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1. Reduce the state’s legal liability—includes projects to_correct life

threaténing security/c¢ode déficiencies and t6 meet contractual obli- -

gations.

. Maintain the current level of service—includes projects which if not

undertaken will lead to reductions in revenue and/or services.

. Improve state programs by eliminating program deficiencies.

Increase the level of service provided by state programs.

Increase the cost efficiency of state operations—includes energy con-

servation projects and projects to replace lease space which %ve a

payback period of less-than five years.

6. Increase Sle cost efficiency of state operations—includes eneriy con-
servatlon projects and projects to replace lease space which have a
i;back period of greater than five years.

er projects—includes noncritical but desirable projects which ﬁt
none of the other categories, such as projects to improve buildings to
meet current code requirements (other than those addressmg%xfe-
threatenmg conditions), utility /site development nnprovements and

- general improvement of physical facilities. :

Individual projects have been assigned to categories based on the mtent
and scope of each project. These assignments do not reflect the priority
that individual projects should be given by the Legislature.

The Youth Authority minor. projects ($289,000) fall under category sev-
en.

qpe o

DEPARTMENT OF EDUCATION
Item 6100 from the General

Fund and various funds Budget p-E 1
ReqUEStEd 1983-84 .........vevvvveensesissesssssssssssmsmanisisssssssssesees < ii00s--$7,806,652,000
Estimated 1982-83 eees cerenes 1,669, 743 000
Actual 1981-82 ........ 7 400, 756 000

Requested increase (excluding amount
for salary increases) $136,909,000 (+1.8 percent)

Total recommended reduction ...........evcireererensieceineresesens $68,629,664
Recommendation pending .............civeeernenevieesererens reviereiehennaies $464,149,000
1983-84 FUNDING BY ITEM AND SOURCE , _
Analysis
Item Description Fund . Amount .- . page
6100-001-001—Main' support General . $25,706,000 -1439
6100-001- 140—Env1ronmental education ad- Environmental License 101,000 -~ - 1446
ministration Plate .
6100-001-178—School bus driver instruction ~ Driver Training Penalty 254,000 - 1359
S Assessment S
6100-001-303—Private postsecondary educa- Private Postsecondary 986,000 147
tion Administration
6100-001-344—School capital outlay State School Building 495000 1439
e e _ - Lease-Purchase - “ L
6100-001-680—Surplus property agency Surplus Property Re- - 26,337,000 1404
volving -

6100-001-890—Federal support Federal Trust : (31,297,000) 1439
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6100-006-001—Spe01al schools "

6100-011-001—Library support’

6100-011-890—Library federal support

6100-015'001—In,s'tructi0nalﬂ ‘materials ware-
housing and shipping . . . -

6100:020-001—Vocational educatxon student
- organizations -

6100:101-001—School apportlonments

6100-101-890—Federal block grant

6100-101-945—Child nutrition- -

6100-106-001—County. schools ...

6100-111-001—Transportation -

6100-114-001—Couirt -and federal mandate

. . reimbursement -

6100-136-890-~Federal ECIA Chapter I

6100-141-890—Migranit ediication.

6100 lSl-OOl—Amencan Indlan Educatxon

" Centers

6100-156-001—Adult educahon

6100-156-890—Federal adult-sducation

6100-161-001—Special education - _

6100-161-890—Federal speclal education

6100—166—001—Federal Job: Tra\mng Partner-

" ship'Aet -
6100-166-890—Vocational education’
6100- 177—044—Dr1ver tranung

6100- 176-890—Trans1t10n program for re-

‘fugees
6100-181- vl40—Envxro‘nmental education

6100-196-001—Child development -
6100-196-890—Federal child development
6100-201-001-—Child Nutrition -
6100-201-890—Federal child nutrition
6100-206-001—Urban Impact ‘Aid .
6100-211-001—Library local assistance
6100-211-890—Federal local assistance
6100-218-001—State block grant
6100-226-001-—Cost-of hvxng increase

Total* -
Funding Source
General -
Federal Trust
Enwronmenta] License Plate :
Driver Training-Penalty Assessment
Private Postsecondary Administration
State School Building Lease- Purebase
Surplus Property Revolving -~~~
State Child Nutrition - .

Motor Vehicle Account

General
General” -
Federal Trust
General

Genefal .
General -

Federal Trust
State Child Nutrition-

- General
- ‘General
.General -

Fe_&eral Trust
Federal Trust
General

General"
Federal Trust-
General -
Federal Trust
Federal Trust

Federal Trust

Motor Velicle Ac-
count, State Transpor-
tation Fund .
Federal Trust

vEnvironmental License

Plate :
General
Federal Trust
General :

. Federal Trust

General
General .
Federal Trust
General
General

- Item 6100
30,547,000 1402
6,845,000 1450
(1;039,000) 1456

500,000 1375
5,178,300,000 1318
. (34,838,000) 1350

(26,057,000) 1422
65,290,000 1326
© 156,024,000 1359
10454000 1385
(252,776,000) 1343
(63,442,000 1351
-+ 150,000 1381
147,505,000 1375
(9,288,000) 1375
691,380,000 1388
(81,912,000) 1398
=) 1375
- (53,221,000) 1373
17,844,000 1356
*(7,637,000) 1343
30000 . 1ad6
248,546,000 . 1410
©(1,957,000) . 1410
96,057,000 1492
(296,709,000} 1423
677103’(XX) 1337
5,520,000 1450
(5,216,000) 1456
495,612,000 1338
543,859,000 1272
$7,806,652,000
7,760,236,000
839,332,000

500,000

- 254000

" 986,000

" 495,000
26,337,000
26,057,000

17,844,000
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: o Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS pa;:e

1. Special Adjustment for Low-Wealth Districts. Recommend 1320

~ that the Department of Education report prior to budget
hearings on how it will allocate $34.7 million to. ’l'ow-wea%th’ N
districts and the need for the additional funds because the
budget does not provide adequate information on the re- -
quest to permit legislative review. We further withhold
recommendation on this appropriation pending receipt of .
this information. ' D

2. In-Lieu Revenue Guarantee. Reduce Item 6100-101-001 by 1321
$20,000,000. Recommend deletion of $20,000,000 pro- ..
vided in lieu of funds for the 100 percent revenue guaran-
tee because the Department of Education has riot justified
the special appropriation. , ; T

3. Single Session Kindergarten. Recommend enactment ‘of 1323
urgency legislation to repeal the Education Code provi- -
sions which limit the use of kindergarten teachers. . =~ -

4. Physical Education Mandate. Recommend enactment of = 1325
urgency legislation to repeal the Education Code provi- -
sions which require (1) students to participate in physical
education programs and (2) districts to provide physical
education as part of the curriculum because this mandate

“denies districts and students the opportunity to substitute
academic coursework for P.E. as a means of increasing
academic achievement. ’

5. San Francisco County Office of Education. 'Recommend - 1326
enactment of legislation to eliminate state portion of the :
San Francisco County office operations revenue limit and
“Other Purpose” apportionment, effective 1984-85, be- -
cause the services supported by these allocations.can be
funded by the county’s only school disctrict from its-own .

_ revenue limit. ‘ . Ce

6. County-Operated Juvenile Hall Pro%rams. Recommend 1327
adoption of Budget Bill language to allocate inflation allow- -
ances for juvenile hall programs according to an equaliza-
tion mechanism, in order to reduce the unwarranted
disparity among existing revenue limits and equalize re-
sources for these programs. b

7. Enrollment Growth in Regional Occupational Centersand 1329
Programs (ROC/Ps). Recommend the Department of
Finance submit justification for the proposed 10 percent
growth in enrollment for ROC/Ps, and relate this proposal
to the administration’s policy toward growth in adult edu--
cation and community college programs. Further recom-
mend enactment of legislation to establish a procedure for
allocating funding deficits caused by excessive growth of-
ROC/Ps, in order to apply such deficits only to those ROC/

Ps that exceed the authorized level of growth. =

8. Targeting ROC/P Training. Reduce Item 6100-101-001 by 1330
$12,647,000 and reduce Item 6100-226-001 by $379.000.
Recommend adoption of Budget Bill language, and enact-
ment of legislation, prohibiting ROC/P enrollment of
pupils in grades 9 and 10, because high school pupils do not
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require the type of job-specific training provided by ROC/
Ps until they are within two years of graduation.

9. ROC/P and Adult Education Course Approval. Recom- 1331
mend adoption of supplemental language directing the
department to develop new course approval criteria, based
on skill level, wage level, and degree of labor market short-
age, in order to ensure that state-funded employment
training is effective and responsive to the needs of the
labor market.

10. Block Grant Funding for ROC/Ps. Recommend adoption 1332
of Budget Bill language directing the Department of Edu-
cation to establish a }[))ilot program to fund up to five ROC/

Ps on a block grant basis, in order to assess the effect of a
new funding model on the quality of the ROC/P cur-
riculum. : ‘

11. Equalization of Regional Occupational Centers and Pro- 1334
grams (ROC/Ps). Recommend adoption of Budget Bill
language to allocate inflation allowances for ROC/Ps ac-
cording to an equalization mechanism, in order to elimi-
nate the unwarranted disparity among existing revenue
limits and equalize resources for these programs. ,

12. ROC/P Administrator-Teacher Ratio. Recommend adop- 1334
tion of Budget Bill language apFlying to ROC/Ps the same
statutory ceiling on the ratio of administrators to teachers
that now applies to districts, in order to control administra-
tive costs. ' :

13. Institute for Computer Technology Recommend adop- 1336
tion of Budget Bill language to fund the Institute for Com-
puter Technology as an exemplary project under the
Investment in People program, rather than from the
ROC/P appropriation, because the institute’s activities are
within the scope of the Investment in People program, and
the institute’s role differs from that of ROC/Ps.

14. Urban Impact Aid. Reduce Item 6100-226-001 by $2,- 1337
013,000. Recommend elimination of cost-of-living adjust-
ment because such an adjustment is not jusitifed for a
program that does not support a specific type of service.

15. State Educational Block Grant. Recommend provision of 1339
information, by April 1, 1983, by the Department of Educa-
tion in order to allow the Legislature to review adequatel
the advantages and disadvantages of the proposeg bloc
grant. Pending receipt of this information, withhold rec-
ommendation on the proposed block grant local assistance
funding of $425.6 mi].{io'n. o

16. Economic Impact Aid. Recommend adoption of Bud%;at 1342
Bill language requiring Economic Impact Aid funds to be
allocated based on a forrnula that uses the statewide district
count of Limited English Proficient pupils, rather than a
count of Spanish and Asian surnamed and American Indian
pupils, in order to more effectively target funds. Further
recommend enactment of legislation to amend the Educa-
tion Code to reflect this change in the formula.

17. Translation of Forms. Recommend adoption of supple- 1345
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mental language requiring the Department of Education
to provide to school districts a translation of forms which
the district is required to distribute to non-English speak-

ing parents in order to reduce district costs for these tran-
slations. :

18. Miller-Unruh Reading Program. Recommend adoption - 1348
of Budget Bill language requiring the department to real-
locate Miller-Unruh Reading program funds based on Cali-
fornia Assessment Program reading scores and district
revenue limits, in order to meet legislative intent that
funds be allocated to districts that have the greatest need
and the fewest resources.

19. Migrant Education in Los Angeles County. Recommend 1352
that the Department of Education report on (1) why it has
not 1m]€)lemented a Migrant Education program to serve
all eligible Los An%eles County pupils, and (2 é ) the level of
fundlnﬁ provided for projects intended to identify and re-
cruit eligible pupils.

20. Mini-Corps Stipends. - Recommend adoption of supple- 1353
mental language directing the Director of Finance to re-
view and approve, prior to implementation, the 1983-84
Mini-Corps service agreement because the current service
agreement does not comply with a legislative directive:

21. Mini-Corps Campus Coordinators. 'Recommend adoption 1354
of supplemental angua%e directing the Department of Ed-
ucation to.reduce 16 full-time school year Mini-Corps cam-
pus coordinator positions to eight full-time  equivalent
positions to reflect workload requirements. :

22. Migrant Education External Evaluation. Recommend 1355
the Department of Education re ai)ort during budget hear-
ings on the status of the external evaluation.

23. Driver Training Overbudgeting. Reduce Item 6100-171-044 1357

by $508,000. . Recommend. $508,000 reduction "in ' the
amount bud eted for driver training local ass:stance be-
cause of declining enrollment in the program.

24. One-Time Funding for Teacher Education and Computer 1365
(TEC) Centers. Reduce Item 6’100-218 001 by $247,741,
Recommend deletion of one-time “bonus” funding pro-
vided to three TEC centers in 1982-83 because these funds
were intended to cover consolidation costs in the current
year and are no longer needed.

95. San Francisco Teacher Education and Computer (TEC) 1365
Center. Reduce Item 6100-218-001 by $154250. Recom- .
mend that (1) TEC region 5 (San Francisco) be merged
with region 8 (Santa Clara) in order to achieve economies
of scale and provide for more efficient operations, and (2)
funding be reduced to reflect these economies.

96. State Operations for Staff Development. Reduce Item 1366
6100-001-001 by $250,000,7 Recommend elimination of 3.0
positions and related operating expenses for administra-
tion: of the Investment in People program because work-
load does not justify these staff and expenditures.

27. Mathematics, Engineering, Science Achievement (MESA) 1367
Program. Reduce Item 6440-001-001 by $1.98000 reduce - -
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29.

30.

31.

32.

33.

34.

35.

Item 6610-001-001 by $273,000; reduce Item 6100-218-001 by
$880,000; and establish new Item 6100-005-001 in the
amount of $1,351,000. Recommend consolidation of all
state support for MESA in the budget for the Department
of Education, in order to facilitate administration and re-
view of the program. -

. Instructional Materials. Reduce Item 6100-001-001 by $60,-

000. Recommend adoption of Budget Bill language re-
qmrmgaf)ubhshers to pay a fee of $100 for each instructional
materials item adopted by the state, because publishers
whose textbooks are adopted benefit from the adoptlon
process and should therefore help to support it.

Work Experience Education. . Recommend adoption of
Budget Bill language prohibiting General Work Experi-

ence Education from count1n§ toward the minimum -
o

school day required to qualify for state apportlonments
because this program (1) comes at the expense of, and does
not contribute to, the pupil’s academic preparation and a(‘12)
generally is not related to the pupil’s occupational go
Adult Education. Reduce Item 6100-001-001 by $386,000.
Recommend elimination of General Fund support for state
operations in adult education because under existing law
workload for which these funds have been prov1ded in the
past will terminate on June 30, 1983. -

Authorized Courses In Adu]t Education. Reduce Item
6100-156-001 by $14,160,000 and reduce Item 6100-226-001
by $133,000. Recommend adoption of Budget Bill lan-
guage to delete home economics and health and safet
education from the list of adult education subjects whic
may be state-funded, because most courses in these areas
are either recreational or can be taken elsewhere. ‘
Adult Education Attendance Reporting. Recommend
adoption of supplemental language requiring the depart-
ment to collect and report average daily attendance data
for adult education so as to show ADA in each of the subject
areas authorized for state funding, in order to facilitate
legislative review of the adult education program.

AB 1544 Native American Indian Education Programs.
Reduce Item 6100-218-001 by $318,000 and Item: 6100-001-

001 by $78,000. Recommend elimination of the Native -

American Indian Education program and related state op-
erations because the compensatory education needs of Na-

tive American pupils can be met through other ex1st1ng.

state and federal programs.

Unfunded Legislation—Chapter 472, Statutes of 1982 (SB
818). Recommend Department of Finance explain why
funds have not been requested to reimburse districts for
costs mandates by Ch 472/82, and what action the adminis-
tration proposes to take with regard to the constitutional
requirement that these costs be reimbursed because the
constitution requires reimbursement of state mandated
costs.of local agencies.

Physical Performance Test. Recommend enactment of

Item 6100

1371

1374

1377

1377

1378

1380

1384

1384
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legislation to repeal the physical performance test man-
date because the results of the test are not used for any
statewide purpose. ‘

36. Special Education Cost-of-Living Adjustment. Reduce 1396
Item 6100-226-001 by $10,683,000.- Recommend $10,-
683,000 reduction in the amount budgeted for special edu-
cation local assistance COLA to correct for overbudgeting.

37. Pre-Kindergarten Grant Allocation. Reduce Item 6100-001- - 1400
890 by $71,000 and increase Item 6100-161-890 by $71,000.
Recommend adoption of supplemental directing the De-
partment of Education to allocate federal funds for special
education preschool and infant programs on a per capita
basis because this method of allocating funds is more effi- -
cient and would leave more money available for services
to children. Further recommend deletion of ‘a federally-
funded consultant position and the redirection of these
funds to local assistance because the position would be
unnecessary if funds are allocated on a per capita basis.

38. Special Education Resource Network (SERN). Recom- . 1401
mend adoption of supplemental language directing the
Department of Education to submit a report on the feasi-
bility and potential cost savings that would result from
consolidating SERN and the Teacher Education and Com-
puter Centers (TECs).

39. Diagnostic Schools for the Neurologically Handicapped. 1403
Recommend adoption of supplemental language directing = -
the Department of Education to submit a report on the
availability of assessment services from other public and
private institutions and the cost of the services, because
there may be less costly alternatives to the state’s present
system of diagnosing the needs of students with neurologi-
cal disorders. : :

40. Inaccurate Budget Display. Recommend Department of 1405
Finance submit prior to the budget hearings a more accu-
rate budget request for the Office of Surplus Property.

41. Excess Reserves. ' Recommend adoption of supplemental 1406
language directing the Office of Surplus Property to
reduce excess reserves in the Surplus Property Revolving
Fund by refunding $3.9 million to recipient agencies
through lower service and handling charges, because the
current level of reserve is excessive.

42. Fullerton Warehouse. Recommend Department of Edu- 1406
cation submit the Southern California warehouse remodel--
ing project to the Legislature for review and approval
because this is a major capital -outlay project of thé type
normally reviewed by the Legislature. o

43. Sacramento Warehouse. Reduce Item 6100-001-680 by 1407
$264,700. Recommend $264,700 reduction in'the budget
for the Office of Surplus Property to reflect cost savings
resulting from the conversion of existing warehouse space
to cool storage. - S

44, SLAMM Report. Recommend the Department of Educa- 1407
tion report prior to the budget hearings on the estimated
net savings which will result from the implementation of
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each of the recommendations made in the SLAMM report
~ prepared per prior legislative directive. oo

45. Shipping Rates. Reduce Iteinn 6100-001-650 by $137,523. 1408
Recommend $137,523 reduction in the budget for the Of-
fice of Surplus Property (OSP) to reflect anticipated sav-
ings in commercial shipping costs-associated with the
state’s éxemption from minimum Public Utilities Commis-
sion mandated shipping rates.

46. Data Processing. Recommend the Department of Educa- 1409
tion report prior to the budget hearings on the estimated
personnel savings which Wlﬁ result from implementation
of a new data processing system in the Division of Child
Development and Nutrition Services.

47. Overbudgeting. . Reduce Item 6100-196-001 by $3,832,000. 1415
Recommend $3,832,000 reduction in the budget for child
care local assistance because local child care agencies have
been unable to éarn this amount in the past, and therefore
it is not needed in the budget year to maintain current
service levels. '

48. Child Care-“Excused Absences”. Recommend adoption 1416
of Budget Bill language and enactment of legislation stipu-
lating that state reimbursement shall not be provided for
excused absences in excess of five days per child per year
unless they are due to specified reasons, because absences
currently are not well controlled. -

49. Eligibility Standards and Parent Fee Schedule Review. 1417
Recommend (1) enactment of legislation repealing the

"exemption from parent fees granted by existing law to
AFDC and SSI/SSP recipients receiving state-subsidized
child care services, and (2) report by the Office of Child
Development, prior to the budget hearings, on the fiscal
and programmatic effects of using the Current Population
Survey issued by the U.S. Bureau of the Census in establish-
ing future family fee schedules, because the U.S. census
data is more accurate and because there is no analytical
basis for excluding AFDC and SSI/SSP recipients from pay-
ing parent fees. ,

50. Proposition 1 Clarification Needed. Recommend enact- 1428

- ment of legislation to clarify the provisions of Proposition
1 regarding (1) the local district share of school construc-
tion project costs, and (2) the requirement that surplus
school sites be sold. Further recommend that prior to the

“budget hearings, the Department of Finance identify the
amount and source of funds needed to. (fay the 1983-84
debt service on Proposition 1 bonds sold in the current
fiscal year.

51. Hardship Waivers. Recommend enactment of legislation 1429
amending the Education Code to delete the requirement
that the State Allocation Board adopt a hardship waiver
regulation, because such a regulation is no longer needed.

52. Constitutional Amendment. Recommend enactment of 1430
legislation placing a constitutional amendment on the next
geneéral election ballot aunthorizing local voters to assess
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special property tax rates to fund debt service on local
school construction bonds, in order to increase the amount
‘of funding available to meet school facility needs, and to
assure that those who benefit from school facility construc-
tion bear a larger share of the cost of this construction.

53. Alternative Eligibility Standards. Recommend adoption 1432
of supplemental language directin]gl the State Allocation
Board (SAB) to require each applicant for state school
construction aid to demonstrate that specified alternatives
for (1) mitigating the need for school construction and (2) -
financing school construction, which minimize the de-
mand for limited state funds, cannot be used. Further rec-
ommend the publication by the Departments of General
Services and Education of a handbook for distribution to
school districts detailing available alternative financing op-
tions for school construction, which also discusses strategies
for implementing these options, in order to provide more
information to school districts on this subject.

54. Conservation of Existing School Construction Funds. 1433
Recommend enactment of legislation substituting a sliding
scale for the required 10 percent school district match that
now applies to the cost of school construction projects, in
order to strengthen incentives for reducing the cost of
assisted projects. Further recommend adoption of supple-
mental language directing an amendment to the current
method of paying for architectural services, in order to
conserve state school construction funds. :

55. Nonuse Payments for Surplus School Sites. Recommend 1435
enactment of legislation increasin% the nonuse payment
for surplus school sites charged to local school districts, in

" order to return these sites to the property tax rolls and
thereby reduce state costs.

56. Priority Points. Recommend adoption of supplemental 1436
language directing the State Allocation Board to establish
the minimum number of priority points needed by school
construction applications. before they can be considered
for funding in the budget year, so as to assure that available
funds are used to fund projects for which the greatest need

: exists.

57. Developer Fees. Recommend enactment of legislation to 1438
authorize the assessment of SB 201 fees to finance the cost:
of permanent school construction, so that more funds can
be made available to meet the unmet need for school facili-

- ties. o

58. State Administration—State Educational Block Grant. 1444
Withhold recommendation on the proposed $3,859,000 re-
duction in state administration associated with the State
Educational Block Grant proposal pending receipt of addi-
tional information. .

59. Serrano Defense Attorney Fees. Recommend (1) $525,- 1444
000 requested for the state’s defense in the Serrano case be
identified in the budget, and (2) the expenditure of these
funds be subject to the approval of the Director of Finance,
to ensure that any unneeded funds are not reallocated.
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60. California High'School Proficiency Examination (CHSPE). 1445
- Recommend the Departments of Finance and Educa-
tion" submit a plan for funding the deficit in the CHSPE
. program, '

61. California Library Service Act—System Reference Centers. 1451
Reduce Item 6100-211-001 by $1,446,000. Recommend
elimination of California Library Services Act funding for
system reference centers because these services (1) serve
no statewide interest, (2) can be provided locally, and (3
can be supplemented as necessary by federally funded ref-
erence centers. :

62. California Library Services Act—Interlibrary Loan. Rec- 1453
ommend adoption of Budget Bill language directing the
State Librarian to require a $1 processing fee for interli-
brary loan requests haridled under the California Library
Servi¢es Actin order to (1) reduce the net cost of handling
these loans. and (2) discourage consumers from making

. unnecessary loan requests. _

63. California Library Services Act—Federal Fund Offset 1454
Reduce Item 6100-211-001 by $900,000. Recommend un-
budgeted federal funds be used to replace state support for
California Library Services Act in order to increase the
Legislature’s fiscal flexibility in funding its priorities.

64. California Library Services Act System—Advisory Boards. 1455
Reduce . Item  6100-211-001 by $36,000. Recommend
elimination of state support for System Advisory Boards
because library systems would continue to receive public
input without these boards.

65. State Special Schools’ Unexpended Balance. Reduce 1457
Item 6100-006-001 by $354,450. Recommend a 1 percent -
reduction in the :ll_f)propriation for the state special schools
because- historically the schools have had an unexpended
balance exceeding 1 percent of their appropriation.

66. Career Education Incentive Act.  Reduce Item 6100-001- 1457
001 by, $78,000. Recommend funds requested to match
federal funds under the Career Education Incentive Act
be deleted because the program no longer exists. ,

67. Instructional Materials Data Processing. Reduce Item 1458
6100-001-001 by $35,000. Recommend reduction to elimi-
nate overbudgeting.

68. Expenditure Authority for Instructional Materials Pro- 1458
gram. . Recommend adoption of Budget Bill language to
Permit expenditure of funds recovered from publishers in
egal proceedings because these funds currently cannot be
spent. . , R

69. Surplus Property Revolving Fund Condition. Recom-- 1458
mend- adoption of supplemental language directing the
Department of Finance to include in the budgets for future
years, a complete fund condition statement for the Surplus
Property Revolving Fund. .

70. Budget Format for Local Assistance Summary by Object. 1459

... Recommend adoption of supplemental language directing
the Department of Finance to provide more detail in the
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Department of Educatron s Summary by Object for Local
Assistance because the current level of detaxl excludes in-. N
- formation needed for legislative oversight.. -

Summary of Leglslatlve Analyst‘s Recommended Flscal Changes
Activity ' : S General Fund - Otl)er State Funds

In-Lieu Funding for Revenue Guaranteg........ © —$20,000,000
Regional Occupational Centers and Programs —13,026,000
Urban Impact Aid COLA..... ; —2,013,000 N o
Driver Training ; ol . —$508,000:
Teacher Education/ Computer (TEC) Centers ..................... - —247,741 ) :
San Francisco TEC - o =154250 -
Staff Development Admiriistration —250,000

" Mathematics, Engineering, Science Achlevement program 471,000
Instructional ‘Materials Publishers’ Fee —60,000.
Adult Education Administration ; =886,000. "
Adult Education Courses ' . —14,293,000
Native Americari Indian Education program......... iiemnsseereraetens S 396,000
Special Education COLA eserniine © 10883000 T Lt
Office. of Surplus Property Warehouse ...cc..oowicmmremmerinsineen . Cee T 2264700
Office of Surplus Property Shipping Rates . cosenncannen el e e T 137,503
Child Care Local Assistance i ~3,832,000. " .- NI
State Library System Reference SErvices ...iimrimsiirm ’ ~1,446,000
State Library Federal Funds Offset. ’ S ~900,000-
Library Systein Advisory Boards s =36,000 - -
Special Schools” Unexpended BAlance .........uumeisiisommienns ~354,450, - -
Career Education Incentive Act : =78,000 "
Instructional Matenals Data Processmg s =350

Totals ... ‘ i —$67710441 - - 910,203

OVERVIEW
We recommend a net reduction of $68.6 million in the proposed appro-
gnatxons for K~12 education. This amount consists- of $67.7 million in re-

uctions from the General Fund and $0.9 million in reductions from other
state funds. The recommendations for reductions reflect-our analysis of
where the budget contains funds which are in excess of individual .pro-
gram needs. Any funds released by these recommendations would be
available for: redlrectlon by the Leglslature to other educatlon or nonedu-
cation programs.

Additionally, we withhold recommendation on the proposed State Edu-
cational Bloc "Grant local assistance item (Item 6100-218-001) of $425.6
million and the proposed state operatxons reductlon of $3 9 nulhon as-
sociated with the block grant.

Our ana.lysrs of K-12 education i 1s orgamzed as follows

OUTLINE OF THE K-12 EDUCATION ANALYSIS
Item Number _ Ana]y.ﬂs Page

GENERAL PROGRAM STATEMENT ’ s 6100101001 1269
ANALYSIS AND RECOMMENDATIONS e
1. K-12 Revenues .... . : - 6100101001 - . 11270

2. Significant Program Changes ; ; ' 6100-226-001- . ... 1271
1. X-~12 Fiscal and Policy Issues and Options Ll N

A. Fiscal Issues and Options v ‘ L T

- 1. Total K~12 Revenues, 1974-75 to 1983-84 ...................... . 6100-101-001 - .. - '-1275

2. Expenditures for Education 6100-101-001° T.1218

3. Achievement Test Results . wr - 6100-101-001 - 1280
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. 2. Curriculum Issues

4. General Aid Apportionments
5. Increasing K-12 Revenues ;
6. Potential Sources of Adetlona.l Revenue for K-12 Edu-

- cation
7. Alternative School Finance Allocation Systems ...........
8. School Facilities Funding
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1. Categorical Aid Prograrms

3. School Personnel
4. School Environment/Campus Safety .................. S
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1. School Apportionments and General Education Ex-

penditures.......
9.-County Offices of Education
3. Regional Occupational Centers and Programs .........

. 4. Urban Impact Aid and Chapter 323 (Meade) Aid......

5. State Educational Block Grant ...........cecemeeemmsesrsmnee
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1. .Consolidated Categoricals
d. Economic Impact Aid and ECIA Chapter I Aid....

b. Transition Program for Refugee Children .............
e. Bilingual Education
d. School Improvement Program.........ummsnniscens
e. Miller/Unruh Reading Program ...
f. State Preschool Program
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2, Nonconsolidated Categoncals
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b. ‘Driver Traunng/Trafﬁc Safety Education ............

e Home-to-School Transportation ... pevivnsssssss
d. Staff Development ;
e. Instructional Materials (Textbooks) .....uwumsrmurssns

f. Gifted and Talented Education Program ... :

g. Vocational Education

h. Adult Education

i; Iﬂdié.n Educétion

j. Demonstration Programs in Readihg and Math->
) 61_00;218-001

' .. ematics

3..State; Court, aiid Federal Mandates
‘a. State Mandates
b. Federal and Court Mandates ..........ccoicemrsseen S

4. Special Education :
a. Master Plan for Special EQucation ...
b. Federal Public Law 94-142
¢. State Special Schools
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6100-101-001
6100-101-001

6100-101-001
6100-101-001
6100-001-344

6100-218-001
6100-218-001
6100-218-001
6100-101-001
9680-101-001° -~

6100-101-001
6100-106-001
6100-101-001
6100-206-001
6100-218-001

6100-218-001 and
6100-136-890
6100-176-890
6100-218-001
6100-218-001
6100-218-001
6100-196.001
6100-101:890

6100-141-890
6100-177-044 and
6100-001-178
6100-111-001
6100-218-001
6100-218-001 and
6100-015-001
6100-218-001
6100-166-890,
6100-166-001, and
6100-020-001
6100-156-001 and

. '6100-156-890- .

6100-151-001 and
6100-218-001

9680-101-001
6100-114-001

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

6100-001-680

Item 6100

1281
1283

1284
1286
1289

1208
1304
1311
1314
1316

. 1318
" 1326
1328
1337
1338

1341
1343
1344
1346
1348
1349
1350

1350
1355
1359
1362
1368
1373
1373
1375
1379
1381

1383
1385

1388
1398
1402

1404




. Ttem 6100 K-12 EDUCATION / 1269

b. Child Care 6100-196-001 and o
6100-196-890 1410
c¢. Child Nutrition ) 6100-201-001,
© . 6100-201-890, and
6100-101-945 1421
6. State School Building Aid
a. Overview S 6100-001-344 1423
b. Proposition 1 6100-001-344 1427
¢. Need for School Capital Outlay .....cccoouerreerersesersrrsennee 6100-001-344 1427

IIL. State Operations
A. Department of Education

1. Overview of 1983-84 Proposed Budget ........co.cconeserens 6100-001-001 1439
:2. Office of Program Evaluation and Research .............. 6100-001-001 1445
3. Curriculum Services . 6100-001-140,
' 6100-181-140, and :
6100-218-001 1446
4. University and College Opportunities Program 6100-001-001 1447
5. Office of Private Postsecondary Education ............... '6100-001-305 1447
B. State Library ]
1. Overview ... 6100-011-001 1449
2. California Library Services ACt ..........c.ceeeeemmmmmmssrsensenn 6100-211-001 and ‘

_ 6100-011-001 1451

3. Library Services and Construction Act ... 6100-011-890 and
6100-211-890 - 1456

C. Technical Issues > 6100-001-001 and

6100-006-001 1457

GENERAL PROGRAM STATEMENT

In 1983-84, approximately 4.2 million students will attend public ele-
mentary and secondary _scl?x]ools in 1,044 elementary, high, and unified
school districts. This attendance is referred to as ADA (average dail
attendance), and is defined as the average number of pupils either actual-
ly attending classes for at least the minimum school day, or having a valid
excuse for absence. The state provides assistance to local district rograms
for these students through a number of general and categoricaf aid pro-
grams. Table 1 shows K-12 attendance figures for the past, current, and
budget years. :

The attendance level projected for 1983-84 is 0.5 percent above the
1982-83 level.

Table 1
Annual Average Daily Attendance (ADA) in
Californip Public Schools

Actual Estimated  Proposed  Percent
1981-82 1982-83 1983-84 Change

Elementary 2,703,143 *2,726,600 2,739,900 - 05%
High School 1,245,380 1,216,100 1213900  —02
Adult Education 168,876 157,200 - 157,200 0.0
County , 14,125 14,300 14,200 0.7
Regional Occupational Centers and Programs
(ROC/Ps) 82,183 89,800 98800 100
Totals . 4,213,707 4,204,000 4,224,000 0.5%

Source: Department of Finance midrange projection of October 14, 1982.

The K-12 education system is administered by the State Department of
Education (SDE), 58 county offices of education, and 1,044 school districts.
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For the SDE, the Governor’s Budget proposes a total appropnatlon of
$l24 3 million to support 2,734.3 positions and related operating expenses.
(froposegﬂl)pro riation level includes $63.8 million from the General
$32.3 om federal funds, and $28.2 million from other state
-funds Later in our analys1s of K-12 education we present the specific
detail of the budget’s proposals.

ANALYSIS AND RECOMMENDATIONS

. K-12 Revenves

The budget proposes that $13,531.9 million be made available for K-12
education in 1983-84. This is an increase of $457.3 million, or 3.5 percent,
over the amount provided in 1982-83. Table 2 displays total revenues for
K-12 education in the lp))ast current, and budget years.

- Under the proposed budget, the state’s General Fund provides $8,086.4
million to support K-12 education in 1983-84, an increase of $164.0 million,

or 2.1 percent, over the current-year level. In addition, 13 state spemal

funds provide $268.2 million for K~12 education. Thus, total state suj ort

for K-12 education in the budget year is proposed to be $8,354.6

_ or 62 percent, of the total amount anticipated.

Federal funds for K-12 education in 1983-84 are estimated at $839.2
million, or 6.2 percent, of the total. This is a decrease of $16.5 million, or
1.9 percent, from the current-year level

Local revenue for K-12 education from all sources is expected to be
$4,338.1 million in 1983-84, an increase of $333.6 million, or 8.3 percent,
over the 1982-83 level. Local property tax levies are expected to generate
a little over half ($184.5 mﬂhonf of the additional funds, while miscellane-
ous local revenues, which include cafeteria income, intérest, fees, and
income from the sale of prop :)I;K and bonds, are expected to account for
a little less than half ($149.1 on) of the increase, In total, local reve-
nues are expected to account for 32 percent of all K-12 fundmg

Table 2
Total Revenues for K-12 Education
{in millions)

Actual Estimated  Proposed Chgg‘ ge
1981-82 1982-83 1983-84 Amount ~ Percent

State: :

General Fund.......ccoooeccorenenneee $7,697.2 $7,9224 $8,086.4 $164.0 2.1%

Special Funds®........ 82.3 2920 268.2 -238 -82
Subtotals State.... $7,779.5 $8,214.4 $8,354.6 $140.2 1.7%
Federal® .. eeeesnesssresen $882.4 $855.7 $839.2 —$16.5 -19%
Local: :
Property Tax Levies.............. $2,598.7 " $2,439.3 $2,623.8 $184.5 76%

Debt Service....cnuwen.. 461.0 4610 461.0 —_ —_

Miscellaneous ©........ 9749 1,104.2 1,253.3 149.1 135
Subtotals, Local .. $4,034.6 $4,0045 -  $4,3381 $333.6 83%
TOtalS .ovviverrrrerrensessenersannes $12,696.5 $13,074.6 $13,531.9 $457.3 3.5%

2 Includes the California Envu-onmenta.l License Plate Fund, State School Fund, Surplus Property Revolv-
ing Fund, and others.

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

¢ Includes sale of property and supplies, cafeteria revenues, interest income, bond funds, and other
revenues.
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Significant Program Changes in 1983-84
Table 3 shows the components of the $457.3 million net increase in total
revenues -available for the state’s K~12 education system in 1983-84. The
- most significant General Fund changes are:
él) inflation adjustments for K-12 apportionments. ($447.0 million),
other local assistance programs ($62.2 million),
i (2)) elimination of the 100 percent revenue guarantee (—$217.2 mil-
on), :
(3) increases needed to fund ADA growth ($83.9 mllhon), _
(4) elimination of one-time funding for K-12 apportionments provided
by SB 1326 (—$50.0 million),

Table 3

Pfoposed 1983-84 Budget Changes
(in millions)

Funding Source :
. : General — Special - Local = Federal Total
1982-83 Base . $7,9224 $2920  $40045 - $8557  $13,0746
1. Changes to Maintain Existing Base: .... 720.6
ADA increase 89 - —_ -
Inicrease in local property taxes . —1845° — 1845° -_
Financial 1€gislation ... ~137 - _
'One-time special education deﬁcxency -35.0 - - —
*Statutory inflation adjustments:
K-12 apportionments ... 552.3 — - -
Other programs with statutory
COLAs 1331 -— - -
. 2. Prograin Change Proposals: ............coee. —268.0
Elimination : of one-tune K-12 funds . ' ,
©(SB 1326) -50.0 —_ — -
Elimination of 100 percent guarantee - —217.2 —_ - -
One-time adjustment in-lieu of 100
percent GUArantee..........ivememereres 20.0 — - —
AdJustments to statutory inflation
amounts:
K-12 apPOrtionments ...........ssisseess -105.3 —_ - —_
. Othér. programs with _statutory ,
"~ COLAs -85.3 —_ —_ —_
Discretionary programs inflation.......... 144 - —_ —_
Deferred Maintenance Fund . 16.3 — - —
State Teachers’ Retirement Fund........ -32 — - —_
Capital outlay fands ........ccccecsssesmmermsesic - —25.0 — —
Federal funds - — - -16.5
Miscellaneous local revenues ... —_ —_ 149.1 —
Special adjustment for low-wealth dis- .
.. tricts 347 — — —
3. All other changes.......sssssisecsosss 35 12 47
Subtotals ’
Total Change:.........ccimmmnsseinss $457.3
-~ Amount $1640  —$2338 $3336 —$165
) Percent 21%  —82% 83% -19% 35%
1983-84, as proposed .....couuumrmeei S $8,0864  $2682  $4,338.1 $8392  $13,5319

® This represents a change in funding source.

4176610
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ES)' elimination of one-time funding for the 1981-82 special education
deficiency (—$35.0 million),

(6) 4 one-time increase for low wealth districts ($34.7 million), and

(7) a one-time increase in-lieu of 100 gercent guarantee ($20.0 million).

In addition to these changes, the budget proposes to consolidate nine
state-funded, local assistance categorical aid programs into6 the State Edu-
cational Block Grant at a proposed funding level of $425.6 million.This
proposed funding level is the same as the current year funding for the nine
programs. Later in this Analysis we present a separate discussion of the
proposed block grant.

a. Cost-of-Living Adjustments (Item 6100-226-001). The budget pro-
vides $543.9 million for cost-of-living adjustments (COLAs) in 1983-84.
This amount includes: (1) $34.7 million designated as a sgecial adjustment
for low-wealth districts, (2) $447.0 million for general aid apportionments
to K-12 districts (base revenue lirnits), (3) $36.2 million for special educa-
tion local assistance, (4) $11.6 million for all other programs having statu-
tory COLAs, and (5) $14.4 million for programs that do not have a
statutory cost-of-living adjustment.

In essence the budget provides:

e a 6 percent COLA for general aid apportionments, in-lieu of the

statutory 7.48 percent COLA; ‘ . v

« a 3 percent COLA for special education, in-lieu-of the statutory 7.44

percent COLA;

» a 3 percent COLA for all other local assistance programs, regardless

of whether they have statutory COLAs.

We discuss these specific proposals elsewhere in this Analysis. In The
1983-84 Buctlﬁ'et' Perspectives and Issues, which accompanies this Analysis,
we discuss the general issue of cost-of-living adjustments and how these
increases affect the budget. ,

b. Elimination of the 100 Percent Revenue Guarantee. Each school
district receives state apportionment aid in an amount e%lal to its base
revenue limit per ADA multiplied by its ADA. In the absence of an
funding adjustments, a school district’s revenue, excluding categorical aid,
would be determined primarily by changes in ADA: Chapter 282, Statutes
of 1979 (AB 8), however, provides that no district shall receive less than
102 percent of its prior-year revenues, regardless of the change in a dis-
trict’s ADA. Thus, even when a district experiences a significant loss of
ADA, this provision calls for the district to receive an increase in state
apportionment aid.

T%gsz Budget Act reduced the revenue guarantee to 100 percent for
198, . ,

The statutory provision establishing the 102 percent revenue guarantee
is scheduled to expire on June 30, 1983. The budget does not propose an
extension in the guarantee and contains no funding for the guarantee in
1983-84. : ’

The General Fund savings realized by the elimination of the revenue
guarantee depends on the size of any cost-of-living adjustment granted to
local school districts. This is because a COLA on the revenue limit reduces
the amount needed to guarantee a district the same or an increased level
of revenues. Elimination of the revenue guarantee in 1983-84 would
reduce funding requirements for K-12 apportionments as follows:
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Savings From Elimination of
: (in millions)
100 Percent 102 Percent
Size of COLA : Guarantee Guarantee
0% $217.2 : $328.9
3 . 1339 192.7
6 . ; 86.8 123.3

c. One-Time Adjustment In-Lieu of 100 Percent Guarantee. The
budget proposes a special appropriation of $20.0 million to provide funds
to those school districts that will be adversely affected by the elimination
of the 100 percent revenue guarantee. This one-time appropriation would
be allocated by the Superintendent of Public Instruction to school districts
with the most urgent need.

d. Elimination of One-Time Funds for Special Education Deficiency.
The 1982 Budget Act appropriated $35.0 million to fund part of the 1981-82
deficit in special education. Because this was a one-time cost, the 1983-84
budget shows a reduction of $35.0 million between the current and budget
years.

e. Elimination of Other One-Time K-12 Funds (SB 1326). Senate Bill
1326, (Ch 327/82), the trailer bill to the 1982 Budget Act, provided $50.0
million in 1982-83 to school districts for the purpose of enhancing local
programs. Expenditure of these funds was restricted to items other than
salaries and employee benefits. Because this was intended as a one-time
increase in revenues to districts, the 1983-84 budget shows a $50.0 million
reduction in funding between the current year and budget years.

f. Increase in Local Property Taxes. The budget estimates an increase
in property tax revenues of $184.5 million for 1983-84. This increase in
local revenues, however, does not result in a corresponding increase in
revenues to school districts. This is because the current school finance
system guarantees each district a certain amount of revenue qer ADA.
Consequently, any increase in local property tax revenue simply offsets,
dollar-for-dollar, the amount of state aid needed to fund the revenue limit.
Consequently, the $184.5 million increase in local revenues is offset by a
reduction of $184:5 million in General Fund support.

The budget assumes that 1983-84 taxable property that has not changed
ownership or been newly constructed will be valued at 2 percent over the
current year value. The Board of Equalization, however, estimates that for
1983-84 the increase in assessed value for this property may be less than
2 percent because latest data suggest that the California CPI could be
significantly less than 2 percent for the current year. If the increase is in
fact less than 2 percent, the amount of property tax revenues available to
schools and the proposed General Fund appropriation for K-12 funding
could be insufficient to fund the budget’s proposal. More accurate infor-
mation will be available in May.

g. Special Adjustment for Low-Wealth Districts. The budget provides
an additional $34.7 million for low-wealth districts. These funds are to be
allocated to districts whose per-pupil revenue limit is $20 below the state-
glg()a average. for comparable districts (elementary, high school, or uni- -

ed). . » :

'In 1976, the state Supreme Court ruled in the Serrarno v. Priest case that
California’s system of school finance was unconstitutional and upheld a
lower court ruling that wealth-related disparities in educational expendi-
tures per pupil had to be reduced to “considerably less than $100 per
pupil” by 1980. The Department of Finance estimates that with the special
adjustment, 96 percent of the state’s K~12 students will be enrolled in
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districts with base revenue limits that are within $100 of the statewide
average. Currently, approximately 72 percent of the state’s students are
enrolled in districts that meet the $100 requirement.

h. Miscellaneous Local Revenue. School districts’ miscellaneous local
revenues include revenue generated from the sale of property and sup-
plies, cafeteria revenue, interest and lease income, income from the sale
of bonds, and other income. We estimate that revenues from these sources
will increase $149.1 million in 198384, or 13.5 percent, from the estimated
current year level of $1,104.2 million. : . :

i. Other Changes. Other changes affecting the overall level of support
for K-12 education include:. (1) an increase of $16.3 million from the
General Fund for deferred maintenance, (2) a reduction of $3.2 million
for contributions to the State Teacher’s Retirement System, (3) a reduc-
tion of $25.0 million in school construction revenues from Proposition 1
bond funds, and- (4) a loss of $16.5 million in federal aid. o

j. State Educational Block Grant. The Governor’s budget also pro-
poses to establish a State Educational Block Grant. This proposal does not
include a change in the $425.6 million program: level between the current
and budget years for the nine state-funded local assistance categorical aid
programs that are proposed for inclusion in the block grant. Later in this
Analysis, we present a separate discussion -of the proposed block grant.

I. OVERVIEW OF K-12 FISCAL AND POLICY ISSUES AND OPTIONS

Background ' ‘

In recent months, there has been much legislative and public discussion
about (1) California’s expenditures for K-12 education, relative to the
level of expenditures by other states and- (2) the need for education
reform. Concerns have been raised about (1) the level of expenditures for
education by the state as a percentage of the state’s personal income, é%)
student achievement; (3) teacher competence, (4) the rigorousness of the
curriculum, (5) the length of the school day and school year, (6) faculty
tenure, and (7) the impact of collective bargaining on the performance
of public schools. T o :

To date, however, no clear consensus has emerged as to what action, if
any, should be taken. Becatuise this debate appears certain to continue, we
begin this analysis with a review of the major fiscal and program issues
facing the Legislatire in 1983. This discussion is divided into two sections:
. .A. Fiscal issues and options, which includes a discussion of (1) trends
in expenditures for education in California, (2) education expenditures by
the 50 states, (3) .alternative sources of revenues for financing additional
K-12 expenditures, (4) alternative systems for allocating K-12 funding,
and (5) K-12 school facility needs. o -

B. Policy issues and options, which includes a discussion of (1) categori-
cal education aids and their place in the state’s system of school finance,
(2) the adequacy of the state’s educational curriculum and alternatives for
imgroving it, (3) the supply of teachers relative to the state’s needs, now
and in the future, (4) vandalism and violence at the school site, and (5)
the impact of state mandates on local districts and students.
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A. FISCAL ISSUES AND OPTIONS ‘ o

In this part of the overview, we examine the level of funding provided
for K-12 education in California, as well as the major funding issues faced
by the Legislature.

1. Total K-12 Revenues, 1974-75 to 1983-84—Has Inflation Eroded K-12
Support?

Table 4 and Chart 1 display total funding for K~12 by source, for the 10
years 1974-75 to 1983-84. The principal funding sources identified in the
table are as follows: o

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

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

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

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

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

As shown in Table 4, total funding for K~12 education in California is
proposed to increase from $7,210.5 million in 1974~75 to $13,532.0 million
in 1983-84, an increase of $6,321.5 million or 88 percent. Of the five reve-
nue sources, aid from the state has increased most significantly since
1974-75 (255 percent), while support from the property tax and state
})roperty tax subventions has actually declined, due to the combined ef-

ects of Proposition 13 and the state’s fiscal relief program established by
AB 8 (Ch 282/79). ‘

Average daily attendance (ADA) over this same period dropped 10.4
percent, from 4,714,154 to 4,224,000. This decline of 490,154 in the number
of students is explained by (1) a decline in the number of 5-17 year olds
residing in the state and 52) a reduction in summer school ADA. The
reduction in summer school ADA reflects the withdrawal of state funds for
most summer school students, following the passage of Proposition 13 in
%878. This caused total ADA to decline sharply between 1977-78 and 1978-

Table 4 and Chart 2 also show that funding per pupil, expressed in
current dollars (that is, dollars that have not been adjusted to reflect the
effects of inflation on purchasing power), increased almost 110 percent
since 1974-75, rising from $1,530 to $3,204. If, however, we adjust per pupil
excﬁgfnditures for the significant inflation that occurred during this period,
a different picture emerges. In constant dollars, using 1972-73 as the base
year, per pupil funding was $1,290 in 1974-75. For 1983-84, per pupil
funding is proposed at $1,411 in constant dollars. This is an increase of $121




Local - State

FProperly  Property Tax
Year Tax Levies®  Subventions
197475 ..ooonecerreniene $3,3482 $430.8
1975-76 . 37952 485.6
1976-77 .. 4256.1 494.0
1977-78 .. 47286 516.0
1978-79 .. 2,337.1 241.5
1979-80 .. 2,000.0 180.0
L2201 S— 2,195.5 2574
1981-82 (estimated) . 281461 245.1
1982-83 (estimated) ............ 2,655.0 245.2
1983-84 (budgeted)................ 2,839.0 2459
Cumulative Change
Amount. —$509.2 —$1849
PerCEnt ...overecrrmssisearsssusescarssnsscns —15.2% —429%

Source: Financial Transactions of School Districts

2Includes local debt.

State
Aid
$2,356.7
2,594.4
2,764.6
2,894.9
5,333.4
6,9985
7,3489
17,1795
82144
83546

$5,997.9

254.5%

Table 4

K-12 Total Revenues

{in millions)

Federal

Total
Aid  Miscellaneous® Funding
$5504  $5244 . $7,2105 -
591.6 3911 75879
6444 4956 86547
8915 4856 95166
962.3 5513 94956
1,100.4 7027 109816
1,0847 863 117328
882.4 9749 12,6965
8557  Ll42 130745
8392 12533 - 135320
$2888  $7289  $63215
525%  139.0% 817%

ADA
4714154

4,760,966

4,718,800
4,652,486
4271,181
4,206,150
4,214,089
4,213,707
4,204,000
4,224,000

—490,154
~104%

b Includes combined state/federal grants, county income, cafeteria fees, and other miscellaneous revenues.
©Total funding as adjusted by the GNP deflator for state/local government. )
9 The growth in property tax levies is primarily due to the one-time allocation of $363.8 million in 1978-79 unsecured property taxes.

1972-73 Dollars®

Total Funding
Per Percent Per Percent
ADA  Change @ ADA Change
$1,530 88% $1,290 —0.6%
1,650 78 1,287 -02
1,834 11.2 1,342 43
2,45 115 1,397 41
2907 79 1,398 01
2,611 183 - 1525 9.1
2,784 6.6 1497 -18
3,013 82 1,504 0.5
3,110 32 1,460 —-29
3,204 30 - 1,411 -34
$1,674 - $121 —
1094%  — 9.4% —
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per pupil, or 9.4 percent. Put another way, assuming enactment of the
Governor’s Budget, the purchasing power of K-12 funding per pupil in
1983-84 will be a little less than 10 percent greater than what it was in
1974-75. Since 1979-80, however, funding on a constant dollar basis has
actuillg Aieclined from $1,525 per pupil, a reduction of $114, or 7.5 percent,
per ADA.

. 2. Expenditures for Education—California Compared With Other States
Does California spend less on K12 education relative to other states?

The National Education Association (NEA) recently published a docu-
ment entitled Ranking of the States, 19582. This document presents data for
each of the 50 states and the District of Columbia on population, school
attendance, faculty, government finance, school revenues, and school ex-
penditures. The statistic in the NEA report which has received the most
public aitention is the one that ranks California 50th out of 50 states and
the District of Columbia in terms of the amount of revenue provided to
public schools as a percent of state personal income in 1980.

Interpreting this ranking should be done with caution. On the one hand,
the state’s low ranking indicates that California is devoting less of its
income to education than other states, and thus probably has the ability
to provide more revenues to public schools than it is now providing. On
the other hand, however, the statistic says nothing about either the
adequacy of existing K-12 funding levels or the schools’ need for addition-
al revenues. The NEA rankin% addresses only the input side of the K-12
e?uation (that is, funding level); it provides no information on the output
of the public schools—the extent to which students are receiving an ade-
quate education. In evaluating the product of public education, spending
levels don’t tell the whole story.

a. An Analysis of the NEA Rankings. The NEA indicates that in 1980
public school revenues in California amounted to 3.69 percent of the
state’s personal income. This places California just ahead of Nevada among
the states, and well below the national average of 4.80 percent. This statis-
‘tic can be interpreted in two different ways. First, it can be taken to mean

that public school revenues in California are “low” relative to public
school revenues in the rest of the nation. Second, it can be taken to mean
that personal income in California is “high”, relative to the income of
other states. In fact, both interpretations are valid.
* The reason why public school revenues in California are low can be
* explained, in part, by the demographic characteristics of the state. For
example; the percentage of persons in the school-age population group—
age 5 years to 17—is lower in California than it is in most other states. In
fact, according to the U.S. Bureau of Census, California ranked 48th among
the states in terms of the percentage of its 1980 population in this age
group. Thus, other things being equal (they are not, of course), we would
expect California to be near the bottom of the ranking in terms of K-12
education expenditures as a percentage of state personal income.

The low ranking is also explained, in part, by factors that are not related
directly (and may not be related at all) to educational considerations.
According to the NEA, California spends relatively less money on school
administration and transportation than do other states, when measured on
a per-pupil basis. In these expenditure categories, California ranked 45th
and 50th, respectively, for 1978-79. In other words, to the extent school
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districts in California are more efficient than those in other states, or have
less of a need for funds because of the state’s greater urbanization, they
require relatively less of the state’s personal income to fund K~12 educa-
tion services than do other states. :

California also enjoys a higher per capita personal income than most -
other states. For 1980, the NEA ranks California fourth in the nation, with
a Eer capita income of $10,938. The per capita income for the nation as a
whole was $9,521, meaning that in 1980 California was 15 percent above
the median. Again, the age distribution of California’s population provides
a partial explanation for the state’s higher income. In 1980, the state
ranked seventh in the proportion of its population in the 17-65 year old
age group. With a larger share of its population in the working age group,
we would expect California to have a relatively high per capita income.

‘The fact that California has a higher per capita income than most other
states means that it can afford to spend more on education, in absolute
terms, than other states. The state might choose to use its greater wealth
in this manner. The fact it is wealthier, however, does not mean that it
needs to spend more.

Taken together, these factors explain, in part, why we would expect
California to rank relatively low in terms of public school revenue as a
percent of personal income. In saying this, however, we do not mean to
imply that the level of funding provided for K-12 education in the state
is adequate. Rather, the point of this discussion is simply that the state’s
low ranking, by itself, does not provide a basis for concl% ing that Califor-
nia needs to spend more for education. :

b. Other Measures of Education Funding. The NEA publication in-
cludes various measures of state support for K-12 education. Some are
expressed in dollars, while others are on a per pupil or per capita basis.
Each provides a different view of education funding in California as com-
pared with funding in other states.

For 1980-81, the NEA reports that California provided $2,382 per aver-
age daily attendance (ADA). This amount was $365, or 13 percent, below
the national average of $2,747. On this basis, California ranks 37th among
the states and the District of Columbia. Because the state provides funds
to school districts based upon the district’s ADA, many accept this meas-
ure as an accurate reflection of the state’s financial commitment to educa-
tion.

In contrast, the NEA ranks California 20th in terms of per capita state
and local expenditures for local schools during 1979-80, with Californians
providing $421.14 per capita compared to the national average of $410.28.
This amount includes funds for capital outlay.

For 1981-82, the NEA reports that local governments in California pro-
vided 19 percent of the revenue goirig to pugblic elementary and secondary
schools. This is considerably below the national average of 43 percent. As
a result, the NEA ranks California local governments 46th in terms of their
contribution to public K~12 education. Because California state govern-
ment, on the other hand, provided 74 percent of the funds for public K-12
education, it ranked 5th among the states in this category. "

The NEA rankings illustrate an important point. There are many ways
to measure education funding. A single statistic, by itself, is unlikely to

rovide a reliable basis for assessing the adequacy of specific funding
evels, and may give an impression ﬁlat, in fact, is very misleading: -

In addition, we have some concern about the reliability of the NEA data.
The NEA’s primary sources of information are the U.S. Bureau of the
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Census, the U.S. Bureau of Economic Analysis, and the NEA data bank.
Although we have not examined the Census data for K-12 revenues and
expenditures, we believe that a word of caution is in order. We recently
examined Census data collected for California’s expenditures on higher
education and found that the reported data did not accurately reflect the
state’s financial commitment. In some cases, relevant data were omitted,
and in others, untimely data were included, which in turn understated the
total contribution of California taxpayers to higher education. These find-
ings suggest that there may be similar problems with the K-12 data.
However, as of this time, we are unable to independently verify this point.

3. Achievement Test Results—What Has Been the Impact of Changes in
K-12 Funding Levels on School Performance? :

Although the level of funding provided in California for public elemen-
tary and secondary education increased in real terms during the 1974-75
through 1977-78 period and decreased in subsequent years, a direct rela-
tionship between funding and achievement cannot be found in a compari-
son. of national and California’s achievement levels during this period.

a. . California Assessment Program (CAP) Test Results. For the past
eight years, the scores from the basic skills achievement tests given to
California students in grades 3 and 6 have been increasing. Basic skills
achievement in grade 12, however, decreased through 1979-80, and has
either remained constant or has increased slightly since then, depending
on the content area tested. g

b. Scholastic Aptitude Test (SAT) Results. Table 5 compares Califor-
nia and national SAT scores for the years 1971-72 through 1981-82. Since
1971272, the SAT verbal scores of California students have declined from
464 to 425-—a drop of 39 points; or 8.4 percent. These students’ math scores
have declined from 493 to 474—a drop of 19 points, or 3.8 percent. Most
of this decline, however, occurred during the 1971-72 through 1977-78
period. Since 1977-78, mathematics scores have generally increased, and

there has been only a slight reduction in-verbal scores.

Table 5

California and National SAT Scores
1971-72 through 1981-82

. ‘ Verbal ' Mathematics
Year o California  National = Difference California  National - Difference
1971-72 464 452 12 493 484 9
1972-73 ........ 452 “45 7 485 481 4
1973-74 450 44 6 484 480 4
1974-15 e 435 434 1 473 < 472 1
1975-76 .. : 430 431 -1 470 472. -2
1976-77 427 429 -2 470 470 -
197778 427 429 -2 466 468 -2
1978-79 . ; 428 427 1 . 473 467 6
1979-80 424 424 —_ 472 466 6
1980-81 426 424 2 475 466 9
1981-82- . 425 426 -1 474 467 7

¢. Curriculum. The percentage of college-bound seniors. taking the
so-called rigorous courses is lower in California than it is nationally. Specif-
ically, the results of questionnaires given to students taking the SAT indi-
cate that a smaller proportion of California college-bound seniors take:
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e four or more years of English or mathematics;
o three or more years of a foreign language; or
o two or more years of physical science courses.

In recent years, however, the difference between these percentages has
been decreasing in all areas except the physical sciences, as California
students take more classes in these categories. While California students
are taking more physical sciences courses, the increase has been less than
what it has been nationally. '

In summary, our analysis has not identified a strong link between
achievement test results and curriculum on the one hand, and the amount
of purchasing power (that is, “real” dollars{ provided for K-12 education,
on the other hand. The basis for this conclusion is that:

e Grade 3 and 6 test scores have continued to increase in recent years,
even though the amount of real dollars per ADA had decreased.

o Grade 12 test scores have stablilized or increased during the past two
years, even though K-12 purchasing power has decreased during
these years. '

o SAT mathematics scores are higher in 1981-82 than they were in
1977-78, the year 1prior to Proposition 13’s passage, while verbal scores
are only slightly lower. '

Student academic achievement, however, is only one measure of the
performance of public schools. Other measures, such as improved inter-
group relations and the self-image of pupils and the level of school-related
crime, also affect the quality of school performance. Data on these other
measures, however, are not available at the same level of detail as academ-
ic achievement. Consequently, we have used only the achievement data
for this analysis of whether increased funding results in improved schools.

With this as background, we now turn to a discussion of those fiscal issues
facing the Legislature.

