federal funds 100,952 99,446 8175  -15271. 154
Reimbursements 2407 489 5,014 118 24

Special education expenditures in 1981-82 are estimated to be greater
than the amount proposed by the Governor in his 1981-82 budget. This is
because the Legislature appropriated $30 million in the 1981 Budget Act
to fund the 1980-81 special education deficit. This one-time expenditure
is reflected in the 1981-82 estimate of local assistance supported by the
General Fund.

The total change in funding for special education in the budget year—
$2,589,000—reflects (1) the elimination of the $30 million one-time appro-
priation for local assistance, (2) a $46.9 million (6.93 percent). statutory
cost-of-living adjustment for General Fund local assistance, (3) a $15,271,-
000 (15.4 percent) reduction in federal aid from PL 94-142, and (4) base-
line increases for state administration. :
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MASTER PLAN FOR SPECIAL EDUCATION
(ltem 6100-161-001)

Overview : :

California students receive special education services through the
Master Plan for Special Education (MPSE). Under the Master Plan, local
education agencies (LEAs) administer special education services through
regional entities called Special Education Service Regions (SESRs). The
SESR may be a single district, a group of districts, or the county office of
education in combination with districts.

Current special education funding is provided through Ch 797/80 (SB
1870), as amended by Ch 1094/81 (SB 769). Prior to the adoption of SB
1870, MPSE districts received state funds at a flat rate per student served,
while state aid to non-Master Plan districts was disbursed through a highly
structured mechanism based on each student’s handicapping condition, .
grade level, and instructional setting. Senate Bill 1870 phased out the
funding mechanismn for non-Master Plan districts, and established a fund-
ing model for all districts based on the cost of services provided (rather
than on the number of students served).

Students Served
Special education programs served 360,584 students as of December 1,
1980. Unider the MPSE, students receive services through one of four
instructional settings: special day classes, resource specialist programs,
designated instruction and services, and nonpublic schools. Table 31 shows
the distribution -of special education students, by general disability and
_instructional setting. ‘ :

Table 31

Special Education Enroliments
December 1, 1980 °

: - __Disability
Placement o Communication Learning = Physical ~ Severe Totals
Special day classes .....cenricmivivnses 18,956 58992 . 8,055 22,292 108,295
Resource SPecialist .......emmmmmmssssees 1,064 116,481 79 - 159 118,500
Designated instruction and services... 96,411 6,804 25,424 616 129,255
Nonpublic SChool ........ccmmisivnsenssic 300 2,559 93 1,582 4,534
Totals 116,731 184,836 34,368 24,649 360,584

* Placements for non-Master Plan enrollments are converted to Master Plan placement categories.

1980-81 Special Education Deficit and SB 769 :

In 1980-81, special education claims exceeded the apgropration by ap-
proximately $117 million. A similar deficit was projected last summer for
1981-82. In response, the Legislature took two actions. First, it partially
funded the 1980-81 deficit by appropriating an additional $30 million in
the 198182 budget. Second, it passed SB 769 (Ch 1094/81) in September
1981 to reform the MPSE program. :

Because it changes the formulas used to claim state aid, SB 769 is expect-
ed to reduce, but not eliminate, thé 1981-82 deficit. Among other things,
SB 769 provides for: ‘ _

o A reduction in the amount that LEAs may claim for support services.

« A reduction in summer school funding to 60 percent of the amount

provided during the regular school year.

« Existing special education classes to be filled to specified levels before

new classes may be added. ' v
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o Hearing officers to consider costs when deciding placement in non-
public, nonsectarian schools.

These provisions, coupled with other changes in the law, are expected to
reduce the MPSE deficit to $28.7 million for the 1981-82 fiscal year, accord-
ing to the Senate Office of Research. _

Existing law does not require the state to fund a deficit in MPSE, should
one arise. Hence, the success or failure of SB 769 in reducing the projected
deficit will not necessarily influence claims against the General Fund. If
there is a deficit in 1981-82, and if the state choses not to fund it, the
available funds will be prorated among the LEAs claiming reimburse-
ment.

Potential Special Education Deficit in 1982-83

The budget shows total special education expenditures of $845,352,000
in 1982-83. Of this amount, $802,692,655 is budgeted for local assistance,
with 90.2 percent coming from the General Fund and 9.8 percent coming
from federal funds. ‘

Our analysis indicates that the amount budgeted for local assistance may
not be adequate to meet the 1982-83 claims for special education reim-
bursements. Even if we assume no deficit in special education funding for
1981-82 and no increase in service levels in 1982-83, the amount proposed
in the budget may fall short of total claims by $22.6 million, due to two
factors—inflation and reduced federal funds.

Inflation. Chapter 1094, Statutes of 1981 (SB 769), requires that special
education costs of school districts and county offices be adjusted for infla-
tion by the factor provided for unified school districts with more than 1,500
ADA. For 1982-83, the budget proposes an inflation adjustment of 6.93
percent for these districts. The budget, however, provides this inflation
Factor only to the General Fund share of local assistance for special educa-
tion. No adjustment is proposed to maintain the purchasing power of
federal funds, which will not increase to offset the effects of inflation.
Similarly, the LEAs’ required local general fund contribution, also known
as encroachment, is not indexed for inflation. Because the local general
fund contribution offsets state reinbursements on a dollar-for-dollar basis,
failure to index this amount ensures that the state’s share of special educa-
tion costs will rise. Our analysis indicates that the absence of an inflation
adjustment to either the federal or county share may result in an $18.3
million deficit in 1982-83.

Federal Fund Reduction. In addition, the budget does not propose
funds specifically to replace the $4.0 million in one-time federal funds
provided for 1981-82 local assistance pursuant to Ch 1094/81. Because this
$4.0 million is available only in 1981-82, fanding for local assistance in
1982-83 will decline by this amount plus inflation (a total of $4.3 million).

Other Factors that May Increase the Deficit. Our analysis indicates
that the deficit could be even higher than $22.6 million as noted above.
Projections of special education costs suggest that the districts will incur
a $28.7 million deficit in the current year. Consequently, it is not reason-
able to assume the 1981-82 base budget for local assistance will be ade-
quate in 1982-83. If the projections are correct, then the budget for
1982-83 is deficient by an additional $28.7 million, adjusted for inflation,
or $30.7 million. '

Finally, special education claims in the budget year may exceed the
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amount appropriated in the budget because the Master Plan, as amended
by Ch 1094/81, allows for increases in state funded enrollments. The
budget; however, provides no funds for such growth in 1982-83.

Taking all of these factors together, the total special education fundin
deficit in 198283, assuming a 6.93 percent inflation adjustment for all loca
entitlements, could exceed $53 million, even if no increases in state funded
enrollment occurs.

Eligibility Criteria .

Chapter 1247, Statutes of 1977 (AB 1250), required the State Board of
Education to develop and promulgate, by January 1, 1979, criteria to iden-
tify students in need of special education services. Inf]uly 1979, the SDE
released a preliminary draft of pupil eligibility criteria for field review and
comment. The department, however, subsequently withdrew these crite-
ria citing (1) a conflict between the criteria and the intent of the MPSE
to avoid the unnecessary labeling of students and (2) a court decision
which ruled out the use of specific testing procedures to identify learning
handicapped students. :

With the adoption of SB 769 (Ch 1094/81) the State Board of Education
is afain called upon to provide specific criteria for the identification of
students with exceptional needs. The criteria are to be adopted within six
months after passage of the act. Consequently, the deadline for action by
the State Board of Education on this matter is March, 1982.

Our conversations with special education administrators reveal that the
lack of specific eligibility criteria yields two distinct sets of problems. First,
students who are “slow learners” may be improperly identified as hand-
icapped, and thus placed in a more restrictive learning environment.
Similarly, parents may demand that their child receive special education
placement, despite the findings of a local assessment team that such a
placement is inappropriate. Lacking specific criteria, the local assessment
team may defer to the parents in an effort to avoid a confrontation in a
fair hearing suit. This practice leads to an overenrollment in special educa-
tion classes, at the expense of both the taxpayers and the students.-

The second problem associated with the lack of eligibility criteria is
perhaps more serious. Currently, initial identification and assessment of
potential special education students occurs at the local level, in accord-
ance with locally developed standards. Although local officials inform us
that their eligibility criteria conform to the intent of federal PL 94-142 and
the MPSE, there is reason to believe that some variation in' eligibility
criteria exists among districts. This implies that some students with learn-
ing handicaps may not be identified, and consequently may not receive
the appropriate special education services to which they are entitled.

Enrollment Growth is Not Funded

Chapter 1094, Statutes of 1981 (SB 769), amended the provisions of Ch
797/80 (SB 1870) regarding state-funded enrollment growth in special
education. Specifically, the law restricts state-funded enrollment growth
in 1981-82 to 50 percent of the allowable-increase under Ch 797/80. Be-
cause there is no such restriction in 1982-83, special education enrollments
eligible for state funding may increase by as much as 35,000 students
statewide in 1982-83. As noted above, the budget provides no state funds
for enrollment growth.

We believe that state funds should not be made available for special
education enrollment growth until the State Board of Education adopts
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eligibility criteria. In the absence of such criteria, there is no basis for
determining how much growth should occur. '

Cost Standards and Criteria

Chapter 1094, Statutes of 1981 (SB 769), requires the Department of
Education to issue standards and criteria to assist LEAs in determining
special education costs. These standards and criteria are due by January
1, 1982. At the time this was written, we were reviewing a preliminary
draft of the department’s proposal, and we will be prepared to comment
on the final version during the budget hearings.

Report on SB 1870 Implementation

Chapter 797, Statutes of 1980 (SB 1870), required the Legislative Analyst
to report to the Legislature on the status of Master Plan implementation.
Our findings which have been submitted to the Legislature in a separate
report, are surmmarized below. It is important to note, however, that some
of our findings may no longer be valid, given recent program changes.
The Legislature adopted Ch 1094/81 (SB 769). to reduce the projected
special education deficit, and many of the provisions of Ch 797/80 are no
longer in effect. As a result, some of our findings relate only to the pre-SB
769 funding arrangement. .

Audits. Of 789 LEAs submitting claims for support services, 188 are
eligible to be audited under the provisions of SB 1870. The Controller was
appropriated $300,000 to conduct these audits, and he had expended ap-
proximately $115,000 as of December 1981. With 10 audits completed and
approximately 15 soon to be completed, the auditors noted that account-
ing procedures vary by LEA, and different items are claimed -as support
cost from LEA to LEA. (Senate Bill 769 addresses this problem and re-
quires the SDE to issue cost standards and criteria for special education
by January 1, 1982.) :

Local General Fund Contribution. In 1979-80, the base year for special
education reimbursement calculations, expenditures for special education
totaled $1,057,696,496. Of this amount $197,707,627, or 18.7 percent was

rovided by LEAs from their general furid. Senate Bill 1870 freezes the
ocal general fund contribution, also known as encroachment, at the 1979-
80 level, and state aid is apportioned based upon this amount. The local
general fund contribution per ADA varies considerably, ranging from $0
to $1,837. The median contribution is $36.75 per ADA.

State Funding Limits.. Under the Master Plan, LEAs are funded ac-
cording to the number of special education classes offered rather than the
number of students enrolled. In 1980-81, many classes, especially in the
resource specialist cE)rogram, were being offered with few students in each
class. This resulted in “richer” programs being offered than had been
expected when SB 1870 was passed. The state could accommodate enroll-
ment growth of approximately 6 percent in 1981-82 at no increased cost
to the state by requiring that existing classes be filled to the statutory limits
of SB 1870. (Senate Bill 769 imposes such class size standards as a criterion
for adding new classes.)

Waiver Requests. Districts, special education service regions or county
offices may submit a request for a waiver of the limits on state funded
special education classes. The Superintendent of Public Instruction is au-
tﬁorized to grant such waivers when compliance with the limits would
impose undue hardships on the special education provider. In 1980-81, 41
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waiver requests were submitted. The superintendent granted 16 of the
requests and denied 25. Three of the sixteen approvals resulted in no net
increase in cost to the state. The remaining 13 were granted due to the
difficulty of filling classes in sparsely populated areas.

Special Transportation. In 1979-80, the state provided $70,850,655 in
‘special transportation reimbursements to county offices and school dis-
tricts. Districts transported 43,619 pupils and received $40,673,357 from
the state, while county offices transported 19,127 pupils and received
$30,177,298. The per pupil special transportation costs of the county offices
is generally higher than that of the school districts because the county
office usually serves a larger area, and county-served pupils are often more
severely handicapped. Senate Bill 1870 adjusts for this cost difference by
providing 80 percent prior year reimbursement to districts and 100 per-
cent prior year reimbursement to county offices.

Programs in State Hospitals

There are approximately 2,700 people under the age of 22 who may be
eligible to receive special education services under Ch 1191/80 (AB 1202).
This measure makes the Department of Developmental Services (DDS)
responsible for ensuring that state hospital residents under age 22 are
provided a free appropriate public education. The budget proposes
$4,692,000 for statelil‘ospitals to use in providinﬁ educational services to
residents identified as students with exceptional needs. ‘

The Departments of Education and Developmental Services entered
into an interagency agreement on July 29, 1981 which provides guidelines
for the provision of special education and related services, and specifies
the responsibilities of the two departments. The interagency agreement
addresses compliance with federal and state laws, credentialing and li-
censing personnel, individualized education programs, program reviews,
and funding. Both DDS and SDE have developed guidelines for the calcu-
lation of reasonable costs for services provided under contracts between
state hospitals and local public agencies. These guidelines are modeled
after the funding provisions of the Master Plan for special education, as
specified in Ch 797/80 (SB 1870).

FEDERAL PUBLIC LAW 94-142 (Item 6100-161-890)

In November 1975, the Congress adopted the Education for All Hand-
icapped Children Act (PL 94-142), which mandated that by September 1,
1978, all children age 3-18 years be provided “a free appropriate public
education.” The Congress also appropriated federal funds to states and
local education agencies to assist in the implementation of special educa-
tion programs. : e o

Use of PL 94-142 Funds

We recommend that the Legislature adopt Budget Bill language direct-
g the Department of Fducation to allocate no less than $65,800,000,
which includes $4 million as a continuation of the 1981-82 transfer from
state discretionary funds to local entitlements, of the 1982-83 PL 94-142
grant to local entitlements. If the PL 94-142 grant exceeds $78,600,000, we
further recommend that the department allocate no less than 84 percent
of the increased funds to local entitlements in order to reduce the protect-
ed 1982-83 deficit. (Potential savings to the General Fund of approximate-
Iy $4 million).

In 1981-82, the SDE received a $78.6 million grant under PL. 94-142. Of -
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this amount, the department proposed to allocate $61.8 million (78.5 per-
cent) to local entitlements, $13.7 million (17.4 percent) to state discretion-
ary programs, and $3.2 million (4.1 percent) to state administration.

Chapter 1094, Statutes of 1981 (SB 769), directed the department to
reallocate $4 million from the state discretionary programs to local entitle-
ments in order to reduce the 1981-82 deficit in special education funding.
Subsequently, the department’s P1. 94-142 awarg was supplemented wi
an unanticipated grant of $400,000 from the Federal Office of Special
Education and carryover funds of $3.9 million from 1979-80. This allowed
the department to maintain its state discretionary funding level of $13.7
million and provide the additional $4 million in local entitlements re-
quired by Ch 1094/81. : :

The budget anticipates that the state will receive a similar PL 94-142
grant in 1982-83. It does not, however, indicate whether or not the $4
million will be provided as local entitlements in 1982-83. Under the provi-
sions of Ch 797/80 (SB 1870), all federal PL. 94-142 funds disbursed as local
entitlements are used as an offset against state special education costs. In
order to reduce the projected 1982-83 special education funding deficit,
the department, therefore, should allocate at least $65,800,000 to local
entitlements. If the 1982-83 award exceeds the current year award, local
entitlements should account for at least 84 percent of the total. This alloca-
tion is in accordance with the department’s original budget proposal for
1981-82 after the SB 769 directive. If a deficit arises in 1982-83, and if the
Legislature chooses to fund the deficit, then the PL 94-142 allocation to
local entitlements will offset General Fund expenditures.

Report on Nonparticipation in PL 94-142

In the 1981-82 Analysis, we recommend that the Legislature direct the
Department of Education to prepare a report on the fiscal and program
impact of the state withdrawing from the PL 94-142 program. This recom-
mendation was made because our analysis revealed that compliance with
the provisions of PL 94-142 was in part responsible for the escalation in
statewide special education costs. Subsequently, the Legislature div~cted,
through the Supplemental Report to the 1981 Budget Act that the depart-
ment prepare such a report. The department’s report is due no later than
February 1, 1982. .

Advisory Commission on Special Education

: We recommend that the Advisory Commission on Special Education be

funded from federal PL 94-142 funds, for a General Fund savings of $67,-
000 because the federally required commission should be funded with
federal aid. (Reduce Item 6100-001-001 by $67,000).

Federal law (PL 94-142) requires that, as-a condition for receiving
federal funds, states must maintain an advisory board on special education.
The board is responsible for providing input and advice on special educa-
tion issues such as unmet needs, rules and regulations, and program
evaluations. In California this board is called the Advisory Commission on
Special Education, and it is composed of 17 members—one from the Legis-
lature, one from the State Board of Education, and fifteen from the gen-
eral public. Members of the commission do not receive salaries or stipends
but are reimbursed for their actual and necessary expenses. The budget
proposes $67,000 in General Fund support for the commission in 1982-83.
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The Advisory Commission on Special Education satisfies a federal man-
date, and federal funds are available to pay the cost of complying with this
mandate. Therefore, we recommend that the department allocate PL
94-142 funds to pay for the commission, thereby making additional Gen-
eral Fund monies available for allocation by the Legislature. The depart-
ment already allocates PL. 94-142 funds to meet some of the federally
mandated activities. Consequently, our recommendation does not repre-
sent a departure from fungmg policy. :

STATE SPECIAL SCHOOLS
(ltem 6100-006-001)

The state operates six special schools for handicapped students These
schools offer Eoth residential and nonresidential programs for students
who are deaf, blind, neurologxc handicapped, and ‘multihandicappe
Admission to the schools is hm1te<f and priority is given to those stu ents
living in districts that do not offer the appropriate educational program.