4. General Aid Apportionments, 1979-80 to 1983-84-—Has the Level of
General Support Been Adequate?

General purpose aid is allocated to school districts in California through
a revenue limit. system. Revenue limits were established by SB 90 (Ch
1406/72) to control the rate of growth in school revenues. Each district’s
revenue limit was based on actual revenues in 1972-73. Under this system
of financing K-12 education, the amount of state general aid funds allocat-
ed to individual school districts is equal to the districts’ revenue limit less
an amount equal to the district’s local property tax revenues. Funds pro-
vided under the revenue limit are intended to cover each district’s gen-
eral operating expenses. : : ,

Trends in General Aid Apportionments, Table 6 displays general aid
apportionments to school districts for .each of the five years from 1979-80
to 1983-84. (“General aid funds” includes only local property tax levies
and state aid provided through the revenue limit mechanism. Funding for
categorical education programs is not included in this category of sup-

ort.) « . S o

P The table shows that general aid apportionments are expected to in-
crease from $6,984 million in 1979-80 to $8,116 million in 1983-84, an
increase of $1,132 million, or 16 percent. During this period, local revenue
is expected to increase 51 percent, while state funding is expected to
increase 5.1 percert. -
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Table 6
General Aid Apportionments
1979-80 to ‘1983-84
(in millions)
' Four Year

Actual Actual Actual  Estimated Proposed Change

197980 195081 198182 198983  1983-84 Amount - Percent
L0Cal oveonenivmsenrsrns $1,6040 - $1.8846  $25334  $2.3753 $25549 - $8609  50.8%
5,290.2 5,365.7 5,413.6 5,430.6 5,561.2 271.0 5.1

$6,9842  $72503 = $7947.0  -$7.8059  $81161 §$L1319 16.2%
4054720 4043035 4044831 4046800 4,066,800 12,080 0.3%

Revenues per ADA i
Current dollars.... $1,722 $1,793 $1,965 $1,929 $1,996 $274 159%
. Constant dollars ® $1,722 $1,651 $1,679 $1,551 $1,504 ~ —$218 . —126%

® As adjusted by the GNP deflator for state/ loc:;tl government.
b Excludes adult ADA. _ ,

Average Daily Attendance (ADA), excluding Adult ADA, in the budget
year is projected to be 4,066,800, 0.3 percent above the 1979-80 level. As
the table shows, the greatest change is expected in 1983-84, when ADA
is projected to grow by 20,000. : ' :

When allowances are made for changes in ADA, the level of general aid
apportionments proposed for 1983-84 is still higher than it was in 1979-80.

If the actual and proposed apportionment levels are further adjusted to
reflect the declines in purchasing power brought about by inflation, the
apgarent increase in general aid apportionments becomes a reduction. As
Table 6 shows, per pupil funding adjusted for inflation is fprojected to be
$218 lower in 1983-84 than it was in 1979-80, a decline of 13 percent. In
fact, “real” general aid apportionments per ADA show a decline from the
prior year in three of the four years covered by the table.

School Finance Litigation—Serrano v. Priest and Serrano v. Riles case
still active. In 1976, the State Supreme Court ruled in the Serrano v. Priest
case that California’s system of school finance was unconstitutional. Specif-
ically, the court ruled that certain California school children were bein,
denied equal protection under the State Constitution because educationa
expenditures per pupil varied widely from district to district due to differ-
ences in the property wealth among districts. The court upheld a lower
court ruling that wealth-related disparities had to be reduced to “consider-
ably less than $100 per pupil” by -1980. s

In response to the court’s ruling, the Legislature adopted AB 65 (Ch
894/77). This measure established a new school finance mechanism de-
signed to equalize state aid and local property tax revenues. The Serrano
provisions were to become effective on July 1, 1978; however, in June. of
that year, voters approved Proposition 13. AB 65 was rendered rhoot with
the adoption of the property tax initiative.

As a result of Proposition 13’s passage, school districts experienced a
significant decline in the amount of local property tax revenues they

received beginning in 1978-79. This was because Proposition 13 limited-

property tax rates statewide to 1 percent of fair market value (exluding
amounts for servicing voter-approved debt). .

To.provide some financial assistance to local governments in li%]l;t of this
loss of revenues, the Legislature adopted SB 154 (Ch 292/78). This meas-
ure was considered a short-term “bail out™ bill. It provided to school
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districts, on average, 90 percent of the revenue limit they would have
been entitled to under AB 65. In July 1979, AB 8 (Ch 287/79) was adopted
as a long-term school finance measure, The act established the current
system of school finance which provides for the equalization of education
revenues to meet the Serrano girective. '

The plaintiffs in the Serrano case have once again challenged the consti-
tutionally of the state’s school finance mechanism, and the court has
agreed to consider their challenge. Opening stateients in the Serrano v.
Riles case were heard on December 6, 1982, by the Superior Court in Los
Angeles. The issue before the court is whether the state’s current system
olf11 financing K-12 education is in substantial compliance with the 1976
ruling. , -

In 1976, the court found that four features of the state’s school finance
system were unconstitutional: ' :

o The basic aid payments of $125 per pupil to high wealth school dis-

tricts. : C '

o The right of voters of each district to approve tax overrides and raise
additional revenues.

o The fact that identical tax rates in different school districts. yield
different levels of revenues for schools because of wealth-related fac-
tors. . : , .

o Wealth-related disparities between school districts in per pupil ex-
penditures. ‘ o R

Two of the four issues addressed by the court in 1976 are now moot, due
to the limitation on property tax rates imposed by Proposition 13.

In response to the plaintiff's challenge, the state maintains that the issue
before the court is: Have wealth-related expenditure differences been -
reduced to insignificant levels? .

A final decision by the lower court is expected in the late spring of 1983.

5. Increasing K-12 Iiévenue’s—‘Whui Is the Impact on the State’s
General Fund? ’

The -Governor’s Budget proposes that the General Fund contribute
$8,086 million to support the state’s K-12 education system in 1983-84. A
10 <i)ercent increase in General Fund support above the Governor’s
Budget would require an-additional $809 million in state tax revenues or
a redirection of a like amount from other programs supported by the
General Fund. This increase would provide an additional $192 per pupil
to school districts statewide. .

In 1979-80, support for K~12 education totaled $2,611 per pupil. In the
budget year, tota.lp funding per pupil is proposed at $3,204. Over this peri-
od, however, the state has experienced significant inflation, and it would
cost an additional $151 per pupil in 1983-84 to maintain the purchasing
power of 1979-80. If we multiply this added cost by the projected ADA for
1983-84 (4,224,000), we find that the total cost of maintaining the purchas-
ing power of 1979-80 would be $639 million. This amount would be in
addition to the $544 million already provided in 1983-84 budget for a
cost-of-living adjustment (COLA). : ‘

These examples are provided to illustrate the fact that increasing K-12'
revenues to afl districts in the state requires a substantial increase in
General Fund costs. Even a modest increase of $10 per student would cost
the General Fund $42.2 million. Because K-12 education is allocated 37
percent of General Fund expenditures in the budget, the Legislature may

_ wish to consider alternative revenue sources to provide more funds for
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education rather than to provide a nominal percentage increase in school
support at significant General Fund costs. .

6. Potential Sources of Additional Revenve for K-12 Education—What
Alternative Revenues Can Be Provided to School Districts?

School districts currently receive funds to cover their general operatin
expenses from three primary sources: (1) the state General Fund; (2) loc
property taxes, and (3) federal grants. For the most part, the district has
no control over the amount it receives from these three sources. This is
because the amount of funding provided through the revenue limit fund-
ing mechanism 1is determinec% Ey the state through a mathematical for-
mula designed to equalize funding on a per-pupil basis statewide.

Districts may receive additional revenue from the sale of property,
equipment and bonds, cafeteria and other fees, and interest earned on
invested cash. Some of these revenue sources are under the direct control
i)f tlie school district, while others are controlled at the state or federal

evel. :

Even so, there is relatively little opportunity for a district to increase the
amount of revenues it can spend in any meaningful way. Because of the
tax rate limitations imposed by Proposition 13, no district can increase
revenue from the local property tax in order to provide more funds for its
schools. In any event, such an increase would not result in an increase in
education revenues available to the district because the amount of state
funds provided through the revenue limit would be reduced by a corre-
sponding amount. Furthermore, under current state law, school districts
are not authorized to impose any other taxes to supplement their reve-
nues.

Given their inability to raise funds locally, even when consensus exists
at the local level that additional funds should be made available for educa-
tion, districts have no choice except to turn to the Legislature in order to
secure additional funds. These requests for additional funds usually seek
larger cost-of-living adjustments (COLA) to a/l districts’ revenue limits as
a way of providing more funds for education. Such an approach, however,
fails to differentiate among districts with respect to their relative needs.

One possible source of funds to finance additional expenditures by local
districts is the state’s General Fund. Given the condition of the General
Fund at the present time, however, the chances of providing significant
additional funding from this source are small in the absence of a tax
increase. For this reason, the Legislature may wish to consider alternative
sources -of revenue for augmenting local education expenditures.

In the discussion that follows, we identify four general areas in which
additional revenues for K-12 education could be found. In evaluating each
of the possible sourceés of funds, we believe the Legislature should consider
the following: ' 3

o Will the source provide a sufficient amount of revenues to make a

difference at the local level? A funding source capable of producing
only modest amounts of additional revenue would.not provide mean-
ingful discretion at the local level, and might not make any noticable
dilgference' in terms of performance. Furthermore, a source that is not
available to all districts could run afoul of the Serrano requirements.

o Is the method of collecting the additional revenue easily adminis-
 tered? i, for example, imposition of a new tax or fee required the
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creation of a new bureaucracy, or a significant expansion of an existing

. bureaucracy, the additional revenue generated might not be com-
mensurate with the costs incurred.: ,

o Will the method of collection create unintended or undesirable side
effects? Tax policies or fee programs that can be easily circumvent-
ed may result in inefficient allocation of resources, or merely shift
problems from one jurisidiction to the next. ‘

o Will the revenue source yield different amounts for the same level of
effort, due to wealth-related factors? The state Supreme Court ruled
in Serrano that the state’s school finance system was unconstitutional
because it linked school district revenues to district wealth. This rul-
ing, however, does not prevent the state from adopting an allocation
system that equalizes a district’s ability to raise tax revenues, even if
the value of the revenue base across districts is different. :

These considerations should be kept in mind in evaluating each of the
four potential revenue sources described below. L

a. Reallocate Existing Resources From Other Local Entities to Schools.
One option available to the Legislature is to reallocate a larger share of
local property tax collections from cities, counties, and special districts to
school districts. These funds, of course, would have to be provided outside
of the revenue limit if the amount of money available to districts is to
increase. The inevitable result of this option is that other local programs
now supported from the property tax would have to be reduced.

b. Educational Foundations. Many school districts have established
educational foundations to raise additional revenues for their schools. How
these additional dollars are spent is determined by local officials or by the
foundation’s governing board. Many of the foundations provide money to
school districts without any strings attached, while others limit the use of
funds such as by stipulating that no funds may be spent to increase em-
ployees’ salaries. In some districts, the foundation provides funds directly
to classroom teachers. , . o

Currently, there is no state policy on educational foundations.

c. Fees. The collection of fees for particular services is another source
of revenue for K-12 education. Some districts have established fee

schedules for extra curricula activities such as band and sports. Others

have levied a fee for transportation services. The revenue from these fees
flow directly to the district, and are not offset by reductions in state aid
under the revenue limit. o

There is, however, some question about the legal authority of school
districts to levy fees. On November 4, 1982, the Second District Court of
Appeal in Los Angeles ruled that the Santa Barbara High School District
could not levy an extracurricular activity fee on its students. This decision
has prompted some districts to rescind similar activity fees. The Legisla-
ture could authorize districts to levy fees for specified activities and serv-
ices, thus clarifying the districts’ authority to avail themselves of this
potential revenue source. ‘

d. Local Taxing Authority. Another source of revenue for K-12 educa-
tion could be provided if the Legislature authorized school districts to levy
and collect a tax for the general purposes of the district. This would allow
districts in need of supp ement£ funds to secure these funds from those

ersons that stand to benefit from higher expenditures most directly—the
ocal taxpayers—rather than from the state. Thus, in addition to reducing
demands on the General Fund, local taxing authority would allow a great-
er match between a district’s desires for educational revenues and tax
effort.
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The Legislative Counsel has opined that a school district’s governing
board may levy and collect a tax, other than an ad valorem property tax,
for the general pur;l)oses of a district only if authorized to do so by the
Legislature. Counsel cautions, however, that the form such a tax could
take might be limited by the principles set forth in the court’s Serrrano
v. Priest decision. This decision held that wealth-related expenditure
variations among districts is unconstitutional. In making this ruling, the
court adopted assessed valuation per average daily attendance as the
measure of wealth. Counsel is uncertain whether a court would approve
alocal tax imposed on something other than real property on the basis that
it was not wealth-related.

7. Alternative School Finance Allocation Systems—How Should Revenues Be
Allocated to School Districts? ’

In the previous section we discussed some of the revenue sources other
than the state’s General Fund that could be tapped to provide additional
funds to school districts. In this section, we identify some alternative
mechanisms for distributing revenues to school districts that the Legisla-
ture might wish to consider. These systems could be used either in place
of or along with the current revenue limit system for distributing funds.
Which allocation system is best depends on the goals that the Legislature
wishes to achieve. o

The primary purpose of any school finance allocation system is to allo-
cate revenues to school districts. Beyond this purpose, however, the Legis-
lature might wish to achieve other objectives, such as the following:

o Compensate for Differences in the Wealth of the Districts. School
finance systems designed to minimize exgenditure differences attributa-
ble to differences in district wealth can be divided into two categories:
those that equalize a district’s ability to generate educational revenues
and those that equalize actual educational revenues. The systems in the
first category accommodate different preferences for education by pro-
viding different funding levels, depending.u;ion the willingness of the
local residents to tax themselves. Systems in the second category insure
that each district receives an equal amount of funding, regardless of local
preferences. ’ ’ ‘

o Compensate for Differences in District Costs. This policy objective

‘recognizes that different types of districts incur different levels of costs in
providing educational services. For example, a school district located in a
sparsely populated rural area may incur significantly higher transporta-
tion costs than a district located in an urban area. Similarly, a high school
district offering a full complement of laboratory science courses ma&'nincur
significantly higher costs than an elementary district. A school finance
system responsive to this policy objective would provide relatively more
money to those types of districts that, for reasons beyond their control,
incur higher costs, while providing relatively less money to those types of
districts whose circumstances allow them to operate at a lower cost.

o Provide for Students With Unique Needs. A school finance system
which seeks to achieve this objective would provide additional funds to
school districts having students with special needs, on the basis that these
students require services above and beyond general education in order for
them to realize their full educational potential. The additional funds could
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be provided either as part of the district’s general revenues or separately
as a categorical grant. In either case, however, provision of the additional
funds would depend on proper identification of those students with .
unique needs. Consequentlp , some form of eligibility criteria, either state-
wide or local, would be required if this policy objective were to be served.

o Encourage Particular FEducational QOutcomes. Though seldom
viewed as a means of encouraging desirable educational outcomes; school
finance systems can be deésigned in such a way as to reward districts for
exemplary performance in teaching students particular subjects. Districts
whose students, say, perform better than the statewide average on stand-
ardized tests, or show substantial improvement in terms of their test scores
over time, could receive a supplemental award. This reward would act as
an incentive for other districts to improve their programs. o

School finance systems generally ‘incorporate features designed. to
achieve many of these educational policy objectives. This usually results
in a very complex school finance system. In the following section, we
discuss California’s current school finance system, and the ways in which
it seeks to achieve the goals identified above.

a. California’s Allocation System. General purpose aid is allocated to
school districts through a revenue limit system. This system provides to
each district a combination of state General Fund money and local proper-
ty tax revenues. These funds are intended to cover the general operating
expenses of the district. . '

The primary objective of this system is to allocate funds to school dis-
tricts in such a way as to comply with the Supreme Court’s directive in
the Serrano case: that expenditure differences stemming from district
wealth be reduced. The system provides for differential cost-of-living ad-
justments (COLA) to each district’s per pupil revenue limit, depending
upon the relative level of the district’s revenue limit in the previous year.
Districts whose revenue limits are above the statewide average receive a
smaller COLA than those below the statewide average. Over time, all
school districts are brought closer to the statewide average.

The revenue limit system, however, also recognizes differences in the
costs incurred by different types of districts. Because a high school district
is more costly to operate than an elementary district serving the same
number of students, the state’s revenue limit system provides additional
funds to the former. Similarly, small school districts are usually more costly
to operate than large school districts, because they are unable to exploit
fully the economies of scale. Again, the state’s revenue limits reflect this
difference. - ' :

California’s school finance system also provides for students with unique
needs. Additional funds for these students are distributed not through the
revenue limit, but rather through categorical programs. For example,
handicapped students receive services through the Master Plan for Spe-
cial Education. This program has a separate funding system that is based
upon historical expenditure rates and current services level. Students who
require additional language instruction receive services through the
state’s bilingual program which obtains some of its funding through the
Economic Impact Aid program. }

While Califérnia does not have a direct fiscal mechanism designed to
encourage particular educational outcomes, there are programs which are
designed to improve skills in certain subject areas. For example, the state
provides funds for reading specialists under the Miller-Unruh reading
program, and funds are provided to develop the vocational skills of stu-
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dents through Regional Occupational Programs and Centers.

b. Options for New Allocation Systems. 'We have identified four alter-
native systems that could be used, either instead of or in addition to the
current system, to allocate funds for K-12 education. These alternatives
are: '

¢ program funding,

e pupil weighting, ~

« vouchers, and

e district power equalizing ;

Program Funding. Under this alternative, a model school expenditure
program would be used to allocate education revenues. The system would
allocate funds based on the costs of individual program components, such
as instruction, administration, maintenance, and materials. For example,
the funding mechanism for instruction would be tied to a model approved
by the Legislature that specifies (1) the length of school day and the school
year, (2) the school curriculum, (3) the average class size, and (4) teacher
salary. Factors such as differences in teacher seniority among districts and
the needs of some districts for reduced class size to serve pupils with
special needs could then be used to adjust the model in order to determine
individual district allocations. If this type of model were used, some cate-
gorical aid funding could be consolidated into a single allocation to individ-
ual districts, since adjustments in the curriculum or class size components
would compensate for the relative needs of each district.

The main advantage of a program funding model is that the Legislature
could specify how increased funding should be allocated. The main disad-
vantages would be the complexity of the system and the potential loss of
flexibility by school district officials and employee representatives in the
collective bargaining process.

Pupil Weighting. A pupil weighting system recognizes differences in
the costs of providing services to pupils with differing needs. In general,
the “average” pupil would have a weight of 1.0, and the amount of reve-
nues proviged?or the education of this pupil would be equal to this factor
multiplied by the base funding level. Weights would then be added to the
1.0 factor, to reflect the added cost of providing services to different types
of students in different settings. For example, the 1.0 factor might corre-
spond to a regular education student in an elementary district. The differ-
ential for a high school student might equal .25, thus bringing the high
school factor to 1.25. The cost of providing special education to a student
might warrant a special education factor of 2.0. Under. this system, the
district would be required to identify all students that qualify for the
additional weights, and would receive state aid based on the total weight-
ed ;l)lupil count and the average base funding level. ==

The main advantage of a pupil weighting system is that the Legislature
could consolidate all categorical aid programs into a single allocation. The
main disadvantages are that (1) it would establish incentives for districts
to misclassify students in order to obtain greater state aid, and (2) it would
be difficult to audit the use of funds to ensure that any additional funds
provided on account of additional weights were actually spent on in-
creased services to the target pupils. ,

" Vouchers. A voucher program would allow the child and parent to
choose among various educational offerings, and use the voucher as pay-
ment for the child’s educational services. This program could be imple-
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mented on a statewide basis covering both public and private schools, 6t
it could be restricted to public schools alone. The choice could be restrict-
ed even further to allow for a choice only among specified classes, such
as music, art, and drama. This system could be designed to meet the
special needs of each student by providing vouchers having different
values. For example, handicapped students could receive vouchers having
a higher value than those provided to nonhandicapped students, in recog-
nition of the higher cost of providing special education services. In addg.i-
tion, vouchers could be used to encourage students to take additional
classes in particular subject areas. Thus, this system could accommodate
consumer preferences while providing incentives. A school system,;
however, might have planning problems if a significant part of its revenue
were dependent upon choices made under a voucher system. In some
years, a district would have to dismiss staff to reflect decreased interest in
certain subjects, and at the same time hire new staff to provide for new
interests. .

District Power FEqualizing. A District Power Equalizing (DPE) pro-
gram would equalize the ability of each school district to raise educational
revenues, but would not equalize the actual amount of revenues received.
Under a DPE system, the state would guarantee each district a predeter-
mined amount of revenues per pupil for a given tax rate, regardless of the -
tax base of the district. (In most states using a DPE program, the tax is
levied on real property, but the system would worl? for any object of
taxation.) The districts, however, would not be required to levy the same
tax rate. Those with a higher preference for education would be permitted
to levy a higher tax rate and raise more revenues, while others would be
able to spend less on education and tax themselves at a lower rate. :

Because the state would guarantee that equal tax rates would yield
equal revenues, those districts whose tax base is inadequate to raise the
revenues sgeciﬁed by the guarantee would receive additional funds from
the state. Conversely, districts whose tax base was able to provide funds
in excess of the guarantee would lose the excess revenues to the state. In
most states using DPE, recapture of excess funds is not required.

'The primary advantage of this system is that it allows school district
residents to affect the level of educational revenues-available to the dis-
trict. On the other hand, this system would not accommodate preferences
of the Legislature as to how these funds should be expended.

If additional revenues are provided for K-12 education or the Legisla-
ture decides to modify the current allocation system, these four alterna-
tive school finance allocation systems could be used to allocate the new
revenues or reallocate existing funds.

8. School Facilities Funding—Should Alternative Funding Sources be Provided
for K-12 School Construction? '

a. Background. Prior to the passage of Proposition 13 on the June 1978
ballot, local school districts financed the construction of elementary and .
secondary school facilities by either issuing school construction bonds, or
by obtaining a loan from the state under the State School Building Aid
Erogram. In either case, district voters had to approve the borrowing

eforehand. : . ,

Funds borrowed from the state or private sources were to be repaid
from progertly tax revenues. Generally, this meant that the district bor-
rower had to levy an additional property tax, in order to provide adequate
security for the bonds or loans. Proposition 13, however, eliminated the
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ability of local school districts to levy additional special property tax rates
of the type previously used to pay off indebtedness. Consequently, school
districts can no longer issue construction bonds or participate in the State
School Building Aid program. ,

Because of this, the Legislature revised the Staie School Building Lease-
Purchase Act so that districts could continue to receive state aid in financ-
ing needed school facilities. Under the act, the state no longer provides
loans to school districts; instead, it provides what are “quasi-grants”. Spe-
cifically, the state funds the construction of new school facilities and rents
them for a nominal fee to local school districts under a long-term lease-
purchase agreement that calls for title to the facility to be transferred to
the district nolater than 40 years after the rental agreement is executed.
In most.cases, the rent paid to the state consists of one dollar a year, plus
any interest earned on state funds deposited in the county school lease-
purchase fund on behalf of the district. Because this amount is usually
nominal in comparison to the amount of state aid provided, the state
essentially is'providing a grant for school construction, rather than a loan,
to school districts.-.

The School Building Lease-Purchase program currently provides most
of the financing for school construction in the state. Some districts, howev- -
er, are using various alternative financing techniques, discusséd later, to
provide part of the funding for some school facilities. =~

b.. Five-Year Funding.. Under the old State School Building Aid pro-
gram, the state sold more than $2.35 billion of general obligation bonds
over a 26 year period to fund school construction through loans made to
local school districts.’ T . '
~ The State School Building Lease-Purchase program began funding
school .construction projects during 1980-81, utilizing" tidelands oil an
General Fund revenues. In November 1982, the voters acted to supple-
. ment this program by approving the sale of $500 million in state bondg to
finance school construction (Proposition 1). ‘

Chart 3 shows the past and projected dollar amount of state allocations
to school districts for school construction. The ¢hart shows that from 1979-
80 through 1983-84, apCE)roximately $228.0 million authorized by current
statute will be allocated to school districts, with an additional $325.0 mil-
lion of the $500 million in Proposition 1 bond funds to be used for this
Eurpose in-the current and budget years. (The remaining $175 million in

ond funds will be available in 1984-85.) thus, by the end of 1983-84,
allocations from this program since its inception will total approximately
$553.0 million. = R

c. The Need for School Construction. Atthe present time, there is no
reliable estimate of the state’s long-term need for school construction
which the Legislature can use as a basis for establishing legislative priori-
ties. This is particularly true with respect to the need to renovate existing
school facilities and the backlog of (Eaferred maintenance.

What is available are statistics on requests from school districts for state
aid to ‘build new school facilities. As of November 1982, 286 school con-
struction funding applications were on file with the Office of Local Assist-
ance (OLA), seeking $380.8 million. Of the projects covered by these
applications, 109" ($132.3 million) were for projects that were ready to
begin construction. The remaining projects were still in the planning
stage: '
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Chart3
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b1980—81. 1981-82 and 1982-83 allocations to school districts are based on the State Controller's records.. The $125.0 and the
$200.0 million in 1982-83 and 1983-84 respectively, represent additional funds which could -be made available for schoot con-

struction under the provisions of Proposition 1. Therefore, total aflocations for school construction in.1982-83 could be' $237.5 million

For the current and budget years combined, the Department of Gen-
eral Services™ Office of Local Assistance (OLA) estimates the ‘aggregate
need for new school construction to be approximately $1.0 billion. Wzinl e
our review indicates that this estimate is reasonable, the estimate also
assumes that all of the forecasted construction need will be submitted to
the State Allocation Board for funding in either the current or budget
year: This forecast, however, is an estimate of the aggregate need for
school construction at one point in time, and therefore, some of these
projects may not be submitted for state aid until sometime after 1983-84,
and would therefore be funded from future resources appropriated for
this }%urpose. ' -

Table 7 shows that approximately $437.5 million is expected to be avail-
able for meeting the OLA’s estimate of needs, leaving approximately
$564.7 million to be financed. If the proceeds from all of t e‘remaining
bond sales authorized by Propostion 1 ($175.0 million) are used to fun

these projects, the unfinanced balance of the need identified by OLA -

would be $389.8 million. ‘ ‘ ’
d. Proposition 1 Issues—Should Proposition 1 Bond Revenues be Sub-

Ject to the Same Requirements as Tidelands Oil Revenues? As men-

tioned earlier, the voters at the November 1982 election approved
Proposition 1, which authorizes the sale of $500 million of general obliga-
tion bonds for the purpose of financing K-~12 school construction. The
roposition specifies that no more than $150.0 million of these funds can
Ee used for the rehabilitation of existing school facilities. Consequently,
between $350 million to $500 million will be available for new school
construction. ‘ ' '
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Table 7

Projected Need For and Funding of New School Construction
{in thousands)

1982-83 1983-84 Totals
1. New School Construction needed, as estimated by
OLA $485,287 - $516,930 $1,002,217
2. Projected funding available for school construction )
A. Governor’s Budget : 112,496 112,496
B. Proposition 1 : 124 985 199,985 324,970
Total Funding $237,481 $199,985 $437,466
3. Balarice for which funding is not available in current . :
and budget years : $247,806 $316,945 $564,751
Unused borrowing authority available under Proposi-
tion 1 .... ; $175,000

4. Remaining Unfunded Balance ............ ersesssniesemsssssns ' ' $389,751

Our analysis indicates that the approval of Proposition 1 by the voters
has raised several important issues which need to be resolved by the
Legislature. These issues are as follows: (1) will districts be required to
contribute an amount equal to 10 percent of a project’s cost, (2) what
funding source will be used for servicing the school construction bonds,
and (3) will districts be required to sell surplus school sites prior to receiv-
ing state aid. . :

The 10 Percent Match. Under the current Lease-Purchase law, school
districts are required to contribute either 10 percent of a project’s costs .
in the first year, or 1 percent of its cost per year for 10 years. The law which
established this requirement, however, was applicable only to those
projects financed from tidelands oil revenues, and will not be applicable
to projects financed using Proposition 1 bond funds. We find no analytical
basis for exempting certain projects from the 10 percent local district
match requirement solely because they are being funded from the pro-
ceeds of bond sales, rather than from tidelands oil revenues. In our analysis
of K-12 school construction, we recommend that legislation be enacted
requiring a local contribution toward all projects financed with Proposi-
tion 1 funds. ' , .

Debt Service. The second issue raised by Proposition 1 relates to the
source of funds for paying off the bonds issued under the measure.

. The proposition specifies that funding to service these bonds shall come
from the State School Building Lease-Purchase Fund (SSBLPF). Original-
ly, the bill placing the measure before the electorate was double-jointed
with "AB 3005, wiich provided an additional allocation of tidelands oil
revenues to the SSBLPF to cover the cost of servicing the bonds. AB 3005,
however, failed passage. Moreover, the Governor’s Budget provides no
funds (other than the proceeds from bond sales) to the SSBLPF, leaving
the fund without the resources needed to pay the interest and part of the
principle on the $125.0 million in Proposition 1 bonds to be sold during the
current year. Consequently, the Legislature will have to apgropriate addi-
tional money to the SSBLPF or use State School Deferred Maintenance:
funds to fund the debt service on the bonds in 1983-84. : '

e. Alternative Funding Options for School Facilities—Should State Law
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be Amended to Provide Certain Additional Alternatives for the Funding
of School Construction? There are a number of options for increasing
the amount of funds available for school construction in 1983-84.
For example, local school districts could, under existing law:
« Sell, lease, or exchange existing surplus school sites.”
o Establish nonprofit corporations to sell school construction bonds
(commonly referred to as the Poway Plan).
« Impose special taxes such as those authorized by Article XIIIA of the
Constitution. . ;
¢ Use private financing for new school facilities. ,
Additional options could be made available to local school ‘districts
th{ﬁggh statutory or constitutional changes. For example, the Legislature
could: : ; .
¢ Ask the voters to approve an amendment to the Constitution author-
izing a special property tax for the purpose of funding debt service
payments on bonds issued to finance school construction. o
« Authorize the use of tax increment financing by school districts.
e ?ut(lllorize increased use of developer impaction fees to raise needed
unds.
o Authorize increased utilization of existing school facilities.

In the following sections, we describe the various options for increasing
the amount available for school construction, beginning with those options
having greatest potential to generate additional funding. Following this
discussion we identify alternatives for making the amount available for
school construction go farther by reducing the cost of individual projects
‘so that a larger number of districts can receive funding,.

Property Taxes. The first option for raising additionaf revenues to sup-
port. school construction would require that the electorate approve an
amendment to the state constitution authorizing special property tax as-
sessments to generate the money needed to service school construction
bonds. As stated earlier, Proposition 13 effectively eliminated the ability
of local school districts to issue bonds or borrow from the state under the
State School Building Aid program. By amending Article XIIIA of the
State Constitution, this ability could be restored. : :

This option has several advantages. First, it would provide local school
districts with an opportunity to raise substantial amounts of new construc-
tion money within a short period of time. This would allow them to finance
a substantial portion of their unfunded school construction needs. Second,
it provides districts with much more flexibility, by allowing them either
to construct new facilities or to rehabilitate existing facilities, dependin;
on the costs and benefits of each alternative. Third, it would reduce ad-
ministrative costs by eliminating the paperwork associated with the filin,
of applications for state School Building Aid funds. Fourth, it would avoi
having some communities subsidize others by providing for the benefici-
aries of school construction projects to pay the cost of these projects them:
selves. In contrast, under the current funding mechanism, every
Californian pays the cost for school facilities which benefit only the resi-
dents of the local school districts receiving state school construction aid.
Fifth, this option would free tidelands oil funds for other uses. Sixth, it
would make local school districts more accountable to those they serve,
since voter approval is necessary before bonds can be sold: e

The one potential drawback to this option is that the courts might strike
it down as a violation of the Serrano v. Priest decision. Specifically, the
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courts might hold that the new property taxes raised are subject to equali-
zation among school districts. This would tend to reduce or eﬂim.inate some
of the advantages identified above.

Our analysis of this option indicates that it offers far more advantages
to the public and state government than disadvantages. For this reason,
in our analysis of K~12 school construction we recommend that the Legis-
lature enact legislation placing such a constitutional amendment on the
next statewide ballot.

Tax Increment Financing. A second option for increasing school con-
struction funds is to authorize school districts to use tax increment financ-
ing to service school construction bonds.

_Tax increment . nancing has been used by cities and counties for more

than 30 years to rehabilitate physically deteriorated neighborhoods and to
revitalize city centers. Generaﬁ , land is assembled through eminent do-
main to provide the infrastructure needed to support development such
as streets, lights, and sewers. When these projects are begun, the property
tax base is “frozen”, and the incremental tax revenues resulting from
increased property values and new construction are used to fund the
interest and principle on the bonds which were initially issued to finance
these projects. Pre-existing government entities, such as counties, cities,
speciaf districts, and school districts, continue to receive property tax
revenues from property owners in the area where the assessed valuations
have been “frozen”, based on the level of assessed values at the time when
the construction projects were launched.

Once all loans and bonds issued to provide the initial financing for the
construction projects are repaid, all property tax revenues (including the
increment) revert to the regular taxing entities, and the projects are
effectively concluded. :

Under this option, school districts would be given the statutory author-
ity to-use tax increment financing for the purpose of constructing new
school facilities; and the tax increment would be shared with the locally
affected city or county to repay them for the cost of constructing necessary
adjacent projects such as streets, sewers, and lighting.

Specifically, a local school board would be given the authority to use tax
increment financing only where vacant land is being subdivided for the
first time, and only in the specific attendance area whose children will
benefjt from the construction of the new school. Prior to the use of this
financing technique, the school board would be required to have com-
pleted: (1) the final plans and cost estimate for the school facility to be
constructed and (2) an agreement with the affected city or county for the
sharing of the tax increment so that infrastructure projects adjacent to the
new . construction—such as sewers and streets—can be financed.

After the debt service for the specific school construction project has
been fully funded, the authority to use tax increments financing would
automatically terminate. To enforce these provisions, the Legislature may
wish to require State Allocation Board approval of the initial construction
plans and of any changes thereof; and/or the Legislature may want the
State Allocation Board to oversee the local school board’s use of the tax
increment financing option. ' v

The principal advantage of this option is that it would enable certain
school districts to raise substantial amounts of new construction money in
a short period of time. The main disadvantage of this option is that it would
result in increased initial costs to the state’s General Fund. In effect, a
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portion of the property tax revenues that school districts would have
collected in the absence of the use of tax increment financing (for exam-
ple, the revenues attributable to the annual increase in assessed valuation)
would be redirected from the district to the school construction project.
Under current law, the state would have to replace these redirecteg funds,
increasing costs to the General Fund. These costs, however, could be
offset, in part or in whole, by the costs avoided in not having to fund new
school construction or reilagilitation. '

Once the project is complete and the use of tax-increment financing
terminated, the larger property tax base which would result in the area—
in part due to the construction of the new school—would result in savings
to the state because the increased revenues accruing to the school district
would offset an equal amount of state aid. To assure that these savings are
realized, the Legislature would need to include in any new legislation

rovisions which require the termination of tax increment financing once
glebt cslervice for the specified school construction project has been com-
pleted. ! :

This option would be feasible only in those areas where vacant land is
available for residential development, such as on the fringes of cities. This
is because Proposition 13 placed limitations on the reassessment of real
property, and sufficient tax revenues from the increment would be gener-
ated only where vacant land is being developed.

Developer Impact Fees. Another option for increasing school con-
struction funds would be to make greater use of developer impaction fees.
Some school districts now receive developer impaction fees pursuant to
the provisions of either SB 201 of 1977 (Government Code Section 65974),
- alocal ordinance, or the California Environmental Quality Act (CEQA).

Under SB 201, a city or county may adopt an ordinance requiring deve-

lopers to dedicate land or pay fees to mitigate the impact of their housing
developments. The proceeds from these fees must be used to finance
temporary elementary and secondary school facilities which are used until
construction of permanent facilities is completed. These fees typically
range from several hundred dollars to $3,000 per house.
- Under CEQA,; an environmental impact report (EIR) is required on
any project that may have a significant effect on the environment. If the
EIR indicates that a particular development will cause a negative impact
on service areas of a city or county, the developer is obligated to remedy
the impact by either mitigating or avoiding the adverse effects. In cases
where a school district will be adversely affected, an unofficial agreement
between the developer and the impacted school district to mitigate the
effects usually is reached. This agreement typically calls for a fee to be
levied on each parcel of property within the development and/or the
dedication of land for classrooms and related facilities for elementary or
secondary schools. Mitigation fees are paid directly to the school district,
and can be used to fund either interim or permanent school facilities.

The assessment of mitigation fees has been criticized by the building
industry on the basis that they add to the cost of housing, and that the
amounts of these fees have differed widely between school districts. On
the other hand, imposition of these fees can be justified on the basis that
the residents of the new housing development are the ones responsible for
the school overcrowding, and the ones who benefit from the construction
of new facilities designed to eliminate crowding.

The Legislature may wish to authorize greater use of developers’ fees
as a means of raising the revenue needed to finance school construction:

o
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This could be accomplished through legislation which (1) allows the as-
sessment of SB 201 fees for permanent as well as temporary facilities, (2)
authorizes school districts to assess fees or take other appropriate meas-
ures to mitigate the adverse effects of development as part of the Califor-
nia Environmental Quality Act.. In our analysis of K-12 school
construction, we recommend. that legislation be enacted to authorize ex-
panded-use of these fees. - '

Sales of Sites. One option for increasing school construction funds that
is -already available to local school districts is for a district in need of
additional facilities to sell, lease, or exchange existing surplus school sites.

A survey by the Office of Local Assistance in the spring of 1981 indicates
that there are 682 unused school sites in the state, comprising at least 9,072

-deres. Some of this acreage is (or soon will be) needed for school construc-
tion purposes. Other sites 'may have negligible market value. Many .of
these sites, however, could be sold to yield si%niﬂc'ant revenues. Further-
. more, sites which may. be needed for school construction in the future
could be leased until such time as they are needed.

Existing law implicitly recognizes. ti;.is source of financing for school
construction. It prohibits state {"undmgl of school construction projects in
cases where the district is holding surplus land the need for which cannot
be established. Existing law also requires that non-use fees be charged in
cases where a school site is not being used. Furthermore, in cases where
the state has an interest in the surg}us propert{, the district frequently is
authorized to retain the proceeds from sale or lease of the state’s interest
when these funds will be used to finance new capital outlay or deferred
‘maintenance projects in compliance with state standards.

The provision of existing law that requires the sale of a surplus site
_ applies only to those district projects which are funded from tide?ands oil
revenues. It does not apply to projects funded from the proceeds of Propo-
sition 1 bond sales. The Legislature may wish to extend this provision to
projects funded from Proposition 1 and require districts (where possible)
to consider the rezoning of property. to maximize its sale/lease or ex-
change value in order to maximize the effectivéness of this alternative
financing option, Also, the Legislature may wish to require districts to sell
or lease all unjustified surplus schools. In our analysis of K~12 school con-
struction, we recommend that the provisions of existing law regarding the
.. sale of surplus school sites be applied to projects financed from Proposition

1 bond funds. . | ,
... Increased Utilization of Construction Funds. An additional option for.
meeting the facility needs of more districts is to increase the utilization of
the school construction funds that are already available, thereby allowing
additional projects to be funded. One alternative for accomplishing this
involves the determination of architectural fees, v
- The fees paid architects for designing school facility projects are equal
to a percentage of the projects’ incremental cost. Because of the way
architectural fees are determined, architects have a strong incentive to
design facilities which utilize the full amount of the construction budget
allowed under State Allocation Board regulations. Although school dis-
tricts are required to finance either 10 percent of a project’s cost in the
first year, or pay 1 percent of project costs each year over a 10-year period,
our field observations suggest that this matching requirement doés not
provide sufficient incentive for districts to construct the most cost-effec-
tive buildings. :
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One way to make existing state construction funds go farther, would be
to provide additional incentives for reducing the cost of supported con-
struction. This could be done by (ﬂ) placing the required district matchin
percentage of project cost on a sliding scale and (2) providing addition:
compensation to architects to the extent they design projects costing less
than the amount allowed by the State Allocation Board. For example, the
re%uir'ed district matching percentage of project cost could be based on
a sliding scale such that the district match would range from 5 percent of
the project’s cost when it is 85 percent of the State Allocatiori Board
construction cost allowance, to 15 percent when the cost reaches 100
percent of the allowance. Presently, school districts must provide 10 per-
cent in matching funds. This slidying match option essentially rewards-
districts for constructing more cost-effective buildings. _

_ As a second example, architects could be paid an additional 2 percent
over their marginal percentage fee for the amount of cost savings their
project designs achieve from the State School Building Aid cost allowance;
with the additional fee being paid out of the state share of the resulting
construction cost savings amount. By encouraging less-costly construction,
these steps would allow the state to fund additional school construction
projects. ’

Because of the significant advantages to be gained from these options,
we recommend in our analysis of K-12 school construction that they be
implemented. . :

Other Plans. Other alternatives for increasing the amount of money
available for school construction include: ;

¢ The Poway Plan—Under this plan, a nonprofit corporation is estab-
lished to sell bonds and build school facilities. The corporation then
leases the completed facility to the school district. The bonds are
financed through owners’ development liens or property assessments
that are based on the size, rather than the value, of real property in
the district. : :

o Special Taxes—Article XIIIA of the Constitution allows local districts

- (with the approval of two-thirds of the voters), to impose special
taxes, provided these taxes are not based on the value or transfer of
real property. One school district in California has been authorized by
the voters to impose a special tax for the purpose of financing interim
school facilities. This authority could be extended statewide for school
construction. :

e Private Financing of School Facilities—School districts can obtain
financing for school construction by entering into either a sale-lease-
back with purchase option agreement, or a lease with purchase option
agreement with (1) private lending institutions; (2) limited partner-
ships comprised of attendance area residents, or possibly (3) a non-
profit leasing corporation established bﬁ the state. Under this option,
title to the facility would be retained by the private investors until
either the lease term is completed or the purchase option is exercised.

In summary, we believe the following options offer the greatest poten-

tial for providing additional school construction funding: -

» Authorize special property tax assessments for the purpose of servic-
ing school construction bonds.

o Use tax increment financing to raise additional reverues.

o Increase the use of developer impaction fees.

o Sell, lease, or exchange surplus school sites.
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« Reduce the cost of school facility grojects now funded by the state so
- that more projects can be funded.

We believe that use of the Poway plan, special taxes, and private financ-
ing for school facilities, while feasible, have less potential for raising signifi-
cant amounts. of new school construction funding.

Although several of these options have been used by some school dis-
tricts, they have not been utilized as widely as they could be. Discussions
with district officials indicate that many of them are simply not aware of
these options. This could be corrected if either the Department of Educa-
tion or the Department of General Services prepared a handbook describ-
ing these options and how they can be implemented.

f. Alternative Eligibility Standards—Should State Allocation Board Eli-
gibility Standards Require the Prior Investigation of Alternative Funding
Options Before Projects are Eligible for State Aid? Another approach to
addressing the facility needs of local school districts—one that does not
require additional funds—is to make greater use of existing facilities.

For example, the need for new school facilities could be mitigated if
school districts either instituted year-round school sessions, or, where fea-
sible, entered into agreements with adjacent school districts to place
‘pupils in underutilized schools of the adjacent district.

Currently, there is no requirement for districts to seriously investigate
these types of options before applying to the state for school construction
aid. This tends to result in greater, and sometimes unnecessary, demands
being placed on the State School Building Aid program by local district
officials, and also reduces the amount of state funds available for essential
groje‘cts. Consequently, the Legislature may wish to require that districts

e required to show why none of the options for: (1) financing school
facility construction local{y or (2) expanding the use of existing district or
neighboring district facilities, are feasible when applying for state aid. This
would: result in the maximum conservation andp leveraging of existing
‘State School Building Aid funds, the maximum utilization of existing
school facilities,-and contribute to increased cost-effectiveness in the way
public funds are used.

B. POLICY ISSUES AND OPTIONS

In this part of the overview, we review policy issues and options facing
the Legislature in 1983. Specifically, we discuss:
o categorical education aids and their place in the state’s system of
~school finance;
« the adequacy of the state’s educational curriculum and means for
improving it; -
collective bargaining and the su%ply of teaching personnel;
~violence and vandalism at the school site; and
the impact of state mandates on local districts and students.

1. Categorical Aid Programs—How Can Categorical Aid Programs be Most

Effective?

One policy issue that the Legislature will be faced with during this
session is: how can categorical aid programs be modified to (1) increase
services to eligible students, (2) make expenditures more effective, (3)
increase district flexibility in allocating these revenues, and (4) ensure
legislative: goals are met?
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Our discussion of this issue is divided into four parts: (1) whatlevels of
funding have been provided for state categorical aids since 1979-80? (2)
should categorical aid programs be consolidated? (3) should school dis-
. tricts be given greater flexibility in administering categorical programs?
- and (4) should the Legislature establish a performance bonus under cate-
gorical aid programs? e ‘ L
-a. State-Funded Categorical Education Programs—How Funding Has
Changed. ' Federal and state funds frequernitly are provided to local school
. districts under programs intended to achieve specific educational objec-
tives or goals. Typically, these categorical programs-are used to fund (1)
the cost of specific activities, such as child nutrition or (2) the cost of
specific academic services, such as resource specialists in-special ‘educa-
tion. : S S T '
The 1983-84 Governor’s Budget proposes $1.83 billion in state categori-
cal aid to K-12 districts. This amount excludes (1) $807 million in federal
categorical assistance, which is allocated through the State Department of
(Iillducation and (2) federal funds which are allocated directly to school
istricts. : '
Table 8 displays the funding history for state categorical local assistance
during the 1979-80 through 1983-84 period. The table indicates that cate-
orical assistance is expected to increase by approximately 30 alpercent
uring this period. The largest program expansions are in Special Educa-
tion, Child Care, Staff Development, and State Mandates. Funding for
these activities is: proposed to increase by $278.5 million, $50.2 million,
$10.6 million, and $11.0 million, respectively. Increases in the other cate-
gorical programs primarily reflect inflation adjustments, rather than pro-
gram expansions. The only large reduction is in Child Nutrition, which is
expected to decline by $11.7 million during this five-year period.

. Table8 . ST
Five. Year Funding for State Catégorical Education Programs—Local Assistance
{in millions) " : S
Actal ~ Actual  Actual  Fstimated Budgeted - _5 ¥r Change
‘ ' 197980 198081 196182 198083 198384 . Amount - Percent
Court and Federal Mandates............. $141.9 $1509  $1287 $1287 - S1404 -$15  <L1%

School Improvement.......... 1353 1524 167 . 1627 - 170 - 274 - 202
Economic Impact Aid ... 1426 - 1615 1717 1T 91 T 04
Miller-Unruh ..oovercssesseeres 140 153 162 162 162° .22 . 157
Native-American Education.... 03 3. 03 03 R
Demonstration Programs .. 30 - 32 36 - 36 ¢ 86%7 .06 200
American Indian Centers.. 06 0.7 08 08 08 02 333
Adult Education .. 1417 1489 1584 1480 - 1493 ‘76 54
Special Education..... 491 6395 - 725 T2 1216 2185 620
- Curriculum Services 11 L1 09 09 100 =01 =91
Instruction Materials 384 43 409 409 407 - 23 60
Staff Development .......ueuusmmmienine 21 31 25 197 127% . 106 - 5048
Child Care ) -

(Includes Federal Funds) ... 1765 207.3 2203 220.2 267 502 284
Child Nutrition ...ousessssene 386 338 54 26.1 269  -1L7 - <303
Urban Impact Aid ... 62.1 634 . 580 671 691 70 0 113
State Mandates ....... 33 434 27 714 143° 110 3333
Gifted & Talented ... 137 155 1638 168 168% 31 26
Driver Training.......uesmsiorssssrsemssssseserns 172 183 173 178 178 06 35
Preschool 958 285 30.1 303 322 64 248

Totals $14073  $17204 L7908  $18194 - $1,8289 ‘$421,6 - 308%

a Proposéd for inclusion in the State Educational Block Grant.
® Funds included in item 9680-101-001

»
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b. Consolidating Categorical Aid Programs—Should Categorical Aid
Programs Be Consolidated? Inrecentyears, there has been much debate
over how funds for K-12 education should be provided to local districts.
Some. of those involved in this debate favor the categorical approach.
Others favor a block grant funding system. A third group, midway
between the first two, favors consolidation of selected categorical pro-

- grams. Generally. this group advocates combining related categorical pro-
ams into a single broader categorical Frogram in .order to provide
istricts with more flexibility in the use of state aid.

The Legislature has established a process for considerin%)on a regular
basis whether state-funded educational programs should be continued
unchanged, consolidated with other programs, or eliminated. It did this by

~setting “sunset dates” for various programs in AB 8 (Ch-282/79). Table 9
lists the programs subject to this process and the sunset date for each.
: Table 9
Sunset Dates for Categorical Education Programs
Termination date of June 30, 1985: ‘
Driver training .
‘Instructional television
Environmental education
Adult education
Career guidance centers
Transportation ) :
Termination date of June 30, 1954:
Miller-Unruh Basic Reading Act of 1965 ‘
Demonstration programs in reading and mathematics
School improvement program
Professional development centers and staff development centers
Economic impact aid :
Termination date of June 30, 19585
Urban impact aid
Bilingual education
Child care and preschool programs
Instructional materials
Termination date of June 30, 1986:
Indian education centers
Indian early childhood education
Gifted and talented education
Termination date of June 30, 1957:
_ Special education for individuals with exceptional needs v

Existin%llaw stipulates that the programs listed in Table __ will termi-

. nate on the sunset date if the Legislature does not enact legislation to
continue the program. If the Legislature should decide not to extend a
program bei;ond its sunset date (1) all relevant statutes and regulations
governing the program become inoperative except for those related to
parent advisory committees and school site counsels, (2) all funds avail-
able under the proiram-are required to be disbursed according to existing
formulae, and (3) the SDE is required to apportion and monitor the funds.

Under the present system, most programatic decisions of local school
boards are subordinate to the Legislature because through categorical
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funding, the Legislature has directed (1) what type of pupils will be
served through categorical programs, (2) the instructional methodologies
to be used, (3) the level of resources to be allocated to the program
statewide, and (4) the distribution of the resources among school districts.

Under a full block grant, programs such as Economic Impact Aid (EIA& ,
would no longer be restricted to specific activities nor targeted to pupils
needing compensatory and/or bilingual education as the Legislature cur-
rently directs. Instead, a block grant would simply allocate to school dis-
tricts, for any use, the amount of funds previously appropriated through
EIA. This approach provides the maximum amount of district flexibility
but results in the Legislature having no ability to target the funds for
statewide priorities. Rather the Legislature’s priorities would be subordi-
nate to the local districts’ priorities. v

If the Legislature wants to provide greater program flexibility to school
districts, however, sunset provisions could Ee used to effect a-partial
“block grant” approach without surrendering all legislative direction. Un-
der such a system, state assistance would be targeted for pupils and/or
educational goals, but districts would be allowed to mix various funding
sources and determine how each pupil would be served. Although this
approach would lessen legislative and SDE oversight of the funds, there
would still be a greater degree of state control than under a complete
block grant. This alternative approach of not extending programs beyond
their sunset dates would exempt school districts from restrictions on the
types of activities which could be funded. Legislative direction that funds
continue to serve specific pupils and that the funds be allocated to certain
school districts would, however, remain in effect.

c. Flexibility in School District Decision Making—Should School Dis-
tricts Be Given Greater Flexibility? Funding for many state and federal
categorical education programs is allocated directly to individual schools.
Short of the partial or full block grant approach previously discussed, the
Legislature may want to consider granting school districts flexibility in
implementing specific portions of some categorical education programs.
In order to grant:this type of flexibility, the Legislature would need to
adopt legislation changing individual portions of the law relating to each
program.

Inability to Transfer Categorical Funds Between Schools. Although a
few programs targeted to specific categories of students allow funds to
“follow the student” in the event he/she changes schools, generally the
ability of district administrators to shift school-based funds from one school

. to another when the school’s needs or pupil population change is limited.
For this reason, district administrators frequently complain that the man-
dated allocation of funds to specific school sites under programs such as
the School Improvement Program (SIP) and Economic Impact Aid for
State Compensatory Education (EIA-SCE) is inefficient.

The issue of mandated allocation can best be seen in connection with
the Economic Impact Aid program. Funding under the EIA-SCE compo-
nent is targeted to specific schools, regardless of whether pupils enrolled
at the beginning of the year transfer to other schools. This means that
individuai upils in need of compensatory education may not be served
if they enroll in a non-EJA-SCE school. This is not the case, however, under
the Economic Impact Aid for Limited English Proficient Pupils (EIA-
LEP) component. These funds can be allocated to schools by districts,
based on an approximation of the number of LEP pupils at each school.

Problems with program funding rigidity are more acute under the Fed-
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eral ECIA Chapter I program. This program provides funds only to identi-
fied Chapter I schools. Again, this means that certain pupils in need of
compensatory education are excluded from comﬁ)ensatory education pro-
grams because of the school they attend. Furthermore, our field inter-
views indicate that these funding rigidities discourage school districts
from rearranging school service area boundaries to achieve economies or
improve educational services, because if a Chapter I pupil is transferred
to a non-Chapter I school, the puEil will lose Chapter I services.

Clearly, the Legislature is not able to change federal program restric-
~ tions. On the other hand, the Legislature could restructure some of the
state’s categorical education programs so that districts are given greater
flexibility. Specifically, districts could be given the flexibility either to (1)
allocate funds to only some schools having the greatest need for each type
of program to serve all pupils on a school-wide basis, or (2) allocate funds
to all schools to serve only those pupils identified as warranting assistance
under the program (as is done in EIA-LEP and federally-funded Migrant
Education). Such an action could, however, significantly change the im-
plementation and the goals for a program from the original legislative
intent because in the first case some pupils not meeting current eligibility
standards could be served and in the second case there could be a reduc-
tion in funds for highly impacted schools but more students being served.

Inability to Waive Prescriptive Program Requiremients. In creating
new categorical education programs, the Legislature has sought to encour-
age innovation and experimentation by providing school districts with a
procedure for obtaining a conditional waiver of portions of the Education
Code. Chapter 1310, Statutes of 1982, for example, authorizes experimen-
tal bilingual education programs in up to 300 classrooms during 1982-83,
and in up to 700 classrooms during 1983-84 and thereafter. Along with
waiver provisions pertaining to specific programs, Ch. 1298/82 and Ch.
100/81 authorize any school with a variety of programs to seek a waiver
allowing it to coordinate these programs through the School-Based Pro-
gram Coordination Act. '

- Qur analysis indicates that the authorization for districts to apply for
waivers has done little to increase the districts’ program flexibility. Al-
though the Legislature authorized up to 300 experimental bilingual educa-
tion classes during 1982-83, no experimental classes are being offered.
Although 21 districts were interested in offering an experimental bilingual
education class, only one district’s lp))lan was approved. Even that district
is not offering experimental classes because of a dispute with the SDE over
evaluation techniques. .

While a signiﬁcant number of districts are seekinaf waivers through the
School-Based Program Coordination Act, our analysis indicates that in
few, if any, cases has the waiver provided significant educational program
flexibility capable of leading to innovation and experimentation. Of the 89
School-Based Program Coordiation waivers approved by SDE for 1981-82,
over 90 percent pertdined to either Driver ESucation or the date of the

Veteran’s Day holiday. _ . ‘

- Why have so few ec{ucational innovations been sought by districts? Our
field interviews suggest that it may be because of the way in which the
SDE has implemented the waiver procedures. Several district administra-
. tors have indicated to us that in the case of bilingual education (1) the
SDE gave districts too little time—only 20 days—to submit a letter of
intent setting forth its proposed plan, (2) the 10-phase application process
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was so complex and required so much information that it discouraged
applications, and (3) the SDE made approval of a waiver plan contingent
u%(;‘n adoption by the district of some additional program components
which some districts considered too costly. o

‘Other factors that may discourage innovation on the part of the districts
are:

e collective bargaining requirements, which prevent some aspects of a
district’s educational program, such as class size, from being changed
without the concurrence of the employees, and ,

¢ the parent advisory councils that are mandated by some of the cate-
gorical programs, which may be unwilling to approve programmatic
changes. , o

d. Performance Bonus Plan—How Can Improved Schools Be Reward-

ed? State and federal categorical aid programs almost always provide
funding for either (1) specific activity costs—such as school transporta-
tion, driver training, and child nutrition—or (2) specific academic services
—such as special education, compensatory education, and gifted and tal-
ented education. Categorical funding for academic services is almost al-
ways based on pupil characteristics, such as mental or physical handicaps,
socioeconomic status, or language proficiency. The intent of the fundin
is to increase education services in order to overcome deficiencies an
thereby provide equal opportunity for academic achievement. Under
most categorical programs,%owever, funding for these services continues,
regardless of whether academic achievement increases or decreases rela-
tive to expected achievement. Consequently, no additional funding or
reward is provided if one school succeeds in significantly increasing pupil
achievement compared to other schools with the same pupil characteris-
tics. ‘ S
In order to provide a greater incentive for school success, a new categor-
ical aid program could be established for rewarding schools whose per-
formance is better than what would be expected given the characteristics
of students attending these schools.

Standards for Performance Bonuses. A performance bonus categorical

aid program would operate as follows:

¢ The performance level to be rewarded and the measurement process

- would be clearly identified. This would ensure that all schools had
adequate knowfédge of what they must accomplish in order to be

. rewarded. . :

o All schools which accomplish the specified performance level would
be rewarded with the same predetermined funding amount. This
would provide schools with a clear picture of what the financial pay-
off would be for success. ‘ : ' :

¢ The performance bonuses would be provided each year. This would
require all schools to earn the reward each year rather than being able
to receive funds for prior success. ERT ,

o The performance level would be determined on the basis of relative
‘achievement growth compared to similar schools. This would ensure
that (1) schooﬁrwith a history of high performance are compared with
similar schools, and would have to demonstrate even higher perform-
ance in order to recéive rewards and (2) schools with a history of low
peformance could also receive a performance bonus if they were able
to significantly increase their performance, even though their abso-
lute performance level might continue to be below the statewide
average.

42—76610
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Implementation Issues. Prior to implementing a performance bonus
categ(gical aid program, the following questions would have to be an-
swered: ‘ v

o What types of student performance should be tested as the basis for
awarding the bonus? Only basic skills and achievement could be test-
ed, or other factors, such as Fupil self-image or improvement of the
school environment in the form of reduced school crime could be
measured as well. ’ ‘

o How should the different factors be weighted in determining overall
performance? '

o How should school corlljlfarison groups be determined? One option
would be to use the California Assessment Program’s expected range
of achievement for each school as the basis for grouping schools.

e How much of a performance increase should be acﬁieved before a
school could receive a bonus? Either the increase in the average

‘nurnber of correct answers on the standardized test, or a relative
measure such as the change in percentile ranking, could be used.

o How much should the bonus be and how should the bonus bé calculat-

ed? The bonus would have to be small enough to be affordable, and

large enough to provide an incentive. A bonus of $100 per school

' Erobably would not be an effective incentive to raise performance. A

onus of $100 per ADA probably would be an effective incentive, but

it would cost $40 million if schools with 10 percent of the state’s ADA

" qualified for the bonus. ”

o ‘Who at the school could determine how the bonus will be spent? The
funds could be given either to the site council or the principal for
expenditure. _

« Should restrictions be placed on how the bonus could be spent? The
state could allow the funds to be spent as teacher salary bonuses, or
instead could limit expenditure to specified items, such as deferred
maintenance or equipment. :

Time Required for Implementation. Because of (1) the number of
issues that would have to be resolved before a performance bonus categor-
ical aid program could be established, and (2) the time needed by schools
to prepare for it, the program could not be implemented quickly. Rather,
implementation would probably require at least a year of planning and
test development after the issues identified above had been resolved

‘through authorizing legislation. Even more time would be needed to
implement the tfﬂ)lrogran'l at secondary schools, because of the more diverse
curriculum of these schools. Consequently, if the Legislature decides to
implement a performance bonus categorical aid grogram for 198485, the
planning and development for the program would have to start in 1983-84.

2. Curriculum Issues—How Can the School Curriculum be Improved?
Earlier in‘this analysis (see Table __), we presented Scholastic Aptitude
“Test data on scores showing that California’s high school seniors score
about the national average in verbal aptitude and slightly above the na-
tional average in mathematics aptitude. In addition, the data show that
average scores, both nationally and in California, have declined signifi-
cantly during the past ten years. :
In this section, we discuss possible means to increase student achieve-
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ment through (1) increasing graduation requirements, (2) requiring in-
. creased proﬁciency standards, (3) increasing the school day ang year, (4)
increasing summer school programs, and (5) lowering class size. In addi-
tion, we discuss high school employment training programs and how these
programs relate to the academic curriculum. '

a. Graduation Requirements—Should Requirements be Stregthened?

State Graduation Requirements., Under current law, the state specifies
that in order to receive a high school diploma, students must (1) meet a
locally developed basic skills proficiency standard and (2) have completed
coursework in English, American history, American government, math-
ematics, science, and physical education. The state, however, does not
have rigorous content standards for any of these courses. Furthermore, the
state does not prescribe any amount of time that must be spéent on the
required subjects, other than physical education, in order to meet the
graduation requirement. Consequently, both the time requirements for,
_ and content of, the specific courses that a student needs in order to qualify

for graduation are £eternﬁned by local school district governing boards.