Expenditures ‘

We recommend approval,

Table 32 displays the enrollment and the cost per full-time equlvalent
(FTE) in each of the spemal schools. v

Table 32
Enrofiment-and Cost Per Student in Special Schools °

Actual 1980-81 FEstimated 195182 Proposed 1982-83

FTE Cost Per FTE = CostPer FIE Cost Per

Enroliment  Student - Enrollment Student . Enrollment . Student

School for the Blind, Fremont .............. 115 $27,480 120 $28,934 130 $28,392

School for the Deaf, Fremont e 549 17,508 569 18,067 569 18,628

School for the Deaf, Riverside 526 18673 - 550 19,439 550 19,803 -
Diagnostic School—North, San Fran- : )

cisco

Assessmerit : 101 3,122 160 2,208 160 2,269

Residential/educational.............ccounn.. 40 40,785 40 45,700 40 - 46961
Diagnostic School—Central, Fresno v

Assessment 167 1,952 160 2,237 160 2,300

Resxdentlalleducanonal ........................ 40 42,164 40 46,291 40 47,605
Diagnostic School—South, Los Angeles . '

Assessment 137 2,427 160 2,314 160 2,388

Residential/educational.............ccersennee 40 43,008 40 47,885 40 49,430

® Does not include federal pro;ects but does include student transportation and school district reimburse-
ments.

The budget proposes an appropriation of $34,810 OOO for the state special
schools (see Table 32). This is an increase of $903, 000 or 2.7 percent, above
the current-year level. This change reflects a 7 percent price book in-
crease on operating expenses and equipment, merit salary adjustments,
and staff benefit increases.

Local Cost Sharing

The budget proposes new budget language which requires the Control-
ler to w1thholg from each schoo % district’s first principle apportionment
that amount due to the state special schools for residential placements in
the special schools (calculated at 10 percent of the Special Schools’ excess
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costs). The amount withheld is then to be alloted to the special schools
account. Adjustments in payments are to be made at the end of the fiscal
year. : '

Our analysis indicates that this budget language is needed to improve
the cash flow position of the state special schools. The current billing
procedure calls for each local education agency to submit payments to the
appropriate special school for residential placements. This billing system
may result in late payments by LEAs, and, consequently, cause cash flow
problems for the special schools. Moreover, the current system is cumber-
some to administer and more prone to error. Adoption of the proposed
budget language will eliminate these problems.

Special Education Litigation—California School for the Blind (CSB)

In June 1980, attorneys representing students at the California School
for the Blind filed suit in the U.S. District Court of the Eastern District of
California seeking to enjoin the State Department of Education from
relocating the school site from Berkeley to Fremont:

As of October 1981, this lawsuit had cost the Department of Education
$263,870 in legal services and $22,111 in associated costs. These figures do
not include witness fees, the cost of a contract attorney, and the cost of
department staff time spent preparing the case. Consequently, the total
cost of this lawsuit to the state is significantly higher.

At the time this analysis was prepared, the judge was deliberating the
outcome of the case, and a decision is expected by the beginning of hear-
ings on the 1982-83 Budget Bill.

, 5. CHILD CARE, CHILD NUTRITION, AND SURPLUS PROPERTY

The child care, child nutrition, and surplus property programs comprise
the Department of Education’s Division of Child Development and Nutri-
tion Services. Table 33 shows the expenditures and funding for-these
programs.

Table 33

Child Care, Child Nutrition, and Surplus * Property
’ Expenditures and Funding
{in thousands)

Actual  Estimated Proposed C[iange
1950-81 198182 1982-83  Amount  Percent

State Operations: ) .
Child care ~ $4976 $4,699 $4,695 —$4 —0.1%
Child nutrition ... . 7,133 6,329 6,607 278 44
Surplus Property.....ee 10,546 24,773° 25,371 598 24

Subtotals ‘ " $22,655 $35.801°  $36,673 8872 - 24%
" Local Assistance: o
Child care $203,766  $223,035  $231,171 $8,136 - 36%
Child DULEHON cvnrecerereenrmmressissnenns 352,216 322,096 323,369 1,273 04
Subtotals $555,982 - $545,131  $554,540 $9,409 17%
Totals - $578,637 . $580,932  $591,213  $10,281 1.8%

General Fund 8189232 $250503  $265160 - $11657 46%

Federal funds . 377,646 303,407 303,682 275 ol

Surplus Property Revolving Fund.......... 10535 24749 25346 597 24

Reimbursements. . 1,194 556 . 25 531 —955

Special Account for Capital Outlay ........ 30 L717 — =L77 —100.0

¢ Includes- $10.0 million which was shown as local assistance in 1981-82.
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CHILD CARE
(Items 6100-196-001 and 6100-196-890)

Overview :

The Child Care Program’s major goals are to (1) provide a comprehen-
sive, coordinated, and cost-effective system of child care and development
services, (2) enhance the educational performance and cognitive devel-
opment of participating children, (3) assist families in becoming self-
sufficient by enabling parents to work or receive employment training,
and (4) provide families with a full range of child care and development
services in the areas of education, supervision, health, nutrition, social
services, parent participation, and parent education.

Funding

Table 34 summarizes state and federal funding for child care services in
the prior, current and budget years. :

Table 34
Child Care Services
Expenditures and Funding
{in thousands) _
Actual  Estimated® Proposed® Change
1950-81 198182 198283 Amount Percent
Local Assistance:

Center Program—Public ....c...occccvvverivriines $111,660  $121,527 = $127,603.  $6,076 5.0%
Center Program—Private .... 36,556 38,778 40,717 1,939 5.0
Center Program—Title XX® .. 8,156 8515 ~ 8941 426 " 50
Family Child Care Homes® .... 5,130 5,558 5,836 218 5.0
County Child Care Services ... 5,899 5,850 6,143 293 - 50
Campus Children’s Centers ..... 4461 5,224 5485 - 261 5.0
High School Age Parenting.. 3,848 4,171 4,380 209 5.0
Migrant Day Care ........ iveeresessrsnesssssssssssees 5414 7,613 7,896 ¢ 283 ¢ 3.7
Special Allowance for Rent..........ooeccoreeennee 345 366 384 18 5.0
Special Allowance for Handicapped......... 528 614 645 31 5.0
Alternative Payment Program °................ 11,449 13,647 14,329 682 5.0
Resource and Referral ® ... 3,876 4,822 5,063 241 5.0
Campus Child Care Tax Bailout . 3,986 3477 3,651 174 5.0
Indochinese Refugee Assistance................ 1,458 494 — —494 ~ —100.0
Protective SEIVICES .....cocowwicsisonsivsmmerecornes © L,000 —_ - — —
Children with Special Needs — 619 - —-619 1000
Child Care Capital Outlay (carryover) .. R 1,644 — =164 1000
Child Care Expansion (carryover) .......... —_— 116 _— —116 —100.0
Subtotals $203,766  $223,035  $231,073 $8,038 36%
State. Operations . $4.977 $4,699 $4,697 —$2 —_
Totals: . $208,743  $227,734 $235,770  $8,036 3.5%
General Fund C$153M46  $293528  $233813  $10285 46%
Federal funds® . .54767 2,489 1957 532  -2l4
Other state funds 30 1717 — L7117 1000

2 The transfer of $52 million in Federal Title XX funds was accomplished in the 1981 Budget'Act.

b Formerly included under Alternative Child Care Programs.

¢ Includes a 5 percent inflation increase proposed by the Governor for the budget year.

9 Includes reimbursements.

¢ Includes $1,957 of federal funds, and $5,939 of state funds which includes a 5 percent inflation adjustment.
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The budget proposes a funding level of $235,770,000 for these services
in 1982-83. This is a net increase of $8, 036,000, or 3.5 percent, from estlmat-
ed current year expenditures. This increase reflects:

« An increase of $10.9 million (5 percent) to offset the effects of infla-
tion on local assistance payments.

o A decrease of $1.6 million (100 percent) due to the fact that capital
outlay funds carried over into the current year were available on a
one-time basis.

e A decrease of $0.6 million (100-percent) resulting from one-time
expansion funds provided for the current year by Ch 798/ 80 (SB 863)
for children with special needs.

Participation

Table 35 summarizes the scope of the SDE child care services for 1981—
82. The table shows that 600 agencies will provide service to an estimated
141,925 children in the current year.

Table 35

- Child ;Development Services
Estimated Number of Agencies, Sites, and Children

1981-82

Programs ' Agencies Sites Children
Center Program—Public 112 496 69,109
Center Program—Private ................ 193 251 24,094
Center Program—Title XX . 69 - -9 7.446
Family Child Care Homes ‘ 29 5 . 4,160
County Child Care Services 39 1 10,824
Campus Children’s Centers 50 70 6,089
High School Age Parenting 51 65 2,187
Migrant Day Care : 20 44 6,373
Alternative Payment Program 3 —_— 10,606
Indochinese Refugee Assistance Program ..o = —_ 1,037

Totals - 600 1,022 141,925
Cashflow

A survey of local child care providers by the Advisory Committee on
Child Development Programs indicates that 31 percent of the respond-
ents noted that thelri!l uly and August apportionments were either late or
inadequate. In fact, there have been frequent reports of July and August
payments being received three or more months behind schedule.

Agencies which are not affiliated with school districts or some other
large public agencies indicate that late payments can have serious conse-
quences for their programs because they cannot borrow from a parent
agency to pay their bills until the July and August local assistance pay-
ments are received. Some program directors state that late payments have
almost forced their agency into bankruptcy. Others report having to use
their personal houses as collateral to secure loans for their agency because
banks will not accept agency fixed assets as collateral. Another agency
reports that personnel have been laid off pending receipt of the local
assistance payment.

Department staff ant101pate that the new data processing system and a
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new procedure for processing local assistance agreements will :sigm'ﬁcant-
ly mitigate the July/August payment cashflow problem in 1982-83.

Management Plan :
The Supﬁlementa] Report to the 1981 Budget Act required the depart-
ment to submit to the legislative budget committees, a management plan
for the offices of Child Development, Child Nutrition, and Surplus Proper-

ty. :

These three offices, which comprise the Division of Child Development
and Nutrition Services, frequently have contracts with the same local
agency. Nevertheless, they have adopted different sets of regulations,
policies, operational procedures, claims and requirements. In some cases,
these policies and procedures were uncoordinated, duplicative, or in con-
flict with each other. The result was a lack of comprehensive information
about agency activities which was necessary for the maintenance of fiscal
control and accountability over federal/state funds. It was this situation
that prompted the Legislature to require a management plan.

Plan. Provisions. The department has completed a plan, which pro-
vides for six courses of action. These include:

o The development of a consistent form for the transmittal of policy
information to agencies, and the establishment of content control
procedures for the review of that information.

« The preparation of policy manuals for each program detailing laws,
regulations, guidelines, and program requirements, which will be dis-
tributed to local participating agencies.

o The establishment of consistent service regions for each program, and
the formulation of six regional workshops informing agencies of legis-
lative/policy changes for each of the three programs.

o The implementation of a data processing fiscal management system
for the three programs which will provide coordinated and consistent
information in the areas of claims and reports, program applications,
local assistance payments, and other fiscal data.

» The development of an information system to monitor the compli-
ance of local agencies with state and f}éderal regulations.

o The development and initiation of consolidated audits for each of the
three programs.

Of the above provisions, the establishment of the data processing fiscal
management system is the most important. The department indicates that
this system will help ameliorate the problems experienced in processing
agency contracts and local assistance claims. The department, however,
has experienced significant problems in designing ang implementing this
system. At the time this analysis was prepared, the system was being
redesigned. Consequently, neither the development timeliness, nor the
system’s cost were known. Also, the actual capability of the new system
had not been determined. Consequently, the Department of Finance has
requested the submittal of a revised feasibility study. As a result, the
system’s implementation is behind schedule.

It is not clear whether the measures proposed in the management plan
will alleviate the problems with local agency contracts and local assistance
payments. the department states that “continuation of the current [con-
tracting] procedure will result in continued agency contract submission
errors, causing delays in executing contracts, in turn causing delays in
payments.” '

It is not apparent from examination of the proposed management plan
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whether any of the measures within that plan address this and other
problems which cause the delays in the contracting and payment proc-
esses—which was one of the major concerns the Legislature had when it
directed the development of the plan.

We shall report to the Legislature at the budget hearings on any addi-
tional progress made by the department in implementing the plan.

Overregulation

We recommniend that the Legislature adopt supplemental language di-
recting the Departments of Education, Finance, and General Services to
amend the provision of the Funding Terms and Conditions section of local
- agency child care contracts which addresses changes to local agency budg-
ets,

Local agencies have experienced serious problems with several provi-
sions of the Funding Terms and Conditions (FTC) section of their local
agency contract. These problems involve budget revisions and the pay-
ment of interest expense on loans. The FTC document is incorporated by
reference into provider contracts and specifies operating requirements
for the administration of child care programs. ’

Interest Expense. The FTC specifies that interest expense for any
loans entered into by an entity without approval by the state is nonreim-
bursable. The Department of General Services staff, however, report that
this provision isin error, and that anyinterest expense is nonreimbursable,
even if incurred on a loan for which prior approval was granted.

Local agencies indicate that under t}i)u"s provision, they have had to pay

interest costs for emergency loans (obtained because their July/August
local assistance payments were several months late) from donations (or
other sources) rather than being dllowed to pay the cost from their local
assistance payment.

The nonreimbursement provision is a prudent precaution under most
circumstances. This provision, however, inhibits the ability of local agen-

~ cies to obtain emergency loans, which are needed to continue their opera-

tions, when their local assistance payments are late. Some providers have
indicated that the SDE should reconsider the advisability of retaining in
the FTC the prohibition against the reimbursement of interest expense.

Budget Revisions. The FTC specifies that any major budget expendi-
ture category (for example, classified salaries, contracted services, em-
ployee benefits) cannot %e changed by 10 percent or more without a
revised budget being submitted to the state for prior written approval by
the Departments of Education, General Services, and Finance. State reim-
bursements are denied for expenditures greater than 10 percent if prior
written approval from these agencies has not been obtained.

Local agency directors:indicate that this creates problems because usu-
ally a minimum of six weeks is required to secure the indicated approval.

Because (1) a revision in the planned expenditures for a certain budget

" category cannot increase the amount of an agency’s state reimbursement,

(2) current regulations—such as those covering staffing ratios—control
the significant aspects of an agency’s program, and (3) programs are
visited by licensing and consultant staff on a regular basis, we see no
analytica{basis for requiring prior approval of budget category revisions
greater than 10 percent. We consider this requirement an unnecessary
restriction on agency operations which should be removed.




Ttem 6100 K-12 EDUCATION / 1337

Accordingly, we recommend that the Legislature adopt supplemental
language directing the Departments of Education, Finance, and General
. Services to amend the provision:of the Funding Térms and Conditions

section of local agency child care contracts, which addresses changes to
local agency budgets. ~ g

Licensing Positions

We recommend that five staff service analyst positions be deleted due
to reduced workload, for a General Fund savings of $126,000. (Reduce
- Item 6100-001-001 Schedule (c) by $126,000). We further recommend that
six staff service analyst positions, one staff manager II position, and 1.5
office assistant Il positions be Iimited to the 1982-83 fiscal year because of

inadequate workload justifications. ' :

The budget proposes to reestablish 10 limited term staff service analyst
positions as permanent positions in the budget vear, at a General Fund
cost of $272,167. 1t also proposes establishing one staff services manager 11
© position, one staff services analyst position, and 1.5 office assistant II posi-

tions as permanent positions. The latter positions were administratively
established in the current year and funded from salary savings, at an
ongoing cost of §74,000. _ :

All of the positions listed above were established for the purpose of
licensing child care providers which are under contract to the State De-
partment of Education (SDE). Previously, these facilities were licensed
by the Department of Social Services (DSS), which entered into an inter-
agency agreement with SDE for the transfer of this responsibility, with
DSS retaining licensing responsibility for nonstate funded child care cen-
ters. o ' ' '

The two staff sérvices ‘positions and the 1.5 office assistant II positions
were established to-provide managerial and clerical support to the licens-
ing unit. The 10 sté\fF service analyst positions were requested based upon
a DSS workload standard, which was used (even though it was not fully
representative of the licensing workload incurred by SDE) because of the
absence of any SDE standard upon which to justify the reciuest. The
gbsitions were limited in term to one year in order to enable SDE to"

etermine the actual number of positions needed, based upon actual

workload experience. B o

Inadequate Justification

The 10 positions requested in the budget are not based upon actual
workload data, but upon the old DSS standard. As the Legislature ac--
knowledged last year, this standard is not appropriate to use for justifying

positions because: .

¢ The standard covers the licensing of adult care, residential care, and
adoption/homefinding agencies—which SDE does not license.
o The standard has not been adjusted for the effects of Ch 102/81 (AB
251), which substantially reduced the licensing workload by changing
‘relicensing and visitation requirements. :
The provisions of AB 251 were enacted to reduce the cost of the licensing
pro%ram for day care centers. C
The department currently is not complying with the provisions of AB
251. It is conducting relicensings and site visitations based upon the provi-
sions of the repealed law, which required much more frequent relicensing
and site visitations. ’
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‘Because the standards justifying the 10 requested staff services analyst
positions are based on the prior licensing and visitation requirements, they
cannot be used to justify these positions. Our analysis indicates that if the
provisions of AB 251 are applied instead, at least four of the positions are
not justified. ‘

In addition, the department has not presented any justification for the
staff services analyst position administratively established and funded
from salary savings. Consequently, we have no analytical basis on which
to recommend its continuance. In all; our analysis indicates that a total of
five positions lack adequate justification and should be deleted, for a Gen-
eral Fund savings of $126,000. .

We further recommend that because the current workload standards
used by SDE are not appropriate for its licensing requirements under
current ‘law, the remaining six staff service analyst positions, one staff
services manager II position, and 1.5 office assistant II positions be limited
to one year. Finally, we recommend that the Legislature adopt supple-
mental language directing SDE to develop actual workload data to justify
the licensing positions to be requested in the 1983-84 budget.

Subsidized Services

‘We recommend that the Legislature adopt supplemental language di-
recting the State Department of Education to revise the parent fee sched-
ule to delete state child care subsidies for families whose income levels
equal or exceed the state’s median income level for a comparable family
size. :

Current eligibility standards established by the SDE for state-subsidized
child care programs provide that children of families whose earnings are
at or below 84 percent of the state’s medan income (as established by the
U.S. Department of Labor) are eligible for enrollment in a state subsidized
child care program. These families are deemed “income eligible families.”