Local Graduation Requirements. During Spring 1982, the State De-
partment of Education conducted a sample study of high school cur-
riculumn graduation requirements established by local school boards. Table
10 displays the results of that sample study for selected subject areas.

Table 10
Years of Courses Required for Graduation for Selected Subject Areas

Average Maximum Minimum
imall in any in any

Districts District District
English 3.14 4.00 - 2.00
Mathematics : 1.30 2.00 1.00
Science - 113 2.00 0.75
Social Studies 2.78 4.00 . 150
Foreign Language ' 0.03 0.50 0.00
Physical Education _ . 2.54 4.00 1.00

As shown in Table _, the average graduation requirements for math-

ematics and science are approximately half the average requirements for
“social studies and physical education. ‘

If a high school were to offer only the statutory minimum day of four
periods, the average student would have to devote 70 percent of his/her
school time over four years to meet the graduation requireiments, leaving
30 percent available for electives. Assuming an average day consisting of
5.7 periods (as found in the study), students would have to spend approxi-
mately half of their school time in required classes while the remaining
half would be available for electives. Other resuits from this sample study

- indicate that based on total units required for graduation, ap(iroximately

40 percent are in mathématics, English, science, and social studies, approx-
imately 16 percent are in nonacademic areas such as physical education,
and the remaining 44 percent are from elective courses which can include
additional academic courses as well as job training and work experience
education.

State Board of Education Graduation Model. The State Board of Edu-
cation is currently discussing a model high school graduation curriculum
that would encourage school districts to increase their graduation require-
ments. Table 11 compares the average requirements found in the SDE




1306 / X-12 EDUCATION , o Item 6100

DEPARTMENT OF EDUCATION—Conhnued

study with the model bemg cons1dered by the state board for selected
subject areas.

Table 11

Companson of Course Year Graduation Standards for Selected- Subject Areas

‘ Average State Board Increase

Found of - Proposed
in SDE Education . by the

S » Study " Model® State Board

English........ : v 34 400 0.86
Mathematics .......... R ' 1.30 - 300 170
Science.. : 113 2,00 087
. Social Studies' - 278 . 3.00 , 022
Foreign Language ! . 0.03 . 2.00. S 197

8 In addition to these courses, the board mcludes a year of vmual and performing-arts and a semester of
computer literacy in.their model requirements.

- As shown in Table 11, the state board’s model would 31gmﬁcantly increase
graduation requirements in all of these subject areas except social studies.
In order to implement the board’s model, school districts would have to
either reduce elective graduation units or increase total graduation units
and the amount of time students spend in school. Because increasing total
student time in school would require additional revenue, the most likely
result, if schools were to adopt the model standards, would be a reduction
in elective course units required for graduation.
Issues in Graduation Requirements.” If the Legislature determines that
high school graduation requirements should be increased or made more
rigorous, the following issues will have to be addressed: :

s Is there an adequate number of qualified teachers to staff the courses
that students will need in order to graduate?

¢ Should content or- competency ‘standards be used to unprove the
curriculum, rather than increased course time?:

« Should increased academic graduation standards be funded by fund-

. ing increases or by redirections from either (1) ex1st1n% nonacademic

. courses; such as aghyswal education or(2). existing elective courses

- such as vocational education? - -

e Should . increased academic graduatlon standards be mandates or
_guidelines?

‘e Would increased standards result i in mcreased student absenteeism or
" higher drop-out rates?

- We have no analytical basis for addressmg some of these issues. The
question of whether funding should come from new revenues or a redirec-
tion of existing revenues, for example, is a policy issue, as is the guestion
of whether increased or more ngorous standards should be mandated or

imply adopted as guidelines. Additionally; we have no data that would
ena le us to estimate the potential effects of increased or more rigorous
standards on student absenteeism and drop-out rates. We do, however,
have data on some of the other issues, which are discussed below.

T eacberSuppIy. Our analysis of the supply and quality of mathematics
and science teachers indicates that unless (1) the roduct1V1ty of existing
teachers is increased through either increased class sizes or requiring
them to teach add1t10nal classes, (2) teachers choose to continue teaching
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beyond the normal retirement age, and (3) more teachers become quali-
fied in these subject areas, there will be a shortage of mathematics and
science teachers within the next 10 years, even if graduation course. re-
quirements in these subject areas are not increased. R

Course Time. Research conducted by SDE and others shows that, in
general, increased student time on task in a subject area leads to increased
achievement in the subject. area. This general conclusion, however, does
not apply directly to general subject area %raduation requirements. This
is because course #itle does not always explain course content. For exam-
ple, the University of California (UC) has in the past used the titles of
courses taken in high school by those seeking admission in determining
whether a course met entrance requirements. UC has discovered, howev-
er, that title is not a sufficiently accurate description of content, and has
started to require specific course content before it will recognize a course
as meeting entrance requirements. Other than the standards UC is devel-
oping, however, there is no statewide content standards for high school
courses in California. Consequently, if the Legislature intends to increase
student competence by either requiring specific course time or providing
additional funds for additional academic coursework, this goal might not
be achieved unless course content and student mastery of that content is
specified.

b. State Proficiency Standards—aAre District Standards Sufficient to
Meet the State’s Interest to Ensure that Students Have Adequate Academ-
ic Skills Before Graduating From High School? As discussed above, the
state could either specify the amounts of eoursework required in specific
subject areas or specify content mastery, in order to improve graduation
standards. Currently, as a means of promoting competence in communica-
tion and computation skills, the state requires that (1) local school districts
establish their own basic skills proficiency standards and (2) students meet
these standards before they are eligible to receive a high school diploma.:

Our analysis indicates that there are wide differences.in the minimum
Eroﬁciency standards adopted by different districts. As a result, students

aving the same proficiency often are treated differently at the end of
their senior year. Some (those in districts with relatively lax standards) are
permitted to graduate, while others (those in districts with more rigorous
standards) are denied a diploma. More importantly, the absence of any
statewide standards leaves the Legislature with no means to ensure that
: gﬁa ‘sitate’.s goal of promoting the specified skill competence is being ful-
ed. _ ;

We believe that both the state’s interest and local districts’ interest in
promoting pupil proficiency can be promoted most successfully if the
Legislature (1) establishes a state minimum proficiency standard for high
school graduation and (2) allows local school districts to set standards that
are higher than the state minimum, whenever such higher standards are
desired. The state standard would be used as the basis for awarding high
school diplomas, while the local standard could be used for ensuring that
local school districts are -accountable to the district’s residents. :

Furthermore, as the Legislature identifies new proficiency needs, such
as computer literacy, standards designed to assure proficiency in these
areas could be incorporated into the statewide graduation requirement
without the need for the Legislature to specify whether one year or one
semester of additional coursework was required.

c. Lengthening the School Day and the School Year—Will More School
Time Improve Achievement?. Currently, the amount of time California
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students attend school is less than the national average, in terms of both
the length of the school day and the number of days in the school year.
For 1980-81, the average school day in grades 1-12 nationwide was 325
minutes and the average school year was 178.5. days. In California, the
average school day was 296 minutes, and the school year averaged 176
days. This difference results in the average California student spending
nearly 100 fewer houéigf)er year in school than the average student nation-
wide. (Actually, the difference is even larger than this because California
tends to pull the national average down. The average school day/school
year: for the other 49 states exceeds 325 minutes/178.5 days.) -

. Itis generally agreed that additional instructional time is likely to result
in increased achievement. We do not believe, however, that adding addi-
tional class time to a number of courses, such as by lengthening each class
by five to ten minutes, would prove effective. Rather, our analysis of
recent California Assessnent Program (CAP) data indicates that any addi-
tional time added to the school day would make the greatest contribution

_to student achievement if it were devoted to a single subject area. For
example, the annual CAP report on student achievement shows that at the
sixth grade level, an additional hour per day of writing and language
instruction results in (1) a 4.8 percent increase in correct answers on the
CAP reading test items and (2) a 4.5 percent increase in correct answers
on the written lan‘iuage test items. Significant increases were also found
to result from additional hours of instruction per day in mathematics,
science, and social studies instruction. :

d.- Increasing Summer School Programs—Should Summer School Pro-
grams Be Expanded? . Increasing the scope of summer school programs
is another means of increasing the amount of time students spend receiv-
ing instruction in a specific subject-area. Currently, the state requires
school districts ‘with any of the grades between 7 through 12 to offer
summer school programs to students who (1) have not met Eroﬁciency
standards or (2) are graduating high school seniors who lack sufficient
units to graduate. ’ :

While it is difficult to predict how the additional time gained from
increasing the school day and school year would be used, the Legislature
could exert a considerable degree of influence over how the time gained
from a more extensive summer program would be used. For example, if
the Legislature determined that not enough eighth grade students have
the opportunity to take the prerequisites needed to satisfy the UC’s en-
trance requirements during high school, it could authorize summer school
for eighth grade students needing those prerequisites.

Expanding summer school programs would, of course, result in in-
creased costs. We estimate that for 1983-84, each 1 percent of grade 1-12
ADA participating in a 30-day summer school program would cost approx-

- imately $7.4 million. . ' :

e. Reducing Class Size—Is It Practical To Reduce Average Class Size?
Past research has indicated that another means for increasing student
achievement is to significantly reduce class size, so as to increase student-
to-teacher interaction time.

According to the National Education Association, during 1980-81 Cali-

- fornia had the second largest average class size in the nation. Reducing
average class size, however, is extremely costly. For example, if California
reduced its average class size from 22.17 students per teacher (the average
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in 1980-81) to 15.13 students per teacher—the ratio in the state with the
12th smallest average class size—it would increase operating ‘costs alone
approximately $1.43 billion. In addition, there would be significant one-
time costs to provide additional classroom space.

We believe that it might not be necessary to reduce the statewide
average class size by this much in order to increase the level of achieve-
ment statewide to the national average. .

Targeting Class Size Reductions. Based on the results of the California
Assessient Program, the achievement of California’s elementary students
is equal to the national average. It is in grades 7 through 12 that the
achievement of the state’s students suffers relative to students nationwide.
By 12th grade, students are achieving at a level well below the national
average. If, as is indicated by the data, the deficiencies in the state’s
educational program are primarily in grades 7 through 12, it is in these
grade levels that reductions in class size would have the greatest potential
payoff in terms of closing the gap between California and the rest of the
nation. -

. Furthermore, it would not be necessary to reduce the size of al/ classes
in these grades in order to secure gains in achievement since the reduc-
tions in class size for physical education, work experience, and the per-
forming arts, while perhaps desirable, would have little or no efféct on
basic academic skills achievement. Therefore, if the Legislature wishes to
increase basic academic skills achievement, it might wish to consider class
size reductions for mathematics, science, and English classes in grades 7
through 12. '

Based on SDE estimates, the current grade 9 through 12 average class
size ratios for mathematics, science, and English are 27.6, 27.3, and 26.4,
respectively. Assuming that these averages also prevail in grades 7 and 8,
the state would need approximately 2,100 additional mathematics teach-
ers, 1,200 additional science teachers, and 3,500 additional English teachers
in order to reduce each of these ratios by five students per teacher. The
total annual cost of reducing the average class size in these areas would
be approximately $102 million.

We note, however, that even if current class sizes are maintained, there
will be a shortage of qualified mathematics and science teachers within
the next ten years. Lowering class size, therefore, is not a feasible option
for increasing grade 7 through 12 basic academic skills achievement until
a significant number of additional mathematics and science teachers
become available. ; ‘ -

f. Employment Training Programs—Are they Effective, and Do they
Complement Academic Preparation? The state will spend in excess of $1
billion in K~12 and community colleie districts on employment training
programs in 1982-83. These public school vocational education programs
may be classified into the following four categories: ﬂ '

o Secondary School-Based Vocational Education Courses. These are
tﬁpically basic introductory courses, such as wood shop, auto shop, metal
shop, typing, and home economics. They are funded by revenue limits (an
estimated $291 million in state and local funds in 1981-82) and federal
Vocational Education Act (VEA) funds ($33 million). - - "

o Regional Occupational Centers and Programs (ROC/P) Courses.
These provide job-related training in a variety of occupational areas for
high school pupils and adults. There are 67 ROC/Ps in the state. They are
funded on the basis of revenue limits, at a cost to the General Fund of
$153.6-million in 1982-83. ' '
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o Adult Education Vocational Courses.  These courses, administered
by K-12 school districts, provide training for adults in a variety of occupa-
tional areas. They are funded on the basis of revenue limits at an estimated
cost of $40 million in 1982-83.

o Community College Vocational Courses. These provide training for
adults in a variety of occupational areas. They are funded on the basis of

‘fevenue limits at an estimated cost to the state and districts of $567 million
in 1981-82, supplemented by federal VEA funds ($25 million)."

Effectiveness of School Vocational Training. In spite of the high rate
of unemployment, California currently is experiencing labor market
shortages in several occupations, such as-electronics assembly, data proc-
essing, and the machinist trades. This serves to indicate the importance of
reviewing the public school vocational education curriculum in the con-
text of the demand for, and supply of, labor in the marketplace.

Our review has identified serveral issues in connection with vocational
education programs which the Legislature may wish to consider:

o Should the school-based vocational education program be eliminated
in favor of the ROC/Ps in order to make voeational education more
relevant to the labor market? The school-based program consists
largely of general introductory courses, such as wood shop and metal
shop, whereas ROC/P courses tend to be more closely tied to specific
occupations and to job opportunities. On the other hand, the school-
based courses enable the pupil to acquire fundamental vocational
skills which can serve as a basis for more specific job-related training.

e Does the state have adequate control over the vocational education

- curriculum to ensure that it is responsive to the needs of the labor
market? Our review indicates that there is a need for new criteria
governing ROC/P and Adult Education course approval. OQur analysis
of ROC/Ps contains a recommendation to address this problem.

‘e« Does the state funding system operate in a manner which is consistent
with the goal of ensuring that vocational training courses are respon-
sive to the requirements of the labor market? Our review indicates
that certain characteristics of the funding system for ROC/Ps may
preclude the achievement of legislative goaf;. Consequently, we in-
clude in our analysis of ROC/Ps a recommendation to establish a pilot
project to evaluate a different method of funding.

Vocational Education and Academic Preparation. Critics of school-
based vocational programs have argued that pupils having low academic
achievement frequently are channeled into vocational education prior to
acquiring competency in the basic academic skills. Although we have no

“analytical basis to determine the extent to which vocational education
inhibits; or acts as a substitute for, academic preparation, we believe this
issue warrants legislative review. Specifically, the Legislature may wish to
address the following two issues: : _ :

« Should successful completion of a high school pupil proficiency exami-
nation be a prerequisite for taking vocational education courses? This
would ensure that schools concentrate on providing pupils with a
minimum level of academic skills prior to providing them with voca-
tional education. Fundamental academic skills facilitate vocational
training, and are generally necessary for occupational success regard-
less of one’s vocational skills.

o Should Work Experience Education be accepted as part of the mini-
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mum school day? General Work Experience Education typically con-
sists of a job during “after-school” hours, with no requirement for
related classroom instruction. In our analysis of vocational education,
we recommend elimination of the statutory provision which permits
this component of Work Experience to satisfy the minimum school
day requirement, :

3. School Perionnel—Do Curréhi School .Personn'el Procedures Meet ihé
Legislature’'s Goals? o

In this section, we discuss two of the more significant issues affecting
school personnel: accountability under collective bargaining and teacher
supply and quality. T

a. Collective Bargaining—Is Accountability and Responsibility for Col-
lective Bargaining Appropriately Located? The current system of collec-
tive bargaining for public school certificated and classified employees was
established by the Rodda Act—Ch. 961/75. Implementation of the Rodda
Act, together with subsequent interpretations and extensions by the Pub-
lic Employees Relations Board (PERB), has resulted in major changes in
the nature of employer-employee relations. The Governor’s Budget re-
quests $9,493,000 to reimburse school districts for the costs they will incur
in 1983-84 as a result of the duties imposed on them by the Rodda Act.

A primary impact of the Rodda Act was to change the decision-making
process for’ Personnel policies from a unilateral (school district) to a bilat-
eral (school districts and exclusive representives of employees) process.
The process, however, is not a “pure” collective bargaining process be-
cause existing employee benefits and protections have been codified, and
are therefore excluded from the scope of collective bargaining. The effect
of this policy has been one-sided, in that it tends to favor employees at the
expense of management (the local school districts). While ‘it requires
management to negotiate on issues involving salary and benefits levels, it
prevents management from seeking changes in certain other conditions
of employment that would seem to be legitimately subject to the bargain-
ing process. These conditions of employment iniclude tenure and timing
of notice of layoffs. o Lo

At the time the Rodda Act was implemented, school districts revenues
were determined primarily by the districts themselves. As a result, the
districts were responsible for raising the funds needed to pay for the salary
and benefit increases they granted. Often, this would require a local tax
increase. Thus, the primary responsibility for determining wages, benefits,
and working conditions rested with the same level of government respon-
sible for funding the cost of the package. , : _

Passage of Proposition 13, however, changed this dramatically. While
districts were still required to negotiate with their employees, they found
themselves with no fiscal discretion as a result of the proposition’s limit on
the property tax rate. In effect, the districts’ ability to fund the increased
costs resulting from mandated negotiations was taken away. As a result;
districts still negotiate over issues such as salaries and benefits, but have
no responsibility for financing the consequences of the negotiations.

This tends to put pressure on the state’s General Fund to cover—either
directly or indirectly—the increasing personnel costs ineurred by school
districts through the collective bargaining process. In effect, the employee
organizations come to the Legislature to meet and confer on the funds
that will be available for wages, benefits, and working conditions. And
while the Legislature can respond to this pressure by increasing school
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app(irtionme_nts,'it cannot control the allocation of these funds at the local
level. . : : s

In our judgmient, this arrangement is unsatisfactory, in that accountabil-
ity to the public is weakened. Residents of a local school district cannot
hold the Board of Education accountable for decisions regarding salaries,
bernefits, and working conditions since decisions on these matters are
shaped by action taken at the state level. The residents, however, are not
able to hold their legislative representatives accountable either, since the
actual agreements are negotiated locally. - : g

To restore greater accountability, we believe more responsibility for
financing collective bargaining agreements needs to be returned to the
school district level. A : R ‘

For this'to happen, of course, the schools would have to be given access
to new revenue sources at the local level. In our earlier analysis of fiscal
issues and options facing the Legislature, we identify alternative revenue’
sources which the Legislature could rhake available to school districts.

b. Teacher Supply and Quality—How Can an Adequate Supply of
Qualified Teachers be Guaranteed? ; ,

Supply. More and more, school districts are finding that there is a
shortage of qualified mathematics, science, bilingual, and special educa-
tion teachers. Although some existing teachers are responding to these
shortages by switching to these specialities, the shortages are expected to
continue and are likely to become acute during the next 10 years as public
school enrollments increase and teachers retire or leave the profession.

‘A recent State Department of Education - (SDE) report on school dis-
trict professional staff characteristics shows that approximately 14 percent
of the professional staff is age 55 or older. Assuming all of these employees
retire in the next 10 years, there will be a need to fill over 27,000 positions
to maintain professional staffing at current levels without regard to new
staff that may be needed as a result of increased enrollment or reductions
in average class size. : ‘

In the areas of mathematics and science, the report indicates a need for
approximately 1,400 mathematics subject area teachers and 640 science
sul%ect area teachers to replace retiring teachers during the next 10 years.
In contrast, the University of California and the California State University
report that 174 public university students currently are in science teacher-
training programs and 97 students are in mathematics teacher-trainin
programs. Consequently, unless (1) more people become qualified an
are willing to teach in these subject areas, (2) current teachers choose to
continue teaching beyond normal retirernent age, or (3) the teaching
loads of ecurrent teachers are increased either by increasing class sizes or
increasing number of classes that they must teach, there will be a shortage
of qualified mathematics and science teachers in the next 10 years.

Quality. At the same time that teacher supply in various subject areas
is becoming a problem, the quality of those entering the teaching profes-
sion is being brought into question. Nationally, the average verbal and
mathematics scores for those college-bound high school seniors who take
the Scholastic Aptitude Test (SAT) and indicate that they intend to pur-
sue education as an area of study are 394 and 419, respectively, (399 and
424 in California), while the averages for all those taking the text are 426
and 467, respectively. In fact, average scores of students intending to study
education are among the lowest for students in any intended area of study.
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Although test scores of college-bound seniors do not measure the quality
of students who eventually become teachers, the scores indicate that low-
er aptitude students tend to choose education as their intended area of
college study. _

In response to concerns over teacher quality, the Legislature recently
enacted Ch. 1136/81 and Ch. 206/82. These acts require all new teachers
to pass competency examinations prior to receiving a teaching credential.
If less-than-fully competent teachers have been credentialed in the past,
the examination requirement will tend to decrease the supply of teachers -
by denying credentials to some who otherwise would have become teach-
ers.

Quality and quantity are directly related. The higher the quality stand-
ard that new or existing teachers must meet, the fewer the number of
potential teachers. S :

Increasing both Quality and Quantity. During last year’s legislative
hearings on the Governor’s Investment in Peop%e initiative, witnesses
stated that one way to increase both the quality and quantity of teachers
in California is to make teacher salaries more nearly equal to salaries in
private industry. :

The use of higher salaries alone, however, may not be effective as a
means for ‘increasing both the quality and quantity of teachers, even
though it can serve this purpose in the private sector. Private industry.
usually offers competitive salariesin order to attract more individuals into
a given field. Quality is then controlled through personnel decisions, such
as those involving promotion or dismissal. Unlike private industry, which
can use the quantity of goods produced: or the level of profit earned as a
measure of quality and make salary and promotional decisions based on
this measure, elementary and secondary education uses no readily defina-
ble output or productivity measures in adjusting salaries. Elementary and
secondary teacher salaries are not determined by (1) the number of stu-
dents taught, (2) the amount of material learned by those students, or (3)
academic rank of the teachers. Rather, salaries generally are determined
by factors having nothing to do with output or productivity—seniority and
education credits or degrees earned. Consequently, unless the private
indusl‘-rK quality control tools are made available to local school districts,
the higher salaries may serve to increase the quantity of teachers but not
teacher quality. » » ' ' :

Determining whether teacher salaries are competitive with those in
?rivate industry is difficult. Simply comparing what a person graduating

rom the college can earn in private industry (say, $20,000 per year) with
what a beginning teacher can earn (say, $12,000 per year) does not tell the:
whole story. Such a comparison does not consider the amount of time
worked. For example, assuming overtime requirements are the same in
both jobs and that the average teaching day is 6 hours for 176 days, versus
8 hours for 234 days in private industry, the hourly wages for the private
industry person earning $20,000 per year and the beginning teacher earn-
ing $12,000 per year are $10.68 and $11.36, respectively. This might argue
for teachers being givenan oportunity to work more hours at their current
hourly wage rate, rather than for increased hourly rates, as a means for
increasing their annual salaries. Increasing the number of hours that
teachers can work could be accomplished by either expanding the num-
ber of authorized summer school programs, or by greater use of year-
round school programs. The latter option would allow students to be in
school for only nine months a year while teachers worked 12 months a
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year. Both options would also lessen the need for new teachers by more
intensive use of existing teachers.

4. School Environment/Campus Safety—How Can the School Environment Be
Improved for Greater Safety of Teachers and Students?

Numerous reports have identified a high rate of school-related crime,
both in California and throughout the nation. The seriousness of the prob-
lem has been measured in economic terms, such as the cost of repairin
school vandalism and by thé number of acts of school-related crime an
violence.

For example, schools in L.os Angeles Countf' alone sgent $9,448,080 in
1981-82 to repair the damage caused by vandalism. In addition, a prelimi-
nary-State Department of Education report states that there were 105,328
acts of school-related crime or violence in the fall semester of 1980. The
economic cost of violence and vandalism does not tell the whole story,
however. According to the 1981 report of the State Commission on Crime
Control and Violence Prevention, the fear of crime and violence in school,
not just its actual occurrence, is disabling to pupils, and adversely affects
teachers and administrators. The commission reported that this situation
results in the social withdrawal of pupils, poor academic performance,
and/or delinquent behavior.

Our field visits and interviews with students, parents, school administra-
tors, and law enforcement agencies found widespread agreement that
schools cannot successfully serve their students if tﬁe school environment
is unsafe or is perceived to be unsafe. -

a. Need for SDE Report on School-Related Crime Data.  Faced with
limited funds, school districts are forced to divert resources from educa-
tional programs to cover the cost of crime control activities and the repair
of damage to school sites and equipment. This same diversion occurs at the
state level, as well. Funds that otherwise could be made available for
building needed new facilities or deferred maintenance must be .used
instead to rebuild or rehabilitate school buildings damaged through van-
dalism or arson.
 Ttis difficult to know how serious is the problem of school-related crime,
and what the trends are over time, because we lack reliable data on the

roblem. Consequently, our estimates of the problem’s magnitude tend to
ge shaped by reporting of specific incidents in the media. :

Recognizing this problem, the Legislature enacted Ch 1206/79, which
required school districts to report twice annually to the State Department
of Education on the incidence of school crime and violence. In addition,
the act required the SDE to utilize this information to publish an annua
statewide report: - ; o

A School Environment and Safety Unit within the SDE was funded in
both 1980-81 and 1981-82 for the purposes of compiling the data on school
crime and violence, and developing an analysis of school-related crime
reduction techniques. At the time this analysis was prepared, the SDE had
not issued either its 1980-81 report or its 1981-82 report.

We believe the information called for by Chapter 1206 would be useful
to the Legislature in assessing the degree -and types of school-related
crime, and would aid it:in developing corrective policies. '

b. State Efforts in Dealing With School-Related Crime. . At the present
time; several state efforts designed to address the issue of school-related
crime are underway. These include the following: '
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The Office of Intergroup Relations. ~The State Department of Educa-
tion’s Office of Intergroup Relations (OIR) provides technical assistance
in the areas of desegregation, multicultural education, conflict manage-
ment, and equal employment, when requested to do so by school districts.
Within the area of conflict management, OIR seeks to prevent disruptive
conflict and provide intensive training for school administrators in tech-
niques designed to improve the human environment of schools. OIR is
primarily involved in conflict management in connection with integration
activities.. - ' '

School Safety Center.” The School Safety Center was established in the
Department of Justice to provide leadership, support; and direction to
school districts in preventing school-related crime. One of the center’s
primary activities is the publication of “Campus Strife”, which highlights
successful school crime and vandalism control programs. The center also
provides training for school and law enforcement officials and serves as a
school crime control information clearinghouse, . '

‘c. Local Efforts in Dealing With School-Related Crime. - In recent
years, many school districts have had to employ additional personnel to
(1) assist school administrators and teachers in maintaining discipline, (2)
counsel gang members and coordinate the reduction of racial and gang
tensions, (3) patrol school sites during and after the school day in an
attempt to prevent vandalism, (4) provide immediate law enforcement,
and (5) coordinate student, parent, and community crime prevention
programs. o _ ; ’

School Peace Officers. ' Some school districts have created their own

olice or security departments because they have (1) determined that
ocal police agencies are unable to keep up with the demand for their
services and (2) perceived a need for personnel with unique qualifications
relating to the school environment. Currently, more than:88 school dis-
tricts employ over 1,000 peace officers as part of a district security or police
department. These peace officers have the same authority and respon-
sibilities as the peace officers employed by local police departments, and
in many cases are uniformed and armed. ' , '

School districts which have created their own police departments, of
course, incur major additional costs for training and maintaining the de-
partments. Recently legislation was enacted authorizing the inclusion of
school district peace officers within the minimum standards established
and maintained by the Commission on Peace Officer Standards and Train-
ing (POST). This will allow school districts to receive state reimbursement
for some costs associated with obtaining POST certification. :

Security Aides. Our field visits indicate that many districts are relying
on part-time security aides to improve the school environment. In most
cases, these aides report to the school principal, and perform such func-
tions as patrolling school hallways and restricting entry to school grounds
by unauthorized persons. Some school districts also. employ private secu-
rity companies to provide patrol services. Most of the districts we visited
indicate that there is a need for the development of minimum qualifica-
tions covering and better training programs for their security aides.

Other School Crime Control Measures. Many districts have developed
innovative programs.to prevent or respond to school-related erime. These
districts report that besides improving the school environment, the pro-
grams tend to reduce maintenance and insurance costs. For example:

« Huntington Beach Union High School District has installed a comput-

erized monitoring system which includes a (1) security alarm system,
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(2) fire detection system, and (3) energy monitoring devices. The
system includes 1,200 individual alarm sensors at nine sites. The dis-
trict estimates that the cost of the system—$240,000, paid for from
district funds—was recovered within four months through- savings
- because of reduced vandalism, reduced energy usage, and reduced
need for security personnel. =
o Pomona Unified School District has attempted to reduce school van-
dalism and obtain reimbursement for repair costs by seeking restitu-
tion for damages through the small claims courts, and by holdin
Farents‘res onsible for their children’s actions through recovery ef-
orts aimed at the parents” homeowner’s insurance. The district, to-
l%‘ether with the city police department and probation department,
as also instituted a policy of making restitution a condition of proba-
tion for juveniles who commit crimes against schools. '
o Los Angeles Unified School District encourages pupils and the com-
" munity surrounding individual schools to take responsibility for their
campuses and discourage vandalism. Monies saved by the district
through reduced vandalism repair are returned to the school site for
educational and extracurricular activities.

d. Expanding State Efforts. We believe that the Legislature should
consider two additional options that have the potential to help control
school-related crime. »

Program to Encourage Exemplary Programs. First, we believe the
Legislature should consider authorizing a program aimed at developing
exemplary techniques for dealing with school-related crime. Such a pro-
gram could be administered by either the Department of Justice or the

Department of Education, and would provide grants through a competi-

tive process to districts or schools with innovative proposals for combat-
ting school-related crime. Successful projects would then be publicized by
the School Safety Center for possible replication statewide. _

Plan Review for New School Construction Projects. Second, the role
of the SDE’s School Facilities and Planning Unit could be expanded to
include advising schools on how to construct new buildings that discour-
age school-related crime. Under current procedures, plans for new school
construction are contracted for directly by individual school districts. Pre-
liminary drawings are reviewed by the SDE’s School Facilities and Plan-
ning Unit, which provides advice to districts on selecting school sites and
building design. Final plans are submitted to the State Architect so that
he may verify that the plans comply with state regulations such as those
setting forth earthquake safety standards. v '

Law enforcement officials advise that some school crime problems are
compounded by security flaws in the physical layout of some schools.
These flaws include improper fencinﬁ, secluded alcoves; and entrances to
school buildings which are .not readily observable. The costs to mitigate
these flaws in existing buildings is significant. These flaws, however, could
be avoided if greater care were given to the design of new school construc-
tion, at little or no increased cost.

5. State Mandates—Are Mandates Accomplishing Their intended Purpbse?

The budget l[))roposes an appropriation of $14,322,000 from the General
Fund to reimburse districts for the cost of complying with nine state
mandates in the education area during 1983-84 (see Table 34). These




Item 6100 K-12 EDUCATION / 1317

reimbursements are provided becduse current law requires the state to
fund the costs of new programs or increased levels of services mandated
by a statute enacted after January 1, 1973, or by an Executive Order issued
after January 1978. In the following section, we discuss several mandates
pursuant to which either the state or local districts are incurring costs, and
some unintended consequences that result from these mandates.

a. Types of Mandates. State mandates for K-12 education can be di-
vided into three general categories: ' ‘ o

e Mandates covering personnel matters, such as (1) granting tenure,
(2) requiring certificated personnel to be notified by March 15 if they
are not to be rehired, and (3) requiring that a specified percent of the
current expense of education be spent on classroom teacher salaries.

¢ Mandates governing management procedures, such as (1) requiring
annual audits of school district funds, (2) requiring the publication of
the school district budget, and (3) requiring maintenance of inven-
tory documentation. ' : , .

e Mandates aimed at educational quality, such as those requiring that

(1) certificated personnel supervise any class which claims state aid
average daily attendance, (2) schools operate at least 175 days, and
(3) elementary school classes which have more than a specified num-
ber of students receive reduced state aid.

b. Unintended Consequences of Mandates.- Mandates allow the state
to assure that local districts’ efforts are directed at high priorities state-
wide. By definition, however, mandates build a certain amount of inflexi-
bility into the educational process that may thwart the achievement of
state priorities when circumstances change. Consequently, the effect of a
mandate may result in unintended and undesirable consequerices, even
though the original goals of the mandate may continue to be desirable.
Two mandates which can have unintended and undesirable consequences
are discussed below.

Teacher Dismissal Notification. By March 15 of each year, teachers
must be notified if the district intends not to hire them for the next school
year. If a teacher is not notified of dismissal by this date, he or she is
automatically rehired for the next school year. ' '

Invariably, schools do not know what their reveiiues for the following

school year will be on March 15. This is because almost all school fundin
is subject to actions in the annual Budget Act which is not finalized unti
July. Under this circumstance, the requirement set forth in this mandate
can result in the following undesirable consequences:

« -districts notify a larger number. of teachers than necessary that they
will be dismissed; . , y

o districts do not notify sufficient teachers that they are dismissed, forc-
ing them to reduce expenditures for classified personnel and/or for
items such as maintenance or supplies. I

The first consequence (too many notifications) appears to run counter
to the original intent of the mandate—that is, to lessen certificated staff
uncertainty about rehiring. The second consequence (too few notifica-
tions) runs counter to other state priorities such as providing adequate
funding for school maintenance. o

-It is not clear that this mandate is still necessary, given the fact that
certificated employees are now covered by collective bargaining laws. If
this mandate were repealed and dismissal notification requirements were
instead left to the collective bargaining process, school districts: could be
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given more flexibility to adjust to uncertainties regarding the level of
school funding, without sacrificing the interests of school employees.
Physical Education. Current law re,%uires schools to include as a high
school jraduation requirement a specified minimurn of course work in
gh sical education. Because (1) funding for schools has decreased in real
ollars since 1977-78, and (2) enrollment has been declining in junior and
senior high schools, some scliool districts have had to reduce the hiimber
of classes offered and the length of the school day. Because of the state
mandate, however, these reductions must be made in the academic cur-
riculum. Neither the districts nor the students themselves substitute aca-
demic courses for physical education during a shortened day. .
Consequently, the physical education mandate may result in (1) dis-
tricts not being able to maintain a curriculum consistent with the desires
of community residerits and (2) students not being able to take academic
coursework rather than physical education. For these reasons, later in our
analysis of K-12 education, we recommend that the physical education
mandate be repealed. ' '

Il. LOCAL ASSISTANCE

A. 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 generally will be used to
Erovide services for all students, and include school apﬂorﬁonments, Ur-

an Impact Aid, local revenues for debt service, and other miscellaneous
funds such as school meal charges, federal PL-874 revenues, and state
contributions to the State Teachers” Retirement Fund. :

1. School Apportionments (ltem 6100-101-001)—General Education Expendi-
tures ' '

As shown in-Table 12 the budget proposes total general education ex-
penditures (consisting of apportionments and other exiﬁ)lenditures) of $10,-
322.7 million in 1983-84. This is an increase of $475.4 million, or 4.8 percent,
over the current-year amount, and is composed of a 2.5 percent increase
in General Fund support and an 8.3 percent increase in revenues from
local sources. Support from other state funds and the federal government
is expected to be maintained at the 1982-83 level. v

The budget proposes $8,116.1 million in general education apportion-
merts for. K-12 districts and county offices of education ini 1983-84. This
is an increase of $310.2 million, or 4.0 percent, over the amount provided
in 1982-83. The state General Fund contributes 69 percent of the total,
while local property taxes account for 31 percent. :

Other general education expenditures are expected to be $2,206.6 mil-
lion in 1983-84, an increase of $165.2 million, or 8.1 percent, over the

- ‘current-year level. :

a. 1983-84 ﬁudget Changes. .

Table 13 displays the changes from 198283 to 1983-84 in the amount
proposed from the General Fund for general education apportionments.
(Both the 198283 base and the 1983-84 General Fund apportionment
include $20.0 million in contributions froin the State School Fund.) The
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Table 12
General Education Expenditures
{in millions)

Actual - . Estimated  Proposed Change
1981-82 1982-83 1983-84 Amount  Percent

A. General Education Apportion-

ments

K-12 DISETICES .vvueverreeressssssensssens $7,6542 $7,664.2 $7,964.6 $300.4 3.9%
State ® (51983)  (53650) (54915)  (1265) (24)
Local (2,455.9) (2.299.2) (2,473.1) (173.9) (7.6)

County Offices .............. everssensens 292.8 1417 1515 98 69
State ® (215.3) {65.6) (69.7) 4.1) (6.3)
Local (715) (76.1) (81.8) .1) (15)

$7.9470 $7,805.9 $8,116.1 $3102 . 40%
(854136)  ($54306)  ($55612)  ($1306) 24%
(25334)  (23753) (25549)  (1196) 76

B. Other General Education

B2 10107) < ST, N/A $153.6 . $173.0 $194 12.6%
Federal PL 874 ........coovcivremmminnns $35.0 200 20.0 — _—
Urban Impact Aid ® ......ccocecerniee 58.0 580 58.0 —_ —_
Ch 323/77 Aid ®....eeeresresrvernn 92 9.1 9.1 — —
Transfer to State..........coueerrcsiinnn 235.5 235.5 232.2 -33 —14
Teachers’ Retirement Fund *
Local Debt Service ... 461.0 461.0 461.0 - —
Miscellaneous? ... 9749 - L1042 1,253.3 149.1 135

.Subtotals .. $1,773.6 $2,041.4 $2,206.6 $165.2 8.1%

Totals... $9,720.6 $9,847.3 $10,322.7 $475.4 4.8%
General Fund ..... $5,667.2 $5,866.8 $6,013.5 $146.7 25%
State school fund 49.1 200 20 — —
Federal funds .......... . 35.0 200 200 - —
LoCal AINAS ..eeeeeeserrencsvcrnsssrrsnsssin 3,969.3 39405 42692 3287 83

2 General Fund. ' ) » :
b Includes sale of property and supplies, cafeteria revenues, interest income, bond funds, and other
.Tevenues. : : :

table shows that to maintain the existing (ﬁmgmm, the budget reflects (1)
a $69.6 million increase for additional district, county office, and adult
ADA; (this amount excludes $14.3 million to fund increases in. ROC/P
ADA), (2) a $179.7 million reduction in recognition of the increase pro-
jected in local property tax revenues, and (3) a $562.5 million increase to
Frovidev the statutory COLA for K-12 district apportionments ($552.3 mil-
ion) and county offices of education ($10.2 million). These baseline
changes yield a net increase in funding of $452.4 million. = - -

In addition to the baseline adjustments, the budget proposes five signifi-
cant budget change proposals. These changes included: (1) a $50.0 million
reduction to eliminate a one-time appropriation from SB 1326 (Ch 327/
82), (2) a $217.2 million reduction to eliminate funds for the 100 percent
revenue guarantee, (3) a $20.0 million increase for a one-time adjustment
in-lieu of the 100 percent guarantee, (4) a $34.7 million increase for a
special adjustment for low-wealth districts, and (5) a $111.1 million reduc-
tion to provide for a COLA in-lieu of various statutory COLAS; for district
revenue limits, this yields a net COLA of 6 percent ($447.0 million), and
for county offices of education this gields a net COLA of 3 percent ($4.4
million). The net result of the five budget change proposals is to reduce
general education apportionments by $321.8 miillion. '
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Table 13
General Education Apportionments
Summary of Changes From 1982-83 Budget
State General Fund °
(in millions)

1982-83 General Fund Budget $5,430.6
A. To Maintain Existing Program ‘ ’
ADA Change $69.6
Increase in Local Property Taxes -179.7
Inflation Adjustment .
K-12 Districts 552.3
County Offices 102
Total, changes to maintain existing program 4524
B. Budget Change Proposals ’
One-Time X-12 Funds (SB 1326) . =500
Elimination of 100 Percent Guarantee -217.2
One-Time Adjustment In-Lieu of 100 Percent Guarantee ............cccoumnnn. 200
Special Adjustment for Low Wealth Districts 347
Inflation Adjustment
K-12 Districts —105.3
County Offices -58
Other ' ‘ 18
Total, budget change proposals —321.8
Total Change: . -
Amount 81306
Percent ; 24%
1983-84 General Fund Budget : $5,561.2

2 Includes State School Fund.

The total change (baseline plus program changes) proposed in the
General Fund contribution to K~12 apportionments is a $130.6 million, or
2.4 percent, increase above the 1982-83 base budget. The total General
Fund appropriation Iiroposed for general educatlon apportionments in
1983—84 is $5,561.2 million

b. 1982-83 Deficiency Apprcprluhon.

The budget reflects a proposed $64.8 million deficiency bill appropria-
tion for 1982-83. This deficiency results from (1) an estimated $52 million
shortfall in property tax revenues and (2) an estimated $12.8 million base
adjustment for ROC/P aver u.Fe daily attendance in 1981-82. The proposed
1983-84 appropriations would provide sufficient funds to continue full
fundmg for these costs in the budget year.,

c. Special Ad|usiment for Low-Wealth Districts Needs Jushflcahon :

We recommend that the Department of Education report to the fi: scaI
committees prior to budget hearings on (1) the fiscal impact on low-
wealth districts of providing them with a $34 7 million speczal adjustment,
and (2) the need to accelerate the Serrano “leveling-up’ process for base
revenue limits. Furthermore, we withhold recommendatzon on this appro-
priation pending receipt of this information.

The Governor’s Budget proposes an augmentation of $34.7 million for
K—12 general aid apportionments to low-wealth districts. These funds
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would be allocated to districts with revenue limits per ADA that are more
than $20 below the statewide average revenue limit. The budget indicates
that these funds generally would be allocated to districts with a base’
revenue limit EI?:'IADA which is substantiall{ below the statewide average
base revenue limit for districts of comparable size and type. The proposal
calls for the revenue limits of these districts to be brought up to within $20
of the statewide average during 1983-84. ’

In 1976, the state Supreme Court ruled in the Serrano v. Priest case that
California’s system of school finance was unconstitutional and upheld a
lower court ruling that wealth-related disparities in educational expendi-
tures per pupil had to be reduced to “considerably less than $100 per

pupil” by 1980. The Department of Finance estimates that with the

Eropose special adjustment, 96 percent of the state’s K-12 students will
e enrolled in districts with base revenue limits that are within $100 of the
statewide average for each type of district (large or small elementary,
high, or unified). Currently, approximately 72 percent of the state’s stu-
dents are enrolled in districts that meet the $100 requirement.

The state’s current school finance system is designed to comply with the
court’s ruling in the Serrano case. The system provides for a gradual
“squeezing”” of base revenue limits toward the statewide average for the
six categories of districts. Districts with base revenue limits above the
statewide average are granted smaller cost-of-living adjustments
(COLAs) than districts below the average. Under current law, districts
substantially below the statewide average receive an additional adjust-
ment of $25 per pupil each year until their base revenue limit is above a
specified minimum level. Over time, the base revenue limit of each dis-
trict draws closer to the statewide average. Low-revenue districts with
below-average base revenue limits are brought up to the average while
high-revenue districts with high base revenue limits are brought down.

Because the state’s system of funding K-12 education is designed to
comply with the court’s ruling in the Serrano case and because the impact
of providing an additional $34.7 million to low-wealth districts is unknown,
we recommend that the Department of Education report prior to budget
hearings on ‘how this special adjustment would affect the revenues of
districts receiving the extra funds. We note that in addition to these funds;
low-wealth districts would also share in the funds proposed for a 6 percent
COLA for K—12 general aid apportionments and 3 percent COLAs for the
remaining categorical programs. Consequently, the Legislature should
review the owverall increase in revenues to recipient districts.

Furthermore, the department should identify (1) the justification for
providing the special adjustment at this time, (2) the need to provide

additional funds to low-wealth districts above and beyond the amount

provided through the revenue limit funding mechanism, and (3) nature

of the adjustment—on-going or one-time. Until the department provides

thisalinformation, we withhold our recommendation on this budget pro-
- posal. ) . _

d. In-Liev Revenue Guarantee Not Justified S
'We recommend that the $20.0 million provided in-lieu of funds for the

100 percent revenue guarantee be deleted for a General Fund savings of

$20.0 million because the Department of Education has not justified the
special appropriation. (Reduce Item 6100-101-001 by $20,000,000).

On June 30, 1983, the provision of Ch 282/79 which authorizes the 102
percent revenue guarantee will expire. Under the provision, all districts
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were guaranteed at least a 2 percentincrease in revenues for both 1981-82
and 1982-83. The 1982 Budget Act, however, provided funds to support
only a 100 percent revenue guarantee in 1982-83. The Governor’s Budget
does not continue the revenue guarantee in 1983-84. -

The General Fund savings to be realized from eliminating the revenue
guarantee depends on the size of the COLA for K~12 apportionments: the
larger the COLA, the smaller the savings. Assuming no cost-of-living ad-
justment (COLA) for K~12 support, elimination of funding for the 100
percent revenue guarantee would result in a General Fund savings of $217
million. Assuming a 6 percent COLA, as the budget proposes, the net
savings from eliminating the 100 percent or 102 percent revenue guaran-
tee are $87 million and $123 nlillli)on, respectively. ,

In-lieu of the_100 percent revenue guarantee, the budget provides a
one-time special appropriation of $20 million. These funds are to be al-
located by the Superintendent of Public Instruction to school districts with
“the most urgent need”’. The Department of Education, however, has not
provided any information which justifies the special appropriation, The
Legislature, by including the sunset provision in Ch 282/79, specified that
the 102 percent revenue guarantee was to expire on June 30, 1983, and any
extension of the guarantee beyond the sunset date should be justified and
subject to legislative review. . o v

Pending adequate justification and review, we can find no analytical
basis for providing school districts special revenues in addition to current
law allocations when ‘their workload, based on the number of pupils
served, is declining. ; I R

Under the current school finance system, a school district receives state
aid based on its per pupil revenue limit and its ADA. An increase.in ADA
results in an increase in total revenues, while a decrease in ADA yields a
reduction in revenues. The state, however, already recognizes that school
districts experiencing significant declines in ADA may not be- able to
adjust’ expenditures- commensurately, consequently, the school finance
formulas provide for a declining enrollment adjustment. Under the de-
clining enrollment adjustment, school districts receive 75 percent of their
per pupil revenue limit for the first year drop in ADA and 50 percent of
the revenue limit for the second year of the reduction. This adjustment
makes it easier for a district to reduce the size of its program over time,

The special funding proposed in the budget, however, provides school
districts funds in excess of t%e amount that could be justified strictly on the
basis of the service level. Excluding the effects of inflation, the budget
proposal reduces the incentive for districts to cut back the size of their
program, because state aid is no longer a function of ADA.

Finally, the special funds for the revenue guarantee are proposed with-
out specifying the criteria for determining the particular needs of the
districts. Most funding provided in addition to the base revenue limit is
designed to alleviate fiscal difficulties that stem from (1) the particular
conditions facing the districts, or (2) the cost of serving students with
partictilar needs. For example, districts receive additional funds for pro-
viding language programs for students requiring bilingual instruction, and
additional funds are provided for special education programs for the hand-
icapped. Small school districts are provided additional funds because they
are generally faced with higher per pupil costs than large districts.

Districts which could receive funds from the budget proposal, however,
do not necessarily face higher costs than other districts nor are they any
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more likely to be serving a disproportionate share of students with unique
educational needs. Instead, these districts would receive the additional
funds because their ADA has dropped below a level that would maintain
a specified percentage of prior-year revenues. : S

For these reasons, we find no analytical basis for the budget proposal for
this special funding. Consequently, we recommend that the $20 million
proposed for special funding be deleted. If the Department of Education
presents information to justify this proposed appropriation, we will be
prepared to analyze the department’s information. The information
should specify (1) how the department intends to allocate the $20 million
proposed in the 1983-84 budget in-lieu of funds for the 100 percent reve-
nue guarantee, (2) the criteria which will be used to establish district
need, and (3) the level of support that the $20 million will provide to the
recipient districts. ' o

e. Single Session Kindergarten

We recommend that urgency legislation be enacted to repeal the Educa-
tion Code provisions requiring school districts to limit the use of their
kindergarten teachers to the instruction of one kindergarten class daily.

Under current law, a school district is required to meet the following
three conditions in order to receive state apportionments for kindergarten
average daily attendance (ADA): ' S

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

minutes (4 hours) per day. g =

o The teacher must be assigned to only one session of kindergarten.

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 assi ent 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-kindergarten duties, nor
does it permit one kindergarten teacher to conduct two kindergarten
sessions. -

The provisions of current law originally 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 kindergarten 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 ira e
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 duties. :

Mandate Does Not Produce Benefits Commensurate With Its Cost.
Resolution Chapter 62, Statutes of 1980 (SCR 58), required our office to
evaluate and make recommendations on various specified local mandated
pro%rams. 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:
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o No evidence is available to show that student performance has been

Improved by limiting the amount of time that kindergarten teachers
- spend in class.

e 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 correcting 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
an additional kindergarten teacher when it has imore 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.

« 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 kindergar-
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 dougle-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: ¢osts 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. = S
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f. Repeal Physical Education Mandate

We recommend that uigency legislation be enacted to repeal the Educa-
tion Code provisions which require (1) students to participate in physical
education programs and. (2) school districts to provide physical education
as part of the school curriculum. : RN

‘Under current law, students in grades one through six must participate -
in physical education programs for at least 200 minutes every 10 school
days. Students in grades 7-10 must participate in physical education pro-
grams at least 400 minutes every 10 school days unless exempted for
reasons such as illness, attending driver training, or participating in after-
school interscholastic sports. State law does not require minimum student
attendance in other subject areas, such as mathematics, English, and his-
tory. ; Lo . e '

.During our field visits, most- administrators expressed the view that
physical education should not be mandated. They maintained that the
mandate (1) hindered the districts’ efforts to adjust expenditures in the
face of funding reductions and (2) reduced the districts’ ability to offer the
instructional program sought by students and the community.

Due to reduced enrollments and reductions in the purchasing power of
general education funding, some districts have attempted to achieve cost
savings by reducing the length of the school day. The physical education
mandate, however, prohibits the districts from reducing the physical edu-
cation program below the minimum specified by the mandate. Conse-
quently, districts which reduce the number of class offerings must retain
P.E., while eliminating classes in areas which may have a higher priority
to the district and community. In some cases, academic classes such as
English or science, may have to be sacrificed in order for the district to
remain in compliance with the physical education mandate. .

Additionally, the P.E. mandate denies those students who want to take
academic classes, rather than physiecal education, the opportunity to do so.

As described in the K-12 overview, California high school seniors rank
below the national average in academic achievement and the length of
the average California school day is less than the national average. Thus,
the academic program in many California schools is squeezed from both
directions: from a shorter-than-average school day on the one end and the
P.E. mandate on the other end. As a consequence, both the districts and
students are unduly limited in their ability to" take those actions that
research has shown to increase achievement: increased academic course-
work. Because neither the districts nor students can substitute academic
courses for P.E.; the mandate appears to promote educational inefficiency.

For these reasons, we recommend that urgency legislation be enacted
to repeal the P.E. mandate before the beginning of the 1983-84 school
year. , : , e ey
g- Unfunded Legislation—Chapter 67, Statutes of 1982 (AB 971).

The Governor’s Budget identifies AB 971 (Ch 67/82) as unfunded legis-
lation enacted in the 1981-82 session. This measure expands the existing
exemptions of specified natural areas and open space lands from property
taxation. The budget shows that this measure carries a cost of $129,000
because its results in a loss of property tax revenues which otherwise
would offset state aid to school districts. Because this estimated loss of
revenues is small and actual property tax revenues for 1983-84 are un-
known at this time, we concur with the Governor’s Budget that no specific
appropriation is warranted. ' :
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2. County Offices of Education (Item 6100-106-001)

a. Overview ‘ ;
The county offices of education provide services to school districts and

administer educational programs. The state apportions funds to the coun-
ties for the following categories of activities: ~

o “Direct” Services. These services—health care, guidance, and super-

. vision of instruction and pupil attendance—are provided to small
districts, as defined by statute. - R :

o “Other Purpose” Services. These services include audio-visual serv--
ices, staff development, and curtriculum development.

¢ Business Services. These services consist of payroll preparation, ex-
penditure audits, maintenance of financial records, budget approval,
collection and disbursement of funds, centralized purchasing, and

data processing. . ' :

o Program Administration. County programs include special educa-

- tion classes, Regional Occupationai) Programs (ROP), opportunity
schools, technical, agricultural, and natural resource conservation
schools, pregriant minor programs, child development programs, and
other special classes (county jails, handicapped adults).

The Budget Act of 1982 appropriated $60.9 million for programs and
services provided by county offices of education (excluging ROC/Ps,
which were funded separately). The budget estimates that $65.6 million
- will be expended for county offices in 1982-83, assuming that projected
deficiencies ($4.7 million for juvenile hall programs and $10.1 million for
funds transferred from the county office appropriation to the ROC/P
appropriation) will be funded through a deficiency appropriation.

The budget proposes an appropriation of $69.7 million for county offices
in 1983-84, an increase of $4.1 million, or 6.2 percent, over estimated
current-year expenditures, assuming enactment of the deficiency appro-
priation. This increase is due to projected enrollment growth in county-
operated programs and a proposed 3 percent cost-of-living adjustment
(COLA). The proposed COLA isless than the statutory COLA for county
offices of education—7.4 percent. In order to fund the statutory COLA, an
augmentation to the budget of $6.4 million would be needed.

b. San Francisco County-

We recommiend that the Legislature enact legislation to eliminate the
state portion of the San Francisco County office operations revenue limit
and “Other Purpose” apportionment, effective in 1984-85 (General Fund

" savings: $350,000 annually).

The San Francisco County Office of Education receives state funding
for “Other Purpose” services, business services, and various programs.
Generally, county offices of education provide these services to school
districts within their jurisdiction. In the case of the county office in San
Francisco, however, there is only one district within its jurisdiction—San
Francisco Unified. o E v
. Although five other county offices serve only one district apiece, these
are rural and sparsely pcpulated areas. San Francisco Unified School Dis-
trict (SFUSD), on the other hand, is the fourth largest district in the state,
with an enrollment of approximately 58,000 ADA. The district also has a




Item 6100 K~12 EDUCATION / 1327

revenue limit that is approximately 6 percent above the statewide aver-
age. .

gOur review indicates that districts with more than 30,000 ADA generally
do not rely on the county office of education for business services and the
various “Other Purpose” services. Sacramento Unified School District
(ADA of 39,000), for example, processes its own payroll and receives little
assistance from the county for activities such as staff development, library
services, and audiovisual aids. ' - B :

Given its size, San Francisco Unified should be able to realize the same
economies of scale available to other large districts, and given its revenue
limit, the district should not require a state subsidy outside the regular
K-12 apportionment to finance _t%ese services. Under these circumstances,
San Francisco Unified should not have to rely on the county office for
business services and “Other Purpose” services. ' : :

For these reasons, we recommend in our report, “A Review of County
Offices of Education” (82-10), that the Legislature eliminate the state
funding for the San Francisco County office operations revenue limit
(which supports business services) as well as for the “Other Purpose”
apportionment. This would result in a General Fund savings of approxi-
mately $350,000 annually, and a corresponding loss of revenue to San
Francisco County/Unified School District. This reduction would amount
to about 6 percent of the district’s expenditures on central office adminis-
tration and support (currently allocated primarily to audio-visual services
and library services). For functions that cannot be assumed by SFUSD, if
any, the county office could continue to use federal funds, revenue
derived from local taxes, and state allocations for county-operated pro-
grams such as special education and ROP.

In order to provide the county and district with sufficient lead time to
make the necessary adjustment in their budgets, we proposed in our
report that the reduction not be implemented until 1984-85. Accordingly,
we recommend enactment of legisgtion, in the companion bill, to imple-
ment our proposal. o

c. Equalization for Juvenile Hall Funding . :

We recommend that the Legislature adopt Budget Bill 'Ianguage to
allocate inflation allowances for juvenile hall programs according to an
equalization mechanism.

‘County office of education juvenile hall programs are funded on the
basis of a separate revenue limit per ADA. These revenue limits vary
considerably among the individual programs. In 1981-82, the revenue
limits among the 42 juvenile hall programs ranged from $1,718 per ADA
in Del Norte Coun? to $6,563 in Siskiyou County. The statewide average

-was $3,211 per ADA. C o

These revenue limits reflect historical expenditure patterns, rather than
objective measures-of need. : ' I

We find no justification for the current disparity in the revenue limits::
for juvenile hall programs. Consequently, we recommend that these reve--
nue limits be equalized. In order to move toward equalization, we recom--
mend that inflation allowances for these programs be allocated according::
to an equalization mechanism similar to the one used for school district*
revenue limits. Specifically, we recommend adoption of the following -
Budget Bill language: , S

“Provided that the funds appropriated for a COLA for county-operated -

ju\lzsnﬂe hall programs shall be allocated pursuant to the following for~-
mula:
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1 l?:lllcxl]%tz the average revenue limit per county-operated juvenile

(2) Multiply the amount from (1) above by 0.03.

(3) Divide the result from (2) above by 2. v

(4) Increase the juvenile hall revenue limit per ADA by the result from
(2) above for all counties with a juvenile hall revenue limit per
ADA equal to or less than the average. . o

" (5). Increase the juvenile hall revenue limit per ADA by the amount
determined in (3) for all counties with juvenile hall revenue limits
equal to or greater than 12Zﬁ)ercent of the average. ;

(6) For counties with juvenile hall revenue limits between the average
and 125 percent of the .averaie, increase their revenue limit by the -
amount determined in (3) above, plus an amount determined by
multiplying the amount determined in (3) above by the factor of:
%g minus the percent above the average revenue limit, divided by

(7) ‘Any remaining funds after allocation pursuant to (1) through (6)

. above shall be allocated by increasing each juvenile hall revenue
limit per ADA by an amount determined by dividing the remaining
funds by the amount of reported juvenile hall ADA.” :

- The effect of this langua%e would be to increase per-ADA funding for
low-expenditure programs by more than the 3 percent proposed in the
budget; and increase the funding for hi%h e)q;enditure programs by sig-
nificantly less than 3 percent. For example, Del Norte would receive a $96
(5.6 percent) increase in its per-ADA revenue limit while Siskiyou would
receive a $48 (0.7 percent) increase per ADA. ' ‘

3. Regional Occupﬁtiéndl Centers and Programs (item 6100-101-001)

Regional Occupational Centers and Programs (ROC/Ps) provide voca-
tional training to high school pupils and adults. There are 67 ROC/Ps in
the state. Of these, 41 are operated by countK superintendents of schools
and 26 are operated by districts (mostly through joint powers agree-
ments). In 1981-82, they enrolled 81,257 pupils in average daily attend-
ance (ADA), consisting of 56,347 high school ADA and 24,910 adult ADA.

Courses cover a wide range of job-related training. Training is con-
ducted in facilities on hiﬁh school sites, centers, or.business sites, High
school. pupils are provided with transportation between their school and

-the ROC/P facility. ' : ‘ .

a. Funding for ROC/Ps o : : ‘ :
Table 12, shown previously, shows the funding for ROC/Ps. Prior to
1982-83, funding for ROC/Ps was derived from the appropriations for K-12
apportionments, county offices of education, and adult education: Conse-
quently, Table 12 does not specify ROC/P expenditures for '1981-82.
The budget proposes an appropriation of $173.0 million for ROC/Ps in
1983-84, an increase of $19.4 million, or approximately 13 percent, over
estimated current-year expenditures. The current-year amount—$153.6
million—is $12.8 million more than the Budget Act ‘appropriation for
... ROC/Ps in 1982-83. This is because ROC/P enrollment in 1981-82—the
- base year for determining the current-year appropriation—was higher
than estimated. Pursuant to the provisions of the Budget Act of 1982, any
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funding shortfall for ROC/Ps in the current-year due to higher-than-es- -

timated 1981-82 enrollment will be funded through transfers from the

agpropriationsvfor K-12 apportionments, county offices of education, and

adult education. The 1983-84 budget proposes a $12.8 million deficiency

appropriation for the current-year to the transfers required to cover -
e shortfall. :

- The increase proposed in the budget for 1983-84 provides. for a 10
percent growth in enrollment and a COLA of 3 percent. Because enroll-
ment growth would be funded at a unit rate which is below the average
rate for the base program (pursuant to provisions implemented in the -
Budget Act of 1982), the amount required to support a 10 percent increase ..
in enrollment is slightly less than 10 percent of the total base funding level.
(Each 1 percent increase in enrollment causes an expenditure increase of
approximately $1.4 million.) :

" b. Enroliment Growth :

We recommend that during the budget hearings the Department of
Finance provide information justifying the proposed 10 percent growth in
enrollment for Regional Occupational Centers and Programs and the rela-
tionship of this proposal to the administration’s policy on enrollment .
growth in similar program areas. We further recommend enactment of’
legislation to provide that, in allocating deficits in the ROC/P appropria-
tion caused by excessive enrollment growth, only those ROC/Ps that ex-
ceed the authorized level of growth shall be subject to the deficit.