Once admitted, however, children may continue to be subsidized by the
state until their family’s earnings exceeds 115 percent of the state’s median
income for a comparable family size. For example, a family of four could
enroll a child in a state subsidized program as long as its income is under
$21,084 and could remain in the program and still receive a state subsidy
until their family income reacheg $28,860. (The state subsidy declines on
a sliding scale as family earnings increase). ' :

Our analysis indicates that a family of four earning $25,100 per year (the
state’s median income level) woulc{ receive an average state subsidy ap-
proximating 45 percent of child care costs. This would decline to a subsidy
of approximately 1.5 percent if the family’s income rose to $28,860—113
percent of the state’s median income level for a comparable family size.

The department’s last annual report on publicly su%sidized child care
services indicates that as of March 1979, 3,217 (9.3 percent) of income
eligible families receiving subsidies had gross monthly income of 84.1
pe';'cent to 115 percent of the state’s median gross monthly income for
1979. :

Legislative intent langu}a;lﬁe states that Jow-income families receive pri-
ority for state subsidized child care. Therefore, the state should not contin-
ue to provide a subsidy to families earning at or above the state’s median
income level, because by definition they are not “low income.”

Accordingly, we recommend that the SDE be directed to revise the
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family fee schedule to eliminate state subsidies for families whose income
levels are above the median income level for families of a comparable size.

Consultant Services ‘ :

.- -We recommend that supplemental Ianguage be adopted directing the
State Department of Education to develop consortia for the provision of
program support services to local agencies, and that the department report
fo the fiscal committees and the Joint Legislative Budget Committee by
November 30, 1982, on the number of consortia planned and implemented
for 1952-83.

The Office of Child Development (OCD) is authorized 31 consultant
and child development assistant II positions who (1) provide management
and program assistance to local agencies and (2) serve as an advocate for
local agencies with the Office of C%’lﬂd Development. For the budget year,
these services are estimated to cost at least $1,135,000.

Survey conducted. Field ‘agencies report that the quality of service
provided by the consultant staff varies significantly. Specifically, responses
to a survey conducted by the Advisory Committee on Child Development
Programs indicate: : : :

'« Twenty-nine percent of the respondents noted that program consult-

- ants had, in general, little or no program and administrative knowl-
edge; or noted that consultants dig not understand the commentator’s
particular program type.

¢ Twenty-two percent indicated that information varied from week to
week, or between consultants. . » :

-« Twenty percent stated that consultants switched assignments too of-
. ten. ' '

« Sixteen percent noted that either they could not reach their consult-
ant, had no visit from a consultant, or did not receive information back
on a timely basis.

o Thirty-two percent recommend that OCD establish regional offices

. for consultants for the provision of better service. '

Our discussions with field agencies confirm the criticisms made in the
survey. Agency administrators frequently report that program support is
often not available or irregular. These problems are of particular concern
to new child care providers who need these services to successfully estab-
lish their operations. : '

Consortiums. This information indicates that a higher quality of serv-
ice should be provided by consultants. One way to help correct this situa-
tion is for the consulting staff to establish consortiums of providers.

Consortiums are associations which meet on a regular basis to share
information and provide other services to their members.

Currently, 25 consortiums, composed -of 193 member school districts
throughout the state, have been established for the school improvement
(SIP) and other programs. Among the functions they perform are sched-
uling and conducting program reviews, training review personnel, shar-
ing program information, and providing workshops. Consultants from the
g}DE provide services to the consortiums rather than the individual school

istricts. . : '

District staff consistently report that while there was initial resistance
to the consortium concept on the part of school districts, their members
are now supportive. Consortia have the following advantages: ‘

« They include people who are more familiar with thé individual pro-
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grams than state personnel-—and are therefore in aposition to provide
better information -and service. -

« ‘Services provided are often more responsive to program needs and
more pragmatic than those provided by state personnel, because local
people have to live with the results. ' : '

o Costs per consortium are minor, averaging $10,000 (usually less) per
year for supplies and substitute teacher time. : ,

o Consortiums provide informal networks of information services for
members. ‘

The main disadvantage of the consortium concept is that it requires an
additional time commitment on the part of district personnel. Where
consortia have been established, however, district staff report that they -
are willing to provide the time for the benefits received.

While districts report that consortia have high potential and are cost-

“effective, district staff also indicate that they must be initiated by SDE
consultants who can explain the concept, and be the motivating force for
their creation. .

Based on our analysis, we believe consortia should be established for the
provision of management and program assistance services to local child
care agencies, Accordingly, we recommend that the Legislature direct the
State Department of E(%ucation to (1) develop and implement a plan for
the formation of child care consortia and (ZL report to the Legislature no
later than November 30, 1982, on the number of consortia planned and
implemented for 1982-83.

Employer Sponsored Child Care

We recommend that supplemental language be adopted directing the
State Department of Education to promote the establishment of employ-
er-sponsored child care services.

Employer-sponsored child care generally provides that an employer, a
group of employers, or a labor union; finance some -or all of the costs of
child care provided to the children of their employees/members. .

The Advisory Committee on Child Development-Programs recom-
mended in its November 1980 report to the Legislature that the state take
the lead in promoting high-quality employer-sponsored child care by pro-
viding information, guidelines, technical assistance, and program review
to employer/employee groups which provide child care services/benefits
to working parents. It also recommended that accurate information on -
current tax law incentives and methods of amortizing and recouping child.
care costs should be available to California employers, unions, and parents.

These recommendations were made in ligﬁt of (1) the substantial in-
crease in the incidence of working mothers, which has increased the needs
for child care services; and (2) the small number of employer-sponsored
child care programs in Calitornia. ;

‘Development of Employer-Sponsored Programs. Employers current-
ly receive substantial federal and state tax benefits if they choose to pro-
vide child care services. They may also benefit if the availability of child
care reduces employee turnover.

. In our judgment, the Office of Child Development has not taken signifi-
‘cant action in promoting employer-sponsored child care through the pro-
vision of information regarding tax incentives and other benefits to

_interested unions and businesses. Specifically, we believe the office should
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be preparing significant promotional literature detailing the benefits and

..the methodologies for establishing such programs, and distribute this and
other significant promotional materials to interested businesses and un-
ions. ' \ :

With the increasing percentage of working mothers, demand for state
sponsored child care services wxﬁ probably increase in the future, and the
expansion of employer-sponsored child care represents a source of service
expansion that does not require the direct expenditure of additional state
funds. The SDE should make greater efforts to promote the establishment
of this care. S

Accordingly, we recommend the adoption of supplemental report lan-
guage directing the SDE to develop literature for interested businesses/
unions detailing the methodology and benefits of establishing employer-
sponsored 'Chilg care programs. This activity should be included within
OCD’s normal information dissemination. activity.

Cost Equalization

The budget includes language which equalizes child development pro-
gram cost-of-living increases. .

Specifically, cost equalization would be accomplished by (1) allocating
inflation increases on a sliding scale, with lower cost programs receiving
a larger inflation adjustment than higher cost programs and (2) requiring
expansion of some programs at the standard réimbursement rate.

Chapter 798, Statutes of 1980 (SB 863), directed the SDE to conduct a
cost study of child development programs which will be completed Febru-
ary 1, 1982. This statute also requires that the Legislative Analyst report
by March 1, 1982, on the need to provide the payment of above-standard
reimbursement rates to some local agency programs, based on the data
provided by the cost study.

In our report, we shall address the appropriateness of the cost equaliza-
tion language contained in the Budget Bill as part of our overall analysis
of above-standard reimbursement rates.

Cohtrol Section 21.45;-Hundicapped Children’s Centers :

We withhold recommendation on Control Section 21.42 (child care for
handicapped children), pending completion of a study by the Department
of Education: regarding reimbursement rates paid to child care centers
serving handicapped individuals. ,

Control section 21.42 of the Budget Bill authorizes the Superintendent
of Public Instruction to provide state-subsidized child care services to
certain handicapped individuals until these individuals voluntarily leave
the child care program; or reach age 21. : : ‘

Currently, handicapped individuals covered by Control Section 21.42

_are served in seven bay area childrens centers which are funded through

-a special allowance in the Budget Bill. This control section exempts these
seven programs from the code restrictions included in Part 6 of Division
1 of the Education Code and its related regulations.

The Supplemental Report to the 1981 Budget Act stated legislative

intent that unique reimbursement rates be established for these centers.
"The SDE is currently studying these centers in order to establish such
reimbursement rates. - L
-Department staff indicate that a report on its findings has been drafted,
and is being reviewed by department management. Pending submission
of this report, we withhold recommendation on this comntrol section.
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_Control Section '19.07—County :Maintenance of Effort
We recommend approval, - ' :

- "Control Seetion 19.07 specifies two alternative procedures for counties
to follow in order .to satisfy the child care local maintenance of effort
requirements of Education Code Section 8279. The specified procedures
are the same as those set forth in Control Section 19.07 of the Budget Act
of 1981. We know of no difficulties with this system, and consequently
recommend: that it be approved. = . o

Control Section 21.41—Local Assistance Agreements

‘We recommend approval, subject to correction of a technical error.

Control Section 21.41 was first added to the Budget Act of 1981 to permit
the Superintendent of Public Instruction to allocate child care local assist-
ance funds by local agreement instead of through contracts; as recom-
mended in our Analysis of the 1981-82 Budget Bill. These agreements
reduce the delays which were caused under the contract review process,
and we recommend the continuance of the use of local agreements in-
stead of comntracts in the budget year. : , ;

We also recommend, however, that a téchnical error in the language be
corrected. The language stipulates local assistance agreements may be
transacted for the aﬁocation of federal funds appropriated in category (g)
of ITtem 6100-196-890. This language should be amended to provide that -
" these agreements may be transacted for the allocation of federal funds
appropriated in Item 6100-196-890 because that item does not include a
category {(g). - AER _ .

. _CHILD NUTRITION
(items 6100-201-001 and 6100-201-890)

Overview v _
The department’s Office of Child Nutrition Services administers the

state child nutrition program. The office also supervises the federally

- -funded National School Lunch and Breakfast Program and Child Care
-~ Food Program. Thesé programs assist schools in providing nutritious meals
to pupils, with emphasis on free or reduced-price meals to children from

low-income families. LT - :

Funding e : v

Table 36 summarizes the funding of the child nutrition programs in the
past, current, and budget years. The budget requests $1.6 million from the
‘General Fund in 1982-83 to support state operations for child nutrition
programs.- This amount represents an increase of 0.4 percent over the
" “current year. : . ' Lo

Reduction in Federal Reimbursements - R _

.- The budget projects $296.7 million in federal funds for local assistance
in '1982-83, the same amount as estimated for the current year. Because
of changes in federal law, however, we anticipate significant reductions in

~ the federal allocations for 1981-82 and 1982-83.-The department will at-
tempt to develop a revised estimate prior to the budget hearings.
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Table 36

Child Nutrition Programs
Expenditures and Funding
{(in thousands)

Actual = Estimated Proposed Clzaizg;e

 Federal Funds 195081 198182  1982-83 AmountPercent
State Operations $5,685 $4,744 $5,016 $272 - 57%
Local Assistance: .
School Lunch
General Assistance $59,936 $61,493 $61,493 —_ -
Special Assistance to Needy Children ......... 170,343 153,562 153,562 —_ =
School Breakfast 40,063 43,551 43,551 = -
Special Milk . 11,453 15,144 15,145 1 —
Child Care Food 31,323 18,253 18,254 1 —
Food Service Equipment Assistance.........ccoo.... 1,743 3,078 3,079 )R-
Cash for Commodities........coouvverrurevareereersseensenees 2,401 — — —_ -
- Commodities Supplemental Food Program ... . 146 125 125 - -
Nutrition Education and Training Projects...... 1,000 1,500 1,500 - =
Subtotals , $318,408  $296,706 - $296,709 8 —
Total Federal Funds $324,003  $301,450  $301,725 $275  0.1%
State General Fund
State Operations
Food and Nutrition Services ............ceewreersceees $662 $723 $729 $6  08%
State Child Nutrition Program ... 786 862 862 - -
Subtotal : $1,448 $1,585 $1,501 $6  04%
Local Assistance Basic Subsidy .......recererrerimsssees $33,808 $25,390 $26,660  §1270 - 50%
Total State Funds $35,256 $26,975 $28951 $1.276 - 4.7%
Combined Totals
State Operations $7,133 $6,329 $6,607 $278  44%
Local Assistance 352,216 322,096 323,369 1273 _()é
Totals ' $350,349°  $328425  $329976  $1,551 05%
State General Fund 835956 $96,975 $28251 $L276 47%
Federal funds - 324093 301,450 301,725 275 - 01

Congress enacted significant reductions in federal reimbursement rates
for school meal programs, effective in 1981-82. Allowances for meals to
pupils in the “free” category were unchanged; but “reduced price” meal
allowances were reduced by 20 cents per meal, and reimbursements for
“paid” meals (pupils in the highest income group) were reduced by ap-
proximately 8 cents per meal. Additional reductions were made in com-
modity assistance to local school districts. Finally, pupil eligibility for
“free” and “reduced price” meals was made more restrictive, due to
changes in parental income guidelines.

In-order to compensate for the reduction in the “reduced price” meal
allowance, Congress authorized districts to increase the meal price from
20 cents to 40 cents. There is no statutory limit on the amount districts can
charge for “paid” meals. The SDE estimates that the statewide average
price for these meals increased from about 75 cents to 99 cents following
imposition of the federal reductions. :

The price increases and changes in eligibility criteria should reduce
pupil participation in school meal programs. At this time we do not have
sutficient data to estimate the amount of reduction.
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“State Child Nutrition Program ’ , ,
The state child. nutrition program provides a basic subsidy from the
General Fund for each meal served by public schools, private nonprofit
schools, and child care centers to pupils eligible for “free” and “reduced-
price” meals (generally, low-income pupils) . In 1981-82, the subsidy is 8.67
cents per meal. The budget proposes $26.7 million in General Fund local
assistance for this program in 1982-83, an inerease of $1.3 million, or. 5.0
percent, over the current year. This reflects (1) a 5.0 percent increase in
the reimbursement rate to compensate for inflation and (2) no change in
the estimated number of meals eligible for reimbursement in'the current
year. L »
Because of the changes in federal law, the actual number of free and
reduced-price meals may differ from the number assumed in the budget.
The department is in the process of collecting data on school meal pro-
gram participation, and has informed us that a revised estimate will be
available in March 1982. We will discuss this issue further during the
budget hearings. :

Statutory COLA Not Budgeted
- The budget proposes a cost-of-living adjustment (COLA) of 5.0 percent -
for the state child nutrition program. o _ .

Current law provides that the state meal reimbursement rate is to be
adjusted for inflation, based on the Food Away From Home Iiidex (Con-
sumer Price Index) for San Francisco and Los Angeles. This would require
a COLA of 7.5 percent in 1982-83; or an augmentation to the budget of
$635,000 (assuming the same number of meals projected in the budget).

SURPLUS PROPERTY
(Item 6100-001-680)

Overview

The state’s surplus property program processes and distributes to eligi-
ble California public and private nonprofit agencies, hardware and food
commodities donated to the state by the federal government. In the
budget year, the estimated fair market value of hardware and food com-
modities distributed will be approximately $100 million. This program is
entirely self-supporting because processing and handling charges are as-
sessed to local agencies who receive the surplus properties. o

The budget for 1982-83 proposes aggregate expenditures of $25,371,000
—an increase of approximately $598,000, or 2.4 percent, above estimated
1981-82 expenditures of $24,773,000. This will increase by the amount of
any salary or benefit increase approved for the budget year. Table 37
shows the Office of Surplus Property’s expenditures and funding for the
past, current, and budget years.

Unclear Workload : ,

We recommend that 17 positions within the commodities section of the
Office of Surplus Property be made Iimited-term positions, pending clari-
fication of workload levels for the Federal Donated Food Program.
- The Office of Surplus Property (OSP), in accordance with the Educa-
tion Code, includes a commodities section which acts as an intermediary
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Table 37

Office of Surplus Prdperty '
1982-83 Budget Summary
{dollars in thousands)

‘Actual  FEstimated  Proposed = __ Change _
1980-81 ~  1981-82  1982-83  Amount Percent

State Operations $10,546 $24TI3% . $25371  $508 2.4%
Surplus property revolving fund ................ 810,535 $24, 749 825,346 $597 24-

. , "%
Federal funds. : 10 — — - -
Reimbursements ; 1 M 25 1 42
Personnel-years 1269 1625 1635 1 0.6%

2 Includes $10,000 of expenditures for commodity processing contracts previously. classified as “local

assistance.” :
for the distribution of surplus foods from the U.S. Department of Agricul-
ture (USDA) to eligible local agencies. The commodities section selects,
transports, warehouses, and allocates these surplus foods which the USDA
donates- through an entitlement allocation and special bonus offerings.
The bonus offerings are made to the state when extraordinary amounts of
a particular food commodity are acquired by the USDA through federal
farm price support programs.

Due to cutbacks in the federal national school lunch program, OSP’s
1981-82 entitlement donations of food commodities were reduced by 30
percent. However, excess production of some farm commodities resulted
in special bonus offerings which replaced the entitlement losses. There is
no assurance, however, that the bonus offerings will continue in the
budget year at the 1981-82 level. : ,

Because federal farm price supports could be reduced by approximately
30 percent in 1982-83 (and for the three years thereafter), there could be
substantially reduced federal food donations to the state. Accordingly,
OSP’s workload level for the budget year is uncertain at this time.

In order to insure that the Legislature has an opportunity to confirm
that' future workload levels justify the number of personnel employed
within the surplus commodities program, we recommend that 30 percent
of those positions directly associated with the processing and handling of
surplus food commodities (17 positions) be made limited-term in recogni-
tion of the 30 percent cut in entitlements. Once the actual amount of the
workload reduction is known, those positions which are needed, based on
actual workload levels, can be rejustified in the 1983-84 budget.

Declining Supplies for Surplus Hardware Program _

We recommend that the Legislature adopt supplemental language to
direct the Department of Education to create a master plan for the devel-
opment of new supply sources for the surplus hardware program.