Enrollment Growth. The amount of funded enrollment growth in
ROC/Ps is subject to annual legislative determination through the budget
process. Prior to 1982-83, statutory funding limits on enrollment growth
in ROC/Ps applied only to adults in district-operated programs. With no
such limitations on the increases in enrollment of high school pxg)ils or
adults in ‘county-operated programs, average daily attenance (ADA) in
ROC/Ps increase sigﬁﬁcantly in recent years. For example, between
1979-80 and 1981-82, the annual increase averaged approximately 15 per-
cent. ' '

The Budget-Act of 1982 limited funding for enrollment growth in the:
current-year. The limit is 10 percent for high school ADA and 5 percent
for adult ADA, resulting in a weighted average increase of about 8.5
percent for all pupils. The budget proposesa growth of 10 percent (all
pupils) for 1983-84, at a cost to the General Fund of $14.3 million. We note
that with high school ADA (excluding ROC/Ps) projected to decline
slightly in 1983-84, the budget pro%c-:rslal represents an expansion in the
proportion of secondary school enrollment which would be accommodat-
ed by ROC/Ps. ;

The Department of Finance has not submitted any information to justi-
fy the magnitude of ROC/P growth that would be funded in 1983-84.
While there is no strictly analytical basis for determining the appropriate
level of growth in this program, the Legislature may want to consider this
issue in a broader context—one that includes the related issues of enroll-
ment growth for the adult education program and for community col-
leges. The budget provides for no enrollment growth in these programs,
in contrast to the 10 percent proposed for ROC/Ps. To facilitate legislative
consideration of this policy determination, we recommend that during the

- budget hearings, the department present information justifying the size
of the enrollment ﬁ;gwth proposed for ROC/Ps, and relating it to the
policy toward enrollment growth in related program areas.
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‘ Deficits, - Although the budget limits statewide growth to 10 percent,
there is no such limit on state-funded growth in any individual ROC/P.,
Consequently, if a deficit were to occur as a result of total ROC/P growth
in excess -of 10 percent, individual ROC/Ps which grew by less than 10
percent nevertheless would be subject to that deficit. Consequently, we
recommend enactment of legislation to Iﬁsovide for the allocation of such
funding deficits only to those ROC/Ps which exceed the authorized level

of growth.

¢. Target ROC/P Training to Grades 11 and 12 R

_We recommend that the Legislature adopt Budget Bill language and
enact follow-up legislation restricting enrollment in Regional Occupation-
al Centers and Programs (ROC/Ps) to pupils in grades 11 and 12 and
adults, for a General Fund savings of $13,026,000. (Reduce Item 6100-101-
001 by $12,647,000 and reduce Item 6100-226-001 by $379,000.)
.~ We further recommend that the Legislature adopt Budget Bill language
directing the Department of Education to (1) certify to the Director of
Finance the amount of funding apportioned to each ROC/P in 1982-83 for
attendance by pupils in grades 9 and 10, and (2) reduce the 1953-84
entitlement for each ROC/P by the amount certified.

Limiting Enrollment. ROC/Ps are open to all high school pupils and
adults. Although some ROC/Ps have a chl)licy of not enrolling pupils below
grades 11, most accept pupils at any high school grade level. Based on
reports submitted to the Department of Education by 93 percent of the
ROC/Ps, we estimate that about 10,000 pupils in grades 9 and 10 were
enrolled in ROC/Ps in 1981-82, or approximately 10 percent of all second-
ary school pupils in ROC/Ps.

In ‘contrast.-to generalized training offered in school-based vocational
education programs, ROC/P courses are designed to prepare individuals
for employment in specific occupations in the labor market. Courses pro-
vide entry-level skills, and generally can be completed in one semester or
one year. The type of job-specific traini %offered by ROC/Ps should be
most effective if provided as close as possible to the time when the pupils
are seeking employment. Thus, enrollment of 9th and 10th grade pupils
in ROC/Ps may be counter-productive from a vocational training stand-
point and also may dilute the pupil’s core academic preparation. Conse-
querntly, we recommend Budget Bill language to prohibit the enrollment
of 9th and 10th grade pupils in ROC/Ps. '

 Funding Reduction. Because ADA is not reported by grade level, the
precise amount of state funds apportioned for the attendance of ninth and
tenth grade pupils is not known. Based on head count enrollment reports,
however, we estimate that this recommendation would result in a General
Fund savings of approximately $13 million. Consequently, we recommend
that the budget proposal be reduced by $13 million. We further recom-
mend the 'adoption of Budget Bill language directing the Department of
Education to certify the amount of funding provided for this purpose in
1982-83. By applying this reduction only to those ROC/Ps which enrolled
ninth and tenth grade pupils in 1982-83, our recommendation would not
affect adversely any ROC/P’s capacity to enroll pupils in grades 11 and 12.

“Specifically, we recommend Sle following Budget Bﬂﬂanguage:

“Provided that no Regional Occupational Center/Program shall enroll
_pupils in grades 9 and 10.” - : :

.
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“Provided further that the Department of Education shall certify to the
Director of Finance the amount of state funding apportioned to ROC/
Ps in 1982-83 for the attendance of pupils in grades 9 and 10. The
Department of Education shall reduce each ROC/P’s authorized 1983
84 ADA level by a factor of 1.1 times the amount of grade 9 and 10
enrollment in that ROC/P in 1982-83.” . C o

d. New Criteria for ROC/P and Adult Education Vocuiiohul Course Approval

We recommend that the Legislature adopt supplemental language di-
recting the Department of Education to develop new criteria for approval
of state funded ROC/P and Adult Education vocational courses, based
upon skill level, wage level, and documentation of local Iabor market
shortage, We further recommend that these criteria be applied to existing
as well as new or revised courses. e SR

ROC/Ps are required to submit a description of each proposed new or
revised course to the State Department of Education't%r approval. Ac-
cording to state regulations, courses must “meet the labor gemand{’ as
determined and verified by the ROC/P, and ROC/Ps must “make use” of
an occupational advisory committee for each course. Similarly, Adult Edu-
cation . vocational courses must have “high- employment potential.”
However, there is no requirement that ROC/Ps take into.account the
relationship between labor demand and supf)ly, the skill level of the occu-
pation, or the wage level. Similarly, current law requires the local govern-
ing body of each ROC/P and Adult Education program to review every
course initiated after September 22, 1979, in order to'ensure that the
course (1) meets a documented labor market demand, (2) does not un-
necessarily duplicate other programs, and (3) is effective, as measured by
the employment and completion success of its.students. These criteria,

like the state regulations, emphasize labor demand rather than the sup-
ply/demand relationship. S e T
‘Our'review indicates that ROC/P directors and Adult Education pro-
gram administrators decide to-operate courses primarily onthe _ba’sisbf (1)
. the pupil demand for the course, (2) the likelihood of job placement
following training, and (3). the cost of the course. In many cases, this has
resulted in the operation of courses which train pupils for occupations that
have low skill requirements, low wages, and no shortage of job applicants.
Examples of such courses, offered in 1982-83,,inélu§le courses to-train
pupils to be restaurant waiters, waitresses; dishwashers, and cashiers, gro-
cery store: checkers, amusement park attendants, pet groomers, cos-
metologists, .child development -aides, ‘recreation aides, service station
attendants; and hotel clerks. e ,
" In oceupations such as these, there is generally an adequate supply of
" job applicants who are either qualified or.can obtain the necessary skills
through on-the-job training provided by the employer. The number of
pupils completing traunn%m public school vocational courses in cosmetol-
ogy in 1979-80, for example, was four times the estimated number of job
opportunities. o S R :

By allocating lirnited state resources for job training in these occupa-
tions, less funding is available to improve the quantity and quality of
training which can be provided in priority areas such as electronics, com-

uter applications, and health. Moreover, training students for jobs in
abor s_ux;plus occupations does nothing to improve employment oppor-
tunities for the labor force as a whole. Where an Adult ‘Education or
ROC/P graduate is hired to fill a job in one of these occupations, it simply

;
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means that another qualified ap(flicant or job holder is displaced.

Conse%uentlr, we recommend that the Department of Education de-
velop and implement regulations revising ROC/P and Adult Education
vocational course approval criteria for state-funded courses so that in the

wﬂf) e based primarily on the following factors: skill level,
wage level, and documentation of local labor market shortage (including
an assessment of the ability of the employer to conduct the necessary
training). Courses restricted to handicapped persons would be exempt
from these criteria. -~ _ ‘

Currently, only new or revised courses must be submitted to the depart-
ment for approval. If new criteria are adopted, however, existing courses
should be reviewed for consistency with the criteria. The department can
accomplish this task on a phase-in basis, beginning with courses involving
low-skill occupations.

In developing the course approval criteria, the department should at-

- tempt to incorporate quantitative measures of skill level, such as the Spe-

cific Vocational Preparation codes used by the U.S. Department of Labor.

Although it is difficult to aggregate labor supply and demand data at the
local level, the department can require ROC/P directors (with the assist-
‘ance of their occupational advisory committees) and Adult Education
program administrators to submit evidence of a labor market shortage and

“to verify that the training could not be assumed by the employer. The

Education Code requires each district or county superintendent govern-

- ing an ROC/P to conduct local job market surveys. These surveys, in

conjunction with existing supply and demand data and job outlook narra-
tives published by the Employment Development Department for coun-
ties and Standard Metropolitan Statistical Associations, can serve as the
basis for documenting the degree of labor market shortage for occupations
covered by ROC/P and Adult Education vocational courses. This task

"should be facilitated by the publication of a guide, currently being devel-

oped by the California Occupational Information Coordinating Commit-

tee, designed to assist local program administrators in the use of labor

market information in the planning process. ’ '
Specifically, we recommend that the Legislature adopt the following

Supplemental Language: ‘ '

~ “The State Board of Education shall, by December 1, 1983, adgft regula-
tions establishing new criteria for the approval of vocational trainin
courses in Regional Occupational Centers and Programs (ROC /Psf an
Adult Education programs, based on occupational wage level, skill level,
and labor market shortage. It is the intent of the Legislature that state
funding be prohibited for courses (excluding courses for handicapped
Fersons) that provide training in occupations with low wages, low skill
evels, no labor market shortage (ﬁonsidering the relationship between
labor demand and supply), or where employers have the capacity to
conduct the necessary training. It is further the intent of the Legislature
that existing, as well as new, courses be reviewed for approval, on a
phase-in basis, beginning with courses in low skill occupations.”

e. Pilot Program for Block Grant Funding
We recommend that the Legislature adopt Budget Bill language estab-

lishing a three-year pilot program to fund up to five ROC/Ps on a block
grant basis. : , ' ‘
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ROC/Ps are funded on a revenue limit basis. For each pupil in average
daily attendance (ADA), the ROC/P receives a fixed amount of state
funds equal to the revenue limit established for the ROC/P. Revenue
limits in county-operated ROPs ranged from $1,369 per ADA to $4,199 in
1980-81. Pursuant to a new method of funding implemented for 1982-83,
each ROC/P’s annual growth in ADA over the prior year is funded at the
same rate—the statewide average revenue limit for district-operated
ROC/Ps (81,612 per ADA). ~ ,

In contrast to revenue, which is a fixed amount per ADA within any
particular ROC/P, the cost of individual training courses or programs
varies: some courses cost less per ADA than the revenue generated, others
cost more. Consequently, the ROC/P director must balance the low-cost
and high-cost courses in order to stay within total budgeted resources, a
process known as “cost averaging.” Thus, any ROC/P director who desires
to operate high-cost courses (such as those in high technology fields) has
a fiscal, rather than programmatic, incentive to operate low-cost courses.

.To the extent that such courses are in occupations where the need for

trained persons is relatively low, this results in a suboptimal curriculum.
As mentioned previously, our field visits indicate that this is occurring to
a considerable extent. Low-cost courses, such as cosmetology, friﬂuently
are offered by ROC/Ps in spite of low wage levels and a generally ade-
quate supply of job applicants relative to demand.

In order to explore options for eliminating the adverse impact on pro-
gram curriculum that currently results from the revenue limit mechanism
used to fund ROC/Ps, and to give ROC/Ps more opportunity to shift their
curricula toward higher technology occupational training, we recommend
that the Legislature establish a three-year pilot program under which
ROC/Ps would be funded by block grants rather than revenue limits.
Under this proposal, ROC/Ps would receive the same level of funding
which they would have received under the revenue limit system (includ-
ing annual inflation and growth allowances), but would have the discre-
tion to reduce their enrollment without losing funds. (The pilot %io’ect
ROC/Ps would be subject to the same limit on ADA growth which is
applicable to other ROC/Ps.) ‘

Specifically, we recommend that the Legislature direct the Department
of Education to select up to five ROC/Ps to participate in the pilot pro-
gram, based on a review of plans submitted by interested ROC/Ps. Each

lan should indicate how the funds will be expended, and should show
ow. the curriculum will be enriched. This recommendation could be
implemented by adopting the following Budget Bill language:

“Provided that the Department of Education shall select up to five
ROC/Ps to participate in a three-year pilot program in which the ROC/
Ps will be funded by a block grant, based on each participating ROC/P’s
entitlement if funded for authorized enrollment growth under the
regular program. Provided further that each ROC/P applying for the
program shall submit to the department an expenditure plan, and that
each participant shall submit an annual report on courses, expenditures,
and enrollment.” -

We will review the results from this pilof Ii:'ogram, if established, and
report our findings and recommendations to the Legislature in the Analy-
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f. RGC/P Equalization : ’

We recommend that the Legislature adopt Budget Bill language to
allocate inflation allowances for Regional Occupational Centers and Pro-
grams (ROC/Ps)-according to an equalization mechanism. :

Regional Occupational Centers and pro%ns (ROC/Ps) are funded on
the basis of revenue limits. These revenue limits vary considerably among
the individual programs. The ROC/P revenue limit per ADA in San Mateo
County, for example, was $3,106 in 1981-82, while the ROC/Ps in Contra
Costa and Santa Cruz Connties had revenue limits below $1,700.

These revenue limits reflect historical expenditire patterns rather than .
objective measures of need. We find no justification for the wide disparity
among the ROC/P revenue limits. Consequently, we recommend that
these revenue limits be equalized. In order to move toward equalization,
we recommend that inflation allowances for these t%rogra.ms be allocated
according to an equalization mechanism similar to the one used for school
district revenue limits. '

Specifically, we recommend adoption of the following Blidget Bill lan-

guage: : ‘

“Provided that the funds appropriated for a COLA for Regional Occu-

pational Centers and Programs (ROC/Ps) shall be allocated pursuant to

the following formula: ,

(1) calculate the average revenue limit per ADA in the ROC/Ps;

(2) multiply the amount from: (1) above by 0.03;

(3) divide the result from (2) above by 2;

(4) increase the ROC/P revenue limit per ADA by the result from (2)
above for all ROC/Ps with a revenue limit per ADA equal to or less
than the average; : -

(5) increase the revenue limit per ADA by the amount determined in

~ (3) for all ROC/Ps with revenue limits equal to or greater than 125

})erc.ent of the average; '

or ROC/Ps with revenue limits between the averaﬁe and 125 per-

cent of the average, increase their revenue limit by the amount

determined in (3) above plus an amount determined by multiply-
" ing the amount determined in (3) above by a factor of: 25 minus
the percent above the average revenue limit, divided by 25.
(7) "Any remaining funds after allocation pursuant to (1) through (6)
above shall be allocated by increasing each ROC/P revenue limit
er ADA by an amount determined by dividing the remaining
ds by the amount of reported ROC/P ADA.”" :

The effect of this language would be to increase per ADA funding for
low expenditure (less than $1,743 per ADA) ROC/Ps by more than the 3
percent proposed in the budget, while high expenditure ROC/Ps would
receive a per ADA increase significantly less than 3 percent.

6)

g. Administrator-Teacher Ratio

We recommend that the Legislature adopt Budget Bill Ianguage to
‘make Regional Occupational Centers and Programs (ROC/Ps) subject to
the same ceiling on administrator-teacher ratios that is applied to high
school distriets, provided that each ROC/P be allowed at least 1.0 adminis-
trative position without penalty (potential General Fund savings of up to
- 81 million annually).
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In order to control unnecessar]); growth in the number of administrators,
the Education Code requires school districts to pay a penalty for exceed-
ing a specified ratio of administrators to teachers. ROC/Ps are exempt
from this requirement. ' . :

Table 14 shows the distribution of ROC/Ps according to the number of
administrators per 100 teachers in 1981-82. The information in the table
is based on resgonses to a departmental survey from 54 of 65 ROC/Ps. The
ratios ranged from 4.2:100 to 22.7:100. Our examination of the data indi-
cates that there is no relationship between the size of ROC/P and the
relative number of administrators.

Table 14
ROC/P Administrator/Teacher Ratios

1981-82° ,
Administrators ) . Number Percent
Per 100 Teachers _ v of ROC/Ps of Total
0-7.0 : 13 24.1%
7.1-14.0 28 519
14,1-21.0 , 7 : 129
Over 21.0 : 6 11.1

Total ‘ 54 ‘ 100.0%

8 Based on Department of Education (CBEDS) report. 54 of 65 ROC/Ps responding.

The wide variation among the ROC/Ps in the number of administrators
indicates the need for some control mechanism.

Although we do not have an analytical basis for determining the cost-
effectiveness of the statutory ceilinénon- administrator/teacher ratios that
applies to high school districts, we find no reason why ROC/Ps should be
exempt from these ceilings. Under the statutory ceiling, a district must pay
a penalty for exceeding a ratio of seven administrators for every 100
teachers (or 14.3 teachers per administrator). Table 14 shows that about
76 percent of the ROC/Ps responding to the department’s survey exceed-
ed this limit. : '

Some of the individual ROC/Ps which would be affected if the statutox_?;
ceiling were applied to these programs are relatively small agencies wit
only one administrator. In recognition of the diseconomies of scale in-
‘volved in small ROC/Ps, we recommend that each ROC/P be permitted
at least 1.0 administrative position without penalty. This would affect eight
of th}(:, 41 ROC/Ps which reported more than seven administrators per 100
teachers. - : = , :
- As applied to school districts, penalties for exceeding the statutory ceil-
ings on administrators are based on current year data. onsetiuently, if our
 recommendation is adopted, the penalties would first apply to 1983-84
staffing ratios in excess of the ceiling. The ROC/Ps wouldp Slerefore have
] ilings. If the existing ratios were not
adjusted to stay within the ceiling, this recommendation would result in
. approximately $1 million in apportionments being withheld, for a corre-
sponding savings to the General Fund. S v
Specifically, we recommend the adoption of the following Budget Bill
language: | '
“Provided that the apportionment for ROC/Ps exceeding the adminis-
trator-teacher ratios for high school districts shall be adjusted pursuant
to the procedure specified in Education Code Sections 41400 through

© 43776610
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41406, except that each ROC/ P shall be allowed a minimum of 1.0

administrative position.”

h. Institute for Computer Technology

‘We recommend that the Legislature adopt Budget Bill language to fund
the Institute for Computer Technology as an exemplary project under the
Investment in People Program, rather than from the appropriation for
Regional Occupational Centers and Programs, as provided by current law.

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

We believe that the Institute for Computer Technology represents an
innovative effort in multi-district coordination. We recommend, however,
that the institute continue to be funded in 1983-84 as an e_xemplari; project
of the Investment in People program (Staff Development), rather than
be supported from the ROC/P appropriation, for the following reasons:
-« Because the institute serves elementary and junior high school pupils,

as well as senior high school pupils, its role differs from that of the
ROC/Ps, which are designed to prepare high school pupils. for im-
mediate entry into the job market. '

¢ High school pupils in the institute are eligible to enroll in the Santa

Clara and San Jose ROC/Ps, which intend to offer computer skills
courses in 1983-84.
o Funding the institute from the appropriation proposed for ROC/Ps
will have the effect of reducing the amount available for enrollment
~growth in the existing ROC/Ps. ;

Specifically, we recommend that the following Budget Bill language be
adopted for the ROC/P item: o :

“Provided that, Education Code Section 52484 notwithstanding; no

funds from this item shall be apportioned for enrollment in the Institute

‘for Computer TechnOlogy. Provided further that the Institute for Com-

puter Technology shall be funded, up to a maximum of 500 ADA, as an

exemplary project in the Investment in People program- (staff develop-
nl:fnt) , to the extent that funds are made available for this program in
this act.” g EER ' :

Because all staff development programs (including the exemplary
projects funds) are included in the proposed block grant program, we
suggest that any action on this recommendation be coordinated with the

Legislature’s decisions regarding the block grant. =~
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i. Unfunded Legislation—Chapter-1044, Statutes of 1982 S

Chapter 1044, Statutes of 1982, permits district-operated ROC/Ps to
accumulate excess reserves (year-end balances exceeding 15 percent ‘of
o¥:eratina§ exSenditures) over a period of two or more years, for purposes
of capital outlay. Prior law required that such reserves be returned to the
state General Fund. ; _ o ; :

The budget includes Chapter 1044 in its list of statutes for which General
Fund costs are projected for 1983-84 but which are not funded in the
budget. Our analysis indicates, however, that this act will result in-a loss
. - of revenue, rather than an increase in cost that would:require fu.r:ldlne%1 by

a Budgefi Act appropriation, and therefore should not be considered as

“unfunded. ‘

4. Urban Impact Aid and Chapter 323 (Meade) Aid (Ifemb6100-206-00'l)

a. Overview

In 1976 and 1977, the Legislature created new funding mechanisms to
grovide additional general aid to certain school districts. For 1983-84, the
uddg:lt proposes that 19 urban districts receive $59.7 million in additional
funding under the Urban Impact Aid program, and that over 250 districts
receive $9.4 million in additional funding under Ch 323/77 (Meade) aid.
Generally, both funding mechanisms are subsumed under the heading of
Urban Impact Aid. L
Table 15 displays the funding levels for these Urban Impact Aid funding
‘mechanisms, for the past, current, and budget year. As the table indicates,
the budget proposes a 3 percent cost-of-living adjustment for both mech-
anisms in 1983-84. ‘ R

Table 15

Urban impact Aid and Chapter 323 General Aid
{in thousands)

Actual Estimated =~ Proposed Change
1981-82 1982-83 1983-84 Amount  Percent

Urban Impact Aid ......occoivernns $58,003 $58,003 $59,743 $1,740 3%

Chapter 323 general aid ... 9Tl 9100 9373 Z 3
TORAIS e L4 6718 #9116 $2013 3%

b. Recommend Elimination of COLA S Lo

We recommend that funding for the cost-of-living adjustment proposed
for Urban Impact Aid be deleted, because there is no analytical basis for
providing such an adjustment to this type of program, for a General Fund
savings of $2,013,000. (Reduce Item 6100-226-001, by $2,013,000.)

Urban Impact Aid uses categorical fundmg mechanisms to provide gen-
.eral aid to seIl)ect'ed districts. The funds provided under these programs can
be used to support any expenditure by the district. Unlike funding pro-
vided under other categorical programs, these funds are not earmarked
for a specific educational purpose or a %)eciﬁc group -of pupils. '

Typically, cost-of-living adjustments (COLA) are appropriated for pro-
grams that are tied to a specific type of service (for example, Miller-Unruh
reading teachers) which has become more costly due to inflation (for
example, due to increases in teacher salaries). -

. Our analysisindicates that this logic does not apply to Urban Impact Aid.

These funds are notrestricted to a specific service. Consequently, districts
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do not routinely incur increased costs in supporting an Urban Impact Aid
“prograrn.”” Faced with a general increase in costs, those districts receiv-
ing Urban Impact Aid have the flexibility to redirect their Urban Impact
Aid funds to less costly items and services. Accordingly, we cannot support
the need for a cost-of-living adjustment in the Urban Impact Aid pro-
grams, and recommend that funding for the proposed COLA (Item 6100-
226-001) be deleted, for a General Fund savings of $2,013,000. '

5. State Educational Block Grant (ltem 6100-218-001) o

‘The Governor’s Budget proposes to consolidate nine General Fund local
assistance programs into a single block grant. - o

‘Table 16 shows the past and current year expenditures for the programs
to be consolidated and the proposed appropriation for the block grant in
the budget year. o
e T , Table 16 SRR
General Fund Local Assistance Funding for Programs

. Proposed to be Consolidated into the '
~State Educational Block Grant
{in thousands)

Actual =~ Estimated ~ Proposed Change

1981-82 1982-83 1983-84 Amount . Percent

‘Economic Impact Aid ... - $171,346 - $171:.737 ($171,737). - - —
School Improvement Program 162,658 - 162,695 .. (162,695). — _
Instructional Materials ............ 39976 40678 (40,678) - -
Gifted and Talented Education . 16,883 16,838 (16,838) - — -
Miller/Unrub- - Reading Pro- . » S

gram 16,181 16182 (16,182) - =
Staff Development......coumivie 3,328 ¢ 12793 " (12,736) © —$57 ~04%
Demonstration ' Programs in oo .
"+ Reading and Mathematics 3,558 . 3558 (3,558) — -
Educational Technology ............ . 998 810 - (870) - -_—
Native American Indian Educa- "~ =~ ' S

‘tion Program .....emessene ’ 319 318 (318) — =
State Educational Block Grant - —_ 495,612 —_ —_

Totals...ccoorurrenne esessisessresontnenes $415,157 $425,669 $425,612 —$57 N/A

In addition, the budget proposes to include in the block grant funding
that otherwise would be used for state administration of vocational educa-
tion sVEA) . VEA local assistance funding would remain, however, outside
the block grant, arid would continue to be allocated pursuant to federally-
approved formulas. In our analysis of the budget’s request for state admin-
istration, we discuss the proposed changes in state operations associated
with the block grant. We also present a separate analysis of each of these

rograms proposed for consolidation, using our traditional format, in or-
xéer to provide the Legislature with information on the individual pro-
grams in the event the Legislature decides not to include some or all of
the programs in the proposed block grant. - =~ - : v
- ‘As shown in Table 16, the budget proposes no COLA for these nine
programs in 1983-84, in contrast to the Eu‘ get’s proposal that a 3.0 percent
"COLA be granted to most other categorical aid programs. gThe $57,000
reduction in the staff development component shown in Table 16 reflects
the funds carried over from 1981-82 to 1982-83, and thus not part of the
baseline amount for this activity.) - R ‘
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a. Inadequate Information

We recommend that by April 1, 1953; the State Department of Educa-
tion provide the information needed by the Legislature to review ade-
quately the advantages and disadvantages of the State Educational Block
Grant. We withhold recommendation on the proposed local assistance
funding for the block grant ($425,612,000); pending receipt of this informa-

- tion. R : '. »

Before the Legislature can consider the block: grant proposal, it will
need information on (1) how the funds would be allocated to school
districtsand (2) how much flexibility school districts would have in allocat-
ing the funds among schools and programs. At the time this Analysis was
prepared, this information was not available. S

> Our review indicates that consolidating categorical education programs

into a block grant would have a number of advantages and disadvantages.
In this section, we discuss the potential advantages and disadvantages of
establishing an education block grant. In subsequent sections of this Analy-
sis, we discuss the individual categorical programs proposed for consolid{-
tion into the block grant. T
- Advantages. The advantages of establishing a state education block
- grant are as follows: »

o Responsibility for establishing funding levels for programs would be
vested with the level of government most familiar with, and most

© responsive to, local needs. : '

« Responsibility for administering the programs would be assigned to
that level of government best able to oversee program operations.

¢ Administration of the programs at the local level could be centralized

- and streamlined, because districts would not need to-comply with
state program regulations and reporting and auditing requirements

‘which apply to individual categorical programs.

"o The state would experience savings, because not as many state staff
- would be needed to administer the programs. - :
- Disadvantages. The disadvantages of establishing a state education
block grant are as follows: o
_e The state would be unable to direct funds to programs having a high
statewide priority : ‘ ;
. Specializeg programs that are provided most efficiently on a state-
" wide or regional basis might be eliminated or made less efficient.

« Districts would lose access to the specialized expertise of state staff,
unless some technical assistance components (perhaps funded on a
reimbursement basis) were maintained.

o (Sfrvices which are now uniform throughout the state would vary by

istrict. .

o Some districts might have difficulty in providing those services now
provided by state staff, because they lack the resources needed to
perflorm _certain administrative and programmatic functions effec-
tively. -

In addition, we believe the administration needs to address the follow-

ir;:? issues before the Legislature will be able to determine the potential
effects of the proposed block grant: S :

« Will funds be allocated (1) by a formula based on pupil characteristics,
(2) by a formula based on average daily attendance, or (3) by a
competitive grant based on proposed expenditures? The programs
proposed for consolidation currently use iﬁ three allocation methods.
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Any change in the current allocation methods undoubtedly would

~result in funding shifts among districts. S

¢ Will the proposal include allocation control provisions if there are
funding 'sll')xifts, to ensure that no district receives less or more than a
specified percent of the funds received from the separate programs
in 1982-83? In other words, will districts be held harmless against
“excessive” reduction in funding? : ;

.o Will .the funds be provided: as general aid, available for financin,

~general salary increases and benefit improvements  determine
through the collective bargaining process? If not, what specific pur-
poses can the funds be used to support? :

o Why were these nine programs selected for inclusion in the block
grant proposal while other similar categorical programs not included?
For example, Urban Impact Aid is not proposed for inclusion in the
block grant, even though it is a general aid categorical program.

¢ What is the basis for the administration’s assumption that establish-
ment of the block grant would result in a 5 percent increase ($21

- million) in funds, available for teaching services in 1983-84, and a.10
percent increase ($42.5 million) in 1984-85. (These amounts are based
on the administration’s assumption that 20 percent ($85 million) of
the funds received by local districts for these programs are used to pay
for administrative costs, and that a quarter of these costs could be
saved and reallocated in 1983-84 and half could be saved and real-
located in 1984-85. We estimate that direct administrative costs for all
local district progams is approximately 5.3 percent.)

o Will existing school site councils and advisory committees have any
control over the allocation of these funds? (Under the current sunset
provisions established by AB 8 (Ch 282/79), school site councils would
continue to have authox;iﬂr over the allocation of School Improvement
P:io)gram funds even if all other rules and regulations were terminat-
ed. N

Without this type of information there is no way to compare the
proEosed grant to the current categorical aid system.

The Governor’s Budget, however, indicates that the details of the block
grant proposal will not be developed fully and available to the Legislature
until August 1, 1983. We recommend that the administration accelerate its
timetable and provide by April 1, 1983, the information needed for legisla-
tive review of the block grant proposal. Pending receipt of this informa-
* tion, we withhold recommendation on this proposal.

B. CATEGORICAL EDUCATION PROGRAMS

1. Consolidated Categorical Programs S »

This section analyzes the state and federal categorical aid programs
currently administered by the State Department of Education’s Con-
solidated Programs Division.

The Governor’s Budget proposes to include most of these programs
within a single State Educational Block Grant (Item 6100-218-001). Never-
theless, we include in this section our analysis of each categorical program
both to facilitate legislative review of the block grant program and to assist
the Legislature in the event it decides not to include some or all of these
programs in the proposed block grant. .

Table 17 displays (1) funding for federal ECIA Chapters I and II and
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Frog:ams which are not included in the proposed block grant and
undi to be

ni level for each state categorical program which is propose
in the block grant.

Table 17
Funding for Programs
Included in the Consolidated Programs Division
{in thousands)
Actual  Estimated  Proposed - Change

. ‘ v 1981-82 1982-83 198384  Amount Percent
Consolidated program components not

included in proposed State Educa-

tional Block Grant: ,
State administration ..........oeevvereeenenes $3,864 $1,995 $2,049 $54 2.7%
ECIA Chapter I .. 212545 252,776 952,776 — -
"ECIA Chapter II — 33,228 3208 - — -
- Subtotals , : $276,409  $287,999 $288,053 $54 -
Consolidated - programi  components
proposed for inclusion in State Edu-
cational Block Grant: '
State AMINiStration ...........cssrerriseesenes $4,015 $5,820 $6,083 . $263  45%
School Improvement Program e 162,658 162,695 162,695 - -
Economic Impact Aid....cccummsrereneess 171,346 171,737 171,737 — -
Miller-Unruh 13,387 16,182 16,182 - -
AB 1544 Indian Education..............ccreern. 319 318 . 318 — —
Subtotals $351,725 - $356,752 $357,015 $263  01%
Totals $628,134 . $644,751 $645,068 - $317 —
General Fund SI5LT25  $366752  $IBTOI5 8263 01%
Federal funds 276,408 287.999 285,053 54 -
Reimbursements. 6 —_ —_ - -

a. Econémi;_ Impact Aid and ECIA Chapter | Aid (ltems 6100-218-001 and
6100-136-890).

The. primary source of state funding for compensatory education serv-
ices to educationally disadvantaged students is the Economic Impact Aid
(EIA) program. Similar educational services are supported with federal
funds provided under the federal Education Consolidation and Improve-
ment Act (ECIA) Chapter I. Table 17 displays funding for these two
programs. , : c : . PR

Economic Impact Aid (Item 6100-218-001). The intent of EIA is to
provide funds for supplemental educational services, particularly in basic
skills, to children who (1) have difficulty in reading, language develop-
ment, 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. EIA funding served 269,000 pupils in 1981-82.

Although the budget proposes to fold EIA into State Educational Block
‘Grant, we present this analysis of EIA in order to provide specific informa-
tion about the program that will assist the Legislature in deciding (1)
whether to fold the program into a block grant and (2) if it decides not
to eliminate the program, what actions should be taken with respect to the
program in the 1983-84 budget. T :
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Allocation Formula Change Needed ' ’

We recommend that the Legislature adopt Budget Bill language t
change the EIA formula so that EIA allocations are based on the statewide
distriet count of Limited English Proficient pupils, rather than on the
district count of only Spanish and Asian surnamed and American Indian
pupils. We further recommend that legislation be enacted to amend the
relevant sections of the Education Code to reflect this formula change.

Economic Impact Aid (EIA) is a mechanism for distributing aid to
school districts for the provision of compensatory education services; in-
cluding services to limited English proficient (LEP) pupils. The funds are
allocated through a complex formula which determines the “unmet need”
of each school district. Need is calculated using factors related to: t%)
additional resources necessary to serve LEP pupils, as projected by the
number of Spanish and Asian surnamed and American Indian pupils, (2)
family dpoverty, as determined through a combination of welfare and in-
come data, and (3) pupil transiency, as.computed from the districts’ aver-
age daily attendance.

Our analysis indicates that the current method for determining the
impact of LEP pupils—identifying the number of Spanish and Asian sur-
named and American Indian pupils—is not the most accurate method
available. A statewide census is now conducted each spring to specifically
identify limited English proficient children. (The results of the 1982 Lan-
guage Census are discussed as part of our analysis of bilingual education.)
We recommend that this census data be used, instead of the current proxy
data, for determining the potential impact of LEP pupils. By changing the
EIA formula in this way, the state would: ' o

More accurately target bilingual education funds to LEP pupils. Using
the LEP census data would ensure that districts with the highest propor-
tion of pupils actually needing bilingual education would receive funding.
Under the current formula, pupils who are fully English proficient (FEP)
but have Spanish or Asian surnames, or who are American Indian, trigger
EIA funds for their district. In addition, there are districts that have LEP
pupils who are neither American Indian nor Spanish or Asian surnamed.
According to the spring 1982 census, 32,305 (7.5 percent) of California’s
LEP ]iupils have a J)nmary language other than Spanish or one of the
Asian languages, and thus presumably are excluded from the determina-
tion of LEP pupil impact for each school district. Further, although Cali-
fornia has approximately 33,000 American Indian pupils, only 380, or 1

-percent of all American Indian pupils, are LEP. ‘

Encourage a more accurate identification of LEP pupils by school dis-
tricts.  Under the current system, identification of LEP pupils may trig-
ger various bilingual education requirements but will not result in any
additional bilingual education funds. The recommended formula change
would serve as an incentive to school districts to make certain that all LEP
pupils are appropriately identified. Our analysis indicates that because (1)
LEP status is clearly defined by-existing law, and (2) the SDE monitors,
on.a ‘sami)lle basis, district census procedures, it is not likely that the
formula change would encourage districts to report non-LEP pupils as
being LEP.

Because the formula change would (1) more accurately target funds for
bilingual education and (2) encourage more accurate identification of
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LEP pupils, we recommend that the Legislature adopt .the following
Budget Bill language: ,
“The. Superintendent of Public Instruction shall use each district’s
spring census count of limited English proficient pupils, rather than the
count of Spanish and Asian surnamed and American Indian pupils, as a
factor in determining each school district’s Economic Impact Aid alloca-
tion.” :

Education Consolidation and Improvement Act—Chapter | (ltem 6100-136-
001) ' ‘ .

We recommend approval.

The federally funded Education Consolidation and Improvement Act
(ECIA) Chapter I also provides support for compensatory education serv-
ices to educationally disadvantagecf students. Both ECIA Chapter I and
Economic Impact Aid (EIA) fund a variety of supplemental educational .
services for children having difficulty mastering basic skills or who attend
tlzaérsgﬁtsezd schools. ECIA Chapter I Klnded services for 368,000 pupils in

Table 17 displays the local assistance expenditures for Chapter I, which
are estimated to be $252,776,000 in 1983-84.

b. Transition Progiam For Refugee Children (Item '61100-176-890)_
We recommend approval. ‘ :

The federally-funded Transition Program for Refugee Children

TPRC), authorized by the Refugee Act o% 1980, supersedes and expands
the Indochina Refugee Children Assistance Program. TPRC provideslocal
assistance to school districts which have experienced heavy enrollments
of refugee children, primarily Cuban, Haitian, and Indochinese. The:
Tngl;_(_]s;erved 46,366 refugee pupils in 260 California school districts in
1 . ' . -

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

« bilingual education/English language development.

e community and school orientation.

» development of curriculum and materials. S

« liaison activities between families, school personnel, and refugee as-

sistance agencies.

« testing, assessment, and placement of incoming pupils.

TPRC grants are allocated to school districts-through a formula based
on the number of eligible pupils, their grade level, and the number of
years they have been in the United States. The SDE allocates one profes-
sional position for monitoring school district census procedures, transmit-
ting TPRC entitlements, and providing technical assistance through
workshops and statewide mailings. Federal regulations limit state opera-
tions to 1 percent of the state’s total TPRC grant.

Table 18
Transition Program for Refugee Children
(in thousands) :
Actual Estimated  Proposed Chang:

1981-82 1982-83 198384  Amount  Percent

State Administration ... 872 $73 $78 $5 » 6.8%
Local ASSIStance .....coeeeeiervmnmerrmverrens 6,855 7,637 7,637 -
Totals $6,927 $7,710 $7,715 $5 0.1%
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Table 18 displays the 3-year funding history for the TPRC. Although the
Befugee Act of 1980 funding expires on September 30, 1983, the Gover-
nor’s Budget anticipates that TPRC funding will be $7, 715 ,000 in 1983-84—
approx1mate1y the same amourit ava.llable in 1982-83.

¢. Bilingual Educuhon

- Because (1) a major pnorlz of the EIA, ECIA Chapter I, and TPRC
programs is to promote Englis proﬁmency and (2) there continues to be
a high'level of interest in the state’s bilingual education efforts within the
Legislature we E) resent our analysis of this pro%ram separately.
Current state law requires that limited-English proficient (LEP) pupils
;i‘owded a basic bilingual education program consisting of (1) an
Eng ish language development component and (2) a primary language
component for instruction in basic skills until the LEP pupil mﬁ?es a
transition to English. Current law also authorizes a limited number of
experimental bilingual education programs.

State funding for bilingual education programs is prov1ded primarily
unider Economic Im gact Aid. Additional state funding for services to LEP
pupils may be prov1 ed as part of other programs such as Demonstration
Programs in Reading and Mathematics and Special Education. Federal
programs, including ECIA Chapter I, Migrant Education, and the Tran31-
tion Program for Refugee Children, "also serve LEP pupxls

Because of the multiplicity of programs and funding sources for bilin-
gual education, California’s fotal expenditures for b1hngual educatlon can-
not be determined.

Annual Census of LEP Pupils, Current law requires that all school
districts conduct an annual census to determine the home language of
each pupil enrolled in the district, and to assess the language skills of those
puipils w%-xose primary language is other than English. Table 19 shows the
results of this census for each of the past three years.

As indicated in the table, the number of LEP pupils 1ncreased by 32
percent (325,748 to 431,449) between 1980 and 1982. Of the 1982 LEP pupil
population, 75 ]i ercent have Spanish as their %nmary language. The table
also indicates the rapid increase in the number-of Asian language LEP
pupils that has occurred since 1980.

Table 19

Number and Increase of K-12
L_lmlted English Proficient Pupils

Change Over -

e ) : . . Three Years :

Language - 1980 1981 1982 Amount ©  Percent

Spanish .........cc i vresbaiuedesseens 257,033 285,567 322,526 65493 . 254%
Non-Spanish .. 68,715 So91,227 - 108,923 40,208 585
Vietnariese (14,018) (22,826) (27,733) (13,715). 9738
Cantonese (10,174) (14,196) (16,096) - (5922) - 583
Korean .......... (6,599) (7,508) (7,980) (1,381) 209
Philippino (6,658) - (6.752) (8,569) (1911) 987
All others (31,266) (39,945) (48,449) (17,183) 54.9

“TOtALS .ivvrorsosserensercsesenes 395,748 376,794 431,449 1057701 32.4%




Item 6100 K-12 EDUCATION 7/ 1345

SDE Translation of Bilingual Education Paperwork Needed

We recommend that the Legislature adopt supplemental language re-
quiring the State Department of Education to serve as a clearinghouse to
provide translations of all forms and memoranda that school districts are
required to give to non-English speaking parents, because it is costly and
Inefficient for each school district to produce individually such transla-
tions. v : ' :
Various categorical programs require that school districts send the par-
ents of LEP pupils certain forms and memoranda in a language which the
f)are‘nt_s understand—in most cases, a language other than English. The

anguage census questionnaire explained earlier is an example of the type
of form which must be translated into numerous lanﬁ;la%fs and sent to
parents. Other examples include: a letter explaining the free lunch pro-
gram, an explanation of the role and responsibilities of parent advisory
committees, Chapter I complaint resolution forms, an explanation of Cali-
fornia Assessment Program test scores, and a statement of the rights of
parents of special education pupils. . ~

During our field visits, we determined that although every school dis-
trict is required to distribute some or all of these forms, each district is
individua.%y responsible for obtaining the necessary translations, even
though the forms are the same throughout the state. In some cases, dis-
tricts had difficulty finding a qualified translator, and in many cases dis--
tricts had to divert compensatory education funds from education
programs to pay for translation costs. " ,

Our analysis indicates that the effectiveness of state support for com-
Eensatory education would be enhanced if the SDE served as a clearing-

ouse for bilingual education paperwork. This is because: - ‘

o It is inefficient for each school district individually to translate forms

_that are used throughout the state. v

¢ The diversion of compensatory education funds from programs to pay

the cost of these duplicative translations could be halted were the

. SDE to take the lead in obtaining the translations.

« Some districts are unable to obtain qualified translators.

Our analysis also indicates that the SDE could undertake a clearing-
house role of this type within its existing resources. Currently, consultants
in the SDE possess translation capabilities in at least 6 foreign languages.
The SDE could also contract, at minimal cost, for the short-term services
of a translator for those languages not represented in the department.

Consequently, we recommend that the Legislature direct the SDE to
serve as a clearinghouse for bilingual education paperwork for those lan-
guages which are spoken by at least 1 percent (approximately 4,300
pupils) of the state’s LEP pupil population. A 1 percent floor would make
the SDE the coordinator for translations into seven languages, and thus
would result in-.the department meeting the translation needs of most
school districts, without requiring it to provide translations of the rarer
and usually more localized forei%n languages. Sf)eciﬁ(:ally, we recommend
that the Legislature adopt the following supplemental language:

“Beginning with the 1983-84 school year, the SDE shall provide free of
charge to-school districts, a translation of all forms and memoranda
which school . districts are required, by state or federal law, to give
non-English speaking parents. SDE translations are required only for
those foreign languages which are sgoken by at least 1 percent of the-
state’s current Limited English Proficient pupil population.”
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d. School Improvement Program (ltem 6100-218-001).

“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. : .

The Governor’s Budget proposes to fold the School Improvement Pro-
gram into the State Educational Block Grant (Item-6100-218-001). We
present our analysis of SIP as a separate program in order to provide
specific information about the program that will assist the Legislature in
(Eaciding (1) whether to fold the program into a block grant and (2) if it
decides not to eliminate the program, what actions should be taken with
respect to the pro%ram in the 1983-84 budget.

As'shown in Tab
the block grant program in 1983-84 includes $162.7 million for the School
Improvement Program, the same amount appropriated for SIP in the
current year. »

Allocation of SIP Funds. Schools are selected for participation in the
School Improvement Program on the basis of applications submitted to
the State Board of Education. In the initial year, schools receive planning
grants at the statutory rate of $30 per ADA. The statutory rates for im-
plementation grants are $148 per ADA for grades K-3; $90 per ADA for
grades 4-8, and $65 per ADA for grades 9-12. There is no statutory limit
on the number of years a school may participate in SIP, but there is
provision for the termination of grants upon a finding by the local govern-
ing board that a school’s Frogram has fgiled, over a four-year period, to
substantially meet its declared objectives. . .

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

Prior Expansion. The School Improvement Program was initiated in
1977-78. It revised and expanded the Early Childhood Education (ECE)
program. In 1977-78, 871,000 pupils in average daily attendance (ADA),
attending 2,928 schools, participated in SIP. The program was expanded
to serve 1,349,000 ADA. in 3,468 schools (879 districts) in 1980-81, and has

remained at that level ever since. Currently, SIP serves 32 percent of total

K-12 ADA, 53 percent of the schools in the state, and 85 percent of the
school ‘districts. Because SIP replaced the ECE program, which served
pupils in grades K-3 only, SIP is concentrated in the primary grades.
About 68 percent of statewide K-3 ADA participates in SIP, compared to
22 percent for grades 4-6, and 21 percent for grades 7-12.

We know of no analytical basis for determining what the level of funding
for the School Improvement Program should be. At the same time, we
conclude that the current distribution of funds under the program is not
defensible from an analytical standpoint. This deficiency could be over-
come in one of two ways: (1) increase funding for SIP so that all interested
districts can be brought into the program or (2) reallocate existing SIP
funds among all districts. .

Increase Funding to Expand the Program. Because planning grants
are funded at a rate substantially lower than implementation: grants, the
cost of expanding SIP is relatively low in the first year. The second-year
cost of expanding SIP, however, is_‘ap?roximately twice the first-year cost
for grades 9-12, three times the cost for grades 4-8, and about five times

e 17, the level of funding proﬁbsed in the budget for v'
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the cost for grades K-3. This is an important factor in the consideration
of any plan to expand participation in SIP by increasing the amount of
funds appropriated for the program. T S
SIP schools are permitted to carry over unexpended balances from
planning grants into the implementation phase of the program. Our analy-
sis indicates that schools frequently carry over significant portions of their
planning grants, sometimes in excess of 50 percent. This indicates that
planning grants could be funded at a rate lower than the $30 statutorily
authorized rate per ADA. ‘ ' , .
Reallocation of SIP Funds. . If the Legislature chooses not to appropri-
ate additional funding for the School Improvement Pro%ram, the alloca-
tion of funds among c%istricts could be made more equitable in one of the
following ways: " : B R Co P :
o Reduce the grants to schools that have been in the program for a
. specified period of time. - For example, a 20 percent reduction in
grants to those schools that have been in the program for three years
would free-up approximately $30 million for reallocation to non-par-
ticipating districts. This might be appropriate. since the affected

schools have benefitted from the program the longest and have had

sufficient time to identify successful school improvement practices
that warrant funding from within their regular revenue limit. This
alternative, however, would require the affected schools to cut back
their program unless the funds have been used for nonrecurring ex-

" penditures (developing a new science curriculum or purchasing com-
puters, for example) or can be offset by alternate funding sources.

o Reduce all K-3 grants by a specified amount. As stated previously,
SIP authorizes allocations of $148 per ADA in grades K-3, compared
to $90 for grades 4-8 and $65 for grades 9-12. Presumably, the differ-
ential was established in order to emphasize instruction in the pri-
mary grades and, possibly, in recognition of the differences in school
size (enrollment) between elementary and secondary schools. A 20
Fercent reduction in a%rants for K-3 ADA would provide agpro,ximate-

y $22 million for reallocation to non-participating schools. -

-As in the case of the preceding alternative, the programmatic im-
pact of a reduction in SIP grants for K-3 pupils will depend on how
these funds have been used in the past, It would appear, however, that
a reduction in K-3 SIP grants would be feasible. Approximately- 275
elementary schools that arée funded under SIP only for grades K-3
have elected; under provisions of the School-Based Program Coordi-
nation Act, to apply their SIP funds to grades 4-6 as well. .

o Permit districts tIEat are partially funded for the School Improvement
Program to_reallocate funds from SIP schools to schools that are not
participating in the program. ~ This would allow a more effective use
of the funds within districts, assuming that familiarity with the needs
of individual schools tends to be greatest at the local level.

SIP Program Evaluation. _Asrequired by Chapter 894/77 (AB 65),; the
Department of Education contracted in 1980 for an independent evalua-
tion ‘of SIP, at a cost of $771,241. Since then, the contract has béen aug-
mented by $35,036, and the due date for the evaluation has been extended
from October 1, 1982 to April 1, 1983. L : ‘

The final report will describe the patterns of program implementation,
analyze the extent to which SIP programs can improve the quality of
instruction, and specify the conditions under which state program compo-
nents and implementation strategies are effective in creating well-imple-
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mented programs. To accomplish these tasks, the evaluators have sur-
veyed SIP participants in approximately 200 schools and conducted inten-
sive fieldwork in approximately 50 schools.

e. Miller-Unruh Reading Program (Item 6100-218-001).
The Miller-Unruh Reading program is designed to upgrade the reading
“achievement of low-performing K-6 pupils by funding reading specialists
for participating schools, In the current year, the state will allocate approx-
imately $17,000 per full time reading specialist. School districts must pay
for the remainder of the specialist’s s a:'iy. ’

The Governor’s Budget proposes to fold the Miller-Unruh Reading pro-
gram into the proposed State Educational Block Grant (Item 6100-218-
001) . In this section, we present our analysis of the Miller-Unruh program
in order to provide specific information that will assist the Legisfature in
deciding (1) whether to fold the program into a block grant and (2) if it
decides not to eliminate the program, what actions should be taken with
respect to the program in the 1983-84 budget. ‘

Funding. Table 20 shows ‘_{)l;rticipation in and funding for the Miller-
Unruh program. The level of funding proposed in the budget for the block
grant program in 1983-84 includes $16.2 million from the Miller-Unruh
program in 1983-84, the same amount appropriated for the program in the
current year. ‘ ’ ’ '

Table 20
Miller-Unruh Reading Program
Participation and Funding

Actual  Estimated Prbpbsed . Change
1981-82 198983 198384 Amount Percent

Appropriation (thousands) ...owiencerneenns $16,181 $16,182 $16,182 — —
Number of districts ‘ . - 161 162 162 - -
Number of teachers 967 976 976 — -
Estimated statewide average elementary : '

- “teacher salary . $20,626 $22,100 $22,100 : —_ -

Average amount paid per full-year position - $16,745 $17,427 $17,427 - —
Percent of statewide average elementary ,
teacher salary paid by state ... 81.2% 78.9% 789% — —_

8 Proposed for inclusion in the State Educational Block Grant program.

Reallocation: of Milter-Unruh Funds

We recommend that the Legislature adopt Budget Bill language requir-
ing the Department of Education to reallocate Miller-Unruh Reading
Program funds, based on California Assessment Program reading scores
and district base revenue limits, in order to comply with legislative intent
that funding be targeted on districts with the greatest need.

The Miller-Unruh program was implemented in 1966-67. Participation
“increased from 53 districts in that year to 302 districts in 1969-70. It then
declined steadily to 169 districts in 1978-79, and has remained at approxi-
mately this level ever since. Because it is the policy of the department to
renew annually (to the extent feasible) the grants to participating schools, -
most of the current Miller-Unruh schools have been participating in the
program for more than 10 years. No additional schools have been added
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to the program since 1978-79, and applications are not being solicited by
the department.

In enacting the Miller-Unruh program, the Legislature declared its in-
tent that funding priority be given to those districts and schools “where
the need for reaglng instruction is greatest and the financial ability of the
districts to provide it is least.” The department, however,. has not re-
viewed the Mxller-Unruh schools to determine whether leg1slat1ve intent
is being met by the current allocation of funds.

We anal yze(i’ a sample of Miller-Unruh schools, and found 15 schools
which (1) ranked in the top quartile in terms of 1981-82 California Assess-
ment Program (CAP) reading scores, and (2) aré in districts that have
revenue limits above the statewide average. This indicates that a realloca-
tion of Miller-Unruh program funding is needed if the priorities set by the
Legislature are to be met. Consequently, we recommend that Budget Bill
language be adopted requiring the department to open the program for
new applications and effect a reallocation of fundmg, based on CAP read-
ing scores and district revenue limits.

Specifically, we recommend adoptlon of the following Budget Bill lan-
guage:

“Provided that the Department of Education shall reallocate Miller-
Unruh Reading program funding to school districts, based on the follow-
ing criteria: lowest ranking California Assessment Program reading
scores and district base revenue limits.”

f. State Preschool Program (Item 6100-196-001)
We Recommend Approval.

The objective of the State Preschool program isto prov1de an education-
al preschool experience for children from low-income families. Preschool
programs are administered by 115 school districts which enroll 11,300
children, and by 76 nonprofit agencies which enroll 8,000 children.

Table 21 shows actual, estimated, and projected expendltures for this
program.

Table 21
State Preschool Expenditures
- {in thousands) ) e
Actual  Estimated - Proposed Change =~
1981-82 . . 1982-83 1983-84 Amount Percent

State Operations e $54T° $458  $d86 28 61%

Local Assistance * 30,064 30,341 31,250 909 30

Scholarship Incentive Program (239) . (239). (A6 () (80
Totals $30,611 $30799 $31 136 U §937 - 30%

2 Total. local assistarice, including amounts funded: through the consohdated apphcatwn process :
b Includes $56,065 in one-time federal funds for audits of Headstart programs. .

The budget proposes éxpenditures of $486, OOO for state operatlons and
$31.3 million for local assistance in support of the State Preschool programs
in 1983-84. The proposed budget for state operations is $28,000, or 6.1
percent, more than estimated current-year expendltures for this purpose,
while the proposed budget for local assistance is- $909,000, or 3 percent
more than estimated current-year expenditure level:

Our review indicates that these adjustments are consistent W1th budget
guidelines, and consequently, we recommend approval




1350 / K-12 EDUCATION Item 6100
DEPARTMENT OF EDUCATION-—Continuved

g. Federal Block Grant (ltem 6100-101-890)
We recommend approval.

In 1982-83, the federal government consolidated 31 assistance grant
- programs into a single block grant. Federal law requires that (1) at least
80 percent of the block grant be allocated as local assistance, (2) no more
than 20 percent be retained for state operations, and (3) an advisor
committee be formed to advise the state on the initial allocation of funds
for local assistance and state operations. Federal law prohibits the state
from specifying how the local assistance funds will be spent by the dis-
tricts.

Last year, the Legislature allocated $35.4 million (84 percent) for local
assistance and $6.6 million (16 percentg for state operations in 1982-83, as
shown in Table 22. The Governor’s Budget proposes to continue the block
grant allocation for local assistance and state operations (adjusted for
normal price increases) at the same level authorized by the Legislature
for the current year. Table 22 shows federal funding for the block grant
programs in 1981-82 prior to consolidation, and in 1982-83 and 1983-84
after consolidation. ’ ,

Table 22

Federal Block Grant Funding
(in thousands)
Actual  Estimated Proposed Change
1981-82 1982-83 198384 Amount Percent
State Operations - $6,236 $6,454 $6,664 $210 33%
Local Assistance: :
Shown in Governor’s Budget 27,929 34,838 34,838 — —
Not Shown in. Governor’s Budget 23,123 — —

Totals 7288 sl L2 20 05%

2 Some programs awarded grants directly to local school districts, and complete data on these grants are
not available.

The federal block grant was initiated during the current year. Conse-

uently, there are no data available at this time which can provide a basis
or evaluating the use of these funds. Because the budget proposes: to
continue the legislatively approved allocation levels for this program,
however, we recommend approval.

2 Nonconsolidated Categorical Programs

This section discusses the categorical aid programs that are not part of
the consolidated application process, and are not. part of other major
programs.

Table 23 shows local assistance expenditures and funding sources for
these categorical aid programs. ‘

a. Education Consolidation and Improvement Act—Chapter 1 Migrant
Education (ltem 6100-141-890) : ,

The federally-funded Migrant Education program was established in
1965 to provide supplementary education services to children of migrant
and formerly migrant parents. In the current year, the State Department
of Education (SDE) will distribute migrant education funds to school
districts, primarily through 10 regional offices which are operated through
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Table 23
Nonconsolidated Categorical Programs
Local Asslstance Expenditures and Funding Sources
(in thousands)

Actual ~ Estimated Proposed Change
1981-82 1952-83 1983-84 Amount  Percent

ECIA, Chapter I—Migrant  ............... $58,785 . $63,442 $63,442 — -
Demonstration programs in reading :

and mathemahcs B eversssssesstuniioons < 8,558 3,558 3,558° —_ —
Legal education © ...... . 200 200 200 - —

Driver training °..... . 17,336 17,844 17,844

Transportation & ., 169,934 173,542 178,223 $4,681 2.1%
Instructional materials 4177 40,678 40,678° — —
Staff developrient © ........ 3,328 13,088 13,031° 57 —04
Indian education centers € . 751 750 714 24 3.2
Vocational education & &* .............. - 78,846 82,816 66,571 —-16.245 —196
Adult education apporhonments €. 159259 - 150,838 150,124 -4 - —05
Adult basic educahon LT 7,552 9,375 9,375 — —_
Federal block grant..... 3 27,929 L P — —
Environmental educatxon 495 495 399 —9% -194
Gifted and talented % ...... . 16,883 16,838 16,838* —_ —_
Educational technology &.........cccccrnens 798 870 870° — —
Totals . $587,831 $574,334 $561,927 —$12,407 —22%. -
General Fund $396,843  $399892 - $4038%6 $3934 1.0%
Federal funds : 161,481 140,691 126446  —14245 —-101
Other state funds and rezmburse- ‘ L
ments 29507 33,761 31,655 ~209% —62

a Included in the proposed State Educational Block Grant (Item 6100-218—001)
Transferred to consolidated categoricals.
f Indicates federal funds support.

8 Indicates General Fund support.

* Indicates support from other state funds and reimbursements.

certain county offices of education. (In 1983-84, there will be 13 reglonal
offices.) - In ‘addition, five school districts, at thelr T a(}uest operate their
Migrant Education program independent of a regional office, and receive
their funds directly from the SDE
The budget reports that 131,000 puplls are served by Mlgrant Education
in 1982-83.
ically, school districts use rmg:r ant education funds to employ addi-
);fteachers and aides to work directly with migrant pupils. Districts
also supply a variety of educationally related services, such as counseling,
health care, and college preparato pro ams. Further, the regions and
districts use the Migrant Student Record Transfer System (MSRTS)
assure that migrant students’ files follow them wherever they move \mthm
the United States.

Table 24 .
Federal ECIA Chapter | Migrant Education Funds
Actual Estimated  Proposed Change

1981-82 1982-83 1983-84 Amount Percent

State OPErations ... sereeeisrins $1,839 $2,120 82,181 $61 2.8%
Local assistance rereeeenn 58,785 63442 ' 63442 | IE—

Totals... e $60624 965562 96568 %61 —
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As shown in Table 24, California expects to receive approximately $65.6
million in federal migrant education funds in 1983-84. The budget pro-
poses to allocate $63.4 million of this amount for local assistance to regions
and districts—the same as in 1982-83; The balance—$2.2 million is
proposed for state operations. ‘

Failure_‘fo Serve Eligible Migrant Pupils. in I.os‘Ang‘erlyes Counfy

We recommend that the State Department of Education report during
budget hearings on why it has not implemented a Migrant Education
program to serve all eligible Los Angeles County pupils, as required by
supplemental language to the 1981 Budget Act. We further recommend
that the department report on the levels of funding provided for the pilot
project to identify and recruit eligible pupils in Los Angeles County.

In our Analysis of the 1981-82 Budget Bill, we stated that as many as
41,000 Lios Angeles County puipils may have been eligible for, but were not
receiving; services through the Migrant Education program. Subsequent-
ly, the Legislature adopted language in the S;zfp]ementa] Report on the
1981 Budget Act requiring the SDE to (1) take all necessary actions to
identify and recruit%y September 1, 1982, as many eligible Los Angeles
County pupils as possible and (2) implement-educational programs for
these pupils by September 1, 1983. At the time the language was adopted,
a project.conducted by the Los Angeles County Superintendent of SchoIs
had identified 3,077 eligible pupils in six school districts.