The Office of Surplus Property maintains a hardware section which
serves as an intermediary for the transfer of surplus hardware from the
federal government to California schools and other eligible agencies. Each
year, the federal government donates property with an acquisition cost of
approximately $27,000,000 to California schools and eligible agencies. In
1980-81, the office incurred $2,180,000 in salary and other operating costs
‘(such as rental of warehouse space) to serve as an intermediary transfer
agent for this property. : , -

Due to.pending federal cutbacks, donations may be reduced at least 20

4875056
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percent in 1982-83. Because funding for the office comes entirely from
service and handling fees assessed to recipients, a reduction in the amount
of property handled must either result in staff cutbacks or increased serv-
ice and handling charges to recipients.

Our review of this program indicates that public agencies in California
benefit from the savings made possible by the purchase of surplus proper-
ty, rather than new property at retail prices. Accordingly, the office should
be allowed time to (ﬁ)evelop a plan to replace federal donations with dona-
tions from other sources—such as local government agencies or private
business. :

Consequently, we recommend the adoption of supplemental language
directing the SDE to create a master plan for the development of new
sources of surplus property hardware supplies. If the department cannot
find alternative sources of supply, personnel and other operating costs
should be reduced in the 1983-84 budget to reflect the reduced level of
program activity, and thereby avoid an increase in service and handling
charges to recipients.

Data Processing Implementation '

We recommend that the proposed appropriation for the Office of Sur-
plus Property be reduced by $283,000 in recognition of reduced workload
resulting from implementation of a new data processing system. (Reduce
Item 6100-001-680 by $253,000).
~The Division of Child Development and Nutrition Services—which in-
cludes the Office of Surplus Property (OSP)—is currently automating
some of its procedures through the implementation of the Program Man-
agement Information System (PROMIS). The procedures in OSP which
will be automated include application, rate change, reimbursement, delin-
quent notice, income receipt processing, and the inventory accounting
system. The implementation of the system within OSP is proceeding on
schedule and is expected to be completed by June 1982,

The feasibility report, which was the basis for the Department of Fi-
nance’s approval of the project, estimates a workload reduction of 16,965
person hours (9.5 personnel years) in OSP operations for 1982-83, which
will result in an estimated savings of $282,800.

The budget, however, does not reflect any personnel savings resulting
from the implementation of the data processing system. Accordingly, we
recommend a reduction of $282,800 in personnel services to reflect the
reduced workload which will result from PROMIS.

. Program Review

_We recommend the adoption of supplemental language directing the
Department of Education to report by August 30, 1982, to the fiscal com-
mittees and the Joint Legislative Budget Committee (1) the actions taken
by the department to implement the recommendations in the State Logis-
tics and Material Management Unit's (SLAMM) report on the Office of
Surplus Property and (2) on the-costs savings which would result from
implementing the SLAMM report recommendations.

The Department of Finance (DOF), in its August 1981 review of the
Surplus Commodity program, recommended the Office of Surplus Prop-
erty obtain the assistance of the Department of General Services’ State
Logistics and Material Management Unit (SLAMM) in reviewing its in-
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ventory control system, and analyzing the cost-effectiveness of obtaining
additional warehouse locations closer to population centers. The DOF
report indicated that these measures could result in costs savings to the
program, which in turn would result in lower service and handling charges
~to local agencies which purchase the surplus property.

General Services staff indicate that the SLAMM unit has begun its re-
view of OSP activities, and is scheduled to report its finding in January
'1982. The report will address the areas noted agove along with questions
regarding the cost-effectiveness of converting space in existing ware-
‘houses to cool storage; the cost-effectiveness of rejecting some federal
surplus property offerings, and areview of the new data processing: 1nfor-
mation system.

In view of the cost savings which might result from the implementation
of recommendations in the SLAMM report, we recommend that SDE .
report to the fiscal committees (1) its actions to implement the recom-
-mendations and (2) the level of cost savings that can be expected if
SLAMM'’s recommendations are implemented. .

-'6. STATE SCHOOL BUILDING AID

‘Overview
The State School Bulldmg Aid Program provides fmanc1al ass1stance to

Table 38

Revenue Sources for School Facilities °
{in thousands)

Actual Estimated Proposed
” v N 1980-81 1981-82 1989-83
Chapter 282, Statutes of 1979 (AB 8) ......cccccomrvcvsivesnnes $61,509 $70,544 $82,879
" Chapter 288, Statutes of 1980 (SB 1426) ; . 208,000 208,000 -
Chapter 899, Statutes of 1980 (AB 2973) ..... . 100,000 300,000 200,000 ¢
Chapter 1354, Statutes of 1980 (AB 2196) .. . 15,000 - — -
Chapter 1191, Statutes of 1980 (AB 1202) ... . 750 -— —
Chapter-998, Statutes of 1981 (AB 114) ..... . = —_ - 47.200°¢
Chapter 798, Statutes of 1980 (SB 863) ...c.cvcouvurvrsasrecens 2,253 - —_
Subtotals » $387,512 $578,544 $330,079
Transfers and Unallotments: _ _ : ’
Transfer to 1981-82 : ~$308,000 - -
Transfer to General Fund per Section 19.91, Budget :

Act of 1981° _ —_ ~$200,000 —
Unallotment per Executive Order No. BS7-81 ......... . - ~—200,000 -
Loan made pursuant to Chapter 998, Statutes of 1981 . '

(AB 114) ; — 4790 -
Governor’s Proposed Actions: ’ :

‘Transfer to General Fund — - ~$82,879
Withhold Ch 899/80 (AB 2973) revenues ............. — L - 147,200 °
Subtotals - =$308,000 . —$447,200 —$230,079
Net Cash Flow o . $79,512 $131,344 $100,000 ¢

3 Thist table ilhustrates only the revenue sources for the State School Building Lease-Purchase and Deferred
Maintenance funds; and the funds appropriated to the Special Account for Capital Outlay for school
“facilities. This is not a fund condition statement, and accordingly, does not mclude any beginning
balances in these funds. :

bThe $200 million transferred to the General Fund by the Budget Act of 1981 will be * “repaid” in 1984-85
through an additional year’s allocation of tidelands oil revenue to the Lease-Purchase Fund. -

©The A-pages of the Governor’s Budget states that the $100 million net transfer of tidelands oil revenue
to the Lease-Purchase Fund includes $52.8 million transferred pursuant to Ch 899/80 (AB 2973) and
$47.2 million transferred for repayment of the loan made pursuant to Ch 998/81 (AB 114).
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school districts for acquisition and development of school sites, construc-
tion or reconstruction of school buildings, and purchase of school furniture
and equipment. The current State School Building Aid Program was
enacted in 1952 and is administered by the State Allocation Board’s Office
of Local Assistance.

Chapter 282, Statutes of 1979 (AB 8), enacted the Emergency School
Classroom Law of 1979 which authorized the acquisition of portable class-
rooms. It also provided funds for' deferred maintenance and the State
School Building Lease-Purchase Fund. Subsequent legislation enacted in
1980 appropriated additional funds for school construction and deferred
maintenance. Table 38 shows the total revenues appropriated and avail-
able for this program.

School Construction Funds Transferred and Withheld in 1981-82

In completing action on the 1981 Budget Act, the Legislature trans-
ferred $247.2 million out of the State School Building Lease Purchase
Fund. These funds were distributed to (1) the General Fund ($200 mil-
lion), (2) the Special Account for Capital Outlay ($43.8 million 21 and (3)
the Energy and Resources Fund ($3.4 million). Subsequently, the Gover-
nor unallotted $200 million in funds available for 1981-82 so that these
funds could be transferred to the General Fund and used to finance a
deficit in the budget for the current year. This transfer will require author-
izing legislation. Table 39 details the authority for the funds that were
transferred or withheld. '

Table 39
School Construction Funds Transferred or Withheld
in 1981-82
{in thousands)
Authority for Fund . General ~ Lease-Purchase
Transfer or Withholding Fund Fund Total .
Section 19.91, Budget Act of 1981 - $200,000 $200,000
Chapter 998, Statutes of 1981 (AB 114) ..c.oocroerrrre - 47,900 47,200
Executive Order No. B-87-81 $147200 52,800 200,000
Total Funds Transferred or Withheld ..........cccoovvverernrrenne. $147,200 $300,000 $447,200

As a result of these actions, $146.7 million is available for expenditure in
1981-82 from the Lease-Purchase Fund. This is 25 percent of the $593.9
million that was expected to be available for school construction in the
current year.

The consequences of these actions are as follows:

« Districts requesting funds for construction costs must have at least a
14 percent school space deficiency before the State Allocation Board
éSAB) will consider their request. (Without the reduction in available

unds, all applications for construction funding would have been con-
sidered and probably funded.)

» Districts requesting funds for feasibility study and final plan costs
must have at least a 12 percent school space def101ency for their
request-to be considered. (Without the reduction in available funds,
all applications for feasibility study and final plan fundmg would have
been con81dered and probably funded)
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Transfers for 1982-83 :

The budget for 198283 provides for the repayment to the Lease-Pur-
chase Fund of the $47.2 million loan made in 1981-82 to the Special Ac-
count for Capital Outlay (SAFCO) and the Energy and Resource Fund
(ERF). Tt also provides for a transfer of $52.8 million in Tidelands Oil
revenues, bringing the total amount of new money proposed for the
budget year to $100 million. This is $230 million Jess than the amount
authorized by existing law. Specifically, the bud%)et proposes that the
following amounts authorized by existing law not be made: , :

o $82.9 million in excess repayments that districts make on the State

School Building Aid loans.
o $147.2 million of the $200 million in tidelands oil revenues.

These actions have been proposed to (1) finance a projected deficit in
the General Fund in the budget year resulting from a shortfall of revenues
in that fund and (2) to provide funds for proposed budget year capital
outlay projects financed from funds where revenues have diminished due
to a shortfall of tidelands oil revenues.

The net effect of these actions in the current and budget years is illus-
trated in Table 40. '

Table 40

Fund Condition State School Building Lease-Purchase Fund°
(in thousands)

Actual Estimated Proposed

: 1980-81 1981-82 1982-83
Beginning balance $84,926 $175,425 C 81,000
Net revenues . 112,715 — 28,656 100,000
Funds available for expenditure $197,641 $146,769 $101,000
Actual and anticipated expenditures ...........oeisresreceeens 22,216 145,769 100,000
Ending balance : $175,425 $1,000 $1,000

2 Additional funds of approximately $500,000 are available from the School Deferred Maintenance Fund
for expenditure during the budget year. )

Cohsequently, the budgét proposes school capital outlay and deferred |
i

maintenance funding of $101 million rather than the $331 million author-
ized by current law. :

Effects of Funding Reduction

The effect of the proposed reduction in funding for school construction
during the budget year will be to increase significantly the percentage
space deficiency that a district will be required to have before a request
for construction funding will be approved by the State Allocation Board.
In fact, Office of Local Assistance staff estimate that a 50 percent to 60
percent space deficiency may be needed to qualify for funding.

Actual data regarding how school districts whose projects are not fund-
ed would deal with their overcrowding problem is not available. Options
which might be available to help them aﬁ)eviate overcrowding include (1)
renting portable classrooms from the state’s emergency portable class-
room program, (2) instituting double:sessions for school children in some
overcrowded schools, (3) institutingl year-round school sessions, or (4)
utilizing creative financing (if possible) to fund the construction of addi-
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Control Section 19.02—State School Building Aid Reversion

We recommend approval, :

Control Section 19.02 provides for a transfer on June 30, 1982 of $52.8
million from the State School Building Lease-Purchase Fund to the Gen-
eral Fund to finance 1981-82 expenditures in the approved budget.

The Governor’s Executive Order B-87-81 froze $52.8 million in school
building aid funds, thus preventing the State Allocation Board from mak-
ing commitments against these funds. This was done to make these funds
available for transfer to the General Fund where they are needed to
finance a budget deficit in the current year. Because this money was
appropriated by statute to the Lease-Purchase Fund, Budget Bill language
is needed to make the transfer because the funds will not aut'ornati"caﬁy
- revert to the General Fund. This control section effectuates the transfer.

Given the impending deficit in the General Fund during the current
year, the proposed transfer to the General Fund appears warranted, and
we recommend approval.

Control Section 19.05—Excess Repayments of State School Building Aid Loans

We recommend that this section, if necessary, be amended to conform
to final legislative action on the Budget Bill. :

Control Section 19.05 provides that in 1982-83, “excess repayments”
made by school districts on school construction loans remain in the Gen-
eral Fund, and not be transferred to the State School Building Lease-
Purchase and Deferred Maintenance Funds, as required by existing law.
These repayments are estimated to be $82.9 million in the budget year.

“Excess repayments” represent the difference between (1) the
amounts repaid by school districts each year on construction loans‘from
the State School Building Aid Fund and (2) the amount necessary to
- provide for the debt service each year for the school building aid bonds
sold by the state to finance these loans. Since 1976, the repayments by
districts have exceeded the debt service requirements. o

The monies provided by the excess repayments provide part of the
funding of the State School Building Lease-Purchase Fund, and all of the
funding for the State School Building Deferred Maintenance Fund. There-
fore, this control section would result in no funds being allocated for K-12
school facility deferred maintenance in the budget year, and a reduction
in funding for school construction. L B

Our analysis indicates that this section is needed to balance the General .
Fund budget as proposed for 1982-83, however, by the Governor. We are
- not able to determine at this time whether these funds will be needed to

avoid a deficit in the 1982 Budget Act, as finally approved by the Legisla-
ture. : - :

Cost Sténdn’rds ; o :
We recommend that the Legislature adopt supplemental language di-

- recting the State Allocation Board to (1) revise its allowable base unit costs .

for K-12 school construction so that they are made comparable to rates
allowed by the Board of Governors of the California Community Colleges,
and (2) make the revised standards effective July 1, 1982, with prior notifi-
cation to applicant school districts.

B 4
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Section 17717 of the Education Code provides that the State Allocation
Board establish cost standards for all new construction funded from the
State School Building Lease-Purchase Fund. The standards shall not ex-
ceed typical comparable new construction costs incurred by school dis-
tricts in the same area, or the reasonable current cost of similar
construction in the area: '

In practice, the State Allocation Board has fulfilled this requirement by
establishing base allowable unit costs for different types of school construc-
tion (e.g., science labs, administrative space), which are adjusted by
. standard factors to reflect the effect of different geographic locations and
project sizes on construction costs. .

The California State University (CSU) system and the Board of Gover-
nors of the California Community Colleges (CCC) utilize a similar me-
thodology to calculate allowable construction costs for their projects.
Table 41 compares the allowable base costs for similar building space for
K-12, CSU, and CCC construction. : _

The table only compares the cost standards for comparable space. Each
of the three systeims has unique types of construction (e.g., kindergarten
classroom space in the K-12 system) for which there is no comparable
type of space in the other two school systems.

‘Table 41

Comparison of Base Unit Cost Allocations for
School Facility Construction ®
- {cost per square foot)

Space Type K-12 csU cce

Administration $102.18 $76.45 $76.76
Arts and Crafts —_ 81.74 8443
—Elementary 101.22 - -
~High School and Intermediate 8531 -_ —
General Classroom . —_ 75.45 75.58
—~Elementary .. 89.41 - -
—High School and Intermediate 81.46 — —
Home Economics 103.63 85.46 85.81
Libraries : 95.92 6097 62.61
Music ..... 93.50 89.00 8721
Gymnasiurms..... : 83.86 68.58 78.49
Science Labs : . 140.50 114.03 109.27

8 Calculated at cost index ENR 3452.05.

For each type of building space covered by Table 41, K-12 construction
allowances are more expensive than comparable CSU and CCC construc-
tion allowances. On average, they are 24 percent more expensive than the
CSU and 22 percent more expensive than the comparable CCC construc-
tion base cost allowances included in Table 41. Because both the K-12
system and the community colleges construct their facilities for compli-
ance with Field Act requirements, these requirements do not account for
the cost differences between the two systems. : .

" The actual dollar effects of the higher cost allowances cannot be deter-
mined because of (1) the diversity of facilities constructed by the three
school systems each year, and (2) the unique types of K-12 construction
which have no comparables in the other two systems. A rough indication
of the fiscal effect of these higher standards, however, can be provided.
Assuming that each construction project includes equal proportions of the
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types of space listed in Table 41, and that each project costs $1.8 million,
approximately $320,000 of the cost of each K-12 project could be attribut-
ed to the higher base cost allowances. Again using these assumptions; the
impact of the higher cost component of K-12 base cost standards on $200
million worth of projects funded from the State School Building Lease-
Purchase Fund would be an increase in costs amounting to $35.6 million.

Examination of recent CCC construction indicates that these buildings
are adequate for instructional and ‘administrative purposes. Accordingly,
we see no analytical basis for the substantially higher K~12 cost allowances
—particularly for science lab, library, and administrative space.

We estimate that if K-12 cost allowances were made comparable to
CCC standards, funds for approximately 20 additional projects would be
freed up. We therefore recommend the State Allocation Board be direct-
ed to annually revise its allowable base unit costs for K-12 construction to
levels comparable to CCC construction: cost standards; with the State
Allocation Board being authorized to grant exceptions to the cost stand-
ards on a project-specific basis if the requesting district can demonstrate
sufficient cause for an exception. o

We also recommend that the State Allocation Board notify applicant
school districts prior to July 1, 1982, of the possibility of changes in con-
struction funding due to revised cost standards, and shall make the revised
standards effective July 1, 1982 for projects which have not entered either
the final plans or construction phases. This will allow the state to conserve
the maximum amount of construction funds without disrupting construc-
tion schedules.

Priority Points

We recommend adoption of supplemental language directing the State
Allocation Board to stop awarding priority points based on (1) the length
of time a school construction application is awaiting approval, and (2) past

.growth of average daily attendance.

-Priority points are computed and assigned to school construction ap-
plications whenever the State Allocation Board determines that there will
not be sufficient funds to meet the estimated funding needs of all districts
in any given fiscal year. Applications are considered by the State Alloca-
tion Board in sequence, according to the number of priority points credit-
ed to each application. : .

The State Allocation Board awards priority points based on five criteria.
One criterion awards one priority point for each month that a completed
application has been awaiting approval. Another criterion awards one
priority point for each five percent increase between current attendance
and attendance five years ago. The other three criteria relate to the need
for new or reconstructed building area -due to existing attendance.