‘As a result of the supplemental language, additional migrant education
funds were allocated to Los Angeles County for project expansion. In the
current school year, 19 school districts are either serving or have identified
6,306 anigrant pupils. This reflects a 105 percent increase over a three year

eriod. . . Ce : R :
P Although funding for the Lios Angeles County project has increased, we
believe that the SDE may not be complying with the intent of the supple-
mental language. Our analysis indicates that: ‘

The SDE has provided no funding for Migrant FEducation services in
three Los Angeles County school districts which have identified eligible
pupils; Three districts have successfully completed an identification and
recruitment process funded through the SDE, which produced a total of
800 pupils'eligible for migrant education services. The SDE, however, has
denied additional funds to these districts for implementation of migrant
education programs for these pupils, R

‘Additional djstricts have requested, but have been denied, funding to
begin the identification and recruitment process. - According to the Los
Angeles County Office of Education, a minimum of five school districts
want to begin an identification and recruitment process which could pro-
duce an estimated 1,500 to 2,000 additional migrant pupils eligible for, but
not receiving, migrant education services. Although required to make
every effort to identify and recruit as many eligible mi%rant pupils as
possible, the SDE has provided no funding for Los Angeles County dis-
tricts seeking to begin an identification and recruitment process.

The SDE has indicated to the Los Angeles County Office of Education
that the funding restrictions are the result of limited federal migrant
education funds. Our analysis, however, fails to validate the Department’s

explanation because: = - :
o The SDE has not been able to spend all funds available in a given
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year. For example, SDE carried over $3.1 million in unspent funds
from 1981-82 to 1982-83. The SDE estimates that $4.4 million will
carry over from the currént year into 1983-84. . o
¢ California’s share of federal migrant education funds is determined by
the number of eligible pupils. As more pupils are identified in Los
Angeles, California’s share should increase. - , s
o The SDE achieved savings of Migrant Education funds in the current
year. It did so through cutbacks in (1) the 1982-83 service agree-
ment for the Migrant Education Mini-Corps program, and (2) the
Education Commission of the State’s Migrant Education Task Force.
These savings could have been redirected to the Los Angeles project.

Elsewhere in this Analysis, we recommend the reduction of an addition-
al $262,000 in 1983-84 migrant education funds. These funds could also be
redirected to the Los Angeles project. . .

‘Because (1) a significant number of eligible pupils are being denied an
opgortunity to receive services under the Migrant Education program
and (2) the Legislature has directed the SDE to identify and serve these
pupils, we recommend that the SDE report during budget hearindgs on
why all eligible Los Angeles County pupils are not being served and why
funds for program expansion have not been allocated. o

Migrant Education Mini-Corps Program. _ ' L
The State Department of Education (SDE) contracts annually with the -
Butte County Superintendent of Schools to conduct the statewide Mini-
Corps program. The Mini-Corps operates a niné-month school year pro-
gram and a summer school program. Both programs seek to (1) provide
services to migrant education pupils, by using college students as teacher
aides in migrant education classrooms and (2) increase the number of
bilingual professionals available to serve migrant children by encouraging
college students to become teachers. During the Fall 1982 semester, 259
college students enrolled in 15 institutions of higher education were serv-
ing as Mini-Corps aides. ' . o L
The 1982 Summer and 1982-83 school year Mini-Corps service agree-
ments resulted in-expenditures of $2.9 million..The program, under the
supervision of the SDE, is directly administered by 10 positions in the
Sacramento and Oroville Mini-Corps offices, and by 16 certificated cam-
pus coordinators. : C ' e
Language included in the Supplemental Report to the 1982 Budget Act
directed that the SDE attempt to reduce the level of administration for
the Mini-Corps program. Our review: of the 1982-83 Mini-Corps contract
indicates that SDE has complied with this directive, and has made substan- .
tive reductions in Mini-Corps administrative costs. The Sacramento Mini-
Corps office - currently is staffed by four professional and four clerical
positions—a reduction of three professional and one clerical positions. The
Oroville Mini-Corps office is staffed by one professional and one clerical:
position. L - ¥ ‘ ‘ B '

Recommend Department of Finance Approval of Next Mini-Corps Service
Agreement o e ‘ '
We recomumend that the Legislature adopt supplemental language re-
quiring that the Director of Finance review and approve, prior ‘to. im-
Dplementation, the 1953-84 Mini-Corps Service Agreement between. the
State Department of Education and. the Butte County Superintendent of
Schools in order to assure that it complies with a legislative directive,
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Language contained in the Supplermental Report to the 1982 Budget Act
requires that all California State University (CSU) Mini-Corps partici-
pants apply for work-study financial aid in order to offset migrant educa-
tion-funded stipends wherever possible. The language also directs the
Mini-Corps to return to the SDE for redirection to local assistance, the
offset amount of the participant’s stipends. N : o

Data supplied by the SDE indicates that all CSU Mini-Corps participants
applied for work-study funds, and that 36 of these participants received a
total of approximately $43,000 in work-study funds to of{Is)et all or part of
their stipend. Our analysis of the 1982-83 Mini-Corps service agreement
between the SDE and Butte :County indicates, however, that the service
agreement does not reflect the $43,000 offset. Consequently, this savings
has not been redirected from stipends to other local assistance, as required
by the supplemental language. Instead, the funds constitute an overpay-
ment to the Butte County Office of Education. '

Because the offset and redirection called for by the Legislature have not
been reflected in the 1982-83 agreement between the department and the
county, we believe that better oversight of the department’s contracting
procedures is needed. Consequently, we recommend that the Legislature
adopt the following supplemental language directing the Director of Fi-
nance to review the 1983-84 service agreement in order to make sure that

it complies with legislative intent: _
“Migrant Education Mini-Corps Service Agreements. The Director of
Finance shall review and approve the 1983-84 Mini-Corps Service
Agreement between the State Department of Education and the Butte
County Superintendent of Schools prior to its implementation. The
Director shall determine’ that any offset of Migrant Educationn Mini-
Corps stipends is redirected to other Migrant Education local -assist-

ance.”

Recommend Redirection of Mini-Corps Campus Coordinators

We recommend that the Legislature adopt supplemental language di-
recting the State Department of Education to reduce 16 full-time school
year Mini-Corps campus coordinator positions to eight full-time equiva-
lent positions to reflect workload requirements for a Federal Trust Fund
redirection of $219,000. . « o

Supplemental language to the 1982 Budget Act requires the Legislative
Analyst to report on the effectiveness of Mini-Corps campus coordinators.

Campus coordinators are located at each of the 16 community ‘colleges.
and state universities that have Mini-Corps programs. The campus coor-
dinators report to the Mini-Corps Director and Associate Director. Each
campus coordinator is allocated a half-time clerical position and funds for
travel and office expenses. = o o . O

Our review .of Mini-Corps personnel data and our field visits indicate
that campus coordinators have four basic functions: ' :

(1) to recruit college students to serve as Mini-Corps aides,

(2) to assure-that aperwork is completed,

(3) " to train aides, anc? T : ,

(4) - to supervise and evaluate aides. , e :

On average, each campus coordinator serves from 8 to 23 ' Mini-Corps
aides—an average of 16 aides per coordinator: In addition, the aides work
under-a certificated classroom ‘teacher who provides diréct and constant
supervision. Sl ‘ :
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Our review indicates that full-time school-year campus coordinators can
be reduced to half-time because: o

1. Adequate supervision and assistance for an average of 16 Mini-Corps
aides can be accomplished on a half-time basis. T R T

2. Classroom teachers provide direct day-to-day supervision and leader-
ship for Mini-Corps aides, as can the regional Migrant Ediication staffs,
rec‘1 ucing the need for campus coordinators to supervise and evaluate the
aides. ' : o

3. More of the responsibility for training Mini-Corps aides can be shifted
from campus coordinators to the classroom teacher and regional migrant
education staff because they are already providing such services for the
regular migrant education aides.

Because campus coordinators serve relatively few Mini-Corps aides and
because their supervisory and training role duplicate the activities of
classroom teachers and regional staff, the coordinator position for éach
campus can be reduced to half-time without having an adverse impact on
the program. Conversely, one campus coordinator could serve two cam-
puses full-time and supervise 32 aides. By reducing funding in the Mini-
Corps pro%fam budget to the level needed to support ei%ht professional

ositions, the SDE would save $219,000 in salary and benefits which could
e redirected to other programs serving migrant pupils. For these reasons,
we recommend. that the Legislature adopt the foﬁowing supplemental
language: ‘ o

“Migrant Education Mini-Corps Campus Coordinators. The SDE, dur-

ing renegotiation of the Mini-Corps service agreement, shall contract

for no more than eight full-time equivalent campus ¢oordinator ‘posi-
tions. : ’

Unacceptable External Evaluation ~

We recommend that the State Department of Education report during
budget hearings on the status of the external Migrant Education evalua-
tion which has been returned to the evaluator for revision. -~

In April 1980, the State Department of Education (SDE) contracted
with RMC Research Corporation for an-external evaluation of Migrant
Education. The evaluation is estimated to-cost approximately $890,000.
Supplemental language to the 1982 Budget Act directed our office to
review and report on the findings of the evaluation, » S o

We are unablfe to report on the evaluation at this time because the SDE
has rejected RMC’s final report and returned it for revision. In returning
the report, the SDE indicated that the regort was superficial in its treat-
ment of the major topics under study. In addition, the SDE found that the
report failed to provide evaluative conclusions and demonstrated a funda-
mental misunderstanding of California’s Migrant Education program.

Accordingly, we recommend that the SDE report during budget hear-
ings on the status of the evaluation. - R L :

b. Driver Training/Traffic Safety Education’(Items 6100-001-178 and 6100~
171-044). , ' . ' SRS
The Department of Education administers a driver. training program
which includes both a laboratory phase (behind-the-wheel training) and
classroom driver education. For nonhandicapped students, currént law
limits state reimbursement for costs incurre(f’ Ey districts in offering the
laboratory phase to the lesser of $60 per pupil, or actual costs. For hand-




1356 / K-12 EDUCATION Ttem 6100

 DEPARTMENT OF EDUCATION—Continued

icapped students, the state reimbursement is limited to $200 per pupil.
Beginning in 1982-83, these costs are funded from the Motor Vehicle
Account of the State Transportation Fund.

The department also administers a School Bus Driver Instructor Train-
ing program which prepares teachers to instruct classes for prospective
operators of these vehicles. ‘

. Driver Training (Item 6100-171-044). Table 25 displays the funding
levels for the Driver Training program for the past, current, and budget
years.. . . :

Table 25
~ Allocations for Driver Training
- {in thousands)

Actual - Estimated  Proposed Change
1981-82 - 198283 1983-84 = Amount Percent

Driver Training

State Operations......... , . $98 899 $99 — -
Local Assistance . . o

“Regular .... . . 16,039 . 16,569 16,569 — —

" Handicapped wervaes 1,207 1215 1275 = —

" Subtotals $17,336 $17,844 $17,844 — -

Totals , $17,434 $17,943 $17,943 - —

Driver Training Penally Assessment Fund.. $17434 $99 $99 — —
Motor Vehicle Account, State Transportation i

Fund , : — 17,844 17,844 - —

‘Local Assistance Funding Transfer—Control Section 24.10
We recommend approval. :

Prior to the 1982 Budget Act, local assistance for the driver trainin
program was funded from the Driver Penalty - Assessment  Fun
(DTPAF), which receives its revenues from traffic citations. issued to
violators-of the:Vehicle Code. This fund was created exclusively for the
g‘urpose of supporting the Driver Training program. Any unencumbered

alances in this fund at year-end generally were transferred to the Gen-
eral Fund. ‘ ; ' '
"~ The 1982 Budget Act changed the source of funding for Driver Training
local assistance in 1982-83 from the DTPAF to the Motor Vehicle Account
of the State Transportation Fund. This was done to free-up resources in
the DTPAF for transfer to the General Fund: ‘

The budget progoses that in 1983-84 the Driver Training program again
be funded from the Motor Vehicle Account, making an additional $17.8
million available for transfer to the General Fund in the budget year. The

. transfer would be accomplished by Control Section 24.10. According to the
budget, this section, by transferring all unencumbered balances in the
Driver Training Penalty Assessment Fund (DTPAF) to the General Fund
on June 30, 1984, would result in a General Fund revenue increase of $22.5
million on June 30, 1984, .

- In short, the budget proposal continues the action taken in the 1982
Budget Act to maximize General Fund revenues by reverting DTPAF
funds that otherwise would be used to fund driver training. Because (1)
Section 24.10 is a continuation of current policy, and (2) funds currently
are available in the Motor Vehicle Account which can be used to finance
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the Driver Training program, we recommend approval of the control
section.

Dr|ver Training Overbudgehng : :

We recommend that the amount budgeted for driver training Iocal as-
sistance be reduced by $508,000 because these funds will not be needed
during the budget year, due to declining enrollment in tlze program
(Reduce Item 6100-171-044 by $508,000.)

The Department of Educatlon indicates that enrollment in school dis-
trict driver training ams is roughly correlated with the enrollment
in public high schools e Population Research Unit of the Department
of Finance estimates that enrollment in California high schools declined
from 1,245,380 students during the past year to 1,216,100 in the current
year, and prOJects another enrollment declirie to 1,213,900 (0 2 percent)
durmgl e budget year.

Additionally, the SDE has indicated that during the past five years

enrollment in school district driver training programs has declined from -~

approximately 327,000 pupils enrolled in 1977-78, to an estimated enroll-
ment of 250,000 in 1981-82. This translates to an average enrollment de-
cline in the program of 5.9 percent per year during the five-year period.
The budget indicates that as a result of a general enrollment decline in the
program, local assistance expenditures tor the Driver Training program
were $508,000 less than budgeted in 1981-82. We estimate the Driver
Training program will experience a similar enrollment decline during the
budget year. Accordingly, we recommend the bud tiet request for driver
trarmncgl local assistance be reduced by $508,000—the amount of savings

" realized in 1981-82. This will result in a $508,000 savings to the Motor
Vehicle Account of the State Transportation Fund.

Competency-Based Driver Training Programs. - Trad1t10nal Dnver
Training programs are ‘based on the concept'that every student must
receive a stipulated minimum amount of behind-the-wheel instruction
and rear seat observation time, without regard to individual differences -

“in driver com (Yetency Therefore, under the traditional program, students
have received a minimum. of six hours of behmd-the—wheel instruction;
regardless of their driving skill..

Practitioners of driver education and trammg have long recognized that
students enter into the program with varying entry level skills and knowl-
edge. In recognition of this, a competency-based mode of driver tra.lmng
has been instituted in 223 school districts, which is based on the premise
that students should be trained to a common level of | erformance without
regard to “seat time.’ Thrs premse recogmzes the erent1a1 skill levels
between students. -

~The department reports that inicreased numbers of local school drstncts
are adopting a comgetency—based mode of driver training. As of this wnt-
ing, of tﬁe 396 school districts that offer Driver Training programs; 223 (5
percent) offer competency-based programs. The department expects tl t
to increase to 75 percent {)y the end of the current school year. =

. .Driver TrammgProgTams Excess Costs. The Driver Training program

currently is funded by the state though a reimbursement system under
which the state reimburses local school districts in the budget year for
their actual costs in the prior fiscal year, up to.a maximum of $60 per pupil
for regular students, and $200 per pupil for handicapped students. -

For many years, the state reimbursement prowdeg to districts has not
been sufﬁcrent to fund the dlstncts full cost of driver training. In 1979—80
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the cost-per-student for regular and handicapped driver training was $107

and $235 per student, respectively, versus Sxe $60 and $200 per student

aeimbursement provided by the state for regular and handicapped stu-
ents. ‘

Because of the increased number of districts offering competency-based
driver training programs, however, the statewide average cost of this
program per-student has been reduced to $65 in 1981-82, which is closer
to the $60 per-student state reimbursement rate. In view of the cost reduc-
tions achievable by local school districts through competency-based pro-
grams, we expect school districts to continue to switch to this mode of
offering driver training in the future, resulting in continuing reductions
in average per student program cost. '

- Termination of Statutes and Regulations. Assembly Bill 8 (Ch 282/79)
specified that if legislation is not enacted to continue the driver trainin

. program past its scheduled June 30, 1983 termination date, all statutes an
regulations pertaining to the use of driver training funds shall be discon-
tinued on that date. .

" The Legislative Counsel has opined that school districts would still be
required to provide a driver training program after June 30, 1983 in order
to receive state aid, but the manner o?instruction of driver training could
be designed locally by the districts in order to meet the needs of their
students. The State Department of Education would assume the responsi-
bility for administrative reviews of locally designed programs, to insure
that they meet the general purpose of the terminated program, and would
still apportion fungs to those programs which meet these general pur-
poses. ‘

Our examination of the statutes and regulations that now govern this
program indicates that a substantial portion of them would become inop-
erative if legislation is not passed to extend the program beyond June 30,
1983. Among those provisions which would terminate are those which:

s mandate the course content of driver training; .

o establish pupil eligibili]t?l standards for driver training;

o standards for automobiles used in driver training classes; and

-« govern the contracting-out by school districts of driver training in-

struction to private driving schools.

A large number of school districts have already -essentially exempted
themselves from many of these statutes and regulations by securing a
waiver from either the Department of Education or the State Board of
Education. The waiver enal:ﬁes them to offer the competency-based mode
of driver training instruction. ‘

Because this program is already permissive, and because many. school
- districts have already been exempted from the statutes and regulations
governing the program, we believe there would be little effect on school
district programs if the Driver Training program is allowed to terminate
on June 30, 1983. The termination would not result in any administrative
cost savings in the Department of Education, however, because the driver
training program currently is staffed by only 1.6 positions; and the depart-
ment would still be required to conduct. administrative reviews of pro-
grams to insure that they meet the general purpose of the terminated
program. ' .
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School Bus Driver Instructor Training Program (ltem 6100-001-178)

We recommend approval, o

The budget proposes the appropriation of $457,000 ($254,000 from the
Driver Training Penalty Assessment Fund and $203,000 from program -
reimbursementsz’ for support of the School Bus Driver Instructor Training
program in the budget year. This represents a $13,000 (2.9 percent) in-
crease over current-year estimated ‘expenditures of $444,000. ($244,000
from the Driver Training Penalty Assessment Fund, plus $200,000 from
program reimbursements). Qur analysis indicates that the request is rea-
sonable, and we therefore recommend approval. :

c¢. Home-To-School Transportation (ltems 6100-“1-001 and 6100-101-001)
We recommend approval.

‘The school transportation program provides state aid to school districts
for providing home-to-school transportation. State aid is provided through
two meacxlls——regular transportation aid and small school district transpor-
tation aid. : ' : . :

Regular transportation aid (Item 6100-111-001) reimburses approved
transportation costs. Previously, the amount of such aid provided to a
distriet was based upon local assessed property valuations and state reim-
bursement rates. Cﬂapter 100, Statutes of 1981 (AB 777), however, re-
pealed these provisions, and AB 2448 .(Ch 1192/82) stipulated that for
1981-82 and future years, state reimbursement shall be based on a district’s
actual approved home-to-school transportation costs for the prior fiscal
year, limited to a specified “ceiling” amount. - o

Small school district transportation aid, funded in Item 6100-101-001,
f)rovides additional general state aid to school districts (1) with 2,500 or

ess average daily attendance and (2) 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, and it may be used for a variety of other purposes. Table
26 displays the funding levels for these programs in the past, current, and
budget years.

Table 26
Home-To-School Transportation Aid
(in thousands)

Actual Estimated  Proposed Change
1981-82 1982-83. 1983-84 Amount Percent

Regular Transportation Aid........cc..r $152,416 $156,024  $160,705 $4,681  3.0%
Small District Transportation Aid ........ 17518 17,518 17,518 - =
Totals $169,934 $173,542 ‘ $178,223 $4,681 - -3.0%

The budget for 1983-84 proposes an appropriation of $160.7 million for
regular transportation aid in 1983-84—which is 3 percent more than the
amount approved by the Legislature for the current year—and $17.5 mil-
llgon1 for small district transportation aid—the maximum amount allowed

y law. : »

The budiet request, however, probably will change as the effects of AB
2448 on school district transportation categorical aid requests become
known. The Department of Finance indicates that an amendment to the
budget will be submitted in March to reflect any change in the amount
neeged'for 1983-84. -
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- AB 2448 Transportation Aid. Chapter 1192, Statutes of 1982 (AB 2448),
‘authorizes a permanent home-to-school transportation. categorical aid
funding mechanism, beginning in 1982-83, to replace the previous mech-
anisms established by AB 777 (Ch 100/81) and prior law. AB 2448 bases the
amount of a school district’s home-to-school transportation aid unon actual
and approved' transportation costs incurred in the prior year, up to a
ceiling amount.: . 0 SRR RO
. The ceiling amount is based upon the adjusted state transportation aid
actuilllﬁ' received by individual school districts in the prior fiscal year, plus
any inflation increase .apgrogriated by the Legislature in the Budget Act.
The statute also allows'school districts to adjust this ceiling amount so that
a district can switch between its transportation categorica! aid request and
_its géneral aid revenue limit request (and vice-versa) any 1980 transporta-
" tion costs (plus acéumilated inflation adjustments) wi,:.ich .the districts
financed from their general aid funds in that year. This transportation cost
amount generally is referred to as the “encroachment amount”; and re-
flects the extent to which school district transportation .costs required
funding within a district’s 1980 general aid revenue limit funds. =~
'~ Because actual transportation costs incurred by school districts in the
_past five years have equaled or exceeded the ceilizﬁ‘ amount, this option
‘allowing districts to adjust the ceiling essentially allows them to specify
how they want the “encroachment” portion of their transportation aid to
be received—through either their general aid apportionment, or through
their home-to-school transportation categorical aid reimbursement.
. School districts will, in general, choose the option which provides them
the largest inflation adjustment on this “encroachment” amount. Conse-
quently, as a result of AB 2448, in.future years there will be a constant
switching by school districts of this “encroachment” ‘amount between
their transportation categorical aid request and their general aid appor-
_ tionment request in order to obtain the larger inflation adjustment..
. In 1983-84, general aid apportionments are budgeted to. receive a 6
'gercent‘ inflation adjustment, compared with 'a 3 percent adjustment
yudgeted for home-to-school transportation categorical aid. Therefore,
school districts probably will transfer as much of their “encroachment”
amouit as possible to their general aid request in order to receive the
larger inflation adjustment. o ‘
- Termination of Statutes and Regulations for Transportation Program.
Assembly Bill 8 (Ch 282/79), as amended, specified that if legislation is not
‘enacted to continue the Home-to-School Transportation program past its

. schedule June 30, 1983 termination date, all statutes and regulations

pertaining to the use of state home-to-school transportation funds shall be
discontinued on that date. R '
The statute provides that if the termination occurs, funding will still be
provided for this program in accordance with the provisions of AB 2448.
It also requires that the funds be disbursed according to the identification
criteria and allocation formulas for the program in effect on June 30, 1983.
Regulations and statutes regarding the actual use of these funds, however,
will terminate on this date unless extended by legislation, leaving local
school districts with the discretion to use these funds as they wish as lon;
“as they are used for the general intended purpose of the home-to-schoo
“transportation program. = : , o
. Because almost all of the statutes and regulations currently in effect for
the home-to-school transportation program relate either cfi,rectly or in-
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directly to the funding allocation formulas for this program, we conclude
that the AB 8 provision will have little, if any, effect on the statutes and
. regulations currently in effect for this program. Accprdin%ly, failure to
extend existing statutes and regulations (other than those linked to AB
2448) beyond June 30, 1983 would have little, if any, effect on the cost of
is program. - a Coe - B
Unfunded Legislation—Chapters 822 and 1192, Statutes of 1982, Ttem
9875-101-001 in the Governor’s Budget includes a list of statutes enacted
during the 1981-82 legislative session, which have identified General Fund
costs but which have not been funded in the Governor’s Budget. Two of
these unfunded statutes involve the Home-to-School Transportation pro-
o AB2448. Asexplained in the previous section, Ch 1192/82 authorizes
the establishment c))?J a permanent funding mechanism for the Home-to-
School Transportation program. It gives local school districts the option
during 1983—84 of obtaining funding for anmgSO transportation cost “en-
croachment™ on their general aid revenue limit funding (Flus accumulat-
ed inflation adjustments) either from the Home-to-School Transportation
categorical aid program, or from the general aid revenues. . o
Some of these “encroachment” costs currently are budgeted in the
Er(()iposed Home-to-School Transportation aid appropriation. Because the

udget request for the general aid revenue limit apportionment contains
a 6 percent inflation afjustment in 1983-84, compared with a 3 percent
adjustment budgeted for the Home-to-School Transportation program,
many school districts will probably shift any “encroachment” amount
from the transportation bud%et request to the general aid apportionment

request. An amount equal to the “extra” inflation adjustment available—3
- percent—multiplied by the “encroachment” amount that will be shifted
is not funded in the budget. This amount will not be known until the
school districts indicate their decisions regarding how much of this “en-
croachment™ amount will be transferred between the two budget re-
quests. S - :

o AB2640. Chapter 822 (AB 2640) establishes a funding base for 1982—
83, and each year‘thereafter, for the purpose of establishing a Home-to-
School Transportation program in the Redding Elementary School Dis-
trict.

Under the AB 2448 reimbursement mechanism, this statute could result
in a claim of up to $94,760 for the reimbursement of the Home-to-School
. Transportation costs of this school district. ‘ S

o No Appropriation Required For AB 2448 or AB 2640. In the budget
year, the cost of AB 2640 will be funded from the progosed appropriation
for the Home-to-School Transportation é)rogram, and the cost of the AB
2448 inflation differential will be funded from the appropriation for the
K-12 general revenue limit aid program. It will not be known whether the
funding provided for these programs will be more or less than the amount
claimed by local school districts until their reimbursement claims for the
Home-to-School Transportation program, and their principal apgortion—
ment reports for the general revenue limit aid program, are submitted
during 1983-84. :

Given this uncertainty, we see no reason to (f)rovide additional funding
for these statutes until it has'been determined that additional funding is
needed, Accordingly, we do not recommend that additional funding for
these statutes be provided at this time. o
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d. Siaff Developmeni (ltem 6100-218-001)

The Governor’s Budget proposes to consolidate the Staff Development
program into the State Educational Block Grant (Item 6100-218-001). We
present this analysis of the Staff Development pro%ram in order to provide
specific. information that will assist the Legislature in deciding (1)
~ whether to fold the program into a block grant, and (2) if it decides not
toeliminate the program, what actions should be taken with respect to the
program in the 1983-84 budget. - .

The state funds the followmg staff development programs:

° Teacber Education and Computer (TEC) Centers, which provide
in-service training and assistance to, schools in staff development, and
emphasize mathematics, science, and computer education.

.o Exemplary programs, which are special instructional and staff devel-
opment projects, emphasizing mathematics, science, and computer tech-
nology. These projects are funded by grants awarded by the State Board
of Education.

o School Personnel Staff Development program, which provides fund-
ing | for grants to local school districts to conduct staff development act1v1-
ties.

. lemgua] Teacher T raining program, which provides training for
teachers seeking certification as bilingual instructors.

The state also receives federal block grant funding, part of which is
allocated for staff development , ,

Fundmg :
Table 27 shows expendltures and funding for staff development pro-
grams.
‘Table 27
Funding for Staff Development Programs
{in thousands)

Actual - - Estimated  Proposed Change
1981-82 1982-83 - 1983-84°  Amount Percent

State Operations: :

General Fund ....... $735 $729 . $692 —$37 ~5.1%
Federal funds 87 298 - 306 - 8 27
Subtotals : $822 $1,027 $998 —$29  -28%

Local Assistance: ' Lo
“Teacher ‘Education and Computer : .

‘Centers . — $6,303 $6303- - - —

: School Personnel Staff Develoment $947 3,354 3,354 - —
Instructional Development and Exem- o . .

" plary Programs ...musssmesecsminnse - 2,344 2, 344 - -

: Bxlmgual Training.. _ 678 792 735 —$57 -12
School Resource CEnters ..., ’ 944 — - L—_ —_
Professional: Development Cente: -T59 - - — —

" Federal Teacher Centers ..........oesesinn. _— 205 - 295 — -
General Fund $3,328 $12,793 $12,736 ~$57 © - —05%
Federal funds . " — 9295 295 - — =
~ Subtotals ......... ' e $3,328 $13,088 $13,031 —$57 —04%

Totals-...... $4,150 14,115 $14,029 —$86 | —06%

. -General Fund $4,063 813,522 13,428 — 594 -07%
- Federal funds. : 87 593 601 8 13

8 Proposed for inclusion in the State Educational Block Grant Program.
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The budget proposes $692,000 from the General Fund for state opera-
tions in 1983-84, a decrease of $37,000, or 5.1 percent, from the current
year. The budget also includes in the block % rant for 1983-84 $12.7 million
(General Fund) that otherwise would have been provided for staff devel-
opment local assistance, or $57,000 (0.4 percent) less than the amount
expended for these programs in the current year. The decrease reflects
funds from the bilingual training program which were carried over from
1981-82 to 1982-83, and thus are not part of the base amount budgeted for
the program. The bud%et proposal, therefore, requests no change from the
current-year baseline level of spending.

Investment in People Program. As Table 27 shows, the Leglslature
provided for a major increase in funding for staff develo ment in 1982-83,
in the form of $9,750,000 for staff development in mathematics, science,
and computer education under the Governor’s Investment in People initi-
ative. The additional funds consist of $4,600,000 for Teacher Education and
Computer Centers, $2,406,250 to expand the School Personnel Staff Devel-
opment program, $2,343, 750 for ‘exemplary programs'in mathematics,
science, and computer educatmn and $400,000 for state operations.

The central feature of the Investment in People program is the reor-
ganization. of the statewide network of Professnon£ Development and
Program Improvement Centers and School Resource Centers into 15 re-
gional Teacher Education and Computer (TEC) Centers The current
organization of these centers is shown in Figure 1. =

The TEC Centers, governed by local “policy boards,” are requlred to
provide staff development services for teachers and adnumstrators, and to
administer grants under the School Personnel Staff Development pro-
gram. The centers emphasize staff development in the areas of mathemat-
ics, science, and computer education. Table 28 shows the K-12 enrollment
and the distribution of funds for the TEC Centers in 1982—83

Table 28
‘Funding for Teacher Educatlon and COmputer Centers, 1982-83

. Administrative S . ADA - .- Total Funding

‘Region County: Office. : S (1981-82) - Funding*® Per ADA
1 -~ Humboldt i . 21,489 : $205,000 $9.54
2 Tehama .. 76,442 . 278,221 - 3.64
3 Marin ... 155,669 - 43556 280
4 Sacramento ; 999,540 291,270 ©131
5 San Francisco " ‘55981 .+ 207991 372
6 Alameda i 286,557 323279 113
7 Stanislaus . 166368 263434 - 158
8 Santa Clara : _ - 394513 ¢ 377,257 96
9 - Ventura ... 170,203 275,102 1.62
10 Kings . 166,755 263378 - 158
11 Kern : g : : 83,189 221,595 2.66
12 Los Angeles i 1,189,730 1,494,865 .. 126
13 Riverside ........ : 285,756 322,878 113
14 - .. Orange 344,371 . 352,186 1.02
15 San Diego : 321,935 390,968 L2t
Totals 3,941,998 $5,703, 000 $1.45

*Exclu Excludes $120,000 for the state’s computer software clearmghouse in region 8, and $480000 for a pilot
project retraining program in region 12. .
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Because the centers are still in'the initial stage of operations, we cannot,
at this time, comment on the impact of their activities. Based on our
review of the allocation of funds among the centers, however, we offer the
following recommendations regarding the distribution of funds and the
organization of the centers.

Delete One-Time Funding Supplements

We recommend that funding for “bonuses” provided to three Te eacber
Education and Computer Centers be deleted beecause tbese funds were
intended for 1982-83 only, for a Gerneral Flmd savings of $247 741.
(Reduce Item 6100-218-001 by $247,741.)

The three TEC Centers in regions 2, 3, and 9 received $247 741 in
one-time “bonuses” in 1982-83 in order to help them fund the consolida-
tion of several existing staff development centers into the new TEC Cen-
ter. Because the consolidation activities have been completed, there is no
need to continue this funding in 1983-84. Consequently, we recommend
the deletion of $247,741, for a General Fund savings of the same amount.
This would result in a reductlon of $60,000 from region 2, $l77 741 from
region 3, and $10,000 from region 9.

Consolidation of Centers

We recommend that (1) TEC region 5 (San Franczsco) be merged with
region 8 (Santa C’Iara), and (2) funding for San Francisco enrollment be
added to Region 8's budget at the same rate per ADA now provided for
this region, for a General Fund savings of $154,250 (Reduce Item 6100-218-
001 by $154,250.)

The TEC Center in reglon 5 serves San Francisco County Our analysis
indicates that the TEC Centers could operate more efficiently and equita-
bly if San Framncisco were merged into another reglon The basis for our
conclusion is as follows:

o Maintaining a separate center for San Francisco alone fails to take
advantage of economies of scale, and thus is inefficient. . Figure 1 and
Table 28 reveal that the TEC Center regions generally seek to balance

“enrollment and geographical size in order to obtain an efficient and
effective scale of operations. The one exception is San Francisco.
Other TEC Center regions of comparable enrollments are in rural
areas, and are much larger geographically. Other regions of compara-

~ ble geographical size are-in urban areas and have a significantly great-

" er number of pupils. In spite of its compact area, the San Francisco
TEC Center has a relatively high cost ($3.72 per ADA compared to
the statewide average of $1.45). Only the sparsely opulated Hum-
boldt region exceeds San Francisco’s cost per ADA. This indicates that
efficiencies are not being achieved.

o A state-funded TEC dedicated solely to San Francisco is unnecessazy

" because there is a federal Teacher Center (one of seven in the state)

. which provides staff development services exclusively to San Fran-
cisco Unified Sebool Distriet.
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o Region 8 (Santa Clara) could serve San Francisco’s needs effectively,
and provide for a more efficient scale of operations. The boundaries
between the two regions are contiguous, access is not inhibited by
geographical barriers, and the Santa Clara and San Mateo county
offices have been among the leaders in the state in terms of imple-
menting computer education programs.

Because the Santa Clara TEC Center operates at a much lower cost per
ADA than the San Francisco center, the combination of eliminating the
funding for San Francisco (—$207,991) and augmenting the Santa Clara
Center, at its funding rate, for San Francisco enrollment (- $53,741)
would result in a General Fund savings of $154,250. Accordingly, in recog-
nition of the economies of scale that would be achieved through regional
consolidation, we recommend a General Fund reduction of $154,250. ..

investment in People—State Operations -

We recommend that 3.0 positions established in 1952-83 for administra-
ton of the Investment in People program (and related operating ex-
penses) be eliminated because there is not sufficient workload to justify
these positions and expend:tures, for a General Fund savings of $250,000.
(Reduce Item 6100-001-001 by $250,000).

In 1981-82, the department had 7.4 positions (5.0 professional and 2.4
clerical) supported by the General Fund to administer four state-funded
staff development programs. The Budget Act of 1982 provided a General
Fund augmentation of $400,000 in state operations for administration of
the Investment in People frogram. Of this amount, the department chose
to delete $130,000 as part of the unallocated reduction required by the 1982
Budget Act. The department used the remaining $270,000 to él) establish
3.0 new positions (2.0 professional and 1.0 clerical), (2) provide $20,000 to
su%port the Council on Technelogy Education established by Ch 1528/82,
and (3) increase funding for operating expenses (including $99,000 for

" consultants and professional services). The budget requests that this fund-
ing be continued in 1983-84. . ‘ : s

We recommend that $250,000 of the $270,000 augmentation provided in
the current year and proposed for continuation in the budget year be
deleted, for the following reasons: S

o Workload has decreased. The Investment in People program result-
ed in the consolidation of 17 Professional Development and Program
Improvement Centers and 12 School Resource Centers into 15 Teach-
er Education and Computer (TEC) Centers, thereby reducing de-
partimental workload by facilitating statewide coordination. °

o The Department of Education no longer is responsible for determin-
ing which school district proposals will be accepted for funding in the
School Personnel Staff Development program.” This responsibility
has been assigned to the Teacher Education and Computer Centers.

o Once the TEC Centers complete their initial year of operations, the
need for departmental training of the center directors should de-
crease.

o The department has established other new positions in this area. In
addition to the General Fund augmentation, the department estab-
lished 2.5 new positions in the current year for administration of staff
development programs, using federal block grant (Chapter 2) funds.
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Presumably, these positions will be continued in the budget year.

In addition to creating TEC Centers, the Investment in People program

provided funding for exemplary projects. Chapter 1528 establishegr the
-Council on Technology Education to review project proposals and make
recommendations for funding to the State Board of Education. We recom-
mend approval of the $20,000 allocated by the department for support of
the council during the current year. This would be supplemented by 1.0
professional position established by the department in 1982-83, using fed-
eral Chapter 2 funds, for council staffing. '

Investment in People—Mathematics, Engineering, Science” Achievement
- (MESA) Program : '

‘We recommend that state support for the MESA program be consolidat-
ed in the Department of Education’s budget by transferring funds now
appropriated for the University of California and California State Univer-
sity to the department’s budget item, in order to facilitate legislative re-
view and administration of the program. We further recommend that all
funds for MESA be appropriated in a separate budget bill item. (Reduce
Item 6440-001-001 by 3198,000, reduce Item 6610-001-001 by $273,000,
reduce Item 6100-218-001 by $850,000, and establish new Item 6100-005-001
in the amount of $1,351,000.)

The MESA l811-;c]>-‘gra.m is designed to increase the enrollment of under-
represented ethnic minorities in universitl);' and college programs related
to mathematics, engineering, and the physical sciences. The program
provides tutoring, counseling, study groups, and summer school enrich-
ment for secondary school students who show an aptitude in mathematics
and science. MESA is funded jointly by the state and the private sector.

'The state’s contribution currently ;ifrovided through the budget ap-
propriations for the University of California (UC), the California State
University (CSU), and the State Department of Education (SDE). De-
spite the separate sources of funding, MESA is coordinated by a central
office located in the Lawrence Hall of Science in Berkeley.

In our analysis of the UC and CSU budgets, we recommend that all
funding for MESA be consolidated in the Department of Education’s
budget. This would allow the Legislature to consider all state support for
MESA, which primarily serves high school students, in a single budget. It
would not, however, affect the operation of the program. o

Currently, SDE’s portion of MESA funding ($880,000) is provided
through the exemplary projects component of the Investment in People
program. This program is proposed for inclusion in a new. state block
grant. In the absence of an implementation plan for the block grant pro-
gﬁam, the implications of the budget proposal for MESA are not clear at
this time. .

Our analysis of MESA, however, indicates that continuation of the pro-
gram is warranted. In order to ensure that MESA is continued in 1983-84,
and to facilitate administration of the funds, we recommend that funding
for the program be appropriated in a separate budget bill item.

MESA Evaluation. The Center for the Study of Evaluation at UCLA
conducted an independent evaluation of the MESA program in 1981-82.
‘According to the center’s final report, the evaluators found that:

o MESA was perceived as effective by program coordinators, advisors,

students, and parents, _
e data on academic performance indicated that MESA students per-

4476610
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formed significantly better than COmJ)arison groups of students hav-
ing the same ethnic background, ,

« the eligibility rates for the University of California and the California
State University were significantly higher among MESA students than
other students with similar racial/ethnic backgrounds. = -

The study concluded that there was a need for better coordination and
communication in the pro&ram, greater parental involvement, and in-
creased resources (primarily for additional clerical support, additional
compensation for advisors, support services at the university level for
MESA graduates, implementation of a system of monitoring student
progress in the university, and expansion of the program to the junior high
school level). This conclusion, however, was based on MESA’s 1981-82
level of funding. The Legislature approved a $1.3 million (public and
private funds) expansion of the program in 1982-83. C

e. Instructional Materials (Textbooks) (ltems 6100-218-001 and ‘6100-015-
001) . | » ' ‘

Article IX, Section 7.5 of the California Constitution requires the state
to adopt textbooks for use in grades K-8 and supply them to the schools
without charge. To meet this mandate, the Department of Education
oversees a 25-month textbook adoption and distribution process.

The Governor’s Budget proposes to consclidate the Instructional
Materials program into the State Educational Block Grant (Item 6100-218-
001). We present this analysis of instructional materials in order to provide
specific information about the program that will assist the Legislature in

eciding (1) whether to fold the program into a block grant, and (2) if it
decides not to eliminate the program, what actions should be taken with
‘respect to the program in the 1983-84 budget:

Table 29

Instructional Materials Expenditures and Funding
(in thousands) :
Actual  Estimated = Proposed Change
1981-82 1989-83 1983-84* Amount Percent
State Operations: ' ‘ ‘ . ’
Curriculumn frameworks ............ccoveeeeeinees $1,174 $1,063 $1,104 $41 3.9%

Textbook distribution 37 2% - 28 2 7.7
Warehousing and shipping ..............eeiseeees: 152 152 151 -1 —0.7
Frameworks production ... 45 51 51 - - —
Recovery Project........ 69 - 82 87 5 6.1
- . Subtotals, State Operations. ... $1.477 $1,374 $1.421 $47 34%
Local Assistance $42,177 $40,678 $40,678 = —
Totals ; . $43,654 $42,052 $42,099 $47 0.1%
State Operations: , ) :
General Fund. $1,427 $1,323 $1370 547 36%
Reimbursements 45 51 51 — -
Surplus Property Revolving Fund. .......... 5. - —_ - —
Local Assistance: - '
General Fund......... $39,976 340,678 $40,678 — —_
Instructional Materials Fund .................. $2.201 — — — _
Positions ) 235 %.3» 263 — _

® Proposed for inclusion in the State Educational Block Grant bprogram.

~
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Expenditures and Funding. Table 29 shows the expenditures and
fundin%.for instructional materials in the prior, current, and budget years.
The budget proposes $40.7 million (in the block grant) from the Gen-
‘eral Fund for local assistance in 1983-84, the same as the current year level
of funding. : , ,
.Statutory COLA for Instructional Materials. The Education Code au-
thorized an appropriation for instructional materials of $13.30 per pupil
IS%Jrades K-8) in 1978-79, and provides for annual inflation allowances to
is amount in subsequent years, based on changes in the Consumer Price
Index. Because the 1978-79 appropriation and subsequent inflation allow-
ances approved by the Legislature have been less than the authorized
amounts, the budget request for textbook support in grades K-8 is $17.1
million below the amount authorized by statute. o
Instructional Materials Review Process. Chapter 1503, Statutes of 1982
(AB 2561), requires the Legislative Analyst to “review the instructional

materials review process . . . and report on the increase in funding need-
ed . . . to support effective quality and legal compliance review proc-
- esses.”

The State Board of Education has the constitutional responsibility of
adopting textbooks for use in %:ades K-8. As part of the six-year adoption
process, the board has established a procedure to evaluate textbooks and
other instructional materials for (1) compliance with social content crite-
ria established in state law and board guidelines and (2) educational con-
tent.

e Social Content. The Education Code reﬁuires school governing
boards to adopt only those instructional materials which:

e accurately Fortray society’s cultural and racial diversity (including

- depiction of males and females and their roles, various ethnic groups,

~and the entrepreneur and labor), the ecological system and the need
" to protect the environment, and the effects of tobacco, alcohol, nar-
cotics, and other dangerous substances;

«.when deemed appropriate, encourgage thrift, fire prevention, and
the humnane treatment of animals and people;

« contain the Declaration of Independence and the Constitution of the
United States, when appropriate for the comprehension of pupils in
social science, history, or civics; _ .

+ do not reflect adversely on persons because of race, color, creed,
national origin, ancestry, sex, or occupation; and

« donot contain any sectarian or denominational doctrine or propagan-
da contrary to law. S _

In addition to evaluating instructional materials for compliance with
these statutory criteria, the state review process also includes a-check for
compliance with Board of Education guidelines relating to the depiction™
of older persons and disabled persons, the use of brand names, and the
representation of nutritious foods. ' - :

Evaluation for compliance with social content criteria is conducted ‘ini-
tially by the Legal Compliance Committee, selected by the Department
of Education. In 1981-82, 25 panels of the Legal Compliance Committee,
each consisting of up to 15 members, were convened at Instructional
Materials Display Centers located throughout the state. They reviewed
1,723 items ~(textﬂooks or ancillary materials) submitted by publishers for
the reading adoption. The panels found 753 violations of the social content -
criteria. These citations involved 162, or 4 percent, of the items submitted
for review.
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- If a' panel rejects an item, the department notifies the publisher, who
may offer revisions for consideration by the panel. The ;iublisher or any
member of the public may appeal any decision of the panel to a First Level
Appeal Committee, consisting of eight members (five from the Legal
Compliance Committee and three “independent members™); and deci-
sions of this committee may be appealed to a Second Level Appeal Com-
mittee, consisting of three or more members of the State Board of
Education. In 1981-82, 83 percent of the initial citations were appealed. Of
these, 34 percent of the panel decisions were overturned. - '

- o Educational Content. Instructional materials submitted for state
adoption are also evaluated for educational content: factual and technical
accuracy, educational value, and quality. The criteria for this evaluation
are specified by the state’s Curriculum Development and Supplemental
Materials Commission, based on curriculum frameworks which are devel-
oped for each subject. ' v :

The Curriculum Commission appoints Instructional Materials Evalua-
tion Panels (consisting primarily of teachers and curriculum specialists)
to conduct the educational content review. In 1981-82; three panels, con-
sisting of 25 members each, reviewed 1,723 items for the reading adoption.
-Using standardized rating sheets, each panel submits a report to the ap-
propriate Subject Matter Committee of the Curriculum Cominission.
Based on the panel reports and comments received from other sources,
such as teachers, school administrators, school board members, parents, or
other members of the public, the Subject Matter Comnmittee evaluates the
instructional materials and makes recommendations for adoption, accom-
panied by pertinent summary information, to the Curriculum Commis-
sion. The commission, in turn, submits its recommendations to the State
Board of Education. Unlike the social content review, the educational
content review produces general ratings which do not cite “violations” or
involve an appeals process. ~ _ -

The department does not disseminate. to:- school districts the textbook
ratings made by the Instructional Materials ‘Evaluation Panels. Because
these ratings could assist district governing boards'in their textbook selec-
tion process, we believe that the department should consider the merits
of disseminating this information to the distriets. - L
- o Costs. The state costs of the review ptocesses include salaries, bene-
fits, and related operating expenses for departmental personnel, other
operating expenses such as data processing, and travel and per diem ex-
penses for panel members (no salary is provided for these individuals).
Due to the nature of the department’s accounting system, thése costs can
only be approximated. We estimate that in 1982-83, the legal compliance
review wﬂi) cost about $180,000, and the educational content review will
cost approxirately $130,000 (including departmental staff support).

Ad(ﬁti()nal costs are incurred at the%oca‘ level because school districts
and county offices of educdtion frequently assign personnel to serve on
review panels. These costs are unknown. v

o Efficiency and Effectiveness. ‘To the extent that the state’s review
rocess avoids duplication of similar efforts on the part of individual school
istricts, it tends to result in savings and thus can be viewed as a relatively

efficient process. District administrators contacted by our office generally
acknowledged this contribution. - SR Lo '
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We cannot determine analytically the effectiveness of the review proc-
esses. It is impossible, for example, to determine the extent to which the
legal compliance review procedure has reduced violations of the social
content criteria prior to submission of textbooks for adoption. Nor can we
demonstrate that the state’s evaluation of the educational quality of text-
books results in the best possible choice for all school districts.

Given these difficulties and the limited data available, we cannot evalu-
ate empirically the potential impact of changes in the review processes.
If we assume, however, that concentration of expertise results in better
reviews, and that such expertise can be aggregated through a centralized
process, then it can be argued that the legal compliance reviews can be
made more effective by centralizing it in a manner similar to the educa-
tional content reviews (fewer panels, more extended meetings). The De-
partment of Education advocates such a change, on the basis that it will
result in c%reater interaction among committee members and a more thor-
ough and accurate evaluation. The department estimates that a central-
ized system would require an additional $7,500 annually, due to higher
lodging costs. These additional costs can be funded within the depart-
ment’s existing budget resources. - S :

o Conclusion. We have no analytical basis for determining the opti-
mum level of funding to support the instructional materials review proc-
esses. Our review, however, indicates that funding is generally adequate
for the department to assist the State Board of Education in-its mandate
to adopt textbooks, and to assist school governing boards in their mandate
to adopt instructional materials that comply with the state’s social content
criteria. Consequently, we recommend no change from the budgeted
level of expenditures for this purpose.

Publisher Fee for State-Adopted In.lructional Materials = = .

-We recommend that the Legislature adopt Budget Bill language requir-
ing publishers who submit instructional materials for state adoption to pay
afee of $100 per item, to be refunded if the item is not adopted by the State
Board of Education, for an increase in reimbursements of $60,000, and a
General Fund savings of $60,000. (Reduce Item 6100-001-001 by $60,000.)

The State Board of Education is required to adopt from 5 to 15 basic
instructional materials programs for each subject in each grade, for grades
K-8. Typically, basic programs consist of several items—a series of text-
books and ancillary materials.

The annual process of adopting instructional materials currently is sup-
orted by the state and local public education agencies. Publishers pay a
ee only for legal compliance review of materials submitted outside the

normal adoption cycle. ST ‘

We recommend that publishers who submit materials for state adoption
be required to pay a fee of $100 per item, to be refunded if the item is not
adopted, for the following reasons: -

o Those publishers who benefit from the adoption process should share
the costs of that process. Publishers benefit from the review process
because approximately 80 percent of the state’s allocation to school
districts for grades K-8 instructional materials ($32 million) can be
used only for purchase of state-adopted items. ‘

o Adoption in California is also likely to assist publishers in their efforts
to sell their textbooks in other states. Consequently, publishers
whose textbook programs are adopted by the state enjoy a significant
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" competitive advantage in sales. _
o Precedent exists for the establishment of such a fee. - At least two of
the 22 states that have adoption gnocesses——Oregon and Xentucky—
- require publishers to pay nonrefundable fees for each book or item.

We estimate that our recommended fee would generate $60,000 in
- reimbursements, based on the department’s estimate that 600 items will
be adopted in 1983-84. This would permit a corresponding savings to the
General Fund. The fee, therefore, would be sufficient to fund about 20
percent of the estimated costs of the instructional materials review process

(legal compliance and educational content), or about 50 percent of the
. cost of the educational content review (the component of the review
grocess which is necessary for determination of the highest 3uality text-

ook programs). Because the number of items to be adopted in 1983-84
is relatively small (music, art, bilingual education, and foreign language),
. savings from this recommendation in the budget year will not be as great
as in subsequent years. We estimate that annual savings in future years
" could range 1}p to approximately $150,000.

Adoption of the following Budget Bill language would implement our
‘recommendation: v , :

“Provided that publishers who submit an item for adoption must pay

a fee of $100 per item. This fee shall be returned for each item that is

not adopted by the State Board of Education.”

Direct Ordering of Textbooks.. Chapter 1503, Statutes of 1982 (AB
2561), permits school districts to order textbooks directly from publishers,
rather than through the State Department of Education, beginm'll:F in
1983-84. This act has the potential to reduce the department’s workload
for ordering textbooks. - :

We do not recommend a reduction to reflect this potential decline in
workload, however, because (1) we do not know the number of districts
which will opt for direct ordering and (2) the de&artment will be required
to review. district purchase orders to ensure that state funds are used
appropriately for procurement of state-adopted materials.

We will review the impact of Ch 1503 on departmental workload during
1983--84, and include our findings in the 1984-85 Analysis.

- Warehousing and Shipping (ltem 6100-015-001)
We recommend approval, ~ :

The budget proposes a transfer of $238,000 from the Instructional
Materials Fund to the General Fund for the warehousing and shipping of
instructional materials. This function is performed primarily in connection
with textbooks printed by the Office of State Printing and large print and
braille textbooks. The budget proposal represents an increase of $4,000, or
1.7 percent, above the current-year funding level.

Because Ch 1503/82 could reduce or eliminate state-printed textbooks
for grades K-8, General Fund requirements for warehousing and shipping
could decline significantly in future years. Funding for this purpose in
1983-84, however, is associated with textbooks ordered in the current year,
prior to the implementation of Ch 1503. Consequently, we recommend

approval of the amount proposed in the budget. - .
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f. Gifted and Talented Education (Item 6100-218-001). S

The Gifted and Talented Education (GATE) program was established
by Ch 774/79 to supersede the Mentally Gifted Minor program. In 1981-82,
GATE provided funds to 441 school districts for extraordinary educational
programs serving 172,157 high ability and/or talented students. Only those

istricts which operated a Mentally Gifted Minors program during 1978
79 are eligible to receive GATE funds, although a limited number-of
additional districts have been admitted to the program to replace districts
- which have withdrawn from GATE. , ST

- Pupils are identified as gifted or talented based on district criteria and
state guidelines. Typically, this local selection process is complex and may
utilize standardized test scores, teacher or parent referrals; course grades,
and a review by a school psychologist. : ,

The design of each district’s GATE program is also determined locally
within state guidelines. These guidelines specify the following types: of
approaches: (1) independent study, (2) special day classes, (3) part-time
or cluster groupings of GATE students, (4) enrichment activities, (5)
acceleration activities, and (6) higher education opportunities.

. 'The budget for 1983-84 proposes to fold GATE into the State Education-
al Block Grant (Item 6100-218-001). The block grant includes $16.8 million
in local assistance that otherwise would have been requested for GATE—
the same amount appropriated for GATE in 1982-83.

. @. Vocational Education (ltems 6100-166-890, 6100-166-001, and 6100-020-
001) : SRR
The vocational education office in the Department of Education assists
local education agencies in providing vocational training and guidance to
approximately 1.2 million secondary students. Vocational education pro-
ﬁra_ms are provided through the regular secondary school curriculum, and
y ‘Regional Occupational Centers and Programs (ROC/P).

: Table 30

Vocational Education Funding
(in thousands) '

Actual = Estimated = Proposed Change -
1981-82 1982-83 1983-84 Amount Percent

State Operations:

General Fund ..........oovemnmmvrnssnnirns $3,498 $3,252 $3,375 - $123 - 38%

Federal Funds® ..... - 4,374 4961 - 5,056 95 19

Reimbursements b, 1,041 1,437 1,480 48 30
SUbOtals ....eeereerrerserssnmrississssnss $8,913 $9,650 - $9,911 $261 2.7%

Local Assistance: : ‘

General Fund ... — $25 - $25 - —

Federal Funds ® ... $67,257 67,466 53,221 —$14245 —$21.1%

Reimbursements ® ...... 11,589 15,325 13,325 . —2,000 -13.1
SUBLOLALS .uvvveveeeimmmtssssessinanesnsesses $78,846 $82,816 $66,571 —$16,245 ~19.6%
Totals $87,759 $92,466 $76,482 —$15,984 —17.3%

Positions. : 105.0 1176 117.6 — —

"~Incl-l;des amounts transferred to the Chancellor’s Office of the California Community Colleges for
postsecondary vocational education programs. ) . S
b Includes reimbursements from the Employment Development Department for CETA programs.
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_Funding : : ‘ '

Table 30 shows the funding for vocational education programs in the
* prior, current, and budget years. Federal funds support all local assistance
programs administered by the vocational education unit. General Fund
support is required only to match federal funds reserved for administra-
tion of the Vocational Education Act (VEA) of 1976. ,

Funds supporting state operations for the vocational education program
are proposeg for inclusion in the State Educational Block Grant. The
budget, however, anticipates that vocational education local assistance
will continue as a separate program. = -

- The budget includes $25,000 from the General Fund for local assistance,
pursuant to an appropriation in Ch 1251/80 for a pilot program providing
occuapational training to the handicapped. (This program falls under the
jurisdiction of the department’s office of special education.) The budget
also projects $53.2 rmﬁl ion in federal funds for local assistance in 1983-84,
a decrease of 21 percent from estimated current-year expenditures. This
reduction primarily reflects funds which were unexpended in 1981-82 and
carried over to the current year, and thus are not a part of the baseline
funding level for this program. - :

Work Experience Education

We recommend that the Legislature adopt Budget Bill Ianguage which
prohibits the granting of ADA credit, for General Work Experience Edu-
cation, toward the minimum school day required for state apportionment.

The Education Code authorizes school districts to establish Work Expe-
‘rience Education programs. Under regulations established by the State
Board of Education, there are three types of Work Experience Education:

'« EXxploratory: This provides the student with opportunities to sample
a variety of work conditions, emphasizing vocational guidance. Pupils
are not paid for employment.

o Vocational: This involves part-time paid employment and classroom
coursework related to the pupil’s occupational goal.

o General: This consists of part-time paid employment. There is no
classroom requirement, and employment need not be related to the
pupil’s occupational goal. '

Enrollment in Work Experience Education programs amounted to 77,-
737 in 1979-80, the last year in which annual enrollment was reported.
. .General Work Experience was by far the most prevalent type, accounting

-for 88 percent of the total enrollment in the program.

Pupils in Work Experience programs must be enrolled in at least three
other subjects, unless they are enrolled in summer school, continuation
school, or in the last semester of the 12th grade. Work Experience may be
taken for credit, and may count toward the minimum school day required
to generate ADA for state apportionment aid purposes. Thus, a pupil may
take three one-hour courses (such as 1E)hysical education, English, and

- social studies) on campus, and take one hour of Work Experience in order
to complete the minimum school day and thus qualify the school for a full
day of ADA. (The minimum day for pupils in grades 9-12 is 240 minutes,
with specified exceptions.)

We recommend that the Legislature adopt Budget Bill language prohib-

. iting General Work Experience Education from counting toward the

minimum school day required for state apportionments, for the following
reasons:
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o General Work Experience weakens academic preparation. To the
extent that it can be substituted for classroom instruction, General
Work Experience tends to dilute the pupil’s. core academic prepara-
tion.

o Typically, General Work Experience is not related to the pupil’s occu-
pational goals. ‘A common example of General Work Experience is
working part-time at a fast food restaurant.

o The current funding arrangement distorts a district’s incentive to offer
the curriculum in the students’ best long-term interest. School dis-
tricts now have a fiscal incentive to provide General Work Experi-
ence Education in lieu of academic instruction. School districts must
provide a coordinator to supervise work experience, at a ratio of 125
pupils to one coordinator. Consequently, it is a low-cost course, rela-
tive to, say, English or mathematics.

Our recommendation would eliminate the fiscal incentive for school
districts to offer General Work Exgerience as a substitute for occupational-
ly-related vocational training and would facilitate greater emphasis on
pupils’ academic preparation. Adoption of this recommendation would
not deny work opportunities to those pupils who need to work during
regular school hours in order to support themselves or their families.
Programs with flexible schedules, such as continuation schools and inde-
pendent study, are available to accommodate the needs of these pupils.

For the reasons given above, we recommend adoption of the following
Budget Bill language, for the apportionments item (6100-101-001): _

“Provided that attendance shall not be claimed for General Work Expe-

rience Education.” '

Federal Job Training Pulv't'n'ership Act (ltem 6100-166-001)
We recommend approval. ‘

The SDE budget includes $13.3 million in reimbursements from the
Employment Development Department (EDD) in 1983-84. These reim-
bursements are from the federal Job Training Partnership Act, which
reglaces the federal CETA program. (For more information on the new .
federal act, please see our analysis of the budget proposed for EDD.)

Vocational Education Student Organizations (ltem 6100-020-001)

We recommend approval. ’ ) ’ : 4

The budget includes $500,000 for state support of vocational education
student organizations, which, until June 30, 1983, are funded by a continu-
ous ahnual statutory appropriation of $500,000. This allocation is displayed
in the budget as part of vocational education state operations. The 1983-84
Budget Bill, however, would separate the student organization approFria-
tion from the department’s support item, in effect treating it as local
assistance.. We agree that these funds are used for local assistance, and
therefore should be so identified in the budget. Consequently, we recom-
mend approval as budgeted.

h. Adult Education (ltems 6100-156-001 and 6100-156-890).

‘The Adult Education Unit is responsible for managing state and federal-
ly funded programs for adults and general education development (GED)
testing. Agult education ADA is estimated to be 156,895 in 1983-84.

Funding for Adult Education. Table 31 shows the state operations and
local assistance funding for adult education in the prior, current, and
budget years.
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Table .31
K~12 Aduilt Education Funding
(in thousands)

Actual  Estimated Proposed Change
1981-82 198283 198364  Amount Percent

State Opérations:

General Fund $332 $373 $386 $13 35%
Federal Funds....., 644 669 688 19 28
Reimbursements/Special Deposit Fund .. 154 119 123 4 34
Subtotals : $1,130 $1,161 $1,197 $36 31%
Local Assistance: : o ' . i .
General Fund ... ' $158,236 - $149639  $148889  —$750 —05%
Federal Funds 7,465 9,288 9,288 - —_
Reimbursements 87 87 87 - —
Subtotals - : $165,788  $159,014 - $158264  —$750. —0.5%
Totals $166,918  $160,175 $159,461 —$714 ~04%
Positions : 222 2.0 220 — -

State Adult Education Program {(Item 6100-156-001). The budget pro-
oses a General Fund appropriation of $148.9 million for adult education
ocal assistance in 1983-84. This represents a decrease of $0.8 million, or 0.5
percent, from estimated current-year expenditures. This change reflects
(1) additional funding for a 3 percent COLA, (2) a one-time appropriation
of $1.8 million in 1982-83 that would not continue in the budget year, and
(3) technical adjustments in" 1982-83 associated with the transfer of a
school district program to a community college, and the consolidation of
funding for Regional Occupational Centers and Programs into a single
budget item. o '

The budget proposal provides no funding for enrollment growth in
adult education programs in 1983-84. We have no -analytical basis for
recommending a specific level of growth for these programs. Ultimately,
the amount of growth funded by the state depends on legislative priorities.

Statutory COLA. Current law provides a statutory inflation allowance
of 6.percent for adult education. The budget proposes a 3 percent cost-of-
living adjustment (COLA), in lieu of the 6 dpercent statutory amount, for
eligible districts. Because districts with adult education revenue limits
above the statewide average are not entitled to inflation allowances, the
total amount required to provide a 3 percent COLA is less than 3 percent
of the baseline amount. Thé Department of Finance estimates that $1.4
million will be needed for the proposed inflation allowance in 1983-84,
which is-equal to 0.9 percent of the current-year base. The statutory COLA

. would ‘require an augmentation to the budget of $4.1 million.’

- Adults in Correctional Facilities. The budget proposes to (1) continue
the 1982-83 General Fund support ($1.2 million) for adults in correctional
facilities and (2) provide a 3 percent inflation increase ($36,000) for this
program. Funding for the program is included in the school apportion-
ments item (6100-101-001). R
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Adult Education Program Termination _

We recommend that all General Fund support for state operations in
Adult Education be eliminated, due to statutory termination of the pro-
gram’s laws and regulations, for a savings of $356,000. (Reduce Item 6100-
001-001 by $386,000.) ‘ ’ .

Pursuant to the sunset provisions of the Education Code,; the Adult
- Education program will terminate on June 30, 1983, unless reenacted by
the Legislature. Funding for local assistance is to continue for the general
purposes of the program, but laws and regulations governing the program
will be terminated. Consequently, the current state operations workload
related to administering the laws and regulations would be eliminated
after June 30, 1983. Therefore, we recommend elimination of all General
Fund support for administration of the Adult Education program (exclud-
ing the department’s Local Assistance Bureau, which apportions funding
to the loc a%encies), for a savings of $386,000. This would result in the
elimination of 7.3 positions. :

Courses Authorized for State Funding B

We recommend that the Legislature adopt Budget Bill language delet-
ing home economics and health and. safety education from the Ilist of
subject areas in which adult education courses are authorized for state .
funding, for a General Fund savings of $14,293,000. (Reduce Item 6100-
156-001 by $14,160,000 and reduce Item 6100-226-001 by $133,000.) _

We further recommend that the Legislature adopt Budget Bill language
directing the Department of Education to (1) certify to the Director of
Finance the amount of funding apportioned to each school district for
home economies and health and safety courses in 1952-83, and (2) reduce
the 1983-84 entitlement for each distriet by the amount certified,

_The Education Code restricts state funding of adult education to courses
in the following areas: parenting, basic education, English as a Second
Language (ESL), citizenship, classes for substantially handicapped per-
sons, short-term vocational education courses with high employment po-
tential, apprenticeship training, classes for older adults, home economics,
and healtllm) and safety education. School districts must submit a list of
courses for which they claim state funding to the State Department of
Education for approval. _ _ ‘

The provision of current law that terminates statutory and regulatory
provisions governing adult education, effective June 30, 1983, would not
eliminate state local assistance funding for adult education programs:.
Funding would continue for the general purposes of adult education. This
funding, however, could be used for adult programs other than those .
specified by current law. If the Legislature wishes to continue to fund
specific adult education courses, we recommend that the authorized sub-
ject areas be specified in budget act language.

Our review of state-funded adult education courses indicates that two
of the areas currently authorized—home economics and health-and-safety -
education—include many courses which are primarily recreational or avo-
cational. These include microwave cooking, needlepoint, beginning sew- |
ing, and fitness and aerobics. o '

Recreational courses must be offered on a fee-supported basis if pro-
vided in adult education programs. They are not supposed to be supported -
with state funds. Our analysis, however, indicates that it is hard to distin-
guish many home economics and health-and-safety education courses
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from recreational courses. In fact, we found that some of these courses are
state-funded in some districts and fee-supported in others. Furthermore,
we note that the Legislature reduced funding for community college .
apportionments in the 1982 Budget Act, and directed the Board of Gover-
nors of the California Community Colleges to identify recreational and
avocational courses that would no longer be su%ported with state funds.
Some of the courses identified by the board, such as aerobics and sewing,
are offered in adult education programs with state support. '

For these reasons, we recommend that home economics and health-
and-safety education be ‘dropped from the list of subject areas in which
adult education courses are eligible for state funding. Home economics
courses which primarily are intended to provide vocational training could
still be funded under the category of “vocational courses with high em-
loyment potential.” Health and safety education courses, such as CPR,
rst aid, and lifesaving, are generally available at community colleges or
from agencies such as the Red Cross, on a fee basis.

Because of the manner in which adult education enrollment is reported
to the State Department of Education, the ADA generated by home eco-
nomics and health and safety education is not known for certain. Based on
head count enrollment data, however, we estimate that these courses
account for 9.6 percent of total state funded ADA. Consequently, we
recommend that the proposed appropriation be reduced by 9.6 percent,
or $14.3 million. We also recommend Budget Bill language to direct the
Department of Education to certify the amount of funds apportioned for
these courses in 1982-83, and to reduce each district’s 1983-84 entitlement
accordingly. Specifically, we recommend that the following Budget Bill
language be adopted:

“Provided that no average daily attendance may be claimed for the
receipt of state aid for classes in home economics and health and safety
education. ;

-Further provided that the Department of Education shall certify the
amount of funding apportioned to each school district for average daily
attendance in home economics and health and safety classes in 1982-83
and shall reduce each district’s 1983-84 entitlement by the amount
certified, as adjusted for any cost-of-living increase approved for adult
education in this act.” e '

lmpr@vement in Attendance Reporting Needed

We: recommend ‘that the Legislature adopt Supplemental Language
requiring the Department of Education to report state-funded average
daily attendance (ADA) in adult education programs, categorized by the
areas of study which are authorized for state funding. '

In reporting adult education ADA to the State Departmient of Educa-
tion, school districts report total ADA; they do not distribute it among the
ten subject areas in which courses qualify for state funding (parenting,
basic education, English as a Second Language, citizenship, classes for
substantially handicapped persons, vocational education courses with high
employment potentiaf apprenticeship training, classes for older adults,
home economics, and health and safety education). ’

We believe the Legislature would find such information useful for pur-
poses of state-level planning and review. For example, the information
would help the Legislature monitor program trends, such as a shift in
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enrollment from one course area to another. S ' :
For this reason, we recommend adoption of the following supplemental
language requiring the department to collect and report to the SDE adult
education ADA, categorized by area of study. We estimate that the cost
to the department and to local districts of complying with this require-
ment would be minor, and could be accommogated within existing re-
sources. o ‘
Specifically, we recommend that the Legislature adopt the following
supplemental language: ' ‘ : , :
“The Department of Education shall require school districts to report
agdu(lit1 education ADA, categorized by area of study authorized for state
unding.” - L o

Federal Adult Basic Education Act (ltem 6100-]_56-8_90) ‘

We recommend approval. . . - ;

The budget proposes $9.3 million from the Federal Trust Fund for local
‘assistance in adult education, the same as estimated current-year expendi-
tures, and $688,000 in federal funds for state operations;.an increase of 2.8
percent. These funds are provided under the federal Adult Basic Educa-
‘tion Act to support basic skills instruction for- adults with less than an
eighth grade level of education, Our review indicates that this program
is serving its intended purpose, and therefore we recommend approval.

i. Indian Education. (ltems 6100-218-001 and 6100-151-001).

The State Department of Education (SDE) administers two separate
projects to serve Native American pupils—SB 2264/74 Indian Education
centers and AB 1544/77 Indian Education programs. The SDE uses two
consultants-and one half-time clerical position to administer the two pro-
grams. o . , . : o

In addition to receiving services from these two projects, Native Ameri-

can:pupils may also be served by a variety of state and federal categorical
programs, including School Improvement, Economic Impact Aid, ECIA
Chapter I, ESEA Title IV-A and the Johnson-O’Malley program. Under
the latter two programs, federal funds are provided directly to school
districts and educational agencies that serve Native American pu?ils. Ac-
cording to the federal Department of Education and the Bureau of Indian
Affairs, California school districts will receive $4,753,063 in Title IV-A
funds and $576,446 in Johnson-O’Malley funds in 1982-83. _
- Table 32 shows state administration and local assistance expenditures
proposed for the two state Indian Education projects in 1983-84.: As the
table indicates, the budget proposes a total of $1,249,000 for the two
projects in the budget year. . _— ; IR

The budget, however, proposes to fold the AB 1544 Indian Education
program, but not the SB 2264 Indian Education Centers, into the State
Educational Block Grant (Item 6100-218-001). We present the followin
separate analysis of the AB 1544 program to assist the Legislature in decid-
ing (1) whether to fold the program into a block grant and (2) if it decides
not to eliminate the program, what actions should be taken with respect
to the program in the 1983-84 budget. . :
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’ Table 32

State Expenditures for Indian Education

’ ‘(in. thousands) :
Actual  Estimated Propos Change
1981-82 1982-83 1983-84 Amount Percent

State Operations $172 $149 $157 $8 5.3%-
Local Assistance: .
AB 1544 Native American Indian Education
PYOGTAIN coonecscssssecsssessersensessssarionss 318 318, 318* —_ —
SB2264 American Indian Education centers 750 © 750 T4 24 32
Totals $1,240 $1,217 $1,249 $32  26%

2 Proposed for inclusion in the State Educational Block Grant.

AB 1544 Native American Indian Education Programs (ltem 6100-218-001)

We recommend that the AB 1544 Native American Indian Education
program be eliminated and that one consultant position and related cleri-
cal support be deleted for a General Fund savings of $396,000, because
there is no justification for having a separate compensatory education
program for Native American pupils in addition to the regular state and
federal compensatory education programs. (Reduce Item 6100-218-001 by
$318,000 and Item 6100-001-001 by $78,000). B

The AB 1544 Native American Indian Education program seeks to im-
prove the educational accomplishments of kindergarten through fourth
grade Native American pupils in selected rural school districts. The intent
of this program is “to develop and test educational models which increase
competence in reading and mathematics.” In 1981-82, the AB 1544 pro-

ram served 1,217 pupils. Ten rural school districts receive AB 1544 funds
or 19 schools. These schools received an average grant of $17,000 each.

Unlike the federal Indian Education programs, the AB 1544 program has
no established criteria for identifying pupils to be served. Generally, the
AB 1544 schools use an informal system to find pupils whose families claim
Native American status. A students with such status may be served
through the AB 1544 program—not just those with specific compensatory
education needs. ' ' : -

During our field visits, we observed that schools use their AB 1544 funds
primarily for aides or teachers to work more directly on reading and math
skills with the K—4 pupils. o ‘ '

We recommend termination of the AB 1544 program for the following
three reasons: ‘ . v ‘ -

- o The reading and mathematics needs of Native American children
served through the AB 1544 program can and should be met through the
major categorical programs which are intended to serve all pupils with
special needs. -According to the SDE, 17 of the 19 schools receiving AB
1544 funds in 1981-82 also receive funds from at least one other compensa-
tory education program. In fact, seven of the larger schools participate in
at least three other compensatory education programs. (The two schools
which receive no other programs are in a single district and have a total
enrollment of 55 pupils). ; o

Because the other compensatory education programs serve all pupils
with identified needs, our analysis indicates that funding provided Ey AB
1544 is duplicative and unnecessary. In the AB 1544 programs we visited,
virtually all of the Native American pupils were identified as ECIA Chap-
ter I pupils, and thus were targeted for special assistance. In some class-

. rooms we observed two or more aides simultaneously attempting to assist
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a single Native-American pupil. ' . o

e The reading and mathematics needs of Native American pupils are
not unique and do not require a specialized program. We know of no .
analytical data which indicates that methodologies used for teaching basic
skills to Native American pupils differ from those used to teach other
pupils. In fact, we observe£ at several schools that AB 1544 teacher aides
were using the same teaching methodologies as those used with non-
Native American pupils.

o The procurement and distribution of curriculum materials pertaining
to Native American history and culture can be accomplished by other
organizations. Our analysis indicates that curriculum development to
serve Native American pupils can be accomplished through the SB 2264
Indian Education centers and other Indian organizations, the SDE Cur-
riculum Services Unit, and school district curriculum specialists.

Because the AB 1544 program (1) is not based on a unique educational
need, (2) duplicates the functions of other statewide categorical pro-
grams, and (3) is not necessary for the development of curricufum materi-
als, we recommend termination of the program and elimination of state
operations staff, for a General Fund savings of $396,000. - =

SB 2264 Indian Education Centers (Item 6100-151-001)
We recommend approval.

Twelve Indian Education centers sefve as regional educational resource
centers to Indian students, parents, and schools. The centers are operated
by private non-profit organizations which report to community-elected
boards of directors. The centers typically offer a variety of services, funded
through several sources. In their role as education centers, the centers: (1)
provige tutorial assistance and counseling for Indian pupils, (2) provide
Native American related curriculum development for school districts, and
(3) serve as a cultural center and library. Our review indicates that this
program is serving its intended purpose and, therefore, we recommend
approval.

j- Demonstration Programs in Reading and Mathematics (Item 6100-218-001).
The Governor’s Budget proposes to consolidate this program:into the
State Educational Block Grant, Item 6100-218-001. We present our analysis
of Demonstration Programs in Reading and Mathematics to assist the
Legislature in deciding (1) whether to fold the program into a block grant,
and (2) if the Legislature decides to not eliminate the program; what
actions should be taken with respect to the program in the 1983-84 budget.
Demonstration Programs in Reading and Mathematics were established
to provide cost-effective exemplary reading and math programs in grades
7,8, and 9, using intensive instruction. The enabling legislation for demon-
stration programs specifies that the programs are to (1) develop new
approaches to the teaching of reading and mathematics, (2) provide infor-
mation about the successful aspect of the projects, (3) encourage project
replication in other schools, and (4) be ranked according to evaluation
results, with state support withdrawn from the lowest rated progams. In
1982-83, the program will serve 9,000 students in 28 schools representing
19 districts. " : : S
“The budget proposes to appropriate $3,558,000 for local assistance. (in-
cluded in the proposed block grant) which is the same funding level as the
current year.
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Evaluations indicate that the demonstration program has been success-
ful. For example, data collected on the program in 198182 indicate a
median growth in reading achievement of 2.5 months and a median of
growth'in mathematics achievement of 2.9 months, for each month of
instruction. . ' ' ‘

Applicability of the Demonstration ‘Program Funding to Other Pro-
grams. Language contained in the Supplemental Report to the 1952
Budget Actrequires our office, with the cooperation of the SDE, to select
three fprocgirams and review the adaptability of the unique funding process
used for demonstration projects to. these three programs. This fundin
process:involves terminating the least effective program each year an
selecting a replacement program. After consulting with the SDE, we
included eight programs in our review: Miller-Unruh, Gifted and Talented
Education, Inc{)ian Education Centers, Educational Technology, ECIA
Chapter II, Investment in People, State Compensatory Education, and the
University Colleie and Opportunity Program. In determining these pro-
grams’ adaptability to the demonstration program methodology, we.
sought to determine:

o If there is a program output or goal which can be quantified and
compared on a systematic statewide basis. '

» If the competitive aspect of the methodology, which requires that the
least cost-effective demonstration reading and demonstration math-
ematics projects be terminated, is appropriate or practical for the
other programs.

o If individual projects could be demonstrated and replicated through-
out the stateg ’

Based on these criteria, our analysis indicates that only one of these
eight programs—the Miller-Unruh Reading Program-—could be adapted
to the demonstration program methodology. (Elsewhere in our analysis of
Item 6100-218-001, we provide more detailed information on this pro-
gram.) This is because:

o Unlike the other seven programs, the program output and goals of
Miller-Unruh can be quantified and compared. For Miller-Unruh,
the SDE can use a standardized test of reading and achievement to
calculate the gain in achievement as a function of the program cost,
as is currently done for Demonstration Programs.

o Miller-Unruh programs are locally designed and implemented and
have been replicated on a Iimited basis. Our analysis indicates that

" a systematic process to encourage the replication and demonstration
of Miller-Unruh methodologies is possible and could be beneficial.

« There Is some justification for requiring that the least cost-effective of
the Miller-Unruh programs be terminated. This would release funds
for other schools that wish to develop new, and possibly more success- -

ful, approaches. :

In conclusion, if the Legislature determines. that the demonstration
program funding process should be expanded to .other categorical aid
programs, our anagfsis indicates that the Miller/Unruh reading program
could be funded through this process.
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3. State, Court, and Federal Mandates (ltems 9680-101-001 and 6100-114-
001) ' .
Under the provisions of current law, the state reimburses school districts
for the cost of local programs which are mandated by the state, the courts,
or the federal government. These reimbursements are funded from the
General Fund. Table 33 shows the past, current, and budget year expendi- -

tures for these reimbursements.

Table 33
Expenditures for State, Court, and Federal Mandates
: ' (in thousands)

Actual ~ Estimated  Proposed Cba_ng.e' '
1981-82 1982-83 1983-84 Amount Percent

State Mandates ... $23,747 $27,386 $14,322 ~$13,064 —417%
Court and Federal Mandates............ 128,725 140,454 140,454 — -
Totals : $152.472 $167,840 $154,776 —$13,064 ~78%

As shown in Table 33, the budget proposes no change in funding for
court and federal mandate reimbursements. Although the budget appears
to propose a $13.1 million, or 48 percent, decrease in state mandate reim-
bursements, this is misleading. The decrease in state mandate reimburse-
ments is due to the fact the expenditures estimated for the current year
include funds provided in a claims bill for costs incurred in years other
than 1982-83. (See table 34.) To the extent that the Leégislature enacts:
claims bills in 1983-84 for education claims, there may be no decrease in
costs for state mandates between the current and budget years.

Table 34
State Mandates
{in thousands)
Actual  Estimated Proposed Change ;
1981-82 © 1982-83 198384 =~ Amount  Percent
Chupter 1215/74 School Attendance Re- T

‘view Boards $3,212 —_ - — —
Chapter 593/75 Jury Duty for Teachers .. 1,100 $1,452 —_f o —$1452 ¢ =-1000%
Chapter 961/75 Collective Bargaining..... * - 6,480 8,794 $9493 - 699 79 -
Chapter 1216/75 School Employee Dismis- ‘

sal Evaluation 8 1 18 17 .- 1,700.0
Chapter - 973/77° School Administrators :
Transferred to Teaching ... 2 1 1 — —_
Chapter 965/77 Pupil Disciplinary Proce- o ‘

dures . ‘ , 325 244 623 379 155.3
Chapter 1253/75 Pupil Disciplinary Proce- ;

dures —_ 1 1 - —
Chapter 894/77 Pupil Basic Skilis—Notifi- '

cation and Ceonferences .........c.mnns 1,300 1,746 - 2,603 857 49.1
Chapter 1176/77 Immunization Records.. 600 943 1,240 297 3L5
Chapter 1347/80 Scoliosis Screening.......... 477 486 343 —143 ~29.4
Chapter 472/82 Immmunization Records.... — 610 — ~610. = ~100.0

Subtotals $13,504 . $14278 - $14,322 $44 0.3%
Prior claims bills . 10,243 13,108 = —13,108 —100.0

Totals ‘ $23747 . $27.386 $14,322°  —$13,064 —411%

2 Reimbursement funding terminated by Ch 1586/82.
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a. State Meandates (Item 9680-101-001).

Table 34 shows General Fund expenditures for reimbursement of edu-
cation mandates in 1983-84. A total of $14,332,000 is proposed for this
purpose in the budget year, an increase of $44,000, or 0.3 percent, above
the adjusted 1982-83 level (exclusive of funds provided in claims bills).
The $27,386,000 shown in the budget for reimbursement of claims in 1982~
83 includes $13.1 million for prior year claims appropriated in separate
legislation, and primarily represents one-time, rather than ongoing ex-
penditures. Consequently, the decrease between 1982-83 and 1983-84 is
not meaningful from a programmatic standpoint.

The budget-year funds are contained in Item 9680-101-001, which is the
appropriation item for all state mandate reimbursements.

Unfunded Legislation—Chuptér 472, Statutes of 1982 (SB 818)

We recommend that the Department of Finance explain during budget
hearings, why the Budget Bill does not include an appropriation to reim-
burse the increased school district costs mandated by Ch 472/82, and what
actions the administration proposes to take with regard to the constitution-
al requirement that these costs be reimbursed,

Pursuant to Ch 472/82, school districts are required to ensure that all
students are immunized against rubella at the time (1) they first enroll in
a California school or (2) if they were enrolled in school on January 1, 1980,
when they transfer to, enter, or attend school at the seventh and ninth
grade. This mandate increases school district screening and recordkeep-
ing costs because the districts must ensure that students have the required
immunization. In recognition of these costs, Ch 472/82 appropriated $610,-
453 for reimbursement of school district costs in 1982-83.

The budget proposes no funding for these mandated costs in 1983-84,
although it recognizes in the unfunded legislation item (Item 9875-101-
20{];.2) that the cost of providing these reimbursements in 1983-84 will be

539,000. ,

Our analysis indicates that the costs mandated by Ch 472/82 will contin-
ue in 1983-84 through 1986-87. Given the constitutional requirement that
the state reimburse local agencies for mandated costs, the budget should
include funds for these costs. Unlike other “unfunded” legislation, the
state cannot choose on a policy basis not to fund these costs.

For this reason, we recommend that the Department of Finance ex-
plain, during budget hearings, why the Budget Bill does not include funds
to reimburse the increased school district costs mandated by Ch 472/82,
and what action the administration proposes to take with regard to the
constitutional requirement that these costs be reimbursed.

Physical Performance Test

We recommend that the Legislature enact legislation to repeal the
Dphysical performance test requirements for grades 5, 7, and 10 because we
find no analytical reason to continue this mandate,

Education Code Sections 60603d and 60608 require students in grades
specified by the State Board of Education to take annually a physical
performance test. The board has specified that students in grades 5, 7, and
10 shall take this test.

SDE provides districts with a list of specific tests, to be administered,
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and the average range of expected student performance on each test. {Fe

example, the average seventh grade, 13 year old male is expected to walk -

or jog a little less than one mile in six minutes and complete 41 sit-ups in
one minute.) SDE reviews the test items on a six-to-seven-year cycle, and

adjusts the expected student performance ranges based on the results of

its review. The last review was in 1981-82. . _

The code does not state the purpose of this test, nor does the code
require any systematic evaluation of test results. Consequently, the state
does not systematically collect or evaluate the results of the tests. Because
there is no ongoing evaluation, the tests do not provide the state with data
on whether pupil physical performance is increasing or decreasing.

In summary, we find no analytical reason for the state to continue
mandating the physical performance test.

If the schools themselves find the results of these tests useful, they could
continue to offer them, even if the mandate is repealed. Districts that do
not find the test to be useful could reallocate the students’ time to other
education-related activities. S

Because we find no use for the results of physical performance tests at
the state level, there would appear to be no reason for the state to mandate
these tests. Accordingly, we recommend that the physical performance
test mandate be repeaﬁed : '

b. Court and Federal Mandates (ltem 6100-114-001) o

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-mandated costs imposed on school
d‘;stricts; This policy was changed in 1981. : Lo L

date funding from general aid in school apportionments. Such‘fu'ndinti is
~ new provided in the annual Budget Act. Current law also provides that
the Controller must review each mandate claim to determine if the costs
claimed are reasonable, and provides that the reimbursement among

claiming districts will be prorated if the -amounts claimed exceed the.

Budget Act appropriation. The Board of Control, however, is authorized

to review any unfunded claims for, possible .inclusion in a subsequent -

claims bill. - : Lo S ‘ E
Funding.  Table 35 displays the actual funding and poténtial future
costs for court and federal mandates. ' ‘ '

The Governor’s Budget proposes $140,454,000 for reimbursements of

these mandates in 1983-84—an increase of $11,728,000 or 9 percent, above
the 1982 Budget Act appropriation. Since 1981-82, all of the funds a%pro-
priated for the reimbursement of court and federal mandates-have been
allocated. to four school districts for costs resulting from court-ordered
desegregation activities. Currently, there are no reimbursable federal
manaates. : ~ ' SRR S

Table 35 indicates that in addition to the $140.5 million proposed.in the
1983-84 budget for reimbursing budget-year claims, a deficit remains of
approximately $59.7 million from 1981-82 and 1982-83 which is eligible for
reimbursement through the Board of Control process. If there is no
change in claims for 1983-84, we estimate that the $140.5 million requested
to pay claims will be $22.3 million less than claims actually received in the
bugget year. This would bring the unfunded deficit to $82 million by the
end of the budget year. ) ' .

Current Law. Chapter 100, Statutes.of 1981 (AB 777) removed man-
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Court and Federal Mandates:
Claims Approved.by the Controller -
Actual and Budgeted Claim Reimbursements
. and Additional C!aim_s Eligible for ’Reimbursement

Actual - Actual . FEstimated  Estimated
R Claims for . Claims for .~ Claims for ~ Claims for
Approved Claims 1980-81 198182 - 198283 - 198384
Desegregation Claims: 5 R Fo .
Los Angeles Unified ....... rerievenmensssees -$138,076,522 - $120,864,924 - $128,754,633  -$128,754,633
San Diego City Unified.. 17,834,871 - 922,471,333 . 24941633 24941633
San Bernardino Unified 2,987,361 2,746,396 3,089,270 - 3,089,270
Stockton Unified ; 3242512 . 8333782% 6,000,000  6,000,000°
Miscellaneous—Maternity Benefits 512,302, L= : —
Total Approved Claims.........cc..... $162,653,568 - $154,416,435 ..$162,785536 - $162,785,536
Budget Act appropriation ..:......... 150,926,000 - 128,726,000 128,726,000 - 140,454,000 ‘
Deficit ........ —— ($11,727,568) ($25,690,435)- - ($34,059,536) . ($22,331,536)
Claims bill appropriation in 1982- : . . . :
V83 . ,

. —11,727,568
* Cumulative remaining -deficit. . »
subjéct to- Board of Control . - e )
ACHON vttt - — - $05,600435  $50749971  $82,081,507
* Approval pending.
b Preliminary estimate. T
¢ Proposed.in Item 6100-114-001:° - = -~
Whether funds should be provided to eliminate the $59.7 million un-
funded deficit is a policy decision that the Legislature must make, based
on its priorities regarding the use of limited state resources. Accordingly,
we make no recommendation on this issue. We note, however, that the
districts that incurred these costs in prior years have already funded them.
They have doneiso by reallocating general aid revenues to their desegra-
tion programs. In effect, the districts, have managed to operate their
programs with the current level of state reimbursements. Thus, if the four
districts receive an additional $59.7 million, the new money would consti-

tute a windfall to the districts. : - :
Unfunded "Legislation—Chapter 1619, Statutes of 1952 (SB 550).

Chapter 1619, Statutes of 1982 (SB 550), authorized (1) reimbursements
to school districts which voluntarily operate programs to remedy racial

_segregation and (2) continued reimbursement, through 1988-89, for costs

- incurred by-those districts currently under court-ordered desegregation
plans in the event the court order terminates and these districts imple-
ment voluntary desegregation plans. As indicated earlier, prior law au-
thgrized,feimbursements only for those districts which are under a court
order. . = o »

' The Governor’s Budget estimates that $20 million is necessary to reim-
burse' districts with voluntary programs. (The second provision of SB 550
affecting the four districts currently:-under court order has no effect in
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1983-84 because those orders are still in effect, and partial reimbursement
for most of these mandated costs is already included in the budget.) The
budget, however, contains no funds to provide these voluntary program
reimbursements. , . S
We make no recommendation regardinf this matter. As noted above,
this is a policy question that only the Legislature can answer, based on its
priorities. If the Legislature decides not to appropriate funds for Ch 1619/
82, however, it would not result in a funding reduction for the eligible
districts because they are currently funding voluntary programs within
existing resources. o - v

4. Special Education (ltem 6100-161-001, 6100-161-890, and \6110‘0‘-006-001)

Special education includes (1) local assistance to support the Master
Plan for Special Education, (2) state administration, (3) support for the
state special schools, and (4) assistance to the Southwest Regional Deaf-
Blind Center. In 1983-84, special education will serve approximately 360,-
000 students who are learning, communicatively, physically, or severely
handicapped. ' ’ ' el

Table 36 shows the expenditure and funding for special education in the
rior, current; and budget years. The budget proposes total expenditures
or this program of $852,782,000 in 1983-84, an increase of $2,100,000, or 0.2
percent above the current-year level. The General Fund will support 89
percent of all special education expenditures, while federal funds: will
account for 0.6 percent and reimbursements will finance the remaining 10
percent. ‘ ' :

Table 36

Special Education Program-
Expenditures and Funding
(in thousands) L
Actual - FEstimated . Proposed Change.
_ 1981-82 1952-83 198384~ Amount. Percent
1. State Operations ‘ o

State administration ... $5,881 $6,652 '$6,825 $173° 26%
Clearinghouse depository ... 396 337 352 15 45
Southwest Deaf-Blind Center.............. 1351 608 619 11 18
Special SChOOlS ......cvreeireeeeenerivnrrrenice . 33,939 33,943 35,445 1502 . 44
Subtotals $41,567 $41,540 $43,241 $1701° . 41%
2. Local Assistance :
General Funds ..............vnnmsesennnens $712,535 $727,230 $721,629 $399 .0:1%
Federal funds 94725  8L912 81912 —
Subtotals $807,260 $809,142° - $809,541 - 399 01%
Totals $848,827 $850,682 $852,782 . 2,100 10.2%
General Fund, : $743,103 $758,342 $760379 5087 - 03%
Federal Fund 100,158 ‘87,397 87,492 9. 01
Reimbursements . 5,556 4943 4893 —50 =10
Special Deposit Fund............mmmnis - - 18 18 -

Special education expenditures in 1982-83 are estimated to be greater
than the amount actually needed to fund pr(;lgﬁ'am costs in 1982-83. This
is because the Legislature appropriated $35 million in the 1982 Budget Act
to fund part of a 1981-82 special education deficit. This one-time expendi-
ture is reflected in the 1982-83 estimate of local assistance support by the
General Fund. P U

The net change in funding for special education in the budget year of
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2.1 million reflects (1) the elimination of the $35 million one-time appro-
riation for the 1981-82 deficit, §2) an increase for a 3 percent cost-of-
iving adjustment ($36,249,000) for General Fund local assistance, (3)

elimination of the one-time transfer of $850,000 from the county office’s

appx;ﬂ)tiation to special education for the puichase of eguipment for
visually handicapped students, (4) a $95,000 increase in federal aid, and

(5) baseline increases for state administration. ‘

“a. Master Plan f'0r Special Education (Ifém 6100-161-001)

. California_students receive special education and related services
through the Master Plan for Special Education (MPSE). Under the Master
Plan, school districts and county offices of education administer special
education services through regional organizations called Special Educa-
tion Local Plan Areas (SELPAs). Each SELPA is required to adopt a local
plan which details the provision of special education services among the

~ member districts. The SELPA may consist of a single district, a group of .

districts, or the county office of education in combination with districts.

Special education funding is provided through Ch 797/80, as amended
by Ch 1094/81 (SB 769) and Ch 1201/82 (SB 1345). School districts and
county offices receive reimbursement for costs incurred in their special
education program based on (1) their current level of services, (2) costs
incurred in 1979-80 adjusted for inflation, and (3) local general fund con-
tributions to the program. Transportation costs associated with the special
education program are reimbursed based on the actual costs incurred in
the prior-year, while regional services are reimbursed based on per pupil
costs in the current year. :

 Students Served. Special education programs served 357,679 students

“as of December 1, 1981. Under the MPSE, students receive services

through one of four instructional settings: special day classes (SDC), re-

source specialist programs (RSP), designated instruction and services

(DIS), and nonpuﬁlic schools (NPS). Table 37 displays the distribution of

special education students by general disability and instructional setting.

Table 37

Special Eduqétion Enroliment
December 1, 1981

Disability

. Communica- ]

- Placement : tion . Learning Physical  Severe Total
Designated Instruction and Service (DIS)- = 89,785 8,041 16,876 1,059 115,761
Resource Specialist Program. (RSP) ........ 698 - - 127,680 969 958 130,305
Special Day Class (SDC) .....cciccrmmmemsmsersiioninns 8,580 81,382 7,027 - 10,186 107,175

‘ Nonpublic Schools (NPS) ......oovuumreeerssecisreseinees 134 199 17T - 2208 4,438

_ Totals : 99,197 - 219062 24989 14431 357679 -

Continuing Funding Deficits in Special Education. In 1980-81, special
education’ entitlements exceeded the Budget Act appropriation: by $117
million: In 1981-82; a special education program deficit of $200 million was
projected. In response to these deficits, the Legislature approé)riated $30
million in the 1981 Budget Act to fund part of the 1980-81 deficit, and
adopted SB 769 (Ch 1094/81) to limit the deficits in future years. Specifi-
cally, Chapter 1094 reduced entitlements and the deficit by $168 million
by (1) changing the formulas used to determine the district’s entitlement
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to state aid, and ¥2) easing some .of the program requirements on school
districts to allow for greater flexibility and opportunity for local cost sav-
ings. The changes brought about by Ch 1094 reduced the 1981-82 deficit -
in-the special education program to $32.1 million. The transportation defi-
cit for that year was $27.2 million. : o .

The Legislature responded to the. 1981-82 deficit by appropriating an .
additional $35. million in the 1982 Budget Act. In appropriating these
funds, however, the Legislature provided that they would be made avail-
able for allocation only if another reform measure was adopted. This
measure was SB 1345. :

SB 1345 (Chapter 1201/Statutes of 1952). Senate Bill 1345 was enacted
in June, 1982. This measure allocated  the $35 million provided in the 1982
Budget Act. Of the total, $19 million was allocated for the program deficit
and $16 million was provided for the deficit in special transportation. As
a result, the 1981-82 deficit was reduced to $24.5 million—3 program
deficit of $13.2 million and a transportation deficit of $11.2 million. The
third recertification of the 1981-82 second principal apfportionment shows
that district and county offices received 97.9 percent of ther special educa-
tion entitlement and 87.7 percent - of their special transportation entitle-
ment for 1981-82. ‘ : : :

Like SB 769, SB 1345 reduced some mandates in the special education
program. These reductions, however, are not expected to reduce entitle-
ments for state funding. Instead, the cost savings resulting from the addi-
tional local flexibility are expected to accrue to local education agencies.
Some of the mandate reductions contained in SB 1345 are as follows:

o Members of pupil assessment teams are no longer required to main-
tain personal records of assessments, and the membership require-
ments of the team have been relaxed. - s .

+ Individualized Education Program (IEP) teams are not required to
meet if there is a change in the pupil’s program or placement.

« The requirement that the resource specialist program (RSP) shall
average no more than 24 pupils per class is deleted. The maximum

- caseload per RSP of 28 pupils;, however, was maintained. -~ =~

« ‘Program specialists are no longer required, and funds provided for
program specialists may be used for regionalized services or special
education classes. . R R S :

The act also made three changes in the funding formulas which govern
district entitlements to state funds. First, districts are permitted to receive
additional reimbursement for su(i)port' services costs for only SDC classes
serving the severely handicapped. DIS and RSP classes serving the severe-
ly handicapped are not eli EF for the higher support services rate. Sec-
ond, the measure required districts to recompute their support services
ratio to eliminate dogble-.fUnding for program specialists. Finally, the act
specified that excess local revenues of the county are to be subtracted
from district’s entitlement to state support for special education costs.

The Master Plan Funding Model. = As mentioned above, special educa-
tion and related services in California are provided to infants, preschool
children; school-age  children, and youngadults from 18 to 21 years
through the Master Plan for Special Education (MPSE). First introduced
in 1974 the Master Plan has undergone numerous changes: Most of the
original principles, however; still remain. Some of these principles are as
follows: (1) all students are entitled to an.appropriate education in the
least retrictive environment, (2) each student should receive services
according to a program developed to meet his or her individual need, (3)
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efforts should be taken to avoid the unnecessary labeling of students, and
(4) parent and student rights should be protected through due process
procedures and fair hearings.
The Master Plan as a service delivery model continues to enjoy support
among both the recipients of special education services and the local
providers. Our field visits indicate that special education teachers agree
with the Master Plan concept of providing a continuum of services to
handicapped children. Greater interaction between the handicapped and
nonhandicapped, where appropriate, is identified as a positive outcome of
the MPSE. In addition, district administrators indicate that there are few,
if any, students identified as individuals with exceptional needs who are
not receiving services. - .
The Master: Plan as a funding model, however, does not have similar
support. - : -
"~ Under the current system, school districts and county offices receive
state support for their special education program through three funding
components. First, local providers receive state assistance for the program
component of the MPSE, which includes both direct salary and benefit
costs, and support costs, based-on the actual costs incurred by the district
or county office in 1979-80. These costs constitute. the provider’s “unit
rate” and “support services ratio”, which in turn determine their entitle-
ment to state funds. : o
Second, districts and county offices receive funding for transportation
costs associated with the special education program through the transpor-
tation component of the MPSE. State assistance for transportation costs is
based upon actual costs incurred in the prior year. Districts are entitled
to 80 percent of their prior-year costs, while county offices are entitled to
100 percent funding for prior year costs. , ’
v _Tllx)ird, state funding for costsincurred at the regional level are distribut-
~ed on a per-pupil basis to districts and county offices. These funds are
broken dEc))wn.to provide for (1) “regionalilzed services”, which include
personnel and curriculum development, evaluations, and data collections,
and (2) “program specialists” who coordinate and assist in the provision
of special education services within the region. : ' '
Tgough each of the funding components does not receive a separate
Budget Act a%propriation, Budget Act language has been adopted each
year to limit the funds available for transportation and regiona]li)zed serv-
ices. As a result, a deficit in one funding component cannot be transferred
to another. This is shown in Table 38, which divides the 1981 Budget Act
appropriation, the local entitlements, and the deficit for 1981-82 into the

three funding components. , ,

Table 38
Special Education Appropriation ©
Local Entitlements, and '
Deficits for 1981-82

. Budget Act . Local Deficit
Funding Component . . Appropriation - Entitlement Amount . = Percent
1. Special Education Program ..........ceceiesicrc $607,787,502 $620,998,003 $13,210,501 2.13%
PA Special Transportation ........cemsssecsivosssses $80,260,000 $91,437,419 $11,177,419 12.22
3. Regionalized Services and Program Spe- : C

cialists $24700000  $24818955 ~  $118955 048
. ®*Includes. $35 million provided in the 1982 Budget Act. :
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Weaknesses of the Current Funding Model, Our field visits indicate
that there is considerable dissatisfaction with the Master Plan fundin
model. Based on an analysis of the model and discussions with state ang

local officials, we have identified the following weaknesses of the current
system. ; »

o Appropriation Deficits. - While deficits are on outcome of the system,
rather than a feature of the Master Plan itself, the components of the
‘model are such that they tend to make deficits more likely. This is because
the model makes. it difficult for the Legislature to estimate funding re-

uirements. Table 39 shows the revenue and expenditure components of
the Master Plan. :

Table 39

Master Plan for Special Education
Revenue and Expenditure Components

Revenues ' ' Expenditures
Budget Act appropriation Special education program
Federal funds ‘ Special day class
County property taxes Designated instruction and services
Negative entitlements ) Resources specialist program
Revenue limits, districts Aides :
Revenue limits, counties Extended year
Local General Fund contribution Nonpublic schools

' Infants

Special transportation

Regionalized services/program specialist

The Budget Act appropriation is made based on (1) the level of reve-
nues anticipated from federal funds, local property tax levies, and district
and county revenue limits and (2} the projected requirements for the
three funding components—special education, special transportation, and
regionalized services and program specialists. A deficit in $pecial educa-
tion:funding occurs when the Budget Act appropriation is insufficient to
meet the total allowable claims, or entitlement, of local service providers.
Under these circumstances, districts and county offices receive a pro rata
share of the amount claimed, based on funds available,

If total support for special education falls short of actual expenditures
incurred, local providers nevertheless are required to fund :ﬁ program
costs. Under these circumstances, additional funding must be provided
from the district’s general fund. This redirection of funds is commonly
referred to as “encroachment.” :

Encroachment poses several problems for school districts. First, school
districts cannot be alerted to a shortfall in special education revenues until
well into the school year, after they have made their expenditure commit-
ments for the year. Consequently, districts have little opportunity to
reduce special education costs, and are forced instead to mall)ce reductions
elsewhere. Second, the district’s regular education program is adversely
affected because funds that were budgeted to meet other district priorities
instead must be redirected to cover the special education deficit. And
finally, funding shortfalls in special education strain interdistrict service
agreements. - , o

An important feature of the Master Plan for Special Education is the
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grovision of services on a regional basis. Ideally, districts within the SELPA
evelop a plan that specifies the responsibilities of each member district,
and services are provided according to the plan. Deficits tend to discour-
age cooperdtion among districts, and instead cause each district to look out
for its own fiscal welfare. In some cases, districts have withdrawn from the
SELPA in the belief that they would be better off on their own should
-special education entitlements exceed the amount of funds available.

o. Complexity of Entitlement System. Since the adoption of SB 1870
(Ch 797/80), the vehicle providing for statewide implementation of the
MPSE,; the entitlement system has grown increasingly complex. The sys-
tem was amended first through SB 769 (Ch 1094/81), and then through
SB 1345 (Ch 1201/82), in an attempt to reduce the continuing funding
- shortfalls by reducing entitlements. In the process, however, these

changes have also dyielded an entitlement system which fewer and fewer
people undetstand. - : : '
" The State Department of Education’s entitlement form for special edu-
cation, referred to as the J-50, currently is 27 pages long. Staffp from SDE
conduct workshops throughout ‘the state in order to teach local special
education directors and district business managers how to fill out the form
correctly. Completion of each new set of forms often requires local offi-
cials to refer to numerous documents, revise figures already submitted to
SDE, and recompute ratios and growth rates based on new legislation. In
some cases; difficulty encountered in filling out these forms has caused
local officials to forego funding for some parts.of their special education
prograin. D ' v - '

e System is not Fiscally Neutral. Our analysis indicates that the cur-
rent funding provisions encourage program expansion and discourage

rogram contraction. Under the current funding arrangement, if a school

istrict adds a special education class, it receives additional state funding
in an amount wE.ich exceeds the increase in instructional costs. Converse-
ly, when classes are dropped, the districts lose more state funding than
ey save in costs if they reduce the size of their program. '
(For 1982-83, the Legislature imposed growth controls for special edu-
.cation to reduce the projected program gzﬁcit. These controls, adopted
in SB 1345 (Ch 1201/82), restrict the number of state-funded special edu-
cation classroom units to the number of units eligible for state funding in
1981-82. The Governor’s Budget proposes to.continue these growth con-
trols in 1983-84) . :

This effect of the entitlement system can be traced to two features: the
system’s support services ratio and the local general fund contribution.

Special education providers receive reimbursement for support costs,
for each additional classroom unit offered. This is because state aid for
support costs is provided as a function of direct instructional costs in the
form of a ratio. For example, a district may receive 50 cents in support for
~ every dollar of direct instructional costs. This translates into a support

services ratio of .5. The problem lies in the fact that support costs do not
increase in direct proportion to the increase in direct costs.-The supﬁort
services ratio does not distinguish between fixed support costs, such as
administrative salaries and classroom maintenance, and variable support
costs. Consequently; a district receives reimbursement for support serv-
ices which may exceed the actual costs incurred when an additional class-
room unit is added. Conversely, a district loses both the support
reimbursement and the direct salary support when a classroom unit is
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dropped. The result of this funding system is that districts find it financial-
. ly advantageous to continue offering special education classes even when
a declining pupil count warrants a reduction in class offerings.
- The second feature of the Master Plan that encourages program expan-
sion is the adjustment for a district’s local general fund contribution
(LGFC). The LGFC is treated as a revenue source under the fundin
‘model, but actually acts as an offset to a district’s entitlement to state aid.
A district’s LGFC is the amount provided in 1979-80 from the district’s
- general fund to support the special education program. Chapter 797, Stat-
- utes of 1980 (SB 1870), requires that each district’s entitlement to state aid
be reduced by the district’s 1979-80 LGFC. ' . '
The presumption underlying this provision is that districts should main-
tain some level of local support for their special education programs. A
problem arises, however, because the LGFCis set at a fixed dollar amount,
rather than as a proportion of the district’s total program entitlement. In
addition, the LGFC is not adjusted for inflation. As a consequence, the
LGFC comprises a smaller proportion of the entitlement as the total
program exjpands, but a larger proportion as the program contracts. Be-
cause the school district’s LGFC is invariant, the district does not share the
marginal cost of program expansion. Instead, the state assumes. the full
cost. Conversely, the district reaps no cost savings for reducing the size of
the program, since the LGFC is fixed at the 1979-80 level. .
Our analysis indicates that for a single district, the provision of state aid
- is elastic with respect to changes in the size of the program. In other
- words, a 1 percent increase in the size of the ti)rogram will yield a greater
than 1 percent increase in the district’s entitlement to state aid, while a
1 percent decrease in the program will yield a greater than 1 percent
decrease in funding. This situation, coupled with the formulas governing -
. support services reimbursement, result in a funding model that encour-
ages unwarranted program expansion and discourages program contrac-
tion that is warranted. ~ Co : ' .
Criteria For A New Funding Model. Two proposals to restructure
special education finance in California have been advanced in recent
years. One has been developed by the Advisory Commission for Special
Education, and the other by a task force assembled by the Superintendent
- of Public Instruction. These and other proposals are likely to come before
the Legislature during the current legislative session. '
We believe that any new funding system for special education should
satisfy the following five criteria. ‘ , . :
o Ease of Administration.
o Fiscal Neutrality. R
o Gradual Funding Adjustments.
« Eligibility Criteria.
_-o_State and Local Cost Sharing; - : :
Each of these criteria is discussed below. ‘

o FEase of Administration. The primary purpose of a funding system is
to allocate resources among various programmatic entities. For the Master
Plan for Special Education, the funding model should distribute state,
local, and fgderal revenues to school districts and county offices that offer
special education programs, or-to those that are financially responsible for
insuring that services are provided. The distribution of funds should be
accomplished with a minimum administrative burden, and yet provide for
a reasonable level of state control.
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The current system is inordinately complex, and has resulted in numer-
“ous errors in the calculation of entitlements to state funding. As a result,
state reimbursements may niot be provided for some local expenditures
that are eligible for state reimbursement, and in other cases may be pro-
vided in excess of what is appropriate. Moreover, a complex system re-
uires considerable staff tirne at both the district and state level to insure
1at funds are provided properly. This redirects resources to administra-
tion that otherwise c’oulé) be made available for classroom instruction.
o Fiscal Neutrality. Prior to the adoption of SB 1870 (Ch 797/80),
school districts received funds for their special education program based
on'the humber of students in the program. Specifically; districts received
$2,296 for each pupil. This funding system did not recognize differences
in. the costs of providing various sevices to students with different types
of handicaps, and, consequently, was not fiscally neutral. As a result, a
district could receive miore state funds than what was required to operate
a program by identifying too many students for low cost services and too
few: students, for high cost services. Left unchanged, this system could
- have resulted in a higher cost system than could be justified, yet one that
did not provide needed services to some children with special needs.
Ideally, the model should yield no financial rewards or penalties to
districts choosing among the various educational alternatives in making
placément decisions. The decision to place a student in a particular pro-
gram should be governed by an assessment of the pupil and the pupil’s
individualized education program. Similarly, a district should face no fi-
nancial incentives when choosing to expand or contract its overall special
education program. ’
‘e Gradual Funding Adjustments. A change in the special education
funding model will most likely result in a change in the amount of state
funds received by most school districts. Some districts will receive more
under the new system, while others will receive less. In order to promote
a smooth transition between funding models and minimize disruption of
current programs, funding adjustments should be made gradually.
“Gradual funding adjustments will allow local special education provid-
ers to plan for program expansion or contraction. Our field visits indicate
that abrupt changes in a district’s state aid result in expenditure decisions
that may be detrimental to the program. In addition, unanticipated fund-
ing reductions have resulted in uncertainty about continued employment,
~ which in turn was cited as a primary reason for low morale in some special
education programs. Conversely, unanticipated revenues have prompted
districts to purchase expensive equipment for which there was no clearly
idemntified need. - o - ; \ '

In many cases, district officials, while acknowledging the problems with
the current funding model, urged that no immediate changes be made.
They stated that frequent and unanticipated changes in the funding provi-
sions of special education hindered their ability to deliver an effective
grog'ram.rTo these officials, a stable funding system, even a flawed one, is

etter than one in which funding levels are not predictable.

Consequently, implementation of a new funding model or revisions to
the existing system should .provide for gradual adjustments in a given
district’s entitlement to state aid.
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o Eligibility Criteria. Any new special -education funding  model
should include specific eligibility criteria to insure: uniform provision of
services and to regulate the number of students served. Without statewide
eligibility criteria there is no way to determine the number of students
that should be served and the level of funds needed to support the pro-
gram. Total state funding requirements, in the absence of statewide crite-
ria, are indirectly determined by the independent decisions of each school
district to accept-or deny potential special education students. To gain
gaeaterdcontrol over speciaf) education costs, statewide criteria should be
adopted. ' : ' ~

Chapter 1247, Statutes of 1977 (AB 1250), réquired the State Board of -

Education to develop and promulgate, by January 1, 1979, criteria to iden-
tify students in nee£ of special education services: In July 1979, the SDE
released a preliminary draft of eligibility criteria, but eventually withdrew
it. In 1981, the Legislature orice again adopted legislation .(Ch1094/81)
requiring the State Board of Education to provide specific criteria for the
identification of students with exceptional needs. The deadline for action
by the State Board of Education was March 1982, - S

At the timne this Analysis was prepared, statewide eligibilify criteria for |

special education had been adopted by the board. These criteria, however,
were being reviewed by the Office of Administrative Law and had not
been promulgated. Until these criteria are approved by OAL, the state is
without statewide eligibility criteria for special education. . = v
o State and Local Cost Sharing. The current funding model provides
for state and local cost sharing in the form of the Local General Fund
Contribution (LGFC). In 1981-82, the LGFC accounted for $167.4 million,
or 14 percent of the $1,237.9 million spent pursuant to the Master Plan.
Some form of state and local cost sharing should be maintained to en-
courage local cost-control. The cost sharing arrangement, however, shotild
be set at a fixed proportion of the total program cost, rather than as a fixed
dollar amount. By fixing the LGFC at a set dollar level the current funding
system fully insulates districts from. the ‘additional costs resulting from
program expansion, and shares none of the cost savirigs with them when
the program is reduced. Conseguently,.the system provides a fiscal incen-
tive for program expansion and a fiscal penalty for program contraction.
If established as a fixed proportion of programcosts, rather than as a
fixed dollar amount, a cost sharing arrangement could eliminate the unin-
tended fiscal incentives for program expansion ard disincentives for pro-
gram contraction, and éncourage local cost control. o e
Another criticism of the LGFC as it is currently being implemented is
that cost burdens are not distributed evenly across all districts. Our analy-
sis indicates that in 1981-82, there were 118 districts with no LGFC and
642 districts with contributions ranging from $0.20 to $312.64 per: ADA.
‘Among those districts that had an LGFC, the average contribution per
pugil'was_$44.05. In other words, 118 districts were not expected to con-
tribute from their general fund to ‘support their special education pro-
grams, while 642 districts were expected to contribute on .average $44.05
per pupil from their general fund to support their programs. -
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. Cost-of-Living Adjustment. The budget proposes a 3 pércent cost-of-
living adjustment (COLA) for special education local assistance. This
would be in lieu of the statutory COLA for special education program

- - entitlements-and regionalized services/program specialists. Existing law

calls for the COLA for these components of the .*program to equal the
inflation adjustment provided to revenue limits of unified districts with
greater than 1,500 ADA. The Governor’s Budget proposes a 6 percent
inflation adjustment for these revenue limits for 1983-84. : :

o Special Transportation. 'The 1982 Budget Act and Ch 1201/82 (SB
1345) provided $80.3 miliion for reimbursement of special transportation
- claims in 1982-83. The budget proposes a 3 percent inflation adjustment
to the funds made available for special transportation claims in 1982-83;
.consequently, $82.7 miliion would be available for reimbursement of spe-
-cial transportation costs in 1983-84. . o

Under current law, no COLA is required for sgecial transportation.
Instead, school districts and county offices are eligible to receive 80 per-
t and 100 percent, respectively, of approved transportation costs in the
r year. Approved transportation costs are.expected to exceed the
ds available for 1982-83. (Chapter 1201, Statutes of 1982, however,
expressed legislative intent that any deficit in special transportation in
1982-83 not be funded.) Consequently, it is possible that the appropriation

 for the budget year will also be insufficient. SB 1345, however, placed

restrictions. on the types of pupils who are eligible to receive special
tranls‘fr:)rtation- services, and will result in some cost savings. At the time
this Analysis was-prepared, however, no data was available on whether the
cost savings from:SB 1345 will be sufficient to reduce transportation enti-
tlements to the 1983-84 appropriation. ,
e Special Day Class Revenue Limit Contributions. The Master Plan
treats as an offset to a district’s special education state aid entitlement
" applicable federal funds, county property taxes, the district’s local general
fund contribution, and district and county revenue limits for pupils in
special day classes. The revenue limits for students in special day classes
are deducted from the district’s state aid entitlement because these pupils
spend more than half of the school day in special education. For 1982-83,
revenue limits for students in special d);y classes is expected to total $198.7
- million—$157.5 million from district revenue limits and $41.2 million from
county revenue limits. The budget anticipates a similar contribution in
1983-84. .

Cost-of-Living Adjustment Overbudgeted -
. We recommend that the cost-of-living adjustment for special education
local assistance be reduced by $10,683,000 because the budget fails to
reflect the increase in funds that will result from the cost-of-living adjust-
. ment that the budget proposes for district and county office revenue
limits. (Reduce Item 6100-226-001 by $10,683,000.) IR

"The budget progoses that revenue limits for K-12 districts and county
offices in 1983-84 be increased by 6 percent and 3 percent, respectively.
These COLAs are applied to the per pupil revenue limit for each ADA,
regardless of how the ADA is classified—regular education or special edu-
cation. As a result, the COLAs proposed in the 1983-84 budget will provide
an additional $10,683,000 as an offset to special education entitlements
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because the revenue limit contribution of students in special day classes
will increase. The budget fails to reflect this offset. Consequently, state
support for special education is overbudgeted, and should be reduced b
$10,683,000. (This estimate assumes no change in special day class enroll-
ments in 1983-84.) . , _

Potential 1983-84 Special Education Funding Shortfall. The Depart-
ment of Finance estimates that special education entitlements in 1983-84
will exceed the amount proposed in the budget (excluding funds for a
cost-of-living adjustment (COLA)? by $10.4 million. In order to fund spe-
cial education entitlements in full, the department proposes to provide
$36.2 million as a COLA for special education entitlements (Item 6100-226-
001), recognizing that only $25.9 million is needed to fund this. COLA.
Thus, it is Finance’s intent that the amount overbudgeted for the COLA
be applied to the estimated shortfall in the special education appropria-
tion. ' :

This leaves the Legislature with three options:

¢ Provide an additional $10.4 million in Item 6100-161-001 to fund spe-
cial education local entitlements to the estimated. level required.

o Allow $10.4 million of the amount overbudgeted in Item 6100-226-001
to cover the estimated shortfall for special education apportionments,
and reduce this item by $300,000. :

o Delete $10.7 million in the COLA item and provide no.additional
funds for special education apportionments.

At the time this analysis was prepared, no reliable data existed that
could be used to prepare estimates of special education funding segments
in 1983-84. The department’s estimates were derived from data on 1981-
82 program requirements, and may not be accurate. A more accurate
estimate of funding requirements will become available when school dis-
tricts submit reports on their 1982-83 special education program to the
Department of Education in February 1983. This data should allow the
Department of Finance and SDE to provide a more reliable estimate of
the total program requirements for 1983-84.

Until a more reliable basis for projecting a shortfall in 1983-84 exists, we
recommend that the proposed special education appropriation not be
augmented. ;

b. Clearinghouse Depository for Handicapped Students (In ltem 6100-001-
001) '

We recommend approval.

In 1963, the Legislature established the Clearinghouse Depository for
Handicapped Students (CDHS). The CDHS acts as a central clearing-
house for specialized textbooks, reference books, recorded material, and
other aids and equipment for use by handicapped students. The CDHS
identifies for school districts, nonpublic schools, and colleges sources of
these materials for purchase or loan. In addition, the clearinghouse pro-
duces recorded books to be loaned to schools, nonpublic schools, and
colleges through the state. _ ‘

Under current law, equipment and materials purchased by districts
with state or federal funds are the property of the state. It is the responsi-
bility of the CDHS to reassign these materials as the needs among the
districts change. ‘ 7
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Prior to 1982, no state funds had been appropriated to CDHS for the
direct purchase of materials and eqlui_pment. Instead, state funding was
rovided for the operation of the clearinghouse only. CDHS, however,
loes receive federal funds for the purchase of materials and equipment
for the visually handicapped through the Federal Quota Program of the
~ American Printing House for the Blind. The CDHS conducts annual
counts of the visually handicapped students to determine the state’s share
of funds under the Federal Quota Program. ,
In the 1982 Budget Act, $850,000 was provided to CDHS for the pur-
. chase of equipment and materials for the visually handicapped. To date,
CDHS has received about 500 requests totaling approximately $3.0 million
for the purchase of such equipment and materials.

Transfer of Funds for Equipment Purchases. - The Legislature, in the
1982 Budget Act, transferred $850,000 from county offices of education to
the Clearinghouse Depository for Handicapged Children. The. $850,000
made available to CDHS was to be expended on the purchase of equip-
ment for visually handicapped children. The 1983-84 budget does not
propose to continue this transfer of funds. ,

Our field visits do not indicate that there is a particular shortage of
equipment for the visually handicapped. Furthermore, our analysis indi-
cates that additional funding for equipment is not justified because fund-
ing for equipment purchases is provided through support services
reimbursement in the MPSE. ’

¢. Unfunded Legislation—Chapter 1201, Statutes of 1982 (SB 1345).

The Governor’s Budget identifies SB 1345 (Ch 1201/82)—the most re-
cent special education reform measure—as unfunded legislation enacted
in the 1981-82 session. The budget states that this measure carries an
unknown cost, but requests no funding to cover these costs.-

Our analysis indicates that SB 1345 should yield cost savings to local
special education providers because of some mandate reductions and a
reduction in state entitlements of $11.7 million because of three formula
changes. Consequently, we do not agree that SB 1345 should be character-
ized as “unfunded” legislation.

d. Federal Public Law 94-142 (ltem 6100-161-890)

In November 1975, Congress adopted the Education for All Hand-
icapfped Children Act (PL 94-142). This measure established the concept
of “free zfpropriate public education”, and required that all handicapped
individuals age 3 to 21 years be served by S?tember 1980. The Congress
also. appropriated federal funds to states and local education agencies to
assist in the implementation of special education programs.

The Governor’s Budget estimates that California’s PL, 94-142 award for
1983-84 will be $86.5 million—the same amount as in 1982-83. Of this
amount, the department proposes to allocate $71.1 million for local assist-
ance, $9.9 million for state discretionary Frograms and $5.5 million for state
administration. Under the provisions of Ch 797/80 (SB 1870), all federal
PL 94-142 funds disbursed as local assistance are used as an offset against
state special education costs. Funds received by districts through the state
discretionary programs, however, do not offset state costs. Consequently,
any reduction in the $71.1 million budgeted for local assistance would
- result in a deficit in special education funding for 1983-84.

Two types of pre-Kindergarten programs are supported with Federal
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Public Law 94-142 funds—one for infants under three years and one for
children 3 years to 4 years 11 months.

PL 94-142 requires the state to provide special education to students age
3 to 21 years old. While each school district within the state is not required
to actually offer a program for preschool children (age 3 to 4 years 11
months), each district must insure that such services are available to
children requiring them. Provision of services to handicapped infants
(under 3 years), however, is permissive under federal law,

Prior to September 1981, California State law left to school districts the
decision of whether to provide services to handicapped infants. Chapter
1094, Statutes of 1981 (SB 769), however, requires all districts offering
infant programs in 1980-81 to continue to offer them annually thereafter.

Preschool Incentive Grant Program (3 years to 4 years 11 months). In

December 1981, there were 17,328 handicapped children enrolled in 248
preschool programs in 138 districts and county offices statewide. Children
in these programs receive instruction in speech development, motor coor-
dination, feeding techniques, and other developmental/educational inter-
ventions. Some districts also offer education programs for parents to help
them assess their child’s progress and provide home instruction.
" Funding for preschool fprograms for handicapped children is provided
through the Master Plan for Special Education and from federal Preschool
Incentive Grants. Master Plan apportionments for preschool classroom
units are distributed by formula with funds for the K-12 program, while
funds provided by the federal Preschool Incentive Grant program are
disbursed by competitive grants reviewed by the State Department of
Education (SDE). Districts must submit a grant application to SDE along
with a proposal outlining the use of these funds. SDE staff evaluate the
proposals and award grants based upon the proPOSals. For 1982-83, the
state will allocate approximately $2.0 million for preschool incentive
grants. o _ )

- Infant Programs (under 3 years). The state currently serves approxi-
mately 2,200 handicapﬁ)ed infants in 67 school district and county office
programs statewide. These children receive special education and related
sérvices through both home-based and center-based programs.