Our review of the criteria indicate that they donot result in funds being
awarded to those projects for which there is the greatest need. This is due
to the two criteria noted above. First, by awarding priority points based
on the amount of time an application has been awaiting consideration, the
board may approve project applications with lesser needs for new con-
struction ahead of applications with greater need. For example, at 70
priority points an application with 11 percent of its allowable building area
qualifying for new construction funds and which has been awaiting consid-
- eration for 16 months would be fiinded before a project having 14 percent
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of its allowable building area qualifying for new construction. This is solel
because the funded project, though less needed, has been awaiting consid-
eration for 16 months.

Second, by awarding priority points based upon attendance growth, the
board favors smaller school districts at the expense of larger districts. For
example, a small district of 1,000 ADA which has a 20 percent attendance
increase in five years (an increase of 200 ADA) would bé allocated four
priority points ‘while a large district of 10,000 ADA which has had 10
percent attendance growth (an increase of 1,000 ADA) would be allocated
two priority points. Therefore, the small district which has grown by 200
ADA would be deemed to have twice the need of the larger gistrict which
grew by 1,000 ADA. : :

These criteria tend to misallocate capital outlay funds when funding
constraints are in effect. We therefore recommend that the two aforemen-
tioned criteria be eliminated—with priority points being allocated only on
the basis of need as evidenced by existing ADA and inadequate school
Epace. Accordingly, we recommend that the State Allocation Board be

irected to delete these two criteria from their regulations.

Changes Needed In K-12 School Construction Laws

We recommend that . legislation be enacted to transfer to the State
School Building Lease-Purchase Fund from Tidelands Oil revenue, the
amount of funds necessary to provide for an unencumbered balance on
July 1 of 1983 and 1984 of $200 million plus the amount of “excess repay-
ments” transferred to the lease-purchase fund. We further recommend
that the legislation provide for annual Budget Act designation of mini-

.mum priority point levels required by the State Allocation Board for
consideration of project funding requests.

Existing law, Ch 899/80 (AB 2973) allocates $200 million of Tidelands Oil
revenues to.the State School Building Lease-Purchase Fund for K-12
school construction in each year through 1984-85, regardless of the bal-
-ance of the fund. In addition, the fund may also receive revenues from
excess district repayments of state school building construction loans.

Priority Points :

The State Allocation Board allocates funds to school districts from the
lease-purchase fund. The law provides that griority ‘points shall be as-
signed, and projects considerecs) in sequence based on those points, as a
means of rationing funds when the estimated construction needs of all
school districts exceed available monies in the lease-purchase fund.

The State Allocation Board has established the policy of setting “mini-
mum priority point levels” which project funding requests must have for
board consideration when funds are subject to rationing. Currently, 70
points (reduced from a prior level of 90 points) are required for considera-
tion of construction funding requests. These will increase to in excess of
110 points in 1982-83.

If certain simplifying assumptions are made, these point levels indicate
that school districts must have a 14 percent space deficiency in 1981-82,
and at least.a 22 percent space deficiency in 1982-83, before funding
{)equgsts for construction of new school space would be considered by the

oard.
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Problems With Funding Mechanism

Our analysis indicates that the K-12 school construction funding mech-
anism has certain deficiencies. These include the following:

‘Non-optional Allocation of Resources. The current funding mech-

anism allows the non-optional allocation of state financial resources. For
example, the Legislature found it necessary to transfer $200 million from
the Lease-Purchase Fund through the adoption of special language in the
1981 Budget Act, to finance higher priority needs. Additionally, legislation
was enacted after the start of the 1981-82 fiscal year to loan $47.2 million
to the Special Account for Capital Outlay (SAFCO) and the Energy ‘and
Resources Fund (ERF), because these funds had insufficient resources to
finance approved construction.
- These transfers indicate that the current law allowed a non-optional
allocation of resources to occur because the Legislature determined that
an equal dollar amount of programs/projects financed from other funds
had higher priority than the school construction forgone as a result of the
transfer. ' ’ -

To the extent that current law provides an automatic annual appropria-
tion of at least $200 million—which is not subject to legislative oversite
through the budgetary process—a non-optional allocation of state finan-
cial resources could again occur in future fiscal years.

Lack of Legislative Flexibility. The current mechanism does not pro-
vide the Legislature flexibility for the expenditure of fund resources.
Funds are usually expended without full legislative review until either
total fund resources are expended, or until all funding requests are consid-
ered—whichever occurs first. The Legislature may wish to conserve fund
resources for later years and existing law does not provide the Legislature
this flexibility. o

Lack of Consistency between Funding Mechanisms. There is a lack of
consistency between the funding mechanisms for higher education and
K-12 capital outlay. For higher egucation, existing law allocates each year
to the Capital Outlay Fund for Public Higher Education (COFPHE), the
amount necessary to provide for an unencumbered balance on July 1 of
$125 million. Therefore, the annual appropriation to the COFPHE could
be any amount between $0 and $125 million depending upon-the fund’s
beginning balance. However, current law annually allocates a lump sum
amount of $200 million to the Lease-Purchase Fund irrespective of the
fund’s beginning balance. We see no analytical basis for the difference in
the two mechanisms.

Recommendations
A better method needs to be implemented for financing K-12 school
construction. Specifically, we recommend that rather than allocating $200
million on July 1 of 1983 and 1984 to the Lease-Purchase Fund, that an
amount be allocated which would provide for an unencumbered balance
in the fund on July 1 of $200 million plus the amount of “excess repay-
ments” transferred to the lease-purchase fund. This is warranted because:
o It makes the K-12 capital outlay funding mechanism consistent with
that of higher education.
o It would make additional funds available in 1983-84 and 1984-85 for
other capital outlay needs, which are currently financed from other
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funds and which are subject to legislative review.

We also recommend the Legislature rather than the State Allocation
Board have the authority in the 1983-84 budget to set the minimum
?riority points needed by projects before they can be considered for
unding. This has the advantage of providing for greater legislative flexi-
bility for the expenditure of fund resources. ‘

Accordingly, we recommend the enactment of legislation which imple-

ments the aforementioned recommended changes to existing law.

Lédse Rates

We recommend that legislation be enacted which requires the assess-
ment of maximum lease rates equal to the market rates for rental of
portable classrooms. We further recommend that, pending enactment of
such legislation, budget control language be adopted to increase the max-
imum lease rate to a level representative of market rates.

The State Allocation Board leases portable classrooms to qualifying
school districts and county superintendents of schools, for lease rates of
between $1 and $2,000 per year per classroom, as authorized by current
law. These classrooms are made available to districts based upon demon-
strated need. Regulations adopted by the board currently set the lease rate
at $2,000 per year per classroom, although with specific board approval,
lease rates below tﬁat level may be approved in cases of hardship.

Classrooms leased under this program are generally preferred by school
districts over those leased from the private sector because they (1) are
placed on the school site, (2) are connected to electrical sources, and (3)
include furniture and equipment, with the state incurring these additional
costs. -

The state’s lease rate is approximately $2,000 to $4,000 per year Jess than
comparable lease rates charged by the private sector for portable class-
rooms. Assuming an average difference of $3,000 per classroom, we esti-
mate the state’s low lease rate may result in foregone revénues to the state
of up to $2,550,000 per year, which could be used to purchase additional
: gort’able classrooms for this program. This estimate is based on 350 porta-

le classrooms currently installed and 500 more under lease contract for
future installation. : .

We see no-analytical basis for any differential between the state’s max-
imum lease rate and that charged in the private sector, particularly since
the board may lower lease rates to districts for hardship reasons.

Accordingly, we recommend the enactment of legislation to specify that
the lease rate called for under these rental contracts approximate the fair
market lease rate charged in the private sector for a comparable class-
room. Pending enactment of such legislation, we further recommend the
adoption of budget control language making the maximum portable class-
room lease rate the market rate rather than the existing lower rate.

Intruder Alarm Systems

We recommend adoption of supplemental language directing the State
Allocation Board to (1) determine the cost effectiveness of installing in-
truder alarm systems for proposed projects financed from the State School
Building Lease-Purchase Fund and (2) require their installment where it
is cost effective. : » o

The state is spending $144.4 million for K-12school construction in the
current year. Under existing law, it will spend a minimum of $500 million
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during the next three fiscal years. At the same time that the state is making
this investment, it is not taking action to assure that the facilities will have
reasonable protection from vandalism. ,

Officials in the Los Angeles School District report that they spent $5.8
million in 1981 because of arson, flooding, theft, and vandalism. Oakland
school officials report that over $325,000 was lost annually due to burglary
and theft before they installed alarm systems. The Attorney General's |
Office reports that many school districts are unable to buy fire insurance
due to prohibitive rates charged by carriers on account of vandalism and
arson. .

In the past, local school districts have borne the risks of arson and
vandalism losses because the state’s role was limited to providing loans for
the construction of school facilities. Under current law, however, the state
incurs these risks because most school construction is financed from alloca-
tions (not loans) from the State School Building Lease-Purchase Fund.

The State Allocation Board’s regulations do not require the installation
of intruder alarm devices in state-financed school construction projects.
These devices are installed only if district officials include them in their
project request.

Security officials in the Los Angeles and Oakland School Districts—
where some buildings have been equipped with these devices—recom-
mend their installation, with Qakland officials reporting a decrease in
theft and burglary losses of at least $260,000.

Intruder alarm devices can cost anywhere from $15,000 to $100,000 per
school, depending upon the particular application. Therefore, their use
may not be justified in some areas where property losses in the past have
been low. v

In view of the substantial amount that the state is scheduled to invest
in school facilities over the next three years, we believe the State Alloca-
tion Board should determine whether the installation of intruder alarm
devices are cost effective in proposed construction projects and require
their inclusion where a favorable determination is made.

Accordingly, we recommend the adoption of supplemental language
directing the State Allocation Board to (1) determine the cost effective-
ness of installing intruder alarm devices in proposed school construction
projects financed from the State School Building Lease-Purchase Fund
and (2) require their installation where they are justified.

School Facilities Report

Supplemental report language to the 1981 Budget Act directed the
Office of Local Assistance (OLA) to submit a report to the Legislature by
January 1, 1982 on the following subject matters:

o The feasibility of converting lease-purchase arrangements to local
grants, for school facilities constructed under the State School Build-
ing Lease-Purchase program.

o OLA’s plan for allocating school construction funds in fiscal years
198283 through 1984-85..

o An analysis of the feasibility of increasing the use of portable facilities.

A report on these matters was submitted shortly before this analysis was

completed. We will comment on the report at the budget hearings, after
we have completed our review of it.
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Depaﬁmenf of Education—School Facilities Planning (ltem 610-001-344)
We recommend approval,

The budget includes a request for $487,000 from the State School Build-
ing Lease-Purchase Fund for support of the School Facilities Planning
Unit in the Department of Education. This is a $10,000, or 2.1 percent,
increase over estimated 1981-82 expenditures of $477,000.

ll. STATE OPERATIONS

DEPARTMENT MANAGEMENT AND STATE LIBRARY
(Items 6100-001-001 and 6100-001-890)

Overview

This section discusses the overall state operation (administration)
budget for the Department of Education (SDE) and related agencies, as
well as those administrative activities that are not directly tied to a particu-
lar local assistance program: (1) program evaluation, (2) curriculum serv-
ices, and (3) library services. Administrative issues related to particular
local assistance programs, such as the School Improvement Program, are
discussed in connection with the particular program itself.

Expenditures

Table 42 shows state operations expenditures for the SDE, special
schools, and State Library in the prior, current, and budget years. These
expenditures will total $137.5 million for 1982-83, of which $64.5 million is
for the department. The proposed General Fund increases for the special
schools and the State Library are $785,000 (2.7 percent) and $126,000 (1.9
percent), respectively. These amounts will increase by the amount of any
salary or staff benefit increase approved for the budget year.

The budget proposes a $364,000, or 1.1 percent, decrease in General
Fund support for the Department of Education. This, however, makes no
allowance for the cost of any salary or staff benefit increase that may be
approved for the budget year. '

The Department of Finance estimates that each 1.0 percent of salary
increase will require $534,000 in additional General Fund support.

Five Percent Reductions

The budget reflects a 5.0 percent baseline reduction in certain activities,
which was required by the Department of Finance. The reduction,; which
totals $1,994,000, applies to the department’s general activities ($1,598,-
000), driver -training ($5,000), vocational education student activities
($25,000), and the State Library ($352,000). State special schools were
-exempted from the reduction. ' - .

The department achieved its reduction primarily by reducing (1) in-
state travel, (2) consultant and professional services, and (3) general oper-
ating expenses and equipment expenditures. The State Library achieved
its reduction primarily by reducing authorized positions and personal
services. The SDE action results in maintaining positions but reducing
support for the positions. Consequently, the ability of staff to perform
certain activities such as program visitation will be limited.
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Table 42
State Operations Funding
{(in thousands)

Actual  Estimated Proposed Change )
198081  1981-82 198283 Amount Percent

Department of Education Funding:

General Fund $30,652 $31,835 $31,471 —3$364 —-11%
Federal funds 31,648 31,009 32,067 1,058 34
State School Building Aid ........cccrvcemmrrenn 230 — — — -
State School Building Lease-Purchase ...... - 477 487 10 2.1
Driver Training Penalty Assessment.......... — 345 459 114 33.0
Subtotals, Department of Education $62,530  $63,666 $64,484 $818 1.3%
Special Schools Funding: )
General Fund $29.267 $29,021 $29,806 $785 2.7%
Federal funds . 46 — —_ —_
Subtotals, Special SChOOIS...........ccerrrcreeremmrsenes $29313 - $29,021 $29,806 $785 2.7%
Division of Libraries Funding: .

General Fund $6,331 $6,725 $6,851 $126 19%
Federal funds 1,078 1,014 1,028 14 14
Subtotals, Division of Libraries......ccccccrnerennee $7,409 $7,739 $7.879 $140 1.8%
Surplus Property Revolving Fund ... $10,534 $14,749 $25,346  $10,597 ¢ 71.8%
Local assistance administration $634 $401 $205  —$106 . —264%
Reimbursements $7,171 $9,791 $9,671  —8$120 —1.2%

Totals $117,591  $125367  $137481  $12]114 9.7%
General Fund*® y $66,545  $67,.927 - $68365 8438 06%
Federal funds 772 35,023 33,095 1072 23
Other state funds® 17974 25417 36021 10604  4L7

2 Includes local assistance administration for instructional miaterials.

Includes reimbursements, state school building aid, state school building lease-purchase, surplus proper-
ty revolving, driver training penalty assessment, and local assistance administration for environmen-
tal education. :

¢ Increase primarily caused by transfer of $10 million in surplus property local assistance to state opera-
tions. ‘

Total Expenditures

As shown in Table 42, the department’s total expenditures are expected
to increase in 1982-83, even though the General Fund request (excluding
amounts for salary and benefit increases) is lower, because of an anticipat-
ed $1.1 million, or 3.4 percent, increase in federal funds. Our analysis
indicates, however, that the federal funds increase may not occur, due to
gossible reductions in federal apportionments during the current and

udget years. The department will be prepared to comment during
budget hearings on how it proposes to change the budget if the anticipat-
ed federal funds are not available. :

Significant General Fund Changes 1982-83 :

Table 43 shows the components of the $438,000 (0.6 percent) increase
in General Fund state operations for the SDE and related agencies
between the current and budget years. The most significant changes are
the (1) decreases reflecting the 5 percent baseline reductions (—$1,994,-
000), (2) increases for population and prices ($1,936,000), and (3) in-
creases to restore the 1981-82 one-time reductions for travel and general
operations ($1,170,000).
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Table 43
Proposed 1982-83 General Fund Budget Changes
State Operations
{in thousands)

1981-82 Base Budget. : $67,927
A. Changes to maintain existing budget 22717
1. Restore 2 percent reduction $770
2. Restore travel reduction 400
3. Price increases 1,936
4. Workload changes -338
5. Legislation —491
B. Five percent reduction —1,994
C. Program change proposals ; 155
L. State Library $155
Total Change (amount/percent) $438
(0.6%)
Total 1982-83 Support $68,365
Personnel

Table 44 shows the number of authorized positions in the Department
of Education, special schools, and the state library. The budget proposes
a net decrease of 23.2 positions (0.8 percent) in the budget year. Personnel
increases and decreases are discussed as part of the analysis of individual
programs and activities. '

Table 44

Distribution of Personnel
Department of Education
Special Schools, and State Library

Actual  Estimated - Proposed Change
1950-81 1981-82 1982-83  Number  Percent

Department of Education .........c...w.. 1,431.8 1,600.0 1,590.2 -98 —0.6%

Special Sé¢hools 1,032.8 1,084.5 1,083.3 -12 -01

State Library 177.7 1874 175.2 —122 —6.5
Totals 2,642.3 2,871.9 2,848.7 —23.2 -08%

Operating Expenses and Equipment (OEE)

Table 45 presents the line item display for operating expenses and
equipment (OEE) for the Department of Education, special schools, and
the State Library.

As shown in Table 45, OEE expenses are proposed to increase by $11.2
million, or 26.2 percent in the budget year. This increase, however, is
misleading. It primarily results from technical, rather than program, fac-
tors (a transfer of $10.0 million in surplus property contracts from local
assistance to state operations and a $1.2 million increase in cost allocation
charges). The increases for OEE are partially offset by a $1.2 million
decrease proposed in consultant and professional services.

Table 45

' Operating Expenses and Equipment (OEE)
i (in thousands)

Actual  Estimated - Proposed Change
195081 198182  1982-83 - Amount : Percent

General expenses $3,513 . $3,768 $3,875 $107 2.8%
Printing 1,028 1,096 1,068 —-28 -26
Communications 1,293 1,439 1,571 132 9.2
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Postage 498 392 392 —_ —
Travel—in-state 4,010 3,351 3,554 203 6.0
Travel—out-of-state ......ccocoecereeereersereesniarnnns . 139 204 204 — —
Training 8 65 66 1 15
Facilities 0peration ............ceeeseeensersrcenes 4,024 4,429 4,665 236 5.3
Utilities 808 931 1,112 181 19.4
Consultant and professional services ........ 13,622 11,402 10,198 —1,204 -10.6
Departmental services........ccoooo... . —54 445 47 —398 —894
Consolidated data centers.....ommrnnn 659 590 890 300 50.8
Data processing 246 764 766 2 0.3
Central administrative services................. 1,102 1,580 2,767 1,187 75.1
Equipment 1,440 651 903 952 387
Otheér items of EXPENSE ....eereerrrsmssrsssireseens 2,255 2,335 2,549 214 9.2
Commodities costs . 5,622 8,617 18,616 9,999 116.0
Educational subgrants ...............ccoeuuseermerrnnn. 1,541 229 — —229 —-100.0
Unallocated legal —_ 300 500 200 66.7
Totals $41,754 $42,588 $53,743 $11,155 26.2%

A. DEPARTMENT OF EDUCATION
OFFICE OF PROGRAM EVALUATION AND RESEARCH

Overview

The Office of Program Evaluation and Research (OPER) is the depart-
ment’s centralized evaluation unit. In the current year, OPER has 63.5
authorized positions.

Table 46 shows OPER’s expenditures and funding.

Table 46
Expenditures and Funding for the
Office of Program Evaluation and Research
{(in thousands)
Actual  Estimated Proposed Change
1950-81 1981-82 195283 Amount Percent
State Operations:

Special studies $178 $182 $184 $2 1.1%
California Assessment Program (CAP) ... 1,540 1,462 1,428 34 -23
California High School Proficiency Examina-
tion (CHSPE) , 758 567 578 11 19
Student proficiency 468 430 408 -22 ~5.1
Other mandated evaluations..........cco.cevcrunivnne 1,640 1,418 1,453 3B 2.5
Administration 428 445 499 54 121
Subtotals .... $5,012  $4,504 $4,550 $46 1.0%
Local Assistance $436 $202 — —$202 —100.0%
Totals $5,448 $4,706 $4,550 - —$156 —-3.3%
General Fund $2176  $1865  $1,799 — 366 -35%
Federal funds 2714 2974 2173 —101 —44
Reimbursements. 558 567 578 1 19

California Assessment Program

The major purpose of the California Assessment Program (CAP) is to
provide the public, the Legislature, and the local school districts with
evaluative information regarding the level of student performance in the
state. The authorizing legislation envisioned that this information would
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be used to identify unusual success or failure rates, as well as the factors
which appear to be responsible for these rates. With this information, the
state an Il)ocal districts are believed to be in a better position to take those
actions necessary to improve the quality of education provided to public
school pupils. : ‘

Table 47 displays the test printing and scoring costs for the four CAP
tests. :

Table 47
Test Printing and Scoring Costs

. Actual Estimated Proposed Change '
Grade 1980-81 1981-82 1982-83 Amount  Percent

1 (ELT) $164022  $180406  $189.4% 900  50%
3 239,392 263,331 276,498 13167 50
6 128,009 140,809 147,849 7040 50
12 105,170 116225 122,036 5811 - 50
Total $636503  $700,771 $735800  $35038  50%

Different Tests Needed

We recommend the adoption of supplemental language directing the
Department of Education to discontinue the Entry Level Test (ELT) in
the California Assessment Program, for an annual General Fund savings
of $189,000 because similar information is already being collected. We
Ffurther recommend that the Legislature direct the Department of Educa-
tion to use the savings from discontinuing the ELT to develop a junior
high school (grade 8 or 9) basic skills test in 1982-83 in order to better meet
the legislative goals of the California Assessment Program, at a General
Fund c¢ost of.$176,000 for a net savings of $13,000. (Reduce Item 6100-001-
001 by $13,000).

Entry Level Test. The ELT provides base information on student skills
in reading, writing, and mathematics, at an annual cost of approximately
$189,000. This information is used to develop the comparisons used for
reporting grade 3 test results. In addition to the ELT, information is also
gathered on socio-economic status, and number of limited English-speak-
ing students. This information is gathered for grades 3 and 6, and is used
for developing the comparisons for the grade 6 tests and confirming the
ELT for grade 3. Our analysis indicates that both the ELT and the student
data survey provide comparable information. Consequently, we conclude
that administration of the ELT is not necessary, and we recommend that
this test be eliminated for an annual General Fund savings of approximate-
ly $189,000.

Grade 8 or 9 Test. One of the goals of CAP is to provide information
regarding the level of student performance. The lack of testing at the
junior high school level results in an information gap between grade 6 and
12 that weakens the value of the program. Specifically, the lack of state-
wide information on basic skills achievement at the junior high school
level (grade 8 or9) makes it difficult to identify when and in which skills
the decline in academic achievement between the sixth and twelfth
grades occurs. : ’

“To overcome this deficiency, we recommend that the Legislature direct
the department to develop a junior high school test. Based on SDE data,
our analysis indicates that the developmental costs of the junior high test
would be approximately $176,000. This cost can be funded by redirecting
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$176,000 of the savings that would be achieved by eliminating the Entry
Level Test. :

In sum, we recommend that the department discontinue the Entry
Level Test and develop a junior high school basic skills test, for a net
General Fund savings of $13,000 in 1982-83.

Test Administration Costs

The annual cost of administering the junior high test, starting in 198384,
would be approximately $296,000 if the test is given to all grade 8 or 9
students and results are provided to all schools and districts. The cost of
this test, if administered on a sample basis capable of providing valid
statewide information (but not valid school and district information),
would be approximately $156,000.

Because one of the primary reasons for CAP is to provide district and
school level information, we believe the additional costs ($140,000) neces-
sary for 100 percent testing are justified. If this were done, it would require
a budget augmentation of $107,000 in addition to the savings ($189,000)
from the ELT in 1983-84.

CURRICULUM SERVICES

Overview

The Curriculum Services unit administers the following programs to
assist school districts and other agencies in improving instruction: (1) state
mandated curriculum activities, (2) health education, (3) personnel and
career development services, (4) special curriculum programs, and (5)
traffic safety programs. For 1982-83, the budget proposes $4.2 million for
these programs, a reduction of $1.6 million, or 27 percent from 1981-82.
This reduction primarily reflects the transfer of $1.6 million in local assist-
ance federal funds for personal and career development programs from
the curriculum services” budget to the new federal block grant budget.
When the proposed 1982-83 a%location is adjusted to reflect this chan%e in
federal policy, the proposed budget reflects a 1.5 percent increase trom
1981-82 for curriculum services.

Zero-Base Budget

The Supplement Report of the 1981 Budget Act required the State
Department of Education to develop a zero-base budget for the Cur-
riculum Services unit in 1982-83. We received a draft of this report too late
for us to include any comments or recommendations regarding its con-
tents. We will comment on the report during budget hearings.

Environmental Education (Iiem§ 6100-001-140 and 6100-181-140)

Elimination of General Fund Support

We recommend that all activities of the Conservation Education Service
(CES) be supported by the Environmental License Plate Fund (FELPF)
because the primary role of the CES is to administer the FELPF grant
program, for a General Fund savings of $84,000. (Reduce Item 6100-001-
001 by $54,000).

Environmental education is administered by the Department of Educa-
tion’s Conservation Education Service (CES). The major responsibility of
the CES is to administer the Environmental Education Grant Program,
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which is supported by the Environmental License Plate Fund (ELPF),
This program provides approximately 30 grants annually to local educa-
tion agencies, other governmental agencies, and nonprofit organizations
to establish interdisciplinary programs in environmental education. A less
significant activity of the CES is to provide technical assistance to schools
for the development of curriculum materials, teacher training, and the
operation of nature centers.

The budget proposes $584,000 for environmental education in 1982-83.
Of this amount, $101,000 would be used for state operations, with $84,000
coming from the General Fund and $17,000 coming from the ELPF. The
lEc:)EallDl ngsistance allocation of $483,000 would be funded entirely from the

The 1981 Budget Act also provides $483,000 from the ELPF for local
assistance. Of this amount, $279,000 was specifically allocated by the Legis-
lature to two projects. It is not anticipated that these specific allocations
made outside of the regular grant award process will be continued in
1982-83. Consequently, more than twice the amount of discretionary
funds available for 1981-82 will be awarded in 1982-83 by CES through the
grant award process. ‘ :

Given that the primary role of the CES is to administer the ELPF
Environmental Education Grant Program, we find no analytical basis for
using General Fund money to finance CES’s administrative costs. For this
reason, we recommernid that General Fund support for CES administrative
costs (one professional position and OEE) be deleted, and that these costs
be funded instead from the ELPF.

The Department maintains that using ELPF funds for administrative
costs will reduce the funds available for local assistance grants. While this
is true, using General Fund money for this purpose, as the budget pro-
poses, would reduce the amount available for all state programs (most of
which fall in the local assistance category). '

In sum, we recommend that the same funding source be relied on for
both administrative costs and support (the ELPF) because (1) it is consist- -
ent with accepted budgetary policy and (2) it will give the Legislature

more fiscal flexibility in funding high priority state needs.

Educational Technology and Legal Education (ltem 6100-181-001)

We recommend approval. '

The budget proposes General Fund support of $915,000 for Educational
Technology and $200,000 for Grants for Legal Education.

The appropriation for educational technology—instructional television
—includes $45,000 (5.2 percent) for-a cost-of-living adjustment. :

The appropriation for legal education grants, which are administered by
the Constitutional Rights Foundation, Inc., is proposed at the 1981-82
level. The foundation coordinates a youth and administration of justice
prograin in approximately 100 school districts. The program is designed to
introduce students to the legal system.

Our analysis indicates that both amounts are reasonable, and therefore
we recommend approval. :
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B. STATE LIBRARY
(Hems 6100-011-001, 6100-011-890, 6100-211-001, and 6100-211-850)

Overview

The State Library (1) maintains reference and research materials for
the state government, (2) provides support to the 168 local public libraries
in California, and (3) provides library services to the blind and physically
handicapped.

The state operations budget for the State Library sugports the mainte-
nance of the various library collections (law, reference, books for the blind
and physically handicapped, government publications, etc.), the provision
of consultant services to public libraries, and the administration of the
California Library Services Act (CLSA). The local assistance component
consists of state and federal grants to public libraries and library agencies,
and support of local resource sharing through the creation and mainte-
nance of a data base of California public library materials. Table 48 indi-
cates the funding level for the State Library in the prior, current, and
budget years. :

Table 48 -
State Library Expenditures and Funding

Actual  Estimated Proposed - __ Change
1950-81  1981-82 = 1982-83 Amount Percent
State Operations:

Reference for legislature. ...........uiomerrcoinsions $752 - §703 $724 $21 3.0%
Statewide library support and development.. 2,189 2,458 2,510 52 2.1
Special clientele SErViCes ..co...iommmimmuermermmmmnenes 1,232 1,309 1,401 92 7.0
Support services 3,249 3,273 3,257 16 —-05
Subtotals $7,422 $7,143 $7,892 $149 1.9%
Local Assistance:
Statewide library support and development..  $9,895 ~ $10,147 - $11,016 $869 8.6%
Totals $17,317  $17,890  $18908  $1,018 5.7%
State Operations:
General Fund S $6331 86,716 $6,851 $135 20%
Federal funds. L077 1,014 1,028 14 14
Reimbursements 4 13 13 - —
Local Assistance: :
General funds ; $5296 85482 85800 $318 58%

Federal funds. 4669 | 4665 5216 551 118

Summary of Changes

" Table 49 displays the proposed changes in the State Library budget from
1981-82 to 1982-83. In the state operations component, the budget pro-
poses to eliminate 12.7 positions. This reduction reflects (1) the termina-
tion of 1.5 limited-term positions, (2) the elimination of two positions
following completion of a microfilming project, and (3) the 5.0 percent
reduction in baseline expenditures required of most General Fund agen-
cies by the administration.

The budget proposes to reallocate the funds saved through the elimina-
tion of the two microfilm project positions ($44,000) to purchase increased
computer capacity for the Books for the Blind and Physically Hand-
icapped (BBPH) facility. The budget also proposes (1) $155,000 from the
General Fund to equip a new facility for the Sutro Collection, (2) $280,000
for a 5.0 percent increase in the General Fund portion of local assistance
to compensate for inflation, and (3) a transfer of $38,000 in General Fund
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support from state operations to local assistance. Federal funds will pro-

vide an additional $14,000 for state operations and $551,000 for local assist-

ance. . :
Table 49

State Library General Fund Budget Changes 1982-83
(in thousands)

State Operations:

Revised 1981-82 Budget : - $6,716
A: To Maintain Existing Budget. - 332

1. Population and price $236

2. Workload -39

3. 2 percent restoration 135
B. 5 percent reduction —352
C. Program Change Proposals 155

1. Sutro Library $155

2. Union card catalog staff reduction -4

3. BBPH core memory : 44

Total Change (Amount/Percent) $135
(2.0%)
Total State Operations, 1982-83 ) $6,851

Local Assistance:
Revised 1981-82 Budget $5,482
A. Program Change Proposals 318

California Library Services Act $38

Cost-of-living increase \ 280

Total Change (Amount/Percent) $318 -

| (5.8%) |
Total Local Assistance, 1982-83 . $5,800

Federal Support for Library Services (ltems 6100-011-890 and 6100-211-890)

We recommend approval,

The budget proposes an increase of $551,000 in federal funds for local
assistance through the Library Services and Construction Act, as well as
an additional $14,000 in federal funds for state operations. These are carry
over funds, and do not reflect an increase in the ongoing level of federal
aid available to the state. Qur analysis indicates that the request is reason-
able, and we recommend approval.

SUTRO LIBRARY

Overview

The Sutro Library was donated to the Trustees of the State Library in
1915 on the condition that the collection remain within the City of San
Francisco. The library consists of many specialized collections, including
genealogy and local history, Mexicana, English history and literature, He-
braica, voyages and travel, early printed books, and the history of religion.
The Sutro Library currently is located in leased facilities at the Universit
of San Francisco (USF). The university, however, wishes to use the buﬂd}f
ing and its equipment for other purposes, and will not renew the lease
when it expires on October 1, 1982.
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Appropriation Recommended for New Location and Facilily

We recommend that all costs propoesed for setting up the new Sutro
Library be funded with tidelands oil revenues, in the Special Account for
Capital Outlay, for a General Fund savings of $250,000, in order to provide
the Legislature with more fiscal flexibility in allocating limited funds to
meet high priority state needs. (Reduce Item 6100-011-001 by $250,000).

Because efforts by the Department of General Services to acquire an
appropriate lease facility for the Sutro Library has been unsuccessful, the
Department of Finance has proposed that the now-vacant temporary
legislative chambers be moved to a site owned by San Francisco State
University (SFSU) for use by the Sutro Library. The Department of Fi-
nance has also proposed that the estimated $500,000 cost of moving and
installing the facilities be funded through a loan from the Capitol Restora-
tion Fund carrying an interest rate—provided that such funds are avail-
able. In the event sufficient funds are not available in the Capitol
Restoration Fund, the budget indicates that a General Fund appropriation
for the difference will be needed. Repayment of the loan (from either
source) would take place at the rate of $126,000 annually, for-as many years
as is necessary. The repayment would be financed from within the base
budget, using the $152,000 appropriated from the General Fund for rent
payments to USF. (The remaining $26,000 currently budgeted for rent
would be used for utilities, which will have to be purchased separately).
The Joint Rules Subcommittee on the Capitol Restoration has tentatively
approved the Department of Finance plan.

The budget also proposes a one-time General Fund augmentation in
1982-83 of $155,000 for moving the Sutro collection and for purchasing
new shelving and equipment.

The estimated $655,000 requested in connection with moving the collec-
tion to a new facility would be used for capital outlay and related costs.
Because the Legislature has established a special fund—the Special Ac-
count for Capital Outlay (SAFCO)—specifically for the purpose of financ-
ing Capital Outlay, there is no need for these costs to be funded from the
General Fund. The budget shows that the SAFCO, which receives tide-
lands oil revenues, will have $29.2 million in reserves that could be used
to fund the Sutro project.

Accordingly, we recommend the use of tidelands oil revenue funds in
the SAFCO be used for establishing the new Sutro facility. This would
have the following advantages:

¢ It would avoid drawing on reserves in the Capitol Restoration Fund
that may be needed to cover additional expenses directly related to
completing the restoration of the Capitol.

« It would provide the Legislature with more fiscal flexibility in allocat-
ing limited General Funds to meet high priority-non-capital outlay
state needs.

o The General Fund appropriation requested for repaying the loan will |
not be needed, resulting in a General Fund savings in 1982-83 and in
future years.

It would avoid the need to appropriate money from the General Fund
in future years, allowing further savings to the General Fund.

The effect of our recommendation would be a savings to the General
Fund of $250,000 in 1982-83. This savings is composed of the amount
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retauested to repay aloan ($95,000) and the amount requested for shelving
and equipment ($155,000). . v

Estimated Cost of Establishing New Sutro Library

We recommend that prior to budget hearings the Department of Fi-
nance report to the legislative budget committees on (1) how it deter-
mined the cost of (a) moving to and setting up the temporary legislative
chambers at the San Francisco site, (b) moving the Sutro collection, and
(¢) purchasing new shelving and equipment, (2) why no funds are includ-
ed in the budget for maintenance and security at the new Sutro facility,
and (3) what the administration intends to do if additional funding for
these purposes is needed.

In order to establish the new Sutro facilities, the State Library will have
to: (1) detach the temporary legislative chambers from their present site,
(2) transport the buildings to San Francisco, (3) grade, install utilities and
otherwise develop the new site in order to install the facilities, (4) pack
and move all the library’s materials, including many rare and fragile items,
and (5) purchase shelving, furniture, and other capital items needed to
store an(i) protect the collection and provide user services.

Cost of Moving and Equiping the Facilities. QOur analysis indicates that
the budget proposal to spend $500,000 to detach, move, and set up the
legislative chambers may not be enough. The State Library has indicated
that $420,000 would be required to move the buildings, exclusive of dis-
mantling and site preparation. '

In addition, the one-time appropriation of $155,000 in the budget to pack
and move the collection and to purchase all necessary shelving and equip-
ment may be inadequate. The $155,000 augmentation includes $125,000 to
purchase new shelving and equipment and $30,000 to pack and move the
collection. The State Library has indicated, however, that $150,000 is need-
ed solely for shelving. Our analysis indicates that the library’s estimate for
shelving is significantly less than comparable shelving costs for University
of California and California State University libraries. Consequently, the
funding in the budget for shelving and equipment may not be sufficient
for shelving alone. In addition, the new Sutro Library will also need more
desks, file cabinets, and other office and library equipment. No funds may
be available for these items if shelving costs exceed the $155,000 included
in the budget. . '

Maintenance and Security. A 20,000 square foot library facility housing
rare and valuable documents clearly will require maintenance and secu-
rity services. Such services are currently provided to the Sutro Library by
USF, under the terms of the lease arrangement. No funds, however, are
provided for maintenance (including landscaping and custodial services)
and _for security at the new facility. Because the site of the new Sutro
facility is away from the main SFSU campus, it- may not be reasonable to
assume that SFSU will be able to absorb the cost of these services within
existing resources, as the budget appears to assume.