Infant programs operated by districts or county offices are not available
statewide. Under current law, school districts that operated a program in
. 1980-81 are required to continue operating the program each year there-
after, unless the program is tranferred to another entity. School districts
" that did not offer an infant program in 1980-81 are not required to estab-
lish one or to insure that services are available to district residents. A
district may, however, establish a program at its own discretion, Parents
of handicapped infants living in districts without an infant program usu-
ally are referred for services to other districts or to regional centers oper-
ated by the Department of Developmental Services. e

School districts receive both state and federal funds to support their
infant programs. State funds are received through the Master Plan for
Special Education, while federal funds are provided through the state
discretionary programs component of the PL, 94-142 grant. These funds,
unlike PL 94-142 funds provided as local assistance, are awarded on a
competitive grant basis. Approximately $2.1 million is available for alloca-
‘tion for these programs in 1982-83. ' '

4576610
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Allocation of Federal Funds .

We recommend that the Legislature adopt supplemental language di-
recting the Department of Education to allocate Preschool Incentive
Grapts and federal PL 94-142 funds for infant programs on a per capita
basis according to the number of children enrolled in each program in the
prior year. We further recommend that one special education consultant
Dposition responsible for grant reviews be deleted and the $71,000 in federal
funds budgeted to support the position be redirected to local assistance,
because a consultant will not be needed to review grant applications.
(gt’educj Item 6100-001-890 by $71,000 and increase Item 6100-161-890 by
$71,000.

In 198283, California will receive approximately $2.0 million in federal
furids for the Preschool Incentive Grant program, and will set aside $2.1
million in PL 94-142 funds for infant gr‘ograms. SDE staff will review
approximately 130 grant applications and make approximately 120 awards
for the two programs. Grant awards for preschool programs are based on
(1) the degree to which the program encourages mainstreaming of hand-
icapped preschoolers, (2) the presence of interagency agreements with
other service providers, and (3) the unmet need in the district. In evaluat-
ing infant program grant applications, SDE stafflook for (1) parent educa-
tion programs and (2) home-based programs. o

Our analysis indicates that awarding funds on a competitive grant basis
is unnecessary and inefficient. Both state and federal law, require that all
children age 3 years to 4 years 11 months be served. Consequently, there
is no reason to award funds for such services through a competitive pro-
cess. Currently, most grant recipients receive at least 90 percent of their
prior year award if they apply for funds.

Similarly, most districts that apply for PL 94-142 infant funds are man-
dated by SB 769 to operate an inIfJant program.

_In addition, awarding funds on a competitive grant basis requires con-
siderable staff time and paperwork at both the district and state level.
District staff must spend time developing proposals. SDE staff must, in
turn, be assigned to evaluate these Eﬁ(()lposals. In both cases, funds that
could be used to finance services to children must be used for administra-
tion. Because most preschool and infant programs are ongoing, this should
not be necessary. ‘

In addition, sc{m‘ol district officials have indicated that provision of funds
on a competitive grant basis makes budgeting for the upcoming year more
difficult. Because grant awards may be less than the amount budgeted,
business managers must adjust district spending accordingly. In some
cases notice of the grant award may arrive so late as to make budget
adjustments difficult. Provision of preschool funds based on the prior-year
count of children in the program would minimize the funding uncertainty
districts currently face.

Because (1) both federal and state law mandate the provision of special
education services to preschool children and infants living in specified
districts, (2) most infant and preschool programs are ongoing and do not
change significantly from year to year, (3) the development of grant
proposals at the district level and the evaluation of these proposals by SDE
staff require considerable staff time and paperwork tﬁereb diverting
funds away from services to children, and (4) the provision of funds on a
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competitive grant basis makes budgeting more difficult, we recommend
that the following supplemental language be adopted to replace the com-
petitive grant process with a per-capita allocation system:

“The Department of Education shall allocate Preschool Incentive

Grants and federal PL 94-142 funds for infant programs to school dis-
. tricts on a per capita basis, according to the number of children enrolled

in each program in the prior year.”

State Administration. Two professional positions are authorized to
evaluate the grant proposals and provide technical assistance to school
districts operating aﬁ)reschool or infant programs. These positions are sup-
ported with federal funds. -

Consistent with our recommendation to replace the competitive grant
allocation process, we recommend that one special education consultant
position be deleted in recognition of the reduced workload associated with
the per capita distribution of federal funds. We further recommend that
the $71,000 in salary and benefit savings be made available for local assist-
ance in the preschool and infant programs. o

Special Education Resource Network (SERN)

We recommend that the Legislature adopt supplemental language di-
recling the Department of FEducation to report by December 1, 1953, to
the legislative budget committees on the feasibility and potential cost
savings of consolidating the Special Education Resource Network (SERN)
with the existing Teachers’ Education and Computer (TEC) centers.

Federal Law PL 94-142 requires each state to maintain a comprehensive
system of personnel development. This law requires (1) the provision of
in-service training to both general and special education personnel, (2) an
annual needs assessment and evaluation, and (3) the provision of technical
assistance to local education agencies. In California, this mandate is met

- through the Special Education Resource Network (SERN).

‘The SERN is organized into nine regional training units that provide
insservice training and personnel development programs to school dis-
tricts. These programs are designed to meet the individual needs of each
district, and are offered at no charge. In addition, SERN maintains five
sEecialized service groups which offer in-depth training resources for (1)
the severely handicapped, (2) parents, (3)l infants and cFreschool children,
(4) assessments, and (5) resource development and dissemination. In

1982-83, SERN is budgeted to receive approximately $3.6 million in fed-.
eral funds and $350,000 in General Fund support. Sulpport for SERN in
1983-84 is expected to be maintained at the 1982-83 level.

The state also funds Teacher Education and Computer (TEC) centers
which provide in-service training and assistance to school districts. As
discussed previously, there are 15 TEC. centers which offer staff develop-
ment services on a regional basis. Although these services emphasize train-
ing in the areas of mathematics, science, and computer education, each
TEC center is required to administer grants for general staff development
under the School Personnel and Staff Development program, and conduct
a staff development needs assessment in its region. The TEC centers are
budgeted to receive $6.3 million in General Fund support through the
proposed State Educational Block Grant in 1983-84.

Because both SERN and TEC centers are responsible for (1) é)roviding

- staff development and in-service training to school districts and (2) con-
duct needs assessments on a regional basis, we recommend that the SDE
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explore the feasibility and potential cost savings of consolidating the two
programs. Though SERN is designed specifically for those working with
the handicapped, and TEC centers emphasize mathematics, science, and
computer education, both provide programs for personnel development.
Teachers and administrators will most likely take advantage of both pro-
grams over the course of their careers, and a consolidation of these centers
may result in significant economies for both school district and SDE staff.

To implement this recommendation the Legislature should adopt the
following supplemental language: ; :

“The Department of Education shall submit a report by December 1,

1983 to the legislative budget committees. The report shall explore

feasibility and potential cost savings of consolidating the Special Educa-

tion Resource Network with the Teacher Education Computer cen-
ters.” : . :

We note that the budget proposes to fund TEC centers through a State
Educational Block Grant. The administration, however, has not specified
how these funds will be allocated to the districts, nor has it specified how
TEC centers are to be funded by the districts. If the TEC center network
is altered significantly as a result of block grant funding, consolidation of
SERN and TEC centers may not be feasible. :

State Special Schools (Item 6100-006-001)

The state operates six special schools for handicapped children. These
schools offer both residential and nonresidential programs for students
who are deaf, blind, neurologically handicapped, and multihandicapped.
Only those students who cannot receive an appropriate education in their
district of residence are eligible for admission to a special school. In 1983
84, these schools will serve approximately 1,080 students who are deaf and
120 students who are blind. In addition; approximately 390 students with
neurological handicaps will receive diagnostic assessment services.

Table 40 displays the enrollment and cost per full-time equivalent
(FTE) for the two schools for the deaf and the school for the blind.

Table 40
Enroliment and Cost Per Student
In Special Schools®

Actual Estimated Proposed
. 1981-82 1982-83 1983-84
FTE Cost FIE Cost FTE Cost
Enroll- - Per Enroll- Per Enroll- Per
ment ~ Student ment  Student ment  Student
112 - $28,000 110 $30,000 120 $29,000
567 17,000 569 17,000 560 19,000
523 18,000 525 19,000 520 20,000

School for the Blind, Fremont
School for the Deaf, Fremont..
School for the Deaf, Riverside .

The budget proposes an appropriation of $35,445,000 for the state special
schools (see Table 36 in 1983-84). This is an increase of $1,502,000 (4.4
percent) above the current-year level, The significant changes reflected
in this increase are: (1) a $764,000 increase to restore funding for the
employer’s contributions to PERS on behalf of special school employees,
(2) a $232,000 increase for required employee compensation benefits, (3)
a $231,000 increase for merit salary adjustments, and (4) a $228,000 in-
crease to offset the effects of inflation on the amount budgeted for operat-
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ing expenses and equipment. Our review indicates that these increases are
justified.

Diagnostic Schools for the Neurologically Handicapped.

The state operates three diagnostic schools for the neurologically hand-
icapped. These schools are located in San Francisco, Fresno, and Los
Angeles, and serve the northern, central, and southern regions of the state,
respectively. The diagnostic schools are responsible for providing assess-
ment services to school districts and county offices of eSucation for stu-
dents who cannot be properly assessed at the local level. In general, these
students have multiple handicaps and some form of neurological disorder.
Local efforts to properly assess the student must be exhausted before a
referral to a diagnostic school can be made. '

Once approved for an assessment, the student, along with the parent or
suardian, is scheduled for a five-day visit to the school. There is no fee for
the assessment, and the parent and child are housed free-of-charge in a
dormitory facility at the school. The assessment usually includes a physical,
audio and visual perception tests, tests for motor coordination, amf sycho-
logical profile, and other neurological tests. Parents are re uire(f to ob-
serve the testing process, and are informed of the test results. ,

At the conclusion of the five day assessment, the team of professionals
meets and prepares a detailed “work-up” on the student. This work-up
includes all of the significant findings of the team, and offers recommenda-
tions and program options for the district special education staff.

In approximately one-third of the cases, the diagnostic school staff has
found tﬁat the five-day assessment did not provide sufficient information
from which to draw reliable conclusions. Under these circumstances, the
staff may recommend to the parents and the school district that the stu-
dent be assigned to the diagnostic school for an extended assessment.
Extended assessments include an academic program as well as additional
tests, and students are required to remain in residence. The extended
assessment usually lasts between three months and one year.

Cost Review Needed , :

We recommend that the Legislature adopt supplemental language di-
recting the Department of Education to submit a report to the legislative
budget committees by December 1, 1953, on the feasibility of contracting
for assessment services for students with neurological disorders. :

Our review indicates that between 1978-79 and 1981-82, 1,526 students
received a five-day assessment from one of the three diagnostic schools.
Of these students, 502 were enrolled for extended assessments. The
Budget Act appropriations for the schools over this period totaled $20,472,-
111. Assuming that the costs incurred for those students who underwent
extended assessments is comparable to the cost of residential placements
at the two schools for the deaf, we estimate that the state has spent $8,300
for each five-day assessment over the four-year period, excluding extend-
ed assessment residential costs. :

Although this cost is significant, SDE has not evaluated whether other
diagnostic institutions such as private hospitals or medical centers and
clinics could provide comparable diagnostic services at less cost. For this
reason, we recommend that the Legislature direct SDE to prepare a
report by December 1, 1983, which explores the feasibility of securin
comparable assessment services from public and private hospitals, medic
centers and clinics, and other diagnostic institutions. The report should
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address (1) the availability of such services on a statewide basis, (2) the
cost of comparable services, and (3) the cost of comparable services which
include residential care. To implement this recommendation, we suggest
that the Legislature adopt the following supplemental language:

“The Department of Education shall submit a report by December 1,
1983, to the legislative budget committees which explores the feasibility
of securing assessment services, comparable to those provided by the
dia?nostic schools, from public and private hospitals, medical centers
and clinics, and other diagnostic institutions. The report shall address
(1) the availability of such services on a statewide basis, (2) the per-
pupil cost of comparable services, and (3) the cost of comparable serv-
ices which include residential care.” S ,

‘5. Child Care, Child Nutrition, and Surplus Property
The child care, child nutrition, and surplus property programs conli?rise
the Department of Education’s Division of Child Development and Nutri-
tion Services. Table 41 shows the expenditures and funding for these
programs. L
Table 41
Child Care, Child Nutrition, and Surplus ° Property
Expenditures and Funding
(in thousands)
Actual ~ Estimated  Proposed Change
1981-82 1982-83 198384 Amount  Percent

State Operations: ~ »
Child Care $5,206 $4706 . $4943 $217 46%

Child Nutrition 5,497 6,488 6,703 215 33
Surplus Property ......memsseceeeseesss 11,459° 25,995 26,363 1,138 45
Subtotals $22,9592 $36,439 $38,009 $1,570 43%
Local Assistance: )
Child Care $250,731 $251,013 $257,049 $6,036 2.4%
Child Nutrition 321,085 322,766 23549 18 2
Subtotals $571,816 $573,7719 $580,598 $6,819 1.2%
Totals . $594,068 $610,218 $618,607 $8,389 14%
General Fund.......... $279,132 $280,600 . $288,334 $7,644 27%
Federal Funds 302,552 303,742 303,910 168 -
Surplus Property Revolving Fund ...... 11,417 25,200 26,337 1,137 45
Reimbursements ... rissssersenss 593 2% 26 |} 40
Special Account for Capital Outlay .... 3714 561 - —561 -100.0

2 Includes $937,000 which was shown as local assistance in 198182, -

a. Surplus Property (ltem 6100-001-680) o

The state’s surplus property program processes and distributes federally
donated hardware and food commodities to eligible California public and
private nonprofit agencies. The budget estimates that the fair market
value of distributed hardware and food commodities will be approximate-
ly $100 million in 1983-84. This program is entirely self-supporting, be-
cause processing and handling charges are assessed to local agencies which

receive the surplus properties. ' .
For 1983-84, the budget proposes aggregate expenditures of $26,363,000
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under the surplus property program—an increase of $1,138,000, or 4.5
percent, above estimated 1982-83 expenditures. This increase will grow by
the amount of any salary or benefit increase approved for the budget year.
Table 42 shows the Office of Surplus Property’s expenditures and funding
for the past, current, and budget years. ;

Table 42

Office. of Surplus Property
Budget Summary
(dollars in thousands)

Actual  Estimated Propas‘éd Change .
1981-82 1952-83 1983-84 Amount Percent

State Operations - $10,522 $25,295 $26,363 $1,138 45%
Local Assistance ) 937 — - — —
Totals $11,459 $25,225 $26,363 $1,138 45%
Surplus Property Revolving Fund........ $11,417 $25,200 $26,337 $1,137 45%
Reimbursements 19 25 26 1 40
Federal Trust Fund.......... I— —— 23 - — - —
Person-years 141 1645 164.5 — —

Inaccurate Budget Display ~ .

-We recommend that the Department of Finance submit prior to the
budget hearings, a more accurate budget request for the Office of Surplus
Property (OSP). S '

The Governor’s Budget requests an appropriation of $26,363,000 to sup-
port the operations of OSP in 1983-84. Table 43, however, shows that while
the Legislature has, on average, appropriated $29.5 million for support of
OSP’s operations for the past thre > fiscal years, OSP has only expended
$12.3 million (42 percent) of the amount appropriated.

) Table 43 :
Comparison of Amount Appropriated to Amount Spent
Surplus Property Revolving Fund
Office of Surplus Property
1979-80 to 1981-82

(in thousands)

Actual Actual " Actual Three-Year
1979-80 1980-81 1981-82 Average

Adjusted budget authorization® ....c..cceevseresmennee $29,361 $34,404 $24,732 $29.499
Actual expenditures : 15,076 10,535 11,417 12,343
Expenditure percent of budget authorization.. 51% 31% 46% 2%

& Includes budget authorization provided in separate appropriations for employee compensation and for
price increases, and includes legislatively mandated travel expenditure reductions.

The department indicates that the expenditure shortfall occurs because
revenues and expenditures are purposely overbudgeted to reflect the
maximum revenue and expenditure level which OSP could possibly real-
ize during a given fiscal year. o

Because the budget year expenditure request of $26.0 million represents
214 percent of the average actual expenditures for OSP during the past
three years, we conclude that the proposed appropriation for OSP is again
significantly overbudgeted. Therefore, the bucY et display has little, if any,
‘informational value to the Legislature for the budgetary process.
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: Accordingl% we recommend that the Department of Finance submit
prior to ‘the budget hearings, a more accurate budget request for the
Office of Surplus Property. ’ ‘ :

Excess Reserves

We recommend that the Legislature adopt supplemental language di-
recting that $3.9 million of excess reserves in the Surplus Property Revoly-
ing Fund be refunded to recipient agencies through lower service and
handling charges.

The budget indicates that OSP’s actual 1981-82 expenditures from the
Surplus Property Revolving Fund were $11.4 million during the past fiscal

ear. The State Controller indicates that this fund had an ending cash

alance of approximately $10.0 million as of June 30, 1982. Consequently,
at the end of 1981-82, OSP had a reserve almost equal to its annual operat-
ing costs. ‘

There are valid reasons for OSP to maintain a reserve—the United
States Department of Agriculture requires an operating reserve equal to
six months’ revenues for its commodities a§>rogram ($4.7 million), ‘and
reserves are needed to fund various capital outlay projects such as the
Sacramento and Fullerton warehouse remodelingfrojects- (approximate-
ly $1.4 million). These requirements, however, do not justify the $10.0
.million ending cash balance in this fund. We, therefore, conclude that local
agencies should have refunded to them $3.9 million in excess service and
handling charges, so as to bring reserves down to a more reasonable level.
To accomplish this, we recommend that the Legislature adopt the follow-
ing supplemental language directing the department to reduce service
and handling charges to recipient. agencies by $3.9 million during the
budget year: - .

“The Office of Surplus Property shall reduce its service and handling

charges during 1983-84 such that $3.9 million of excess reserves in the

Surplus Property Revolving Fund are refunded to recipient agencies of

surplus commodities-and personal property.”

Fullerton Warehouse

We recommend that the Department of Education submit the Southern
California warehouse remodeling project to the Legislature for funding
consideration in the 1983-84 budget.

The Department of Education indicates that it is curently proceeding
with a plan to lease and remodel new warehouse space in Fullerton, in
order to provide 60,000 square feet of cool storage. The estimated cost of
the remodeling, which is being undertaken in response to a report of the
State Logistics and Material Management Unit (SLAMM) of the Depar-
ment of General Services, is $682,000.

A facility has already been selected for lease as of this writing, and the
Office of Surplus Property hopes to occup{) it by May 1, 1983. The depart-
" ment indicates that a proposal will be submitted to the Department of
Finance, in accordance with Section 28 of the Budget Act, requesting
authorization to expend $682,000 from the Surplus Property Revolving
Fund for the proposed remodeling. ‘ o

Section 28 o?the 1982 Budget Act, which allows the Director of Finance
to approve expenditures for new programs not identified in the Gover-
nor’s Budget, essentially was enacted to provide flexibility to the executive
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branch to expend funds when the Legislature was not in session—subject
to grior notification to the fiscal committees and the Joint Legislative
Budget Committee. This project, however, would not seem to be of the
type contemplated by Section 28. The project has no special urgency, and
would seem to warrant legislative review of the type generally given to
capital outlay projects. S , : .
For this reason, we recommend that this project be submitted to the
Legislature for approval through the normall)
than through the Section 28 process.

chrumenlb Warehouse

We recommend that the proposed-appropriation for the Office of Sur-
Dplus Property be reduced by $264,700 to reflect cost savings resulting from
the conversion of existing warehouse space to cool storage. (Reduce Item
6100-001-680 by $264,700). _

On July 20, 1982, the Department of Education requested that the De-
partment of Finance, through the Section 28 process, approve the expend-
iture of $605,000 from the Surplus Property Revolving Fund to (1) convert
40,000 square feet of warehouse space at the Sacramento textbook facility
to ¢ool storage, and (2) construct a railroad spur to that facility. The Office
of Surplus Property (OSP) estimated the construction of this project
would (1) - reduce storage costs substantially, (2{1 eliminate ‘the cost of
transporting commodities from a railroad spur to the textbook warehouse,
and (3) eliminate the costs associated with the unloading of railroad cars
and trucks at commercial cool storage facilities.

The Director approved that application because of the significant oper-
ating cost savings which would accrue to the program as a result of these

“modifications. These savings originally were estimated at $335,000, and
have since been revised to $353,000 per year. The budget, however, does
not reflect any savings from this project in the OSP budget. -

The State Architect has indicated that this project will be completed by
September 1983. Consequently, nine months worth of savings. should be
realized in the budget year. Accordingly, we recommend that the
proposed appropriation for the Office of Surplus Property be reduced by
$264,700, to reflect the anticipated savings from the conversion of existing
warehouse space to cool storage. o :

SLAMM Report : B ; :
" We recormmend that the Department of Education report prior to the
budget hearings, the estimated net savings which will result from its im-

plementation of each of the recommendations in a recent SLAMM report -

prepared per legisiative directive. : :
The Department of Finance (DOF); in its August 1981 review of the
Surplus Commodity program, recommended that the Office of Surplus
Property (OSP) obtain the assistance of the Department of General Serv-
ices’ State Logistics and Material Management Unit (SLAMM) to review
its inventory control system, and to analyze the cost-effectiveness of ob-
taining additional warehouse locations closer to population centers. The
. DOF report indicated that these measures could result in cost savings to
the program, which'in turn would result in lower service and handling
charges to local agencies which purchase the surplus property. :
‘Recognizing the possibility that savings could result from this review,
the Legislature adopted language in the Supplémental Report to the 1952

Budget Act directing the Department of Education to submit a report .

budgetary process, rather .
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indicating the actions it plans to take in response to thé recommendations
made by the SLAMM unit, and the estimated costs and savings which
would result from the implementation of each recommendation. .
The SLAMM report was completed July 1982, and the department’s
response was completed November 1982. The department’s response,
however, contains estimates of the dollar savings associated with only two
of the 10 recommendations contained in the report. Two of the remaining
recommendations are expected to result in improved management of
hardware inventory and in recovery of delivery costs. No savings estimate,
however, has been formulated for the other six recommendations. -
“For example, one recommendation stated that OSP should attempt to
have state trucks return loaded after delivering surplus food commodity
merchandise. The OSP indicated that in order to implement the recom-
mendation, an agreement was reached with the United States Depart-
ment of Agriculture éUSDA in November 1982, whereby OSP trucks
would transport some federally donated food commodities on their return
trips. In return, USDA would grant OSP transportation- credits which .
would result in savings to the state. : : . =
This agreement is already being imlﬁ)lemented. The OSP, however,
maintains that the amount of savings will not be known until July 1, 1983.
It would seem that the OSP should have some estimate of the savings to
be realized. Otherwise, it is not clear why OSP implemented this recom-
mendation. Similarly, OSP should be able to provide some estimate of the
savings which will result from the implementation of each of the other
SLAMM report recommendations, especially since steps have already
been taken to establish some of them in order to obtain future savings.
Accordingly, we conclude that the department’s. response to the
SLAMM report does not fully comply with the Legislature’s directive. We
therefore recommend that prior to the budget hearings the department
provide the fiscal committees with an estimate of the net savings which
will result from implementing each of the recommendations made in the
SLAMM report. C

Shipping. Rates S . . . : .

We recommend that the budget for the Office of Surplus Property
(OSP) be reduced by $137,523, to reflect anticipated savings in commercial
shipping costs associated with the state’s exemption from minimum Public
Utilities Commission mandated shipping rates. (Reduce Item 6100-001-650
by $137,523). : ' ‘ _ . '

The SLAMM report also recommended that the office take advantage
of the Public Utilities Commission’s (PUC) statement that commercial
carriers may charge the State of California shipping rates less than the
mandated minimum rate established by the PUC. The report further
recommended that OSP negotiate with commercial carriers to obtain
these favorable rates, and estimated that OSP could save as much as 10
percent ($137,523) of its private shipping costs annually.

OSP indicates that the implementation and operational costs associated
with this recommendation are negligible; and that the recommendation
was implemented in July 1982 for commercial carriers used in its distribu-
tion system.. The office further indicates that the savings estimated by the
SLAMM unit—10 percent of cornmereial carrier costs—appear to be valid.

- These savings, however, have not been reflected in  OSP’s baseline
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budget for 1983-84. Therefore, we recommend that the proposed appro-
priation for OSP be reduced by $137,523 to reflect the anticipated savings
in commercial shipping costs expected in the budget year. .

Data Processing

We recommend that prior to the budget hearings, the Department of
FEducation report the estimated personnel savings which will result from
the implementation of a new data processing system in the Division of
Child Development and Nutrition Services. .

The Division of Child Development and Nutrition Services—which in-
cludes the Office of Surplus Property (OSP), the Office of Child Develop-
ment (OCD), and the Office of Child Nutrition Services (OCNS), is
continuing to automate many of its manual procedures through the devel-
oFment and implementation of new data processing systems, which in-
clude the Program Management Information System (PROMIS), the

Compliance Assessment, Im?rovement and Monitoring Information Sys-
tem (AIMS), and elements of the California State Accounting and Report-
ing Systemn (CALSTARS). : v

This data processing project was implemented because the three offices
within the division deal with many of the same local agencies, and use
similar techniques and tools to ensure compliance with the same or closely -
related regulations. .

Based on the original feasibility study report for the PROMIS system; we
calculated that to reflect the reduced personnel needs of the office as a
result of the new data processing system, 9.5 positions within the Office
of Surplus Property could be deleted for a $282,300 savings to the Surplus
Property Revolving Fund. : .

e PROMIS system was later redesigned to reflect the emergence of
the CALSTARS accounting system and the AIMS system (which provided
most of the capabilities of the ori%'nal PROMIS system at a reduced devel-
opment cost). Consequently, in light of the operational delays resulting
from the redesign, the Legislature adopted supplemental language direct-
ing the Department of Finance, the Legislative Analyst’s Office, and the
State Department of Education to review the staffing of the Office of
Surplus Prggerty to determine if the number of authorized personnel-
years identified in the original feasibility study should be reduced as a
result of implementing the redesigned data proceéssing system.

The latest quarterly progress report for the PROMIS system indicates
that implementation of that system in the OSP should be complete by July
31, 1983. Furthermore, the Feasibility Study Report for the AIMS system
indicates that it should have been operational by August 1982. Due to
unanticipated delays, however, and the equipment procurement freeze
imposed by the previous administration, the completion date for the AIMS
systems has been slipged to January 31, 1983. Because a revised feasibility
study report has not been prepared to reflect the redesigned integrated
data processing system, it is not possible for our office or the Department
of Finance to conduct the specified review of OSP staffing for possible cost
savings.

The cost of compliance procedures within OSP, OCD, and OCNS are
estimated to be $4 million annually, and we therefore believe that signifi-
cant cost savings above those necessary to pay for the operating costs of

" the new data processing system are possible within all three offices, rather
than just within OSP. Consequently, we recommend that the Department
of Education report prior to the budget hearings, the estimated personnel
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savings which will result from the implementation of the new data proc-
essing system for the entire Child Development and Nutrition Services
Division, and that the savings be identified separately for the Office of
Surplus Property, the Office of Child Development, and the Office of
Child Nutrition Services.

b. Child Care Programs (ltems 6100-196-001 and 6100-196-890).

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

Table 44

Child Care Services
Expenditures and Funding
(in thousands)

Actual Estimated . Proposed Change
1981-82 1982-83 1983-84  Amount  Percent

Local ‘Assistance:

Center Program-Public ........cooccurr.r $120,130 $124,428 $128,161 $3,733 3.0%
Center Program-Private ... 39,002 36,582 . 37,679 1,097 30
Center Program-Title 22* e 8709 8,472 8,726 254 3.0
Family Child Care Homes®.......... 5,629 5,175 5,330 155 30
County Child Care Services.......... 5,974 . 5,571 5,738 167 3.0
Campus Children’s Centers.......... 5,205 5,224 5,381 157 3.0
High School Age Parenting .......... 4,166 41711 4,296 125 30
Migrant Day Care.....c.cmsemscssives 7,409 7,613 7.184°¢ 171 22
Special Allowance for Rent ......... 363 366 317 1 30
Special - Allowance for Hand-

ICAPPEA s 587 614 632 18 30
Alternative Payment Program®.... 13,816 13,647 14,056 409 3.0
Resource & Referral® .........ccoon... 4,752 4,822 4,967 145 3.0
Campus Child Care Tax Bailout .. 3,477 3477 3581 14 3.0
Indochinese Refugee Assistance .. 493 — _ - -
Children With Special Needs ...... 603 — - —_ —
Child Care Capital Outlay

(CAITYOVEL) .coreirsrersiureorsersusnaiae 352 510 — —510 —100.0 -

Subtotals ......ciminiimireesssnisiernis $220,667 $220,672 $226,708 $6,036 2.7%
State Operations ... $4,749 $4,268 $4,457 $189 4.4%

Totals $295.416 $2924,940 $231,165 $6,205 . 28%
General Fund, $222,751 $222,422 $229,208 96,786 3.1%
Federal Funds®.....ovovvmvevriierins 2} 1957 1957 C— -
Other Funds....... 374 561 — —5861 1000

2 Formerly included under Alternative Child Care Programs.
Includes reimbursements.
¢ Includes $1,957 of federal furids and $5,827 of state funds.

The budget proposes a funding level of $226,708,000 for child‘care local
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assistance—an increase of $6,036,000 over estimated current-year expendi-
tures—and $4,457,000 for state operations (an increase of $189,000) in
1983-84. The increases primarily reflect:

e An increase of $6.5 million (3 percent) in the form of a cost-of-living
adjustment to offset the effects of inflation on local assistance pay-
ments. ,

¢ A decrease of $.5 million in one-time capital outlay funds carried over
into the current year which will not be available in 1983-84.

As shown in Chart 4, the level of local assistance proposed in the budget

is 231 percent above the 1974-75 expenditure level. This reflects an aver-

age yearly compounded rate of increase in child care funding equal to 14
percent.

Chart 4
Child Care Local Assistance
s250 197475 to 1983-84 (in millions)
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Participation. Table 45 summarizes theAscope of SDE child care serv-
ices for 1982-83. The table shows that 597 agencies will provide service to
an estimated 142,947 children in the current year.

Cashflow System Improvements. A survey of local child care providers
during 1981-82 by the Advisory Committee on Child Development Pro-
grams indicated that 31 percent of the respondents noted that their July
and August apportionments were either late or inadequate. Many of them

claimed that payments for July and August were received three or more
months behind schedule. '
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Table 45

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

1982-83

Programs ’ Agencies Sites Children
Center Program-Public 111 508 69,889
Center Program-Private 192 283 24,955
Center Program-Title 22 ... 69 85 6,172
Family Child Care Homes . 33 4 3,325
County Child Care Services 34 ‘1 10,917
Campus Children’s Centers 50 5 6,492
High School Age Parenting 49 65 2,299
Migrant Day Care ] 50 7,482
Alternative Payment Program : 37 = 11,493

Totals . 597 1,071 142,947

Agencies which were not affiliated with school districts or some other
large organization indicated that late gayments had serious.consequences
for their programs because they could not borrow from a parent agency
to pay their bills until thegfuly and Au%;.lst local assistant payments were
received. Department staff indicated that a new data processing system
and a new procedure for processing local assistance agreements would
significantly mitigate the July/August payment cashflow problem ex-
perienced by many providers.

An informal survey of child care providers conducted by our office
indicates that agencies received their July local assistance payment on
time this year. Migrant child care agencies, however, continue to report
instances of receiving their August payment in October (two.months
later) which results in major cash flow problems to these agencies.

Inadequate Response to Supp]ementa;) Language on Consortia and Em-
ployer Sponsored Child Care. The:Legislature included language in the
Supplemental Report on the 19582 BUdﬁﬁt Act pertaining to. consortia,
budget revisions, employer sponsored child care, and the child care fee
schedule. The Department of Education (SDE) has complied with. the
language regarding the budget revisions and the fee schedule. In our
judgment, however, it has not complied adequately with the language
regarding consortia and employer-sponsored 2}1de care.

. Consortia. The Legislature adopted supplemental language which
directed the Department of Education to plan and establish- consortia
activities throughout the state. These activities were required to involve
all child care providers under contract with the SDE who wish to partici-
pate, and are to include regularly scheduled meetings and the dissemina-
tion of management and program assistance to consortia attendees.

During the budget hearings, we recommended the establishment of
consortia because some local child care agencies indicated difficulty in
establishing contact with either the Office of Child Development or their
consultants. These consortia would provide agencies with opportunities
for resolving questions and obtaining mean‘ing%ul management assistance
to solve their operating problems. Consortias were intended as a means
to insure that these agencies received this assistance, and to promote the
establishment of self-help networks among providers to facilitate the shar-
ing of information and management expertise among themselves.

SDE submitted a report to the Legislature which describes the consortia
activities they plan to conduct in the current year to fulfill the legislative
directive. SDE basically has established one consortia for each child care
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program type, and has assigned an office of child development administra-
tor to assist each one. , _

The report indicates however, that each consortia will hold only one
meeting per fiscal year. It is doubtful that this minimal level of activity will
lead to any significant mitigation of the problems which led us to make
our initial recommendation that consortia be established.

The department. should be prepared to comment during the budget
hearings on what one consortia meeting per year can be expected to
accomplish. _ o

o Employer-Sponsored Child Care. The Le%isla'ture also directed that
the Department of Education shall promote, as feasible, the establishment
of employer-sponsored child care services.

The department reported on December 17, 1982, their efforts to date
to fulfill this directive. Basically, these efforts have consisted of attempting
to help the establishment of two new employer-sponsored programs in
Los Angeles and San Francisco. The department’s current plan to fulfill
this legislative directive is essentially to act as an information clearing-
house, and to encourage local resource and referral agencies to promote
this type of care. : , N

We believe it is doubtful that this level of effort will lead to any signifi-
cant expansion of employer-sponsored child care services in the state for
the foreseeable future. The department shiould be prepared to comment
on the extent to which its planned activities can be expected to promote
the expansion of employer-sponsored child care. :

Office of Child Development Management—Blue Ribbon Task Force
Report. In September 1982, the department appointed a blue ribbon task
force to review the management of OCD. The task force issued its report
on November 10, 1982. The major findings of the report are:

o Top management needs to be replaced.

o Administration needs to be streamlined and reorganized.

o Staff needs more development to be more effective with child care

providers. . , :

. Guiiie}iines and policies need to be clearly developed and consistently

applied. CRI :

At the time this Analysis was written, the new Superintenderit of Public
Instruction was reviewing the complete organizational structure of the
department, and as a result, the department had not taken specific action
on any of the task force’s recommerdations. =~ .~ -

The department should be prepared to explain during the budget hear-
ings what actions it will take with respect to the task force’s recommenda-
tions. :

Auditor General’s Report. In September 1982, the Auditor General
issued a report entitled “Improvemients Needed in Administering State-
Funded Child Care Programs.” Thisreport criticized the operations of the
Office of Child Development (OCD) within the State Department of
Education. It examined OCD’s overall administration of the state-subsi-
dized child care program, its administration of its child care agency licens-
ing responsibilities, and the current method of funding child care agencies
which are under contract to the state. The Auditor General’s report con-
tained criticisms of OCD in the areas of (1) ovérall administration, (2)
licensing administration, and (3) funding. co :

o Overall Administration. Three criticisms were made of OCD’s over-
all administration of the state subsidized child care program:
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¢ OCD has not considered child care agencies previous expenditures,
and has not effectively determined the amount of funds that agencies
should receive. ' S

» Accurate, timely, and complete determinations of agencies’ earnings,
based on the agencies’ year-end audit reports; have not been made.
Consequently, OCD’s effectiveness in contracting with agencies is
impaired, and delays occur in identifying overpayments and in col-
lecting funds owed the state.

+ OCD has not adhered to its own Eolicy of enforcing repayment agree-
ments with agencies that owe the state funds.

The. Auditor General concluded that the cumulative impact of these
weaknesses has resulted in the OCD not optimizing the use of child care
and development funds. ' ‘

o Licensing Administration. The Auditor General made the following
three criticisms of the administration of OCD’s child care agency licensing
responsibilities: =~ ' '

e OCD has not issued licenses to new facilities, and has not renewed

licenses of existing facilities in a timely manner. :

« A policy has not been established regarding the sanctioning of agen-

cies that fail to conform with state licensing requirements.

« OCD has not followed existing policies, and consequently, is not prop-

erly processing and investigating complaints against agencies operat-
ing state-funded child care and development programs. ‘

As a result of these problems, the Auditor General stated that some
children enrolled in state-subsidized programs were receiving services in
facilities which did not meet health and safety standards.

o Funding. The Auditor General made the following comments re-
garding funding for this program: , .

o The present method of funding child care programs does not opti-
mize the use of state funds because current law requires the reim-
bursement of agencies based on their average daily enrollment.

o A disparity exists between reimbursements made to agencies and the
amount of child care services they actually provide, due to the current
reimbursement standard.

The department has indicated, both in its response to the report and in
its discussions with us, that steps have been taken to mitigate these prob-
lems. A survey of child care agencies that we conducted indicates that
progress has been made to alleviate the problem of unlicensed facilities.

Whether the department’s actions will be fully successful, however, is
not clear at this point. Moreover, we note that avoidance of some of these

roblems will depend in part upon the successful implementation of a new
gata processing system, which has not been completed. Accordingly, be-
cause of the seriousness of some of the identified problems, and because
it is uncertain whether the steps taken by the department will be success-
ful in alleviating them, the Legislature may wish to consider having the
Auditor General follow up on his earlier report, to insure that the identi-
fied problems have been corrected. :

o State-Funded Child Care Programs. Ifthe examination is ordered by
the legislature, it should also include a review of the new PROMIS and
AIMS data processing systems; for the purpose of determining whether
the systems, as implemented, will be successful in preventing the recur-
rence of the problems identified in the report.
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The Auditor General should report his findings to the legislative budget

committees no later than December 15, 1983, and should include for each
problem identified in his previous report, an opinion as to whether the
steps taken by the department have been or will be successful in correct-
ing this problem. The Auditor General should also 'Sﬁ)ecifically identify
roblems which remain, and state the reasons why t
een unsuccessful in alleviating them. :

Overbudgeting for Child Care

We recommend that the proposed General Fund appropriation for child
care local assistance be reduced by $3,832,000, because local child care
agencies have been unable to earn this amount in the past, and therefore
it is not needed in the budget year to maintain current service levels.
(Reduce Item 6100-196-001 by $3,832,000.)

The Office of Child Development (OCD) reimburses local child care
contracting agencies based upon their enrollment and the amount of
reimbursable costs they incurred. If an agency actually enrolls the number
of state-subsidized children specified in its contract with OCD, the
amount of its state reimbursement is limited to the lesser of the following:
~ (1) the maximum reimbursable amount specified in the agency’s con-
tract with the OCD, or
4 (2) the actual and allowable net costs incurred for state-subsidized chil-

ren.

From these amourits are subtracted any parent fees collected, unless the

e department has

agency “‘earns” these fees by enrolling more children than required by its

contract. .

" The Auditor General, in his report “Improvements Needed in Adminis-
tering State-Funded Child Care Programs”, states that the OCD generally
funds each agency for the amount of its previous year’s contract—that is,
the maximurm contract amount—plus any inflation adjustment that the
Liegislature has granted. It does not base reimbursement on the agency’s
actual reimbursable expenditures in the previous year plus an inflation
adjustment.

s 'The Auditor General further states that while the OCD has reduced the
contract amounts for some agencies, it has not routinely reviewed agen-
cies’ expenditures in previous years; nor has it reduced the contract
amounts or withheld inflation adjustments for agencies whose previous
expenditures did not meet the amount of their contracts. Consequently,
OCD is contracting with agencies for amounts that exceed the the expend-
iture levels that these agencies have demonstrated an ability to realize.
The Auditor General recommends that the OCD consider an agency’s
demonstrated ability to earn.the total amount specified in its prior year
contract when it comes due for renewal and when determining the
amount of funding that an agency should receive in the new contract.
In reviewing the actual reimbursable costs incurred by child care agen-
cies against the maximum reimbursable amounts allowed by their con-
tracts for the past fiscal year, we found that these agencies were unable
to earn at least $3,720,000 of the contract amount. Because the budget year
request for child care local assistance is based upon the past-year appro-
priation plus a 3 percent inflation adjustment, and because this appropria-
tion, in turn, was based upon the maximum contract amounts contained
in all of the state’s contracts with local child care agencies, we conclude
that the budget request is overstated by $3,720,000 plus the 3 percent
inflation adjustment tied to this amount ($112,000). :
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Accordingly, we recommend that the appropriation be reduced by $3,-
832,000 to eliminate overbudgeting. This recommendation is consistent
with the recommendation made by the Auditor General in view of the fact
that child care agencies have demonstrated an inability to earn the full
contract amount in the past. Our recommendation would not resultin a
reduction of state subsidized child care because sufficient funds would
remain in the budget to meet actual enrollments and costs.

Correction of Attendance Absences Needed

We recommend that the Legislature adopt Budget Bill language and
enact legislation, to stipulate that state reimbursement shall not be pro-
vided for excused absences in excess of five days per child per year for
children enrolled in state subsidized child care programs, unless such
absences are due to certain specified reasons.

Child care agencies are reimbursed in part on the basis of their average
daily attendance. “Enrollment” as defined by the Education Code in-
cludes not only the number of children actually present at a facility, but
also includes children who are not present but have “excused absences”.
Children may have “excused absences” for reasons of illness, quarantine,
illness or quarantine of their parents, family emergency, or to spend time
with a parent or other relative as required by a court of law, or when it
is (clearFy in the “best interest” of the child to be absent. o

The Auditor General, in his report “Improvements Needed in Adminis-
tering State-Funded Child Care Programs,” iridicates that his auditors
visited local child care and development agencies, and compared their
enrollment to actual attendance levels for January 1982. The results are
shown in Table 46 for children enrolled full-time.

Table 46

Actual Attendance and Excused Absences
for Children Enrolied Full-time*

‘ ‘ Actual
Average ’ Attendance
Number of Actual Excused Plus Excused
Children Attendance Absences Absences
Agency . Enrolled b (Percent) (Percent) (Percent)
1 170 811% 12.0% 9.7%
2 61 63.7 314 95.1
3 142 79.6 15.3 949
4 89 145 2.7 982
5 287 87.1 ’ 11.5 98.6
6 102 85.0 14.6 99.6
7 82 849 150 99.9
8 177 90.3 82 . 98.5
AVETAZE vrvvevrveovermmesroreneassssivesees 139 82.0 16.0 98.0

2 Based on January 1982 attendance at a sample of eight agencies.

b Since enrollment in programs fluctuates during the month, average enrollment is used.

Source: Report of the Auditor General “Improvements Needed in Administering State-Funded Child
Care Programs,” September 1982. . . .

" The table shows that the actual attendance at these agencies ranged
from approximately 64 percent to 90 percent of enrollment, with the
average actual attendance being 82 percent of enrollment. The amount of
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excused absences ranged from 8 to 31 percent of enrollment, with the
average rate of excused absence being 16 percent. The Auditor General
indicates that all eight agencies received full funding of their enrollment
for the sample month. :

The Auditor General further indicates that the high percentage of ex-
cused absences is partly attributed to the definition oF an “excused ab-
sence.” The Education Code allows agencies to be reimbursed for excused
absences—and agencies may claim as “excused” those absences which are
“in the best interest of the child”—but the code does not place any limit
on the number of these absences that an agency may claim.

‘The Auditor General’s review indicates that agenies may be abusing this
provision by claiming an excessive number of these absences, and that
some of these absences are themselves questionable. For example, one
facility counted as 30 days of excused absences two children on a family
vacation for 15 consecutive days, on the basis that the absences were “in
the best interest of the children.” The agency claimed full state reimburse-
ment for these days.

At another facility, absences involving children who stayed home with
parents for up to two weeks were claimed as being “in the best interest
of the child.” In a third instance, an agency claimed. 19 days of excused
absence for a child who was out of town. - :

While we recognize the need to continue to provide state reimburse-
ment to agencies with enrolled children who are ill or absent due to family
emergency, the Auditor General’s findings tend to indicate that the cur-
rent provision in the Education Code allowing full state reimbursement
for excused absences needs to be tightened. - . R »

Because actual attendance at child care agencies may be significantly
less than enrollment, and because agencies report a shortage of state
subsidized child care in the state, we recommend that the Legislature
adopt the following Budget Bill language to stipulate that state reimburse-
ment shall not be provided for excused absences in excess of five days per
child per year for children enrolled in state subsidized child care pro-
grains, unless such absences are due to certain specified reasons.

“Provided that except for absences due to a child’s illness, quarantine,
illness or quarantine of their parents, family emergency, or to spend
time with a parent or other relative as required by a court of law, no
- state subsidy shall be provided for excused absences in excess of five
days per child during tfxe contract period, for children receiving a state
child care subsidy.” v
Because the Budget Act is effective for only 1983-84, we further recom-
mend that legislation be enacted throu'ih the trailer bill, to make a perma-
nernt change to the Education Codeé to limit funding for excused absences.
of -this type. ' ' :

Eligibility Standards and Parent Fee Schedule Review

We recommend (1) that the Legislature repeal the exemption from
family fees currently granted to AFDC and SSI/SSP recipients receiving
state subsidized child care services and (2) the Office of Child Develop- -
ment report prior to the budget hearings, the fiscal and programmatic
effects of using the Current Population Survey issued by the U.S. Bureau
of the Census In establishing future family fee schedules,

Last year, the Legislature added landguage to the Supplemental Report
to the 1982 Budget Act directing the Advisory Cominittee on Child Devel-




1418 / X-12 EDUCATION Item 6100

DEPARTMENT OF EDUCATION—Continued

opment Programs to study and make recommendations regarding the
revision of eligibility standards and the garent fee schedule, such that only
low income families are eligible for and receive a state subsidy for state-
sponsored child care and preschool services.

The advisory committee fulfilled this directive by surveying 114 pro-
gram administrators and 868 parents who currently receive state subsi-
dized child care services, and by holding two public hearings on these
subjects. The committee completed its report on December 1, 1982. The
report contains nine recommendations—some of which would require
legislative action before they could be implemented. Two of the advisory
committee’s recommendations call for: (1) the amount of an AFDC or
SSI/SSP grant to be counted as family income for the purpose of assessing
the family fee for receipt of state-subsidized child care services and (2) the
department to use the Current Population Survey (issued by the U.S.
Bureau of the Census) to determine the yearly median income in Califor-
nma.

o Grant Income. The committee recommended that AFDC and SSI/
SSP %1 ants be counted as income when determining the amount of any fee
which a family is required to pay for state-subsidized child care. The
committee reports this recommendation reflects the overwhelming senti-
ment of the program directors and parents included in the study. Our
examination of a sample of participant responses confirms that this is the
case. o

The Education Code specifically prohibitsrecipients of public assistance
such as that provided to AFDC and SSI/SSP recipients from paying any
fees for state-subsidized child care services.

The family fee schedule (from which the fee for state subsidized child
care services is determined) is based upon a family’s size and its “ability
to pay” as indicated by the family’s gross income. We see no reason why
a distinction should be made in determining “ability to pay” as to what the
source of that income is. It makes no sense, for example to charge a
working family a higher fee than is charged a non-working family with the
same gross income. C

Accordingly,; we recommend that consistent with the committee’s rec-

ommendation, language be included in the companion bill to the 1983
Budget Act which (1) mandates that AFDC and SSI/SSP grants be consid-
ered as part of gross income for the purpose of determining the family fee
for state-subsidized child care services and (2) repeals the exemption from
fees currently granted to AFDC and SSI/SSP recipients.
- o Income Data. The committee also recommended that the Depart-
ment of Education use a different set of data to establish the state median
income for different family sizes. These median income figures are impor-
tant because they are a key factor in determining the family fee schedule,
which all state-subsidized child care programs use to levy fees on recipi-
ents. of state-subsidized child care services.

The committee indicates that OCD currently uses income data released
by the Federal Department of Health and Human Services, which OCD
(1) updates to the current year using the consumer price index, and (2)
adjusts for family size, using a federal Title XX formula. :

The committee and the Department of Finance, however, indicate that
the current population survey data issued by the U.S. Bureau of the Census
is more accurate, particularly when family size is being considered. Table
47 compares the two sets of data, and indicates that significant discrepan-




Item 6100 K-12 EDUCATION / 1419

cies of as much as 40 percent occur between the two measures in some
family size categories. On the average, the median income data given by
the current population survey is 12 percent Jess than that used by OCD.

Table 47

Comparison of Family Size Income Data Between the Current Population Survey
of the U.S. Bureau of the Census - :
and the Income Data Used by the
Office of Child Development

Current Population OCD Median Current Populabbn

Survey Monthly Income Survey Percent
Median (for 1981-82 (Under}/Over
Family Size Income, 1980 Program Year) OCD Median
1 $785 $1,087 D (~28%)
2 1,595 1,422 B
3 1,967 1,757 12
4 2,172 2,093 4
5 2,218 2,434 (—9)
6 2,013 2,763 (~27)
7 1,709 2,828 (—40)
8. 2,519 2,893 (—13)
9 ; 2,359 2,958 (—20)
Average.... (—~12%)

2 OCD uses prior-year income data for establishing the fee schedule for a particﬁlar fiscal year. Therefore,
1980.income data is used to establish the fee schedule for 1981-82. -

Consequently, if the Current Population Survey data were used in.etab-
lishing famil f}ée schedules, the fee amount charged to some individual
families would go up, while the fee charged other families would go down.
It is not clear what the net impact on state costs would be. That would
depend on the distribution of families served, by family size.

Because the Current Population Survey data is more accurate than the
data currently being used by the OCD in establishing the state median
income level, we believe that the advisory committee’s recomrmendation
deserves further examination. We also think, however, that the fiscal ef-
fect on the state General Fund, and the programmatic effects on local
child care agencies, of using the Current Population Survey should be
ascertained before action on this recommendation is taken by the Legisla-
ture. Accordingly, we recommend that the Office of Child Development
report prior to the budget hearings on the fiscal and programmatic effects
of using the Current Population Survey to establish the state median
income level for use in establishing future family fee schedules.

Consultant Services. The field services section in the Office of Child
Development (OCIQ is authorized 17 consultants, 9 child development
assistants, and 3 child development administrator positions who (1) pro-
vide management and program assistance to local agencies and (2) serve
as an advocate for local agencies within the Office of Child Development.
The 1982-83 Governor’s Budget indicated that the average cost per posi-
tion in the current year will approximate $40,956, $38,877, and $33,927 for
the child development administrator, consultant, and child development
assistant positions, respectively. This results in a total cost of approximately
$1 million for these personnel services, exclusive of any associated operat-
ing expenses. _

Last year, field agencies reported that the quality of service provided
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by the consultant staff varied considerably. Specifically, responses to a
survey conducted by the Advisory Committee on Child Development
Programs indicated that:

» 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. : .

o Twenty percent stated that consultants switched assignments too of-
ten. v

« 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 last year confirmed the criticisms
made in the survey. Agency administrators frequently reported to-us that
program support was not available or irregular. These problems were of
particular concern to new child care providers who needed these services
to successfully establish their operations.

This year we conducted an informal survey of child care providers and
solicited their opinion regarding: uﬂl) the quality of consultant services
they received, (2) where the consultant was most helpful, and (3) where
the consultant-was least helpful. The majority of respondents were am-
bivalent about the quality of service received, and equal numbers of re-
spondents liked and did not like the ‘quality of these services. The quality
of service provided depended upon the specific consultant assigned to the
agency, with some agencies %iving favorable ratings to their consultants,
and others giving unfavorable ratings.

- In genera%t the consultants were most helpful in interpreting OCD’s
policies, regulations, and forms, and in answering genera? questions—as
one respondent put it . . . in helping use the system.” The consultants
were least helpful in providing specific technical information, program
improvement information—and as one respondent put it “. . . in finding
constructive solutions to basic problems.” ’ : :

Some critics of the quality of consultant services, however, have indicat-
ed that the problem may not lie with the consultants  themselves, but
rather within the OCD “system” which prevents them from being effec-
tive. - ) : )

In view of both the cost of providing these services and the criticisms
directed at the system by providers, we believe the OCD “system” needs
a rigorous review. Specifically, if the main benefit of the consultant serv-
ices lies in their being able to explain OCD’s system, rather than in provid-
ing (1) substantive technical and programmatic expertise, and (2) helping :
formulate solutions to basic problems, then we question the cost-effective-
ness of providing these services. ~ s

_The Auditor General did not include a review of the field services
section of OCD (which provide the consultant services to agencies{ in his
overall review of the Office of Child Development. Accordingly, the
Legislature may wish to consider having the Auditor General examine the
quality and cost of consultant services provided to child care agencies,
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with a specific review regarding (1) whether these services should be -

continued and (2) how these services, if they are continued, could be
improved. '
Handicapped Children’s Centers. Provision 10 to Item 6100-196-001 in

the Budget Bill authorizes the Superintendent of Public Instruction to

Erovide state funding to certain child care programs which serve severely
andicapped individuals. This provision, in effect, exempts these pro-
grams from the provisions of the Education Code and related regulations
which govern the operations of regular child care programs. Currently,
severely handicapped individuals are served in seven Bay Area childrens’
centers, which are funded through a general allowance in the budget bill.
In passing the 1982 Budget Act the Legislature adopted Control Section
- 21.42 which required the Superintendent to develop a schedule of Ii'arent/
guardian fees which these seven centers would then have to implement
in order to continue receiving state funding during the current year. The
deEartxnent developed the required fee schedule, which requires parents
to begin paying a fee when their income reaches 50 percent of the state
median ($13,176 for a family of four), and to pay the cost of the child
care when their income reaches 300 percent of the state median ($79,092
for a family of four). ' : :
Subsequently, however, the Legislature enacted SB 1345 (Ch 1201/82),
which stipulates that a parent fee shall not be assessed during 1982-83 if
the child has been referred to the program by another agency. -
The director of three of these seven centers advise us that none of the
parents with children served by the centers will be required to pay a fee
in 1982-83 because all of their children are referred from other agencies.
Therefore, SB 1345 essentially negates the effect of Control Section 21:42.
The 1983-84 Budget Bill contains language which reinstitutes the provi-
sions of Control Section 21.42 of the 1982 Budget Act. If apFroved by.the
Legislature, this section would supersede the provisions of Ch 1201/82.

¢. Child Nutrition (ltems 6100-101-945, 6100-201-001, and 6100-201-890)

‘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. Programs and Child Care
Food Program. These programs assist schoolsin providing nutritious meals
to pupils, with emphasis on free or reduced-price meals to children from
~ low-income families. : Ll SRR

Funding for Child Nutrition Programs.. Table 48 summarizes the fund-
ing of the child nutrition pll';)uglrams in the past, current, and budget years.
The budget requests $6.7 million in 1983-84 to support state operations
administrative costs ($1.5 million from the General Fund and $5.2 million
from federal funds),an increase of 3.3 percent.In addition, $323.5 million
is reguested for local assistance allowances ($26.8 million from the General
Fund and $296.7 million in federal funds), which is essentially the same
amount as estimated for the current year. -~ - oo
State Child Nutrition Program (Items 6100-101-945 and 6100-201-001)

The state child nutrition' program providés a basic subsidy from the
General Fund for each meal served by public schools, private nonprofit
schools, and child care cénters to pupils eligible for free and “reduced-
price” meals (generally, low-income pupils).- CEn
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Table 48
Child Nutrition Programs
Expenditures and Funding
{in thousands) i
Actual - Estimated ~ Proposed Change
. 1981-82 19582-83 1983-84  Amount Percent

Federal Funds : :

State Operations . $4,117 - $5,076 - $5,244 $168 3.3%
Local Assistance: oo :
School Lunch ’ :
General Assistance. viviven 32,196 - 37,600 37,600 — —_
Special Assistance to Needy Children 178,941 177,529 177,529 — —
School Breakfast ; - 136,051 44,051 . 44,051 - —
Special Milk . ) 1,615 1,702 S 1702 — —
Child Care Food ...ccovivvnensisivsrismnisnnens 45,801 33261 - - 33261 — —
Food Service Equipment Assistance...... 253 — — — -
Cash for Commodities ......wmmmmirissesnne 915 2441 2,441 - —
Commodities Supplemental Food Pro- .
gram 207 125 125 - —_ -
Nutrition. Education and Training
Projects 660 - — —_ — —_
Subtotals..... $296,639 $296,709 - $296,709 — —
Total Federal Funds .........coeeevemserresesies $300,756 $301,785 $301,953 $168 01%
General Fund S ‘ RS :
- State Operatiors $1,380. $1412 - $1.459 $47 - 33%
Local Assistance Basic Subsidy ......c..ccsivunner $24,446 $26,057 $26,840 $783 3.0%
Total State Funds................ oveseeiseremmesarens $25.826 $27,469 $28,299 $830 3.0%
Combined Totals: ) ‘ :
State Operations : : $5,497 $6,488 $6,703  $215 3.3%
Local Assistance 321,085 322,766 323,549 783 0.2
Totals L $326,582 $320254 © $330,252 $998 - 0.3%
General Fund ' $25,826 $27,469 ©$28,299: $830 3.0%

Federal Funds » 300,756 - . - 301,785 301,953 -. 168 0.1

The Budget Act of 1982 appropriated $26.1 million for the state child
nutrition program in 1982-83, based on an estimated 300.5 million meals
_ reimbursed at a rate of 8.67 cents per meal. The budget proposes an
apprepriation of $26.8 million for 1983-84. This amount assumes approxi-
mately the same number of meals and provides for a 3 percent inflation
- adjustment. B ' o _ »

" "Current law provides that the state meal reimbursement rate is‘to be
adjusted for inflation, based on the Food Away From Home Index (Con-
sumer Price Index) for San Francisco and Los Angeles. This would require
a COLA of 8.7 percent in 1983-84, or an augmentation to-the budget of
ﬁl.g- mgllion (assuming the same number of meals projected in the
budget). ' : .

The Department of Education’ intends to survey a sample of school
districts in February, 1983, in order to project the number of meals eligible
for the state subsidy in 1983-84. We will review-the survey and report on
its implications for funding the state child nutrition program-during the
. budget hearings. : ' .
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Federal Child Nutrition Program (ltem 6100-201-890) :
We recommend approval, :

The budget proposes an appropriation of $296.7 million from the Fed-
eral Trust Fund for local assistance for 1983-84, the same as estirnated
current-year expenditures. The budget also proposes $5.2 million in fed-
eral funds for state operations, an increase of 3.3 percent over the current
yedr. Our review indicates that these federal funds will be expended for
-appropriate purposes and, consequently, we recommend approval.

6. State School Building Aid

a. Overview - :

The State School Building Aid Program provides financial assistance to
school districts for (1) acquisition and development of school sites, (2)
construction or reconstruction of school buildings, '(3 purchase of school
furniture and equipment for newly constructed buildings, (4) deferred
maintenance, and (5) emergency portable classrooms. R

Prior to the passage of Prog;sition 13 (Article XIIIA of the State Consti-
tution) local school districts financed the construction of elementary and
secondary school facilities in one of two ways. They either issued school
construction bonds or obtained a loan from the state under the State
School Building Aid program. :

The state raised the money loaned to applicant districts from the sale
of general obligation bonds, and loans obtained by districts from the state
were subject to prior voter approval for repayment from district property
tax revenues. _ :

Proposition 13 eliminated the ability of local school districts to levy
additional special property tax rates to pay off new bonds or loans. Conse-
quently, the State School Building Aid program was subsequently revised
such that the state was no longer making construction loans to districts,
but was funding the construction of new school facilities and “renting”
them for a nominal fee to school districts under a lonig-term lease. This
lease arrangement essentially represents a ‘K‘lclluasi-grant” of construction
funds to school districts because the state only charges a nominal yearly
rental rate—usually $1—plus any interest earned on state funds on deposit
in the county school lease-purchase fund for the applicant school district.
Moreover, title to the facility is transferred to the district no later than 40
years after the rental agreement has been executed.

Funding for this program is provided through three major statutory
appropriations, which are available for expenditure irrespective of fiscal
year. These are: :

« school district “excess” repayments—that is, the excess of school dis-
trict principal and interest payments on State School Building Aid
loans over the amount needed for the debt service of state school
construction bonds. These are principally used to fund school district
deferred maintenance projects, . = - , g c

¢ a yearly $200.0 million allocation of tidelands oil revenues through
1984-85, used principally for new school construction, and -

+ bond revenues authorized by Proposition 1 of 1982 which can be used
for new school construction and rehabilitation of existing school facili-
ties. ; » .