Given these potential funding shortfalls, we recommend that prior to
budget hearings the Department of Finance report to the Legislature on
(1) how it determined the cost of establishing the new Sutro facility and
(2) what the administration propose to do if the requested level of funding
is inadequate. :
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CALIFORNIA LIBRARY SERVICES ACT (ITEM 610-211-001)

Overview
We recommend approval,

The State Library provides local assistance fundlng to public libraries
and 1bralri_'l systems under the California Library Services Act (CLSA).
Table 50 shows expenditures for programs funded under the act as well
as the state administration costs associated with the act. Programs for
libraries and library systems are funded either by formula or through
grant application. v

Table 50

California Library Services Act
Expenditures
(in thousands)

Actual  Estimated ~ Proposed Change
1980-81 1981-82 1952-83 Amount - Percent

State Operations $229 $323 $300 —$23 —11%
Local Assistance......... $5,226 $5,482 $5,800 $318 5.8%
Totals $5,455 $5,805 $6,100 $295 5.1%

C. TECHNICAL ISSUES

In this section we present issues which are technical in nature. These
issues are related to either the format of the budget or involve errors in
calculating funding requirements for various programs.

In our analysis we have identified the following technical issues:

¢ The transportation COLA is overbudgeted.

o The state matching funds for career education are not deleted.

¢ The supplemental schedules of authorized positions are not con51stent
with the program budget.

o A separate budget dlsplay for the State L1brary is needed.

Technical Issue—Trcnsporiaiion COLA Overbudgeted

We recommend that local school district transportation aid inflation be
reduced by $680,000 to correct a technical error in the calculation of an
Inflation adjustment for the Los Angeles Unified School District. (Reduce
ITtem 6100-226-001 by $680,000).

Local school districts have the option in the current year of receiving
their regular transportation aid either through the regular reimbursement
process, or by having it added to their general aid apportionment, as
authorized by Ch 1093/81 (AB 61). The transportation aid inflation adjust-
ment received by each district is dependent upon which option it choses.

For 1982-83, the budget assumes that the Los Angeles Unified School
District will choose to receive part of its regular transportation aid through
its general aid a portlonment rather than through the regular reimburse-
ment process. TYnS however, is not reflected in the transportation aid base
upon which the inflation adJustment for this aid has been calculated.
Consequently, the proposed appropriation for transportatlon aid inflation
is overbudgeted. We estimate that the inflation increase is overbudgeted
by $680,000, which is the amount assumed to be transferred to Los Angeles
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($13.6 million) times the 5.0 percent COLA. Accordlngly, we recommend
that the proposed COLA appropriation (Item 6100-226—001) be reduced
~ by -$680,000.

Technlcal Issue—Maichmg Funds for Career Educuhon Not Required

We recommend the elimination of state matching funds for Career
Education Incentive Act state operations because matching funds are not
required under the new federal education block grant, for a General Fund
savings of $78,000. (Reduce Item 6100-001-001 by $78,000).

The budget requests $78,000 from the General Fund for career educa-
tion state operations to match an equal amount of federal funds.

Chapter II of the federal Education Consolidation and Improvement
Act of 1981 includes career education as one of the rams replaced by
the new block grant. Prior to being included in t e%)lock grant, state
administration costs of career education were shared 50 percént from the
- General Fund and 50 percent from federal funds. The new block grant
legislation, however, does not require a state match.

Because the General Fund $78,000 match is no longer required, we
recommend the elimination of the proposed match for a General Fund
savings of $78,000.

Technical Issue—Posmon Counts ‘

We recommend that supplemental Ianguage be adopted directing the
Department of Finance to (1) include all position changes in the 19583-84
Governor’s Budget display of position changes and (2) reorganize all
supplemental schedules dealing with authorized positions to be consistent
with the program budget organization.

The 1982-83 Governor’s Budget display for the Department of Educa-
tion does not contain sufficient detail to enable the Legislature to under-
stand the disposition of personnel resources within_ the department.
Specifically, the schedule of position changes (Schedule 2) does not in-

clude all posmon ‘changes. -

A complete Schedule 2 listing of all pos1t10n changes is necessary to
provide the Legislature sufficient information to review how personnel
resources are allocated between programs, and to prov1de justification for
program budget requests.

By not including all position changes on the schedule 2, the budget
displays for each of the department’s programs are of limited usefulness
to the Leglslature This is because the position counts for (1) each pro-
gram included in the schedule of position changes (Schedule 2), (2) the
schedule of established positions as of July 1. (Schedule 7A), and (3) the
program budget display, cannot be reconciled with each other on a pro-
gram or organizational basis.

- Accordingly, we recommend adoption of supplemental language re-
quiring the Department of Finance to include all position changes in the
Schedule 2 for each program, and provide that the position counts in the
Schedule 7A and 2, and the program budget dlsplay, agree w1th each other
for the 1983-84 Budget

Technical Issue—Separate Budget Display for State lerury ,

We recommend that supplemental language be adopted to direct the
Department of Finance to present the 1983-84 and future budgets for the
State Library as a separate department budget because the State Library .
functzons as an independent agency
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Under the current budget format, the line item budget and program
budget statements for the State Library and the California Library Serv-
ices Act are intermingled within the budget for the State Department of
Education. This policy reduces the visibility of library activities, and over-
states the budget of the Department of Education. Because the State
Library and its programs are under the direction of the State Librarian,
who is appointed by the Governor, and autonomous of the Department
of Education, we recommend adoption of supplemental language requir-
ing the State Library budget to be separately displayed to provide the
Legislature a more accurate and meaningful picture of both the State
Library’s and: the Department of Education’s programs and funding.

DEPARTMENT OF EDUCATION—REAPPROPRIATIONS

Item 6100-490 from the General
Fund

ANALYSIS AND RECOMMENDATIONS

We recommend approval. ‘

The budget proposes the reappropriation on July 1, 1982, of the unex-
pended balances of the following three items: .

e School Improvement Program (SIP) independent evaluation—the
unexpended balance of Ch 894/77, Section 70, as reappropriated by
the Budget Act of 1981. _

» Pilot attendance projects—the unexpended balance of Ch 1329/80,
Section 16, as reappropriated by the Budget Act of 1981.

"o Capital Outlay for child care facilities—the unexpended balance of
Ch'798/80, Section 23.4, as reappropriated by the Budget Act of 1981.

SIP Independent Evaluations

The SIP independent evaluations were originally funded in Ch 894/77
(AB 65). Because of difficulties with the original evaluation, the original
contract was terminated Eursuant to the 1979 Budget Act. A new evaluator
has been selected, and the Budget Acts of 1980 and 1981 reappropriated
the AB 65 funds for the independent evaluation. Because the evaluation
is currentl{y in progress and will extend into the budget year, the reappro-
priat;clm of the unexpended funds is necessary, and we recommend ap-
proval. : o

‘Pilot Attendance Projects : ‘

- Chapter 1329, Statutes of 1980 (AB 3269), requires educational offices
and organizations to undertake new duties which will help promote in-
creased attendance in schools. It also prescribes the establishment of a
pilot study of 25 elementary school districts, 25 unified school districts, and
10 high school districts, and provides for supplemental state aid if their
actual student attendance increases for the study period. An appropriation
of $825,000 per year for fiscal years 1980-81 through 198283 was made to
fund the pilot study. Because this is a three year study which terminates
June 30, 1983 and because the superintendent’s development of criteria
for allocating the funds was delayed, the reappropriation is necessary.
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Capital Outlay for Child Care Facilities ' :

Chapter 798; Statues of 1980 (SB 863), appropriated $4 million for child
care capital outlay projects. Specifically, $1.7 million was for allocation to
family day care -homes and child care agencies for minor capital outlay
projects to meet state and local health and safety standards; and $2.3
million was allocated to the State Allocation Board for the acquisition and
leasing of portable facilities to child care contracting agencies. These funds
are currently being expended for the purposes intended in the statute,
?ndlreappropriation is necessary to complete the construction of portable
acilities. ’

- DEPARTMENT OF EDUCATION—REVERSION

Item 6100-495 from the General
Fund L :

ANALYSIS AND RECOMMENDATIONS L .

The budget proposes that the unencumbered balance (unless provided
otherwise) of the following four appropriations revert to the General
Fund on June 30, 1982: ‘

« Compensatory education programs—Ch 510/80, Item 332.

o Child Care Expansion funds—Ch 798/80, Section 23 ($338,000)

e Vocational Education—Ch 282/79, Section 1B. = .

s Special Education Independent Evaluations—Ch. 797/80, :Section

12(a) ‘as reappropriated by Ch 99/81, Item 610-490 Schedule (6).

We recommend approval. C :

Compensuiory Edbcuﬁon Programs, .

Item 332 of the 1980 Budget Act, appropriated $3,356,668 for demonstra-
tion programs in reading and mathematics, which was reappropriated by
the Budget Act of 1981. This program was established to develop cost-
effective exemplary approaches for the teaching of reading and math-
ematics and to encourage replication of successful approaches by other
school districts. The purposes for which the Item was appropriated have
been achieved, and therefore, the unencumbered balance of the item is
no longer needed and should be reverted.

Child Care Expansion Funds

Chapter 798, Statutes of 1980 (SB 863), appropriated $9 million for the
provision of child care services to additional eligible children for the last
nine months of fiscal year 1980-81. This item proposes the reversion of
$338,000 of those funds. v S . ‘ :

Department staff indicate that because the Budget Bill proposes an
. appropriation to fully fund the expected services in 1982-83, the remain-

ir:lg funds provided by SB 863 are not needed and therefore can be revert-
ed.

Vocdtional Edtjcufion - ' ‘
Vocational education student organizations are appropriated $500,000
annually by Ch 282/79 (AB 8) for their support. These funds are used for
activities including statewide conferences for student officers; in-service.
training for vocational teachers who act as local chapter advisors; and the
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development of instructional materials and handbooks. Because there is
an annual appropriation for support of these organizations, the unencum-
bered balances of prior years’ appropriations are no longer needed. This
item reverts them to the General Fund.

Special Education State Administration , 3

Chapter 797, Statutes of 1980 (SB 1870), appropriated $500,000 for the
administration of the Special Education program in 1980-81. Of this
amount, $100,000 was reappropriated by the 1981 Budget Act to provide
additional funding in the current year for completion of the Master Plan
for Special Education. This plan is anticipated to be finished in the current
year, and this item allows the Controller to revert the unexpended balance
of the appropriated funds one vear earlier than would otherwise be the
case. : v

CONTRIBUTIONS TO TEACHERS’' RETIREMENT FUND
Item 6300 from the General

Fund " Budget p. E 81
Requested 1982-83 ........cccovniierenerennseesssniniesstsenssiionssrisssssenes $258,610,000
Estimated 1981-82........ccvververierniierecceenennescanresiosensd rvereesesssanens 235,491,000
Actual 198081 .......coovveveeeceennreeninnrreirrssneresesesssessssssneressessesns . 222,206,000

Requested increase $23,119,000 (+9.8 percent) . :
Total recommended reduction .............cennenneereenionnensenes . None

GENERAL PROGRAM STATEMENT _

This item provides the state’s contribution toward the benefits earned
by retired members of the State Teachers’ Retirement System (STRS). In
1976, the Legislature increased the annual appropriation to $144.3 million,
in order to finance the amortized cost of granting a one-time pension
improvement to STRS retirees in that year. As required by the Supple-
mental Report of the 1980 Budget Act, this item also provides an apgro-
priation to cover the annual STRS retirement program costs mandated by
state law. Prior to 1981-82, this appropriation was included in the budget
of the Department of Education. ’ o

ANALYSIS AND RECOMMENDATIONS

We recommend approval,

The budget proposes an appropriation of $258,610,000 from the General
Fund to the State Teachers’ Retirement Fund in 1982-83. Of this amount,
$219,878,000 would be used to finance the unfunded State Teachers’
Retirement System (STRS) program liabilities. The remaining balance of
$38,732,000 is for payment of state-mandated local costs for increases in
STRS retirement contributions. The Budget Bill appropriates an amount
equal to an actuarial estimate of the local school districts” mandated pro-
gram costs directly to the State Teachers’ Retirement Fund (STRF). This
method of reimbursement is more cost-efficient than the previous method
of having the districts themselves pay the mandated contributions to the
STRF and then seek reimbursement through the claims process.

The proposed expenditure of $258,610,000 is $23,119,000, or 9.8 percent,
above estimated current-year expenditures. This increase reflects (1) an
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increase of $28,565,000 (14.9 percent). in state funding for the STRS un-
funded program liabilities, in partial compliance with the requirements of
~ Chapter 282, and (2) a decrease of $5,446,000 (12.3 percent) in funding for
state-nandated STRS retirement program costs. This decrease, however,
is misleading. The amount estimated for 1981-82 includes a $12 million
appropriation in the Omnibus Claims Bill (Ch 1090/81) covering adjusted
claims for mandated costs in prior years that were not approved in time
to be included in the 1980, or 1981 Budget Acts: Prior to July 1, 1981, these
. ‘state mandated costs were paid by the local school districts to the STRF
and then the districts sought reimbursement through'the claim process.
Because of the length of the claim review process, many of these claims
were not approved in time to be included in the following year’s Budget
Act. Instead, these approved claims were included in the next Omnibus
Claims Bill. , : '

Since July 1, 1981, the Legislature appropriates directly to the STRF an
actuarial estimate of the amount equal to the local school district’s mandat-
- ed program costs, instead of reimbursing the school districts through the
claims process. This new reimbursement method terminated the claim
‘ ¥rocess for mandated costs incurred after June 30, 1981. Remaining claims

for mandated costs incurred prior to that date are expected to be proc- -

essed and paid during 1982. As a result, the claim method of reimburse-
ment for state mandated STRS costs are expected to terminate in 1982.

Table 1 shows the components of these expenditures for. the past, cur-
rent, and:budget years. - C a ‘

Table 1

Contributions to the State Teachers’ Retirement Fund
: ’ Item 6300-101-001

(in millions)
Change
st Actual Estimated - Proposed from
: Program 198081 198182~ 1982-83 198182
1. Contributions for past unfunded liabilities ........ - $171,616 $191,313 $219,878 $28,565
2. State-Mandated STRS program costs o
a. Ch 89/74. Retirement credit for unused sick
- leave - 31,819 11,147 11,147 —
b. Ch 1036/79. Cost-of-living increase to STRS - - _
fetirees - 158160 15,350 20406 5056
¢. Ch 1241/80. Cost-of-living increase to STRS v :
retirees 255 - = -
d. Ch 1286/80. Increase in STRS minimum
benefits 2902¢ . 5602° 7179 1,577
- . Ch1090/81. Omnibus Claims Bill to pay prior
years’ adjusted claims : — 12,079 — - —12,079
Unspent appropriation carried into 1981-82 ...... . —202 — L— —
Subtotals, Mandated STRS Program Costs...... $50,590 $44,178 $38,732 ~$5,446
Grand Total Expenditures ... © - $299.906 $235491 -~ - $258,610 $23,119

*Includes $20.6 million appropriation for prior deficiencies.

Y Includes $0.5 million in prior years” unspent carry-over and $255,000 for prior-years’ deficiencies.
¢ Includes $202,000 in prior year’s unspent carry-over. e :

4 Half-year costs.




1374 / K12 EDUCATION Item 6300
CONTRIBUTIONS TO TEACHERS' RE_'I'IREMENT FUND—Con_iinued

The STRS Unfunded Liability i B '

The latest available actuarial valuation of the STRF, published in May
1980, estimated the unfunded liabih;ﬂi (accrued retirement benefits for
which there are no assets) at $9.9 billion. S :

1.  History. From its inception in 1913 until 1972, STRS benefits were
financed on a pay-as-you-go, or-a year-to-year, basis. This meant that no
funds were set aside to cover the accruing cost of future benefits earned
by the STRS membership. : s , :

In 1972, the Legislature enacted a partial funding program which was
designed to (a) stabilize the accumulated unfunded liability and (b) pro-
vide reserves to cover benefits earned in the future. Beginning in 1972, the
budget included an annual General Fund appropriation of $135 million to
finance the actuarial cost of pensions for STRS members who retired prior
to July 1,1972. The need for such an appropriation was expected to contin-
- ue through fiscal year 2002-03. JEEL _

The combination of salary increases for active teachers, declining mor-
tality rates for retired teachers and an increasing number of early retire-

. ments has caused the long-term benefit costs to rise faster than anticipated

by the 1972 funding program. As a result, the contribution levels estab- -
lished by that program proved to be insufficient to fund the increasin
long-term benefits being earned by active members, and the unfunde
liability continued to grow. ‘ ‘

- 2. Chapter 282 Funding. 1In 1979, the Legislature onice more addressed
the STRS unfunded liability through the enactment of Ch 282/79 (AB 8).
This act addressed the unfunded liability Bfoblem by (a) increasing annu--

~ally the General Fund appropriation to the STRS trust fund by the per-

centage increase in the California Consumer Price Index (CCPI); (b)
extending the authorization for the annual General Fund contributions

- indefinitely beyond fiscal year 2002-03; and (c) providing an additional
annual General Fund appropriation, phased in over a 15-year period,
beginning with $10 million in 1980-81 and increasing in $20 million annual
increments thereafter until it reaches $280 million in 1994-95. Beyond that
date, this appropriation will also be increased by the CCPI increase. This
program was designed to slow the growth of the unfunded liability, but

. it was. not expected to stop it, or to reduce the amount of the unfunded
liability. The goal of the program was to achieve “infinite funding” of the
State Teachers’ Retirement Fund (STRF). In actuarial terminology, “infi-
nite funding” represents the level at which the rate of growth in the
unfunded liability is equal to the rate of growth in payroll. :

Using new data from the May 1980 actuarial analysis, the STRS consult-
ing actuary concluded that the actual funding value of Chapter 282 fell
short of its intended funding goal. As a result, the STRS unfunded liability
was expected to grow at a faster rate than payroll. The next actuarial
valuation, to be published in May 1982, is expected to show an unfunded

liability in excess of $10 billion. L v
Chapter 282 Requirements Underfunded -

‘Chapter 282 requires that the $144.3 million annual General Fund con-
tribution to the STRF specified under prior law be increased, beginning

in 1980-81, by an amount which reflects the change in the California
Consumer Price Index (CCPI) in the preceding fiscal year. However,
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neither the 1980 nor the 1981 Budget Act appropriated the amounts called
for by Chapter 282. In each case, the increase approved by the Legislature
was less than the increase in the CCPI during the prior year.

The 1982-83 budget proposes a state contribution to the STRF that is 5
percent above the 1981-82 contribution. In contrast, Chapter 282 requires
a 13.9 percent increase to match the increase in the CCPI during 1981.

Details of the General Fund contributions for the past, current, and
budget years are shown in Table 2.

Table 2
Contributions for Past State Teachers’ Retirement System Unfunded Liabilities
{in millions)

- Actval Actual - - Proposed
1950-81 1981-82 1982-83

Ongoing baseline contribution... $1443 $161.6 $1713
Increase in-lieu of CCPI 17.3° A 86°
Adjusted baseline contributions $161.6 $171.3 $179.9
Increment of additional $280 million 10.0 20.0 40.0
Totals, contributions for unfinded liabilities..........ccowesrrererrrrsnse $171.6 $191.3 $219.9

2 Based on budgeted COLA increase of 12 percent, in Lieu of a statutory CCPI of 17.1 percent.
b Based on budgeted COLA increase of 6 percent, in Lieu of a statutory CCPI of 10.4 percent.
¢ Based on budgeted COLA increase of 5 percent, in lieu of a statutory CCPI of 139 percent.

CALIFORNIA ADVISORY COUNCIL ON VOCATIONAL
EDUCATION

_Item 6320 from the General

Fund and the Federal Trust ‘ ’
Budget p. E 82

Requested 1982-83 $310,000
Estimated 1981-82....... 307,000
Actual 1980-81 ..i...cviriiiiiinnniirenesiniiieenisnssiisisssisesersssiossesessssensonsens 296,000
Requested increase (excluding amount for salary
-increases) $3,000 (+1.1 percent) ,

Total recommended reduction ................... eernreiteenererstesesesesarenes None
1982-83 FUNDING BY ITEM AND SOURCE

Item Description Fund Amount
6320-001-001—Support General $102,000
6320-001-887—Federal—Support ' Vocational Education Fed- 208,000

eral

GENERAL PROGRAM STATEMENT

The federal Vocational Education Act of 1976 requires the establish-
ment of a state advisory council on vocational education and specifies the
council’s membership and duties. The California Advisory Council on
Vocational Education (CACVE), established by Ch 1555/69, acts as the
federally mandated council. It consists of 25 members and is staffed by four
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CALIFORNIA ADVISORY COUNCIL ON VOCATIONAL EDUCATION—Con-
tinued , Lo N L
‘ professioria.l and two clerical positions in the current year:

- ANALYSIS AND RECOMMENDATIONS

We recommend approval, R R :

The budget proposes an appropriation of $102,000 from the General
Fund for partiaf support of the Advisory Council on Vocational Education
in 1982-83, a 4.1 percent increase over estimated current year expendi-
tures. This amount will increase by the amount of any salary or staff
benefit increase approved for the budget year.

.Total state and federal funding for the council is estimated to be $310,-
000 in 1982-83, an increase of 1.0 percent over the current year. Table 1
summarizes the funding for CACVE. o :

 Table 1 )
Funding for the California Advisory Council on
Vocational Education
{in thousands)
Actual - - Estimated . -Proposed - Change
’ 1980-81 1981-82 1982-83° - Amount . Percent
Federal Funds $189 * $209 $208 —$1 . —-05%

General Fund . 104 98 102 4 41
Reimbursements 3 — — — : —

. Totals $296 $307 $310 $3 1.0%
Pérsonnel-years 58 6 U — —

Table 2 shows the changes in the council’s budget between the current
year and 1982-83. In order to achieve the 5 percent reduction in baseline
expenditures required by the administration, the council has reduced
general expenses, travel, interdepartmental contracts, and equipment by
a total of $5,000. We do not believe this reduction should have an adverse
impact on the council’s activities. :

" Table 2

Proposed General Fund Budget Adjustments for
California Advisory Council on Vocational Education
{in thousands)

’ ‘ ' Adjustments Total
1981-82 Revised Base Budget i - $08
A. Changes to Maintain Existing Budget: 9

1. Restore 2 percent reduction . $2 .
2. 'Restore travel reduction 3
3. Population and price 3
4. Merit salary 1
B. Program Changes:
1. 5 percent reduction _5 =5
1982-83 Support. : . $102

" Our analysis indicates that the budget for CACVE is i‘easdhable and we
recomrpend approvalf DR EREER v
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CALIFORNIA OCCUPATIONAL INFORMATION COORDINATING

_ COMMITTEE
Item 6330 from the Federal _ R
Trust Fund , ~ Budget p. E 84
ReqUESted 1982-83 .....u...coueriveiereisnnssmsnnssismsessssssssssssanssssssssssessons $43,000
Estimated 1981-82........ccocovruvemiinrereeseunanssd redsssssusesssssssessasssssststisense 295,000

Actual 1980-81 ........cocceerenee seieisiensesesnasassenasnssienstasnisesssaaressssarassessaen 158,000

Requested decrease (excluding amount for salary : :
increases) $252,000 (—85.4 percent)

Total recommended reduction .........ieeieioeesinieneeesaion: : None

GENERAL PROGRAM STATEMENT :
The  California Occupational Information Coordinating Committee
éSlOICC), established by Ch 972/78, acts as the state information coor-
inating committee mandated by the federal Vocational Education Act.
The committee is responsible for the development of the California
Occupational Information System, which provides occupational planning
and guidance information to educational institutions, the Employment
Development Department, and private industry. .
The committee has six authorized positions in the current year.

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

The budget proposes an appropriation of $43,000 from the Federal Trust
Fund for. the COICC in 1982-83. This is a reduction of $252,000, or 85.4
percent, from the appropriation for the current year. The COICC also
anticipates spending $50,000 in reimbursements during 1982-83. This is
the projected amount of federal Vocational Education Act funds which
will be allocated to the committee by the State Department of Education.
COICC expects to receive similar allocations from the Chancellor’s Office
of the California Community Colleges and the Emtﬂb{)ment Develop-

. ment Department, but these funds are not shown in the budget for 1982
83 because the agencies have not indicated whether they will renew their
agreements with the committee.

Table 1 shows COICC funding.

Table 1
Funding for the California Occupational Information Coordinating Committee
{in thousands)

Actual  Estimated Proposed "Change
195081 1981-82 198283 Amount Percent

Federal funds $158 $295 $43 —$252 —85.4%

Reimbursements - 157 50 —107 —682
Totals $158 $452 $93 —$359 —79.4%
Personnel-years 39 6 15 —45 —75.0%

The future of the COICC is unclear. The budget provides funding for
the COICC only through September 30, 1982, when its current federal
grant expires. The committee has not budgeted federal funds for the
period beyond September 30 because its state statutory authorization ex-

49--75056
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CALIFORNIA OCCUPATIONAL INFORMATION COORDINATING COMMITTEE
—Continued

pires December 31, 1982, limiting its ability to apply for a new federal
grant. The committee indicates that if its authorization is extended, it will
reapply for another federal grant.

Projects to Enhance Career Information :

The COICC is in the process of developing two major projects. One is
a supply-and-demand report on the labor force in California. This report
will relate the number of job vacancies in 400 occupations to the number
of persons being trained for these jobs. It will also include narratives on
the employment outlook for selected occupations. The other is a Career
Information Guide containing information on the availability of job train-
ing programs and financial aid. : ’

We have reviewed early drafts of these publications. In our judgment,
they provide information which should be useful to vocational education
program planners and guidance counselors, and should assist individuals
in making career choices.

DEPARTMENT OF EDUCATION—REVERSION

Item 6350-495 to the General
Fund

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

Chapter 288, Statutes of 1980 (SB 1426), appropriated $208 million from
the General Fund to the State School Building Lease-Purchase Fund for
school construction. -

In 1981-82, the Governor’s- Executive ‘Order B87-81 unalloted $147.2
million of these funds in order to finance a projected deficit in the General
Fund for the current year. This item would revért these monies to the
General Fund as of June 30, 1982. : v :

At the time this analysis was written, our review indicated that without
these funds the 1981-82 General Fund would be in a deficit condition.
Consequently, the proposed reversion to the General Fund appears war-
ranted, and we recommend approval.
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COMMISSION FOR TEACHER PREPARATION AND LICENSING
Item 6360 from‘thek Teacher - '

Credentials Fund R - _ Budget p. E 91
Requested 1982-83 ........c.ccvverueinnrenseeressenssessnssesssisssssessessssasivens $4,028,000
Estimated 1981-82.........c.iceiviernesivisnnriesssesssesssesesmmesessssossmnnneisnn . 3,566,000
Actual 1980-81 ... ..o ieoesisieeecsiessionsissssesersrassnesssssassisssessasonns 3,376,000

Requested increase (excluding amount for salary
increases) $462,000 (+13.0 percent) v
Total recommended reduction devtesseananietaesagsanes ferrerniresaserenieinens None

GENERAL PROGRAM STATEMENT

The Commission for Teacher Preparation and Licensing is respons1ble
for (a) developing standards and procedures for credentialing teachers
and administrators, (b) issuing ang revoking credentials, (c) evaluating
and approvmg programs of teacher training institutions, and (d) establish-
ing policy leadership in the field of teacher preparation. The commission,
which is supported by the Teacher Credentials Fund, has 102 authonzed
positions in the current year. :

ANALYSIS AND 'RECOMMENDATIONS

* The budget proposes an appro Enahon of $4,028,000 from the Teacher
Credentials Fund for support of the Commission for Teacher Preparation
and Licensing (CTPL) in 1982-83, an increase of $462,000, or 13.0 percent,
over ‘estimated current year expendltures This amount will increase by
the amount of any salary or staff benefit i increase approved for the budget
year Table 1 summarizes ‘the commission’s funding.

Table 1

: Expendltures and Funding for the Commission for Teacher Preparatlon
S and Licensing
{in thousands)

Actual * Estimated Proposed Change
195081 . 195182 . 198283 - Amount  Percent

Elementary "and Pre-School Professmnal

Personnel ....... $7T72 $816 $938 $122. 15.0%
Secondary, Adult and Vocational Profes- :
sional Personnel 569- 602 680 78 130
Instructional Specialists for All Grades...... 571 602 726 124 206
Professional Administrative and Support - ) ! : ’ o
Service Personnel ...........ciessirsisoniess 288 305 363 58 190
Professional Standards for Certificated ° _ R
. Personnel - 458 479 505 26 54
Administration 758 784 816 . 32 - 4l
Total Expenditures.........iciivnmmsiionns, - - $3:416 $3,588 $4,028 $440 - - 123%
Teacher Credentials Fund............... e 83576 83566 $4098 8462 13.0%
Federal Funds 39. 2 o -22. —~100.0
Reimbursements 1 :

Personnel-years %45 . 1021085 65 " 6.4%
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Adihsimenis to the Commission’s Budgei e : S
Table 2 shows the changes in the commission’s budget between the
current year and 1982-83. .
: ’ Table 2

Proposed Budget Adjustments for the Commission for
Teacher Preparation and Licensing .
(in thousands) '

Adjustments Total

1981-82 Base Budget (Revised) ; $3,566
A. Changes to Maintain Existing Budget 168

1. Staff benefits $55

2. Population and price ' - ; 70

3. Merit salary 33

4. Miscellaneous 10
B. Budget change. proposals : : 294
- 1. “Program evaluation and approval 186 ’

2. Examination validation : _108

Total Change ; o $462

1982-83 Support Level $4,028

As the table shows, the budget includes funding for two budget change
proposals. One of these requests $186,000 for 3.5 positions to enable the
CTPL to evaluate teacher preparation programs on a five-year cycle,
rather than on a 20-year cycle, as it is now doing. This will provide timely
review of programs, and is consistent with the commission’s Program
Eval\;ation Plan, approved by our office and the Department of Finance
in 1979.

The other budget change proposal requests $108,000, reimbursable from
examination fees, for 3.0 positions to develop and validate subject matter
examinations. These positions are necessary to (1) ensure that the exami-
nations are valid assessment instruments and (2) coordinate the adminis-
tration of the basic skills proficiency tests, as required by Ch 1136/81 (AB
757).

The balance of the expenditures proposed by the commission are driven
by workload. Our analysis indicates that the proposed level of these ex-
penditures is reasonable.

We recommmend approval,

Teacher Credentials Fund ‘ :

Table 3 shows the status of the Teacher Credentials Fund in each of the
three years covered by this budget, as well as the following two years. The
revenue estimates reflect an increase in the credential fee from $30 to $40
in December 1981, and are based on the commission’s projections that
94,500 credential apﬁ)lications will have to be processed in the budget year.
The commission will provide updated projections of workload during the
budget hearings which will reflect trends in the receipt of credential
applications during 1981-82.

" The table indicates that the fund is expected to be in a deficit condition
by.June 30, 1985." . : ' '
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- Table 3
Teacher Credentials Fund
{in thousands) , : :
" Actual ~ Estimated - Projected Projected . Projected
: : 1980-81 198162 196283 198364 194K
Accumulated Surpl_us, 1511120 (PN $1,050 $995 $919 $814 $502

Revenues: .
Credential fees® ! $3,142 . $3,330 $3,780 $3,780 $3,780
Teacher examination fees ... 85 90 8 80 80
Income from surplus money investments ] 70 63 57 35
Miscellaneous iNCome ........cooeveereivrerssenresions 4 I N — —
+ Total Revenue : $3,321 $3,490 $3,923 $3,917 $3,895
Total Resources " $4,371 $4,485 $4,842 $4,731 $4,397
Expenditures® ; 3,376 3,566 4,028 4,299 4,440
Accumulated Surplus, June 30 .......cicenes $995 $919 $814 $502 —$43°

2 Based on 102,546 applications in 1980-81 and 94,500 in 1981-82 énd annually thereafter.
b Expenditures in 1983-84 and 1984-85 assurne a 5 percent increase over the previous fiscal year.

Funding Alternatives

.. Chapter 890, Statutes of 1981, authorizes the CTPL to increase the
credential fee to $40. It also requires the Legislative Analyst to include in
the Analysis of the 1982-83 Bugget Bill recormmendations for alternatives
to the current practice of funding the commission solely from fees charged
on new credential applications. v

As indicated in Table 1, the CTPL is supported almost entirely by teach-

-er credential fees. The fee was set at $20 in -1966-67, $30 in 1979-80, and

‘was raised to $40, effective December 1981. Fees are paid only upon

-application for a new credential. Teachers with two years of full-time
.service under a “clear” multiple or single subject teacher credential are
eeligible for a “life” credential, after which there are no renewal require-

sments. .

- In addition to processing credentials, the commission develops stand-
ards and procedures for credentialing teachers and administrators, evalu-
ates and approves programs offered by teacher training institutions,
revokes credentials for cause, and conduets planning and research activi-
ties. About two-thirds of the commission’s budget supports the credentials

- processing function; the remainder supports activities not directly related
to the issuance of the credential: .

Our analysis indicates that the cost of processing applications for cre-

dentials should continue to be supported from application fees, since ap-

licants are the main beneficiaries of this function. Other commission

ctions, however, could be sulpported from funding sources other than
the application fee. For example: ' v

o Commission activities other than processing credentials and creden-
tial-related examinatioris could be supporteg from the General Fund.
The state, for example, could support the costs of the credential revo-

.. cation process ($505,000 in 1982-83) from the General Fund.

o Teacher training institutions could be required to pay for the commis-
sion’s ‘costs of reviewing and approving the programs they -offer.
There . is precedent for. this alternative in the college and university
accereditation process. -

» The burden of support could be redistributed within the teaching and
administrative professions by implementing some type of periodic
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registration fee. To the extent that the benefits of commission activi-

ties accrue to experienced teachers and administrators as well as new

- ones, these credential-holdérs could be charged a registration fee at

" regular intervals. ,

- Each of these alternatives has merit. Our analysis indicates, however,

that the current policy of funding CTPL costs from the application fee

should be continued. We conclude that teachers have an interest in main-

taining the standards of their profession and are the primary beneficiaries

of the CTPL’s regulatory program. It is therefore reasonable to rely on

credential fees to support this activity. Moreover, most of the CTPL activi-

ties primarily benefit new credential holders (credential processing, pro-

gram approval and evaluation, development of new credential standards
and programs).

FBI Fingerprint Clearance Fee : .

As part of the credential application process, the commission submits
" fingerprint cards to the Department of Justice for investigation and clear-
ance. The Department of Justice then submits the fingerprints to the FBI
for investigation on a nationwide level. In the past, the federal govern-
ment has processed these fingerprints at no charge to the state. On Octo-
ber 1, 1981, however, the FBI put into effect a one-year moratorium on -
fingerprint processing, and the CTPL anticipates that when this service
is resumed, a $12 processing charge will be instituted. ' ‘

The CTPL currently is reviewing the impact of this change in policy on
its bud(get. It is also reviewing policy options for adjusting its revenues-and
expenditures to compensate for this change. One of the optionsitis consid-
ering is the imposition of an additional fee on first-time credential appli-
cants. The commission will be prepared to discuss this-issue during. the
budget hearings. s B

CALIFORNIA POSTSECONDARY EDUCATION COMMISSION
Ttem 6420 from the General

Fund and Federal Trust Fund ‘ Budget p. E 102
Requested 1982-83 - $2,475,000
Estimated 1981-82..... 2,496,000
Actual 1980-81 .....cccoveruvrirecriereineecrecssesessenne 3,123,000

Requested decrease (excluding amount for salary v

. . increases) $21,000 (—0.8 percent) o
Total recommended reduction ............cccveeveeeeieninns reeeresvepersnais None.
1982-83 FUNDING BY ITEM AND SOURCE
Item Description Fund " Amount
6420-001-001—Support - . " General ‘L $2,472,000
6420-001-890—Support . Federal Trust ' R
.. Total -~ B » - '

©+'$2,475,000