The school building aid program has the following three major ele-

ments: ' ’
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¢ The construction quasi-grants, which are made under the State School
Building Lease-Purchase program."

s Deferred maintenance matching funds, which are provided to school
districts under the State School Deferred Maintenance program.

o The emergency portable classroom program, which leases state-ac-
quired portable classrooms at up to $2,000 per year to overcrowded
school districts, pending construction of permanent school facilities.

Table 49 shows the total revenues appropriated and available for state
school building aid.

v Table 49
Revenue Sources for School Construction and Deferred Maintenance °
Actual Estimated ~ ~  Proposed
1981-82 o 1982-83 - 1983-84

Revenues authorized from continuous appropriations: v
Excess school district loan repayment Ch 282/79 ‘
(AB8) $65,635 - §83,892 T $81,289

Carryover of prior year General Funid appropriation
Ch 288/80 (SB 1426) ....... 208,000 ‘
Tidelanids oil appropnatmn—Ch 899/80 (AB 2973) 200,000 200,000 200,000
Carryover of prior year tidelands oil appropriation :
" Ch 899/80 (AB 2973) 100,000
Proposition 1 bond sales—Ch 410/ 82 (AB 3006) ...... 125,000 200,000
Repayment of loan—Ch 998/81 (AB 114).........c.uiee 47,200 :
Subtotals $573,635 $456,092 $481.289
Transfers arid Loans: ,
Transfer to General Fund per Sectlon 1991, Budget
- Act of 19817 ...... ~$200,000
Transfer to General Fund—Ch 207/82 (AB'884) ... —200,000
Loan to SAFCO and ERF' Funds—-Ch 998/81 :
(AB114) 47200
Nontransfer of school district excess repayments— ‘
Section 19.05, Budget Act 0of 1982 .........ccmmimmmssens ’ ' —$18,892
"Nontransfer of tidelands oil reserves—Ch 327/82 ‘
~ (SB1326) .. . ‘ —147200°¢
Nontransfer of tldelands Ol TESEIVES wviicorrrscsernrnrenes : : = —$200,000
Slibtofﬂl H - $447,200 Ead $166)092 - $2w)w0
Net Amount Available for Commitment.... $126,435 -$290,000 - $281,289
State School Deferred Maintenance Fund ..... $51 645 $65,000 $81,289
State Sclzbd] Building Lease-Purc])ase ﬂmd.... 74 790 . 225,000 . 200,000

*This This table illustrates only the revenue sources prov1ded by current statutes, and the transfers and loans
made froin those revenues to arrive at the net appropriation for school construction and deferred

. maintenance in the particular fiscal year. Thisis not a fund condition’ statement, and accordingly, does

.-/~ not.include any beginning balances in' these funds.

> The $200 million transferred to the General Fund by the Budget Act of 1981 is to be repaid in 1984-85
through an additional year’s allocation of tidelands oil revenue to the Lease-Purchase Fund.

¢ Various bills are currently before the Legislature to reappropriate to the General Fund, any tidelands

. oil revenues unencumbered by contract with private construction contractors. Therefore, the $147.2

million could increase by an undetermined amount: The budget proposes the appropnatlon of $125
+ million of Proposition 1 bond funds to replace these monies. -

School Construction Funds Withheld in 1982-83. As Table 49 shows,
the Legislature in completing action on the 1982 Budget Act, ‘withheld
- $166.1 million from (1) tidelands oil revenues ($147.2 m11110n) and (2)
school district excess loan repayments ($18.9 million), which existing law
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authorizes for school construction and deferred maintenance purposes,
and allocated these funds instead to the General Fund. In addition, at the
- time this Analysis was prepared, various bills were before the Legislature
‘which reappropriated to the General Fund any remaining tidelands oil
revenues in the current year which are unencumbered by contract with
private construction contractors. If enacted, these measures could further
increase the amount of funds withheld from school construction. Chart 5
shows that since 1980-81, approximately 61 percent of the statutorily au-
- thorized funding for this program (excluding Proposition 1 bond funds)
‘has been either withheld or transferred to other funds for alternative uses.

- Charts - - ‘
State School Building Aid
Funds Transferred
1980-81 through 1982-83 -

~ Funds Authorized
But Not Appropriated’
' 60.6%.

Funds Authorized
‘\and Appropriated

39.4%
1 Does not include Proposition 1 bond funds. .

Does not reflect the impact of any legistation which may be enacted during 1982-83 to reappropriate any unobligated school
construction monies to the General Fund.

" The Legislature has reduced the amount allocated for school building
aid as part of a program intended to compensate for General Fund reve-
nue shortfalls, and thereby avoid a deficit. In addition, the Legislature has
found it necessary to reduce funding for school building aid because of
shortfalls in tidelands oil revenues. In recent years, the amount of tide-
" lands oil revenues available have been between $73.5 million and $155.5
million below the level anticipated when the $200 million allocation to the
program was established. Consequently, the Legislature has had to sus-
- pend the tidelands oil allocation mechanism to reflect these shortfalls,
with the result that the State School Building Lease-Purchase Fund has
not received the full statutory allocation. '
- In the current year, $100.0 million and 1(11p to $65.0 million were appro-
priated for new school construction and deferred maintenance, réspec-
tively. This is approximately 50 percent of the $331.1 million that was
. expected to be available for these purposes in the current year, prior to
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passage of Proposition 1.

The exact amount of funding available for new school construction and
deferred maintenance in the current year, however, is subject to change.
As noted earlier, legislation was pending before the Legislature at the time
this Analysis was written that appropriated to the General Fund any
unencumbered funds from the $100.0 million tidelands oil appropriation.
In addition, the State Allocation Board has requested that the Treasurer
sell $125.0 million of Proposition 1 bonds in the current year to fund school
construction needs. We will provide an update on current-year funding
for the program at the time of the budget hearings.

Effects of Funding Reduction. School districts will not experience any
adverse effects due to the $18.9 million reduction in the deferred mainte-
nance program during 1982-83 because the state funding actually pro-
vided for this purpose was predicated upon an estimate of the actual
amount of these funds which school districts could utilize. Under current
law, the maximum amount of state aid which can be fprovided to any
particular school district is limited to one-half percent of the general and
adult education funds budgeted for school district expenditures during a
particular year. In the current year, school districts budgeted approxi-
mately $13 billion of these funds, one-half percent of which would be $65
million, which is the maximum amount of deferred maintenance aid exist-
ing law allows the state to provide to districts during the current year.
Therefore, any funding provided for this purpose over this amount ($18.9
million) is not needed gec'ause it cannot be allocated to school districts.

The State Allocation Board was able to apportion $104.5 million for
school construction during the current fiscal year, and reserved approxi-
mately $10 million to fund preliminary and final plans for additional new
projects. To ration the planning funds, the State Allocation Board adopted
a policy of only funding plans for projects with 60 or more priority points,
and continueg a policy of only funding construction applications with 70
or more priority points.

Proposition 1 could provide $125.0 million of bond funds to finance these
construction projects in the current year, but it is uncertain at this time
whether the State Treasurer will sell these bonds. Specifically, the Treas-
urer has stated that he cannot sell any state general obligation bonds
(including Proposition 1 bonds) in the absence of a balanced state budget
containing a prudent reserve. '

198384 Budget. The budget proposes that the full amount of “excess”
repayments ($81.3 million) be provided to the State School Deferred
Maintenance program, to be used for school deferred maintenance in
1983-84. . '

The budget also proposes that no tidelands oil revenues be allocated for
school building aid in the budget year. In lieu of the $200.0 million in
tidelands oil allocations authorized by existing law, the budget proposes
that $200.0 million of Proposition 1 bond funds be made available for
school construction in the budget year.

"In summary, the budget proposes school capital outlay and deferred
maintenance funding of $281.3 million in 1983-84, which includes $200.0
million of proposed Proposition 1 bond sale funds and $81.3 million of
“excess repayments” funds for school deferred maintenance.
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b. Proposition One (November 1982)

The voters approved Proposition 1 on the November 1982 ballot. This
roposition authorizes the sale of $500.0 million of general obligation
Eonds, with the proceeds to be used for K-12 school capital outlay. Of the
total, up to $150.0 million can be used for reconstruction or modernization
of existing school facilities, leaving a minimum of $350.0 million available
for construction of new school facilities.

As previously mentioned, however, at the time this Ana]yszs was pre-
pared, it was uncertain when the State Treasurer will begin selling any of
these bonds. While the budget estimates that $125.0 mllhon an§ $200.0
million of these bonds will be sold in 1982-83 and 1983-84, respectively, to
fund school capital outlay, the Treasurer has announced that he cannot sell
any state general obligation bonds in the absence of a balanced state
budget containing a prudent reserve.

¢. The Need for School Capital Qutlay

As Table 50 indicates, the budget proposes that $225.0 million and $65.0
million of net new funding be used in the current year to fund new facilit
construction and deferred maintenance, respectively, and that $200.0 mlfl
lion and $81.3 million be made avallable or _the same purposes in the
budget year.

Table 50

Resource Allocation for School Facilities
(in thousands) :

Actval Estimated Proposéd :

1981-82 196283 1983-84
1. New Facilities o S ‘
Tidelands oil revenue—Ch 899/80 (AB 2973) ......c...ouns : ~ " $100,000 i R
Excess repayments—Ch 282/79 (AB 8) ......cccuuiui s $13990 . - S
Proposition 1 bond funds—Ch 410/82 (AB 3006) ....... — 125,000 .. $200,000
General Fund—Ch 288/80 (SB 1426) ...corvciisenrarrevinrrisins L 60800 - =
Subtotal : . C$T4T90.  $225,000 . $200,000
2. Deferred Maintenance - . S . : :
Excess repayments—Ch 282/79 (AB ) $51,645 $65,000 . -.$81,289
Total Fundmg ‘ $126,435 $290,000 $281,289

Table 51 shows the amount of school capital outlay need: that the De-
partment of General Services’ Office of Local Assistance (OLA) estimates
would remain unfunded at the end of 1983-84 if the budget is approved.
It also shows the aggregate amount of unfunded need that woulg remain
if the amount of school capital outlay funding authonzed by current law
is provided in the budget year.

Not included in the table is the amount which OLA estlmates is needed
to fund the rehabilitation of ex1st1n%) school facilities which, given the
questionable assumptions upon which it is based we do not con31der a
reliable number for budgetary purposes.

The table shows that the estimated total need for school construction
funds in the current year is approximately $618.7 million.. The budget
anticipates that approximately $311.5 million of that'amount wﬂl be pro- '
vided in the current year.
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: Table 51 :

Summary of School Facilities Need
(in thousands)

198082 : 1983-84

Unfunded,

_ Funds Availsble End-of Year
Estimated  Funds  Estimated - Current Governors Current  Governor’s
Need - Available ~ Need Law Budget Law™  Budget

1. Emergency class-

TOOINL o..evivevenescarsorsrarevass $8,500 $9,000 $6,300 $1,800 $1,800 $4,500 $4,500
2. Construction of new : '

facilities ... 485,287 237481 - 764,736 400,000 . 200,000 - 364,736 564,736
3. Rehabilitation of old S .

buildings......ummsmmunees — - - —
4. Deferred Mainte- o :

DANCE cerrenvsseresssreroneenes 124,900 65,000 185,053 81,289 81,289 103,764 103,764

Totals covvveesersiienns $618,687 $311,481 $956,080 $483,080 - $283,080 $473,000 $673,000

The need for funds is expected to increase to $956.1 million in the
budget year, with the budget calling for $283.1 million of that amount to
be }irovided.

The estimates reflected in Table 51 for new facility construction assumes
that all of the forecasted construction need will be submitted to the State
- Allocation Board for funding in either the current or budget year. Some
of these projects, however, may not be submitted for state aid until some-
time after 1983-84, and would therefore be considered for funding from
future resources appropriated for this purpose.

d. Proposition. One Clarification Needed

We recommend that the Legislature enact legislation to clarify the
provisions of Proposition 1 regarding local district matching funds and sale
of surplus school sites. We further recommend that the Department of
Finance identify prior to the budget hearings, the amount and funding
source for the 1983-84 debt service for the Proposition 1 bonds sold in the
cuirent fiscal year.

Proposition 1 which was approved by the voters at the November 1982
. election, authorizes $500.0 million in bond sales for school capital outlay—
at least $350.0 million of which can be used for new school construction,
and up to $150 million of which can be used for modernization or rehabili-
tation -of -existing school facilities. ‘

The approval of ProEosition 1 by the voters has raised several important
issues which need to be resolved by the Legislature. These issues are as
follows: (1) will districts be required to contribute an amount equal to 10
percent of a project’s cost? (2) what will be the funding source for the
1983-84 debt service for the Proposition 1 bonds proposed to be sold
during the current year? and (3) will districts be required to sell surplus
school sites prior to receiving state aid? : :

 Matching Funds and Surplus Sites. Under the State School Buildin
Lease-Purchase Program, districts with projects funded from tidelands o
revenues must (1) agree to contribute either 10 percent of a project’s cost
in the first year, or 1 dpercent of project costs per year for 10 years to the
State School Deferred Maintenance Fund and (2) must justify holding any
surplus school sites to the State Allocation Board prior to receiving state
school construction aid. v
Proposition 1, however, did not apply these provisions to projects fund-
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ed from Proposition 1 bond revenues. Therefore, the anomalous situation
exists in which some projects will be subject to the contribution and
surplus school site requirements, while others will be exempt from these
requirements—depending solely upon the funding source for the project,

Several benefits accrue to the state from applying the local match and
surplus site requirements that now apply to projects financed with tide-
lands oil funds. First, the 10 percent match helps to encourage the design
of cost effective projects by districts because they must contribute 10
percent of the cost of their projects, and therefore, must pay for part of
any unnecessary project design features. : _

Second, requiring districts to justify holding any unused surplus school
sites both promotes the maximum use of existing facilities and reduces
school construction costs to the state. This is because school districts must
either fully use existing facilities, or dispose of them and apply the pro-
ceeds to offset project cost. ‘

For these reasons, and because we find no analytical basis for exemptin
school construction projects from either the 10 percent match or schoo
sites requirements merely because they are funded from Proposition 1
bond funds, we recommend that legislation be enacted requiring projects
funded with these bond funds to be subject to both requirements.

Funding Source. The budget anticipates that $125.0 million of Proposi-
tion 1 bonds will be sold during the current year to provide funding for
school capital outlay. At the time this Analysis was written, it was not clear
that any of the bonds would be sold because of the freeze on bond sales
imposed by the State Treasurer. If, however, sales do occur, funds will
need to be appropriated during the budget year to fund the 1983-84 debt
service for these bonds. The budget does not identify either the amount
or the source of this funding. . «

This question needs to be resolved in the 1983 Budget Act because no
funds were proposed for appropriation to the State School Building Lease-
Purchase Fund that couldge used for debt service payments in the budget

ear. (The $200.0 million in Proposition 1 bond Emds proposed for the

udget year cannot legally be used for debt service purposes.) Conse-
quently, the Legislature will either have to (1) appropriate additional
money to the lease-purchase fund or (2) use deferrecf maintenance funds
or carryover lease-purchase fund balances (if any) to fund debt service
payments in the budget year for the $125.0 million worth of Proposition
1 bonds proposed to be sold during the current year. ‘

Therefore, we recommend that the Department of Finance identify
prior to the budget hearings, the amount and source of funds that may be
needed to pay the 1983-84 debt service on Proposition 1 bonds sold during
the current year. ,

e. Hardship Waivers

We recommend that the Legislature enact Iegislatioh amending the
Education Code to delete the requirement that the State Allocation Board
adopt a hardship waiver regulation because it is no loniger needed.

Existing law requires that local school districts provide a 10 percent
match for tidelanas oil funds received for school construction projects.
Alternatively, districts have the option of extending this payment by con-
tributing 1 percent of project cost each year for a period of 10 years to
the State School Deferred Maintenance Fund. Both of these requirements
may be waived by the State Allocation Board (SAB) in a case of hardship,
which the law requires the board to define. ‘ o :
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At the time this Analysis was prepared, the board had not adopted
re%ulation defining “hardship.” :

n July, the board adopted a policy which stated that “The board, in
considering the provision of Section 17761 (b). of the Education Code, has
concluded that Sxe 1 percent contribution each year for 10 years : . . is
prct?‘)er recognition of a hardship.” SAB staff was directed to file this policy
with the Office of Administrative Law, (OAL) as a proposed regulation.
OAL, however, rejected the policy because it was a restatement of the
current matching policy.

‘ Our analysis indicates that the average cost of the projects funded for

-construction in the current year was approximately $1.86 million. One
gert:ent of this amount is $10,860. The most expensive project funded

uring the current year cost approximately $10.4 million, 1 percent of
which would be $104,000.

As of June 30, 1981, the average ending balance in the General Fund of
local school districts was approximately $760,000. An additional average
ending fund balance of $381,000 was available to 360 school districts which
‘have building funds used to finance major capital outlay projects. Further-
more, 638 districts maintained special reserve funds (which is used to
accumulate funds for capital outlay purposes) which had an average end-
ing fund balance of $344,000.

In view of these balances and the amounts needed to pay 1 percent of
the cost of the average school construction project, we agree with the SAB
that allowing districts to pay 1 percent over 10 years is an adequate recog-
nition of a hardship situation. We therefore conclude that formal hardship
waivers are unnecessary, and recommend that the Education Code be
amended to delete the provision authorizing the granting of these waiv-
ers. '

f. Constitutional Amendment

We recommiend that the Legislature enact Iegislation to place a constitu-
tional amendment on the next general election ballot authorizing local
voters to assess special property tax rates to fund debt service for local
school contruction bonds. S

Proposition 13 effectively eliminated the ability of local school districts
to levy additional special property tax rates to pay off new bonds or loans,
and therefore, severely limited the districts’ access to funds needed for
school building construction. Consequently, school districts now rely upon
the State School Building Aid program to finance virtually all of their
capital outlay needs.

School districts frequently complain about various aspects of the State
School Building Aid program, including (1) the amount of paperwork
involved in filing an application, (2) the inadequacy of the building area

_entitlement, an% (3) the restrictiveness of the program. The current
method of financing school construction, however, is deficient in two
more important respects: ’

e It does not generate sufficient funding to meet district needs.

o It does not distribute the burden of paying for new school facilities in

an equitable manner. o

Current Mechanism Doesn’t Provide Sufficient Funding to Meet Dis-
tricts Needs. Because of other demands on limited state resources, the
state has not been able to allocate enough money for school construction
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and deferred maintenance to meet the needs of all districts. Consequent-
ly, the amount of unfunded school construction projects has remained at
a high level. As Table 51 shows, approximately $564.7 million of eligible
new school contruction projects are not expected to be funded by the end
of 1983-84. If the need for deferred maintenance and emergency class-
rooms is considered, this amount is. even higher—$673.0 million. Proposi-
tion 1 could provide an additional $175.0 million of bond funds to help
meet this need, but $498.0 million of unfunded capital outlay projects
would still remain. . ,

A major reason why the current method of financing school construc-
tion does not provide for the facility needs of all districts is that it is not
geared to the Efe of the facilities themselves. Currently, the state pays the
entire cost of school construction projects within approximately three

ears of their initiation. These facilities, however, often last 50 years. Such
ong-lived assets can and should be financed over their useful life. This
would ensure that those benefitting from these structures in the future

ay part of the cost of constructing them, rather than. allow the entire

urden to fall on current beneficiaries. . '

The inadequacy of present funding sources to provide for the school
construction neegs in the state points out the desirability of developing
additional funding sources for school construction.

Burden of Financing School Construction is Net Distributed Equita-
bly. The present method of financing school construction is inequitable
because it requires all citizens of California to pay for school facilities
which primarily benefit the residents of particular local school districts.
Often, this results in taxpayers paying twice for school facilities: first,
through their local property tax payments to pay off loans or bonds issued
prior to 1978 to finance their own school facilities, and second, through the
state budget to pay for facilities serving residents of other districts. In
many cases, the recipients of this subsidy are located in growing and
economically vigorous communities (hence the need for new facilities),
while the subsidy providers are located in statinant or declining communi-
ties. This does not seem to be consistent with the ability-to-pay doctrine
that forms the basis for much: of the state’s tax system.

For these reasons, we believe that a new revenue source needs to be
‘developed to finance school construction. Specifically, we believe that
local sg;]ool districts should be given the authority (subject to local voter
approval) to assess a special property tax in order to fund bonded debt
issued to finance school construction. This financing mechanism has the
following advantages: '

e It would make school construction financing available to those dis-
tricts who are unable to obtain State School Building Aid funds to

- meet existing needs.

o It would result in the residents of the school district who are the
primary beneficiaries of new school construction paying most of the
cost of these facilities.

¢ It would maintain voter control of borrowing and taxing decisions.
_ For these reasons, we recommend that the Legislature enact legislation

placing a constitutional amendment on the 1984 June ballot which would
authorize school districts, upon local voter approval, to assess a special
limited property tax rate to fund debt service for local school construction
bonds or state School Building Aid loans.

46—76610
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R Alternative Eligibility Standards

We recommend that the Legislature adopt supplemental language di-
recting the State Allocation Board (SAB) to require that each applicant
for state school constriction aid demonstrate that specified alternatives for
(1) mitigating the need for school construction and (2) financing school
construction, in a manner minimizing demands on limited state funds,
cannot be used. o .

We further recommend that the Departments of General Services and
Education compile and publish a handbook for distribution to school
districts detailing available alternative financing options for school con-
struction which also discusses strategies for implementing these options.

Existing law specifies that State School Building Aid funds may not be
provided to school districts that have an unjustified surplus school site,
unless the site is sold and the procéeds are used to offset part of the
project’s cost. It further requires districts to make maximum feasible use
of existing facilities before an apportionment can be received.

There are other alternatives, however, for meeting school facility needs
which currently are not recognized in existing law or regulation that, if
utiliged, could allow limited state funds to go further in meeting facility
needs. . :

Some of these alternatives include interdistrict agreements for the use
of underutilized school facilities, increasing the market value of surplus
school sites prior to sale through rézoning, and the use of developer fees
to finance the cost of some facilities. In addition, alternative financin.
options of the type discussed in the K-12 overview could be made avail-
able to districts through changes in existing law. Our analysis indicates that

" these options have not been utilized to the fullest extent possible by school

districts for two main reasons. ‘ ‘

o Inadequate Information. First, our field visits indicate that many
district officials are not knowledgeable about the various options available
under existing law to finance school construction. This situation could be
rectified if either the Department of Education or the Department of
General Services created a handbook detailing these options, which -also
discusses strategiés for implementing them.

o Inadequate Local Responsibility. The second and more serious
problem concerns the attitudes of local city, county, and district officials.
Many local officials consider the provision of sufficient financing for school
facilities to be solely a state responsibility. As long as the State School
Building Lease-Purchase program exists, this attitude is likely to persist.
Furthermore, district administrators often find it easier to apply to the
state for school construction funding than to attempt to fully utilize exist-
ing school facilities or alternative funding techniques. For example, ad-
ministrators are reluctant to increase utilization of existing school facilities
by using year-round school sessions, because of opposition from some

arents and teachers. The Los Angeles Unified School District ran into this
ind of opposition when it attempted to implement a year-round school
use plan as a means of reducing overcrowding in some of its schools,

School districts also find it difficult to use existing alternative funding
techniques because many of these techniques require the agreement of
other local agencies. For example, SB 201 fees which are used to finance
interim school facilities, cannot be assessed by school districts, but rather,
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must be -authorized by a city or county. : :

To assure that the options for alternative financing and increased use of
existing facilities are fully explored by districts before they apply for state
aid, existing eligibility standards under the school building aid program
should be changed so as to require the maximum possible use of these
options wherever feasible. Accordingly, we recommend that the Legisla-

"ture adopt supplemental language directing the State Allocation Board to
require that aﬁ’ applicants for state school construction aid demonstrate
that they have explored and utilized all feasible options for (1) mitigatin,

“the need for new construction, or (2) financing the cost of the propose
school construction project. . '

We further recomimend that the Departments of General Services and
Education be directed to compile and publish a handbook detailing op-
tions for funding school construction wlin'ch also discusses strategies for
implementing these options. This handbook should be distributed tolocal
school districts, so as to make them fully aware of the range of options
available for financing school construction, and for avoiding the need to
undertake construction by fully utilizing existing school facilities.

Specifically, we recommend the adoption of the following supplemental
language: ' v .

“The Department of General Services and the Department of Educa-

tion shall publish a handbook by December 1, 1983, detailing options

available to school districts for: (1) getting the maximum use out of
existing school facilities and (2) financing the cost of school construction
projects. These handbooks shall be distributed to applicants for State

School Building Aid for Phase 1 feasibility studies, along with the re-

quired SAB application forms.

" After December 1, 1983, the SAB shall require applicants for state aid
for Phase 1 feasibility studies, to demonstrate that the options in the
handbook cannot be used to either miti%ﬁlte the need for the proposed
projects, or to help finance the cost of the proposed projects; and the
SAB shall consider each district’s resSlonse to this requirement in deter-

" mining whether to apportion feasibility study funding for the project.”

- h. Conservation of Existing School Construction Funds :

‘We recommend that the Legislature enact legislation substituting
sliding scale for the required 10 percent school distriet match that now
applies to the cost of school construction projects, in order to strengthen
Incentives for reducing the cost of assisted projects. We further recom-
- mend that supplemental Ianguage be adopted directing the State Alloca-

tion Board to change the current method of paying for architectural
services, In order to conserve state school construction funds.

In order to receive State School Building Aid funds, school districts must
finance either 10 percent of a project’s cost in the first year, or remit 1
percernt of project cost each year for 10 years to the State School Deferred
Maintenance Fund. : .

‘Architects’ fees for designing school construction projects are based
upon a percentage of the construction cost, which dec]:l)ines as the cost of
the project in¢reases. For example, for a project costing $1.5 million, the
architect would receive 9 percent of the grst $500,000, 8.5 percent of the
next $500,000, and 8.0 percent for the third $500,000, for a total architec-

tural fee of $127,500. ' , :

While in theory the 10 percent local district match should provide some
incentive for districts to conserve limited state school building funds by
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encouraging them to seek the most cost-effective structures, our field
observations indicate that in practice this incentive is not sufficient to
‘accomplish this purpose. Furthermore, because an architect’s fees are
based on a percentage of project cost, there is an incentive for architects
to design buildings which utilize as much as possible of the construction
budget allowance. ‘ R
- Variable School District Match. Our analysis suggests that the amount
of state aid available for school construction could be made to “go farther”
if additional incentives were provided for districts to conserve these funds.
One way to do this would be to change the required district funding match
so that ti;e matching percentage increases as the project’s cost approaches
100 percent of the building aid allowance. For example, the district match
couﬁl be set so that it would be 5 percent when the project’s cost is 85
percent of the allowance, but 15 percent when the cost reaches 100 per-
cent of the allowance. This is illustrated in Table 52. ’

Table 52
School District Matching Costs
District District State State

"Project Cost Share Saw’ngs . Share Savings
‘A. Present System ...... $1,000,000 $100,000 (10%) . — $900,000 (90%) —

B. Alternative , .
Example #1............ 850,000 (85%) . 42,500 (5%) $57,500 807,500 (95%) $92,500
Example #2......c.. 1,000,000 (100%) 150,000 (15%) —50,000 850,000 (85%) 50,000

Assuming that the State Allocation Board cost allowance for a building is
$1,000,000, under the present system, the state’s:share would be $900,000 -
(90 percent), and the district’s share would-be $100,000 (10 percent). If
as a result of a variable match, the district, working with an architect, was
able to hold down the cost of the building to 85 percent of the allowance
(example #1 Table 52), the state share would be $807,500 (95 percent),
for a cost savings of $92,500, and the district share would be $42,500 (5
percent) for a district cost savings of $57,500. '

If, on the other hand, the architect’s desifn results in the building
costing 100 percent of the allowance (example 2, Table 52) -the district
would incur additional cost of $50,000 for building a less cost-effective
structure, while the state would realize savings of $50,000 that could be
used to fund other projects. : »

Architectural Fees. A second way to promote conservation of the
limited amount of state funds available for school construction is to pro-
vide an incentive to architects to design a more cost-effective building.
This could be done by basing the architect’s compensation, in part, upon
the amount of savings from State Allocation Board cost allowances that
their building designs achieve. For example, architects could be paid an
additional 2 percent over their normal marginal percentage fee for the
~amount of any cost savings that their project designs achieve. The addi-
tional fee would be paid out of the amount of savings the state realizes.

To illustrate this option, assume that a project’s cost allowance is $5
million. The regular architect’s fee for designing this project would be
$377,500. If, as a result of adopting this option, the architect designs a
project costing $4,500,000, the architect would receive his normal marginal
7 percent fee ($342,500) plus an additional 9 percent on the cost savings
amount of $500,000 ($45,000) for a total fee of $387,500. Thus, the architect
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would receive an additional $10,000 for the cost-effectiveness of his de-
signs, and state would realize a net cost savings of $405,000.

Both of these options would promote the conservation of limited state
funds, and thus enable the state to assist more districts to meet their school
facility needs. Accordingly, we recommend the enactment of legislation
to amend the school district matching requirement so as to place it on a
variable scale as discussed above. We also recommend the adoption of the
following supplemental language which would require the SAB to change
the current method of compensating architects:

“The State Allocation Board shall change the current method of paying
for architectural services under the State School Building Lease-Pur-
chase program, to provide additional compensation to architects whose
building designs ac%ieve savings from the cost allowance authorized for
that project under the program. This additional compensation shall be
paid from the savings amount realized by the state on the project result-
ing from the architect’s building design. The additional compensation
paid to the architect shall be equal to 2 percent in addition to the
applicable marginal percentage architectural fee, based on the savings
amount the building design achieves from the construction cost allow-
ance provided under the State School Building Lease-Purchase pro-
gram.

i. Nonuse Payments for Surplus School Sites

We recommend that the Legislature enact legislation to increase the
nonuse payment for surplus school sites charged to local school districts,
In order to return these sites to the property tax rolls.

In the Spring of 1981; the Department of General Services’ Office of
Local Assistance conducted a statewide survey of unused school sites. This
suryvey showed the existence of 682 unused sites comprising 9,072 acres.
The acquisition of some of these sites had been financed from State School
Building Aid loans, and all were exempt from local property taxes.

Under current law, unused school sites are subject to a nonuse payment
of 1 percent of the original purchase price adjusted by either: (1) a factor
reflecting the change in assessed value of all lands in the state from the
date of the site’s purchase to the current date or (2) other factors which
the State Allocation Board determines are more applicable to the site.
Nonuse payments were instituted so as to provide an incentive for school
districts to dispose of surplus sites, thereby placing them back onto the
property tax rolls.

In the case of unused sites originally financed with a State School Build-
ing Aid loan, the district must pay, in addition to the nonuse payment, the
principal and interest on the loan. When the site is sold, the district retains
the qu proceeds from the sale if the loan has been repaid; if the loan has
not been repaid, the district retains part of the proceeds, and uses some
of the proceeds to repay the outstanding balance of the loan.

Our analysis indicates that the current nonuse payment provisions are
not adequate to accomplish their intended purpose of encouraging the
disposition of surplus school sites. This is because the nonuse payment rate
is lower than comparable market lease rates. For example, in contrast to
the 1 percent nonuse rate established by statute, private lessors of residen-
tial sites generally are currently charging a lease rate of 4 percent of the
site’s fair market value for residential land. In addition to the earnings
from such a lease, the lessor profits from any appreciation in the value of
the underlying property. The Port Authority of San Diego, for example,




1436 / K-12 EDUCATION Item 6100

DEPARTMENT OF EDUCATION—Continued

charges 10 percent of the fair market value for its industrial land leases.
Our analysis also indicates that school districts can. derive substantial
profits from the appreciation in value of their surplus school sites, in spite
. of the 1 percent nonuse payment that they are required to make. For
- example, we found that 11 surplus school sites located in 11 different
counties have appreciated in value by an average of 9 percent per year
compounded annually. Assuming no unpaid loans remain on these proper-
ties, the difference between the 9 percent appreciation and the 1 percent
nonuse payment results in an annual 8 percent “profit” to the districts
from retaining the sites. Because the property is exempt from taxation,
however, the state also loses money, in that the General Fund must pay

- more to fund the district’s revenue limit than it otherwise would.

In sum, we conclude that the current one percent nonuse payment must
be increased if it is to serve its intended purpose of encouraging districts
to restore surplus sites to the property tax rolls. Specifically, we recom-
mend that legislation be enacted increasing the rate upon which the
nonuse payments are based to reflect the yearly increase in assessed valua-
tion in the county in which the property is located. This rate should be
calculated based upon the prior year’s “adjusted purchase price” of the
property, with the nonuse payment amount being reduced by any interest
paid on any outstanding State School Building Aid loans. For property
upon which a nonuse payment will be assessed for the first time, this
essentially freezes the “adjustment purchase price” of the property at its
current value in the year prior to the beginning of the nonuse payments.
For proierty currently subject to those payments, this freezes the “adjust-
ed purchase price” of the property at its value in the current year. The
state captures any future increase in the fair market value of the property
through the assessment of the nonuse payment.

For example, if (1) a school district owns a piece of property with an
“adjusted purchase price” of $1,000,000 in the year prior to the first assess-
ment of a nonuse payment, (2) no State School Building Aid loans are
outstanding against that property, and (3) the yearly increase in assessed
valuation in the county is 10 percent per year, the nonuse payment would
be 10 percent of $1,000,000, or $100,000 per year. The schoof)districts would
therefore no longer benefit from holding this property off the tax rolls
because the $100,000 yearly appreciation in the market value of the prop-
erty would be paid to the state as a nonuse payment.

j- Priority Points : )

We recommend that the Legislature adopt supplemental language di-
recting the State Allocation Board to establish the minimum number of
Dpriority points needed by construction applications before they can be
considered for funding in the budget year so as to assure that available
Ffunds are used to fund projects for which the greatest need exists.

Existing law authorizes the State Allocation Board (SAB) to establish
priorities for the funding of school construction projects, based upon the
criteria of maximum pupil benefit. It further authorizes the board to make
exceptions to these priorities when it determines that to do so will benefit
the pupils affected.

Regulations adopted by the SAB require the assi ent of priority
points when it is determined that the estimated need for school construc-
tion by all districts exceeds the available funds in any given fiscal year.
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These regulations also (1) require the consideration of projects in se-
quence according to the number of priority points credited to each ap-
plication, and (2) mandate that the SAB shall from time to time establish
the minimum number of priority points necessary to qualify an applica-
tion for funding consideration. o

Pursuant to the latter requirement, the SAB has continued the practice,
begun in 1981-82, of requiring 70 priority points before a project can be
approved for construction funding. It also has adopted a policy requiring
60 priority points before a project’s preliminary or final plans can be
funded. This was done because the board recognized that there would be
a shortage of state monies in 1982-83. o ’

At the July meeting of the board, $104.5 million was apportioned to fund
the construction phase of 60 projects, and $10.0 million was set aside to
fund preliminary and final plans for additional projects. Consequently,
there are no funds left to finance the construction phase of any projects
coming beforé the board during the remaining 11 months of the current
fiscal year.

Among the 60 projects funded for construction were two that had 67 and
77 priority points, respectively. In the next month (August), the board
received four applications for construction funding, two of which had 332
and 225 priority points, respectively. In October, seven additional applica-
tions were received, two of which had 396 and 311 priority points; respec-
tively. None of these applications were funded because of the action taken
in July. As a result, some projects have been funded merely because the
happened to be before the board in July, while other projects for whic
there is a much greater need and which are ready for construction have
not been funded because the projects were submitted to the board a few
months later. :

This illustrates-the need for better planning by the board to insure that
only projects for which there is the greatest need are funded from avail-
able gmds. E
Currently, the:SAB attempts to allocate funds based on known need,
rather than anticipated need in the months ahead. It is this approach that
results in projects with 77 priority points being funded while projects with
over 300 priority points are not. '

Our analysis indicates that available funds for school construction could
be allocated in a manner that is more responsive to existing law if the SAB
was required to adopt a priority point level, which given available funds,
would ensure that the highest priority known and anticipated projects are
funded in a given year. Consequently, we recommend that the followin
supplemental language be adopted directing the State Allocation Boar
to establish such a priority point level:

“The State Allocation Board shall adopt at their July 1983 meeting, a
minimum priority point level which applicants for State School Building
Aid for the construction phase of scgool construction projects must
equal or exceed before their application can be considered by the
Board. This priority point level shall be set at a level which matches (1)
the cost of projects which will qualify for state aid under the State School
Building Lease-Purchase law and are anticipated to be submitted for
construction funding during the entire 1983-84 fiscal year to (2) the
amount of funds available for funding the construction phase of school
construction projects during 1983-84, while still retaining an adequate
amount of funds for project planning.”
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k. Developer Fees

We recommend that the Legislature enact legislation authorizing dis-
tricts to assess SB 201 fees to finance the cost of permanent school con-
struction, so that more funds can be made available to meet the unmet
- -need for school facilities.

Some school districts currently are receiving developer impaction fees
under either the provisions of Ch 955/77 (SB 201) (Government Code
Section 65974), or based on the impaction mitigation provisions of the
California Environmental Quality Act (CEQA).

Under SB 201, a city or county may adopt an.ordinance to require
developers to dedicate land or pay fees to mitigate the impact of housing
developments. These fees must be used for the acquisition of temporary
elementary or secondary school facilities, which are used until permanent

“school facilities can be built. These fees typically range from several hun-

dred dollars to $3,000 per house. , e

Under CEQA, an environmental impact report. (EIR), is required on
any project that may have a significant effect on the environment. If the
EIR indicates a particular development will cause a negative impact on
service areas of the city or.county, the developer is obligated to remedy
the impact by either mitigating or avoiding the identified effects. The
CEQA is ambiguous as to whether its provisions apply to school districts.
Furthermore, since the passage of SB 2011 (Ch 1438/82), it is unclear
whether developer mitigation fees can continue to be collected by school
districts under CEQA.

In cases where a school district will be adversely impacted, an unofficial
agreement between the developer and the impacted school district typi-

“cally is reached to mitigate the effects. This agreement usually involves
the levying of a fee on each parcel of property within the development
and/or the dedication. of lancf) for school purposes. Fees are paid.directly
‘to the school district, and can be used to fund either interim or permanent
school facilities.
- The assessment of mitigation fees has been criticized by the building
industry because they add to the cost of housing. On the other hand, use
of these fees may be justified by the fact that new housing developments

" are often responsible for school overcrowding, and consequently, it makes

sense to have those who benefit from the construction of new facilities pay

part of the cost of these facilities.

- In the K-~12 overview, we discussed the inability of the state to provide
sufficient funds to meet the unmet need for K-12 school capital outlay.
New financing sources for school construction, therefore, wouﬁi be desira-

ble. One such source would involve greater use of developer’s fees. Cur-
rently, SB 201 fees can only be used for the procurement of interim school
facilities, and use of these facilities must be discontinued one year after
receipt of an apportionment from the State School Building Lease-Pur-
chase program. _ » ‘

Therefore, to increase the amount of revenue available for financing
school construction, we recommend the enactment of legislation authoriz-
ing the assessment of SB 201 fees to finance part or all of the cost of
permanent school facilities. .
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I. Department of Education—School Facilities Planning (ltem 6100-001-344)
We recommend approval, :

The budget includes $495,000 from the State School Building Lease-
Purchase Fund for support of the School Facilities Planning Unit in the
Department of Education. This is an $18,000, or 3.8 percent, increase over
estimated  1982-83 expenditures for this purpose.

This unit provides consulting services in the area of school facilities
planning to local school districts that lack the resources and expertise to
obtain these services locally. Among the types of assistance provided are:

o Planning of new school facilities.

o Planning for renovation of existing facilities.
+ Evaluation of existing facilities.

» Financial planning for school construction.

Our analysis indicates that the request is reasonable, and accordingly,
we recommend approval. ‘

fll. STATE OPERATIONS
A. DEPARTMENT OF EDUCATION (ltems 6100-001-001 and 6100-001-890)

1. Overview of 1983-84‘Proposed Budget

This section discusses the overall state operations (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 program itselfI.)

a. Expenditures. Table 53 shows state operations expenditures for the
SDE, special schools, and State Library in the prior, current, and budget
years. These expenditures. are proposed at $132.7 million in 1983-84, of
which $63.9 million is requesteg from the General Fund. The proposed
General Fund increases for the special schools and the State Library are
$1,534,000 (5.3 percent) and $387,000 (6.0 percent), respectively. These
increases will grow by the amount of any salary or staff benefit increase
approved for the budget year. . ,

The budget proposes a $2,296,000, 8.0 percent, decrease in General Fund
support for the department. This, however, makes no allowance for the
cost of any salary or staff benefit increase that may be approved in the
budget year. The Department of Finance estimates that each 1.0 percent
of sa%ary increase will require $518,000 in additional General Fund support
for the SDE and related agencies. ,

Table 53 shows that total Department of Education expenditures are
expected to decrease by $0.2 million, or 0.3 percent, while General Fund
expenditures by the department are proposed to decrease by $2.3 million,
or 8.0 percent. The most significant reasons for the difference between the
change in total expenditures and the change in General Fund expendi-
tures are Sl) anticipated increases in federal funds ($0.6 million) and (2)
a technical change in the way reimbursements to a Special Deposit Fund
($1.5 millioni) are displayed in the budget.
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Table 53
State Operations Funding
(in thousands)

Actual  FEstimated  Proposed Change
1981-82 1962-83 1983-84 . Amount - Percent

A. Department of Education Fund-

ing:
General Fund $31,807 ~ $28839° $26,543 —$2,296 —8.0%
Federal funds........o.oeveecsesssssnsnnnns 29,727 30,722 31,297 575 19
State School Building Lease-Pur- :
chase 401 477 495 18 38
Driver Training Penalty Assess-
ment 309 244 254 10 4.1
Environmental License Plate .... — —_ 101 101 100.0
Private Postsecondary Adminis-
tration 434 955 986 31 32
Student Tuition Recovery............ — 47 49 2 43
Special Deposit ........onmrrerrienns - — 1,528 1,528 100.0
Special Account for Capital Out- ' '
lay T2 51 — 51  —1000
State School — 114 — - —114 —100.0
Subtotals $62,700 $61,449 $61,253 —$214 —0.3%
B.. Special Schools Funding:
General Fund....c...esivenmnenns $28,389 $29,013 $30,547 $1,534 5.3%
Subtotals . $28380 - $29,013 $30,547 $1,534 5.3%
C. Division of Libraries Funding: : .
General Fund. ..c....ovcouemsnnensennens $6,676 $6,458° $6,845 $387 . 6.0%
~ Federal funds 851 1,010 1,039 29 29
Special Account for Capital Out-
lay — 805 — —805 —100.0
Subtotals ......uimsesnsrsserisnsonans $7,527 $8,273 $7,884 —$389 —4.7%
D. Surplus - Property Revolving
Fund $10,480 $25,200 $26,337 $1,137 4.5%
E. Local Assistance Adxmmstratlonb $248 $1,180 — —$1,180 —100.0%
F. Reimbursements ©.........ccocrccescuniee $8,670 $8256 $6,607 —$1,549 —18.8%
TOtals vvveeeeerrenresensrsmsansesssenens $118,014 $133,371 $132,728 —$643 —0.5%
General Fund. $66,872 $64,310° $63935. — 8375 —~06% -
Federal funds......o v 30,578 31,732 32,336 604 19
Other state funds® ... 20,564 37,329 - 36,457 ~872 -23

Amounts are those shown in the Governor’s Budget and do not reflect the 2 percent General Fund
reductions pursuant to the Executive Order D-1-83. These reductions equal $577,000 for the depart-
ment and $129,000 for.the State Library.

b The dectease in 1983-84 is due to'a change in budgeting. Local assistance administration will be appro-
priated in state operations and not transferred from local assistance as has been the practice in prior.
years.

°The decrease in reimbursements is due to a change in identity for specna.l deposit funds which will not
be classified as reimbursements in 1983-84. Special deposit funds will be continuously appropnated
under Government Code Section 16370.

YIncludes reimbursements, state school building lease-purchase, surplus property revolving, driver tra.m-
ing penalty assessment, environmental license plate, private postsecondary administration, student .
tuition recovery, special deposit, special account for capital outlay, state school, and local assistance
administration.

The General Fund increases for the special schools and the State Library
in the budget year are caused primarily by baseline adjustments—restora-
tion of the employer’s contribution to the PERS after a one-time reduction
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in the current year, and adjustments needed to compensate for the effects
of inflation on operating expenses and equipment purchases. The budget
shows an expenditure decrease for the State Library because the current-
year budget contains one-time funding for relocating the Sutro Library.

b. Significant General Fund Changes in 1983-84. Table 54 shows the
components of the $375,000 (0.6 percent) decrease in General Fund sup-
ported state operations for SDE and related agencies, between the cur-
rent and budget years.

Table 54
Proposed 1983-84 General Fund Budget Changes
State Operations
(in thousands)

1982-83 Base Budget. $64,310
A. Changes to maintain existing budget
1. Restore employee compensation $1,795
2. Merit salary increase 304
3. Price increases 861
4. Workload: changes ’ 664
Total, changes to maintain existing budget .......cmmmsnecssrvviseiiion _ $3,624
B. Program Change Proposals : _
1. Legal staff reduction —$140
2. State educational block grant. —3,859
Total, Program Change Proposals.. : —$3,999
Total Change: ' —-$375
Amount _
Percent.... . 0.6%
Total 1983-84 Support : " $63,935

The most significant changes shown in Table 54 are (1) the decrease
that is proposed in SDE state operations on account of the State Educa-
tional Block Grant (—$3,859,000), (2) increases for price adjustments
($861,000), and (3) increase to restore the employer’s PERS contribution
($1,795,000) . Later in this analysis, we discuss in more detail the decreases
associated with the proposed State Educational Block Grant.

Table 55
Department of Education
Personnel Years by Fund Source

Actual  Estimated Proposed Change
1981-82 1982-83 198384  Amount  Percent

Department of Education _ . ‘

General Fund 501.1 5420 464.3 =717 —14.3%
Federal funds .......cwivermmmsivmssasnrnnenen 4383 449.3 475 -18 —04
Other funds y 5182 568.4 568.5 1 -

Subtotals 1,457.6 1,559.7 1,480.3 -794 —51%
State Library .

General Fund 145.7 141.1 1386 -235 —18%

Federal funds.......occeennrnpmrssemsonssonnes 15.2 174 174 - -

Other funds 18.8 187 187 — —

Subtotals 179.7 1772 1747 -25 —14%
Special Schools
General Fund 992.4 1,015.4 1,015.4 - -
Other funds 57.4 651 63.9 ~1.2 —1.8%
Subtotals 1,049.8 1,080.5 1,079.3 -12 - —01%
Department Totals :

General Fund 1,639.2 1,698.5 1,618.3 —80.2 ~47%

Federal funds........co.umeermivsenseessmnsens 453.5 466.7 464.9 - ~18 ~-04
Other funds 594.4 652.2 6511 . -1l —0.2

Totals 2,687.1 28174 2,7343 —83.1 —2.9%
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Personnel. Table 55 shows the number of funded positions, by fund
source, in the Department of Education, the special schools, and the State
Library. The budget proposes an 83.1 (2.9 percent) decrease in the num-
ber of funded positions, of which 80.2 are now supported from the General
Fund. This amounts to a 4.7 percent reduction in General Fund-supported
positions. The primary reasons for these decreases are (1) the proposed
deletion of 71.4 positions to reflect reduced workload that would accompa-
ny the proposed block grant and (2) a decrease of 5.0 positions in the
department’s legal office. Both of these reductions are discussed later in
this Analysis.

e. Operating Expenses and Equipment (OFE). Table 56 presents the
line item display for operating expenses and equipment (OEE) for the
SDE and its related agencies.

Table 56
Operating Expenses and Equipment
(in thousands)

Actual FEstimated  Proposed Change
1981-82 1982-83 1983-54 Amount Percent

General EXPenses ... s $3,410 $2,952 $1,759 —$1,193 —40.4%
Printing 1,000 955 943 —12 =13
CommuniCations........c....reemreerereens 1,557 1,485 1,525 40 2.7
Postage 599 388 387 -1 =03
Travel-n-state .......civrvrnsreereeerionnie 2,937 2,714 2,698 —16 -0.6
Travel:out-0f-state ....ecrmmmerrsmmmssne 101 149 149 —_ —
Training 7 56 56 — —
Facilities operation ..o 3,964 4177 4,203 26 . 0.6
Utilities - L1s1 1,300 1,542 249 186
Consultant and Professional Serv- :

ices ., 10,190 11,044 10,899 ~145 —13
Departmental SErvices ... . 282 803 947 144 179
Consolidated data centers ... . 1,075 888 888 - —
Data Processing ........comeeerer . 1,185 766 767 1 0.1
Central administrative services .... 3,005 2,960 2,698 —262 -89
Equipment 3 1,678 837 —841 —50.1
Other Items of Expense......c.ccooonn. 2,799 2,943 3,145 202 6.9
Commodities COSES ....vurrmmrrvenernenns 3,996 18,038 18,775 737 41
Surplus Property Demonstration

Project 118 384 612 228 59.4
Unallocated reduction...........coneee " — - —1,702 —1,702 —_

Totals $37,757 $53,680 $51,128 —$2,552. —4.8%

As shown in Table 56, OEE expenses are proposed to decrease by $2.6
million, or 4.8 percent, in the budget year. The primary factors causing this
decrease are (1) a reduction in general expenses (—$1.2 million), (2) an
unallocated reduction associated with the proposed block grant (—$1.7
million), and (3) a reduction in equipment purchases (—$0.8 million).
These decreases are partially offset by (1) increases for surplus property
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commodity costs and demonstration projects ($1.0 million) and (2) in-
" creases for departmental services andp utilities ($0.4 million). = =
F. 1982-83 Department Expenditures. In the first six months of the
current year, the department’s General Fund expenditures exceeded the
amount budgeted by an amount that, on an annual basis, is equivalent to
approximately $1.6 million. Not only must the department bring its rate
of expenditures into line with budgeted resources, and offset the deficien-
cy remaining from the July-December period, it must also reduce General
Fund expenditures by $577,000 pursuant to Executive Order D-1-83,
which requires a 2 percent reduction in General Fund supported state
operations. ' o
The department has instituted a variety of actions to stay within author-
izleg General Fund resources during the current year. These actions in-
clude:

» Shifting General Fund personnel to work on federally-funded
projects. 7 ‘ :
o Reducing operating expenses and equipment costs, primarily in the
areas of consultant and professional services and in-state travel.
G. 1983-84 Governor’s Budget. As shown in Table 55, the budget pro-
Eoses a reduction of 77.7 General Fund person-years for the department
etween 1982-83 and 1983-84. These reductions reflect (1) normal work-
load and administrative adjustments (1.3 person-years and $23,000), (2) an
administration proposal to reduce legal staff in line agencies (5.0 person-
nel years and $140,000), and (3) implementation of the proposed State
Educational Block Grant (71.4 personnel years and $3,859,000).
Legal Office Reduction. . The budget proposes to delete 5.0 positions
(&3.0 professional and 2.0 clerical) and $140,000 (General Fund) from the
epartment’s legal office. This reflects the administration’s policy decision
ttc{):ﬁ centralize the provision of legal services in the Attorney General’s
office.

" In the current year, the SDE legal office includes 16.9 positions, of which -
10.0 positions are supported from the General Fund at a cost of $459,000
(excluding the cost of defending the department in pending litigation
stemming from the Serrano v. Priest decision). The budget proposes to
reduce 50 percent of the General Fund positions but only 30 percent of
the funds associated with these positions. This is because the budget pro-
poses to (1) reduce only the salary and some staff benefits associated with
the five positions, and (2) eliminate the lowest cost professional and cleri-
cal positions. The budget does not reduce all the staff benefits or any OEE
associated ‘with these positions. If funding for all staff benefits and OEE
associated with these positions is also reduced, additional General Fund
reductions would be possible.

The 10.0 General Fund-supported positions provide legal assistance to
“the SDE and the State Board of Education with regard to (1) allocation
of state aid -to school districts and (2) development of regulations for
implementing legislation. In addition to these duties, the legal office staff
also provide assistance to the Attorney General’s staff when there is litiga-
tion on state education programs. :
" To the extent that the proposed reduction would result in either (1)
lower. quality legal work for the department and board resulting in in-
creaseg litigation ‘and state costs or (2) less assistance to the Attorney
General’s staff resulting in loss of cases affecting state costs which other-
wise would have been won, the proposed savings could result in increased
General Fund costs for future budgets.
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We make no recommendation on the administration’s proposed reduc-
tion because we have no analytical basis for determining whether either
of the possible effects of the proposed reduction will occur, resulting in-
increased future General Fund costs. We suggest, however, that the SDE
be prepared to comment on whether the proposed reduction would lead
to increased costs for future budgets.

Block Grant Related Reductions

We withhold recommendation on the proposed reduction in state ad-
ministration ($3,859,000) related to the block grant proposal, pending re-
ceipt of adequate justification for this proposal, :

The budget proposes to reduce General Fund-supported state adminis-
tration for the nine local assistance programs proposed for consolidation
into the State Educational Block Grant. The budget also proposes to fold
funding for the administration of vocational education into the block
grant, although vocational education local assistance is not proposed for
inclusion in the block grant. The total reduction in state operations is 71.4
personnel-years and $3,859,000; which is a 13 percent reduction from cur-
rent-year levels. ' :

The budget, however, provides no information that would allow us to
analyze the proposed reduction. Specifically, it fails to identify (1) what
activities would no longer be performed and the positions now required
to perform those activities, (2) what activities would - still need to be
performed and the workload standards for those activities, or (3) whether
these are half- or full-year savings (the budget assurnes that savings in local
district administration of these programs are half-year.) In fact, the budget
states that this is an unallocated reduction, and the details will be devel- -
oped at a later date. Consequently, the Legislature currently has no infor-
mation that could be used to judge the practicality or effects of the
proposed reduction. : ’ : :

Pending receipt. of justification for the proposed state administration
funding level from the Departments. of Finance and Eduction, we with-
hold recommendation on the state block grant administration reduction.

Attorney Fees :

We recommend that (1) the attorney fees for defending the Superin-
tendent of Public Education in the Serrano case be separately identified
in the Department of Education’s appropriation, and (2) any expenditure
of these funds be subject to approval by the Director of Finance. ‘

" The Governor’s Budget contains $525,000 for defense attorney fees in -
the Serrano v. Priest case. : o ,

These funds might not be required in 1983-84 because the case current-
ly is in the trial phase, and is expected to be completed by late Spring or
early Summer of 1983. The case, however, could continue into 1983-84
because of unanticipatéd delays. Additionally, after the trial court ruling,

- the state or plaintiffs may decide to appeal the trial court decision, pro-
longing the need for additional funds. :

For these reasons, the amount of funds needed for Serrano defense
attorney fees in 1983-84 is unknown at this time. In order to ensure that
any unneeded funds are not reallocated to other purposes, we recommend
that the $525,000 requested for defending the superintendent be separate-
ly identified in the Department of Education’s appropriation, and that any
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expenditure of these funds be subject to approval by the Director of
Finance. .

State Publications Report. Pursuant to Ch 1632/82, state agencies are
required to include with their budget request (1) a report on legislatively
mandated publications which require 100 or more employee hours to
produce, and (2) recommendations as to whether any of these publica-
tions should be discontinued. Our office is required to review the report
and recommend in this Analysis whether any publication should be dis-
continued. :

The Department of Education did not submit with its budget request

the report required by Ch 1632/82. The department intends to submit the

report before budget hearings. We will be prepared to comment on the
department’s report at that time.

2. Office of Program Evaluation and Research (ltem 6100-001-001)

The Office of Program Evaluation and Research (OPER) is the depart-
ment’s centralized evaluation unit. Its main functions are, the administra-
tion of (1) the California Assessment Program, (2) various evaluations,
and. (3) the California High School Proficiency Examination. In the cur-
rent year, OPER has 64.5 authorized positions.

Table 57 shows OPER’s expenditures and funding.

Table 57

Expenditures and Funding for the Office
of Program Evaluation and Research
; {in thousands) -
Actual  Estimated Proposed Change
1981-82 196283 1983-8¢  Amount  Percent

State Operations: o
Special StUdies ... iiinnsienmeerasnnes $169 $143 $148 $5 3.5%

California Assessment Program.......... 2,062 1,430 1,463 3 2.3
California High School. Proficiency

Examination (CHSPE) ............... 750 557 566 9 1.6
Student proficiency ... 540 323 334 11 34
Other mandated evaluations .............. 1,547 1,828 1,876 48 26

) Subtotals $5,068 $4,281 $4,387 $106 2.5%
Local Assistance $193 $80 . $80 — —

Totals $5,261 $4,361 $4,467 $106 2.4%

General Fund. $2.454 81,399 81,454 $55 3.9%
Federal funds 2265 2405 2447 42 L7
Reimbursements 512 557 - —557 —-100.0
Special Deposit Fund..........ocoivsssesns —_ - 566 566 1000

a. California Hiéh School Proficiency Exam (CHSPE)

We recommend that, during budget hearings, the Departments of Fi-
nance and Education submit a plan on how they propose to fund the
CHSPE deficit.

Chapter 1265, Statutes of 1972, established an examination process
which provides students an opportunity to obtain a certificate of proficien-
cy before their formal graduation from high school. The examination is
administered by the department, and all test questions are developed by
OPER. The exam is given three times annually at approximately 100
centers statewide. Currently, a $20 fee—the maximum fee allowed by
law—is charged those taking the CHSPE in order to cover the cost of the
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exam, including the OPER staff costs. v

Our analysis indicates that the current $20 fee is not sufficient to cover
the costs to the state of administering the exam. Specifically, we find that
revenues are overestimated and the costs of the program are
underestimated. '

Revenues Overestimated. The Governor’s Budget estimates that the
department will receive fees of $566,000 in the budget year. Actual fee
revenues in 1981-82 and estimated fee revenues in 1982-83, however, are
$562,250 and $451,120, respectively. For revenues in the budget year to
reach the $566,000, therefore, they will have to increase by $115,000, or 25

- percent, over estimated 1982-83 revenues. We do not believe this is likely
to occur. :

Costs Underestimated. The budget fails to show the full costs of the
CHSPE program. Instead, the budget assumes that program costs in 1983-
84 will be equal to estimated fee revenues. This assumption, however, is
not valid. We estimate that the full program costs of 1983-84 will be at least
$730,000, or $164,000 higher than budgeted 1983-84 fee revenues. Our -
estimate is based on actual contract costs in 198283 ($615,940), and actual
state administrative cost in 1981-82 ($114,538). Neither ‘contract costs nor
state administration costs can be reduced significantly and still provide the
program at the legislatively established level, because the examination
must be given to any qualified person who requests it.

Consequently, we estimate that the budget contains a hidden deficit of
at least $164,000. The effect of this hidden deficit will be that the expendi-
ture plan approved by the Legislature will have to modified, without the
Legislature having an opportunity to specify what activities should be

‘reduced in order to generate the funds needed to cover the deficit.

For this reason, we recommend that, during budget hearings, the De-
partments of Finance and Education submit a plan on how they propose
to fund the CHSPE deficit. : o S

‘3. Curriculum Services

To assist school districts and other agencies in improving instruction, the
Curriculum Services Unit administers the following seven programs: (1)
physical education, (2) health education, (3) personal and career develop-
ment, (4) special curriculum programs, (5) traffic safety, (6) parenting,
and (7). comguter education. For 1983-84, the budget proposes $3.8 mil-
lion (all funds) for these programs, a reduction of $1.7 million, or 31
percent, from the 1982-83 level. '

This $1.1 million decrease consists of a General Fund reduction of $1.1
million and a reduction in federal funds of $0.6 million. The General Fund
reduction of $1.7 million reflects the budget’s proposal to include Educa-
tional Technology within the State Educational Block Grant. The federal
funds reduction of $635,000 results primarily from the inclusion of a feder-
ally-funded Career Education program within the federal block grant.

Environmental Education (ltems 6100-001-140 and 6100-181-140)

We recommend approval. : '

The Curriculum Services Unit administers the Environmental Educa-
tion program which provides approximately 30 grants annually to local
education agencies, other governimental agencies, and nonprofit organiza-
tions to establish interdisciplinary education programsrelated to the envi-
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ronment, energy, and conservation. The budget proposes to fund both
local assistance ($399,000 in Item 6100-181-140) and state operations ($101,-
000 in Item 6100-001-140) for this program from the Environmental Li-

cense Plate Fund—a total of $500,000. Qur analysis indicates that the
proposal is reasonable, and therefore we recommend approval.

Educational Technology (Item 6100-218-001) For 1983-84, the budget
proposes to fold the Educational Technology program into the State Edu-
cational Block Grant (Itern 6100-218-001). The block grant includes $232,-
000 in state operations and $870,000 in local assistance—the same amount
appropriated for Educational Technology in 1982-83. ‘ b v

As a categorical program, Educational Technology seeks to provide
instructional telecommunications services for schools. Through the State
Instructional Television Advisory Committee, grants are awarded for the
development of instructional television and radio programs. In addition,
the SDE approves the plans of local educational agencies for educational
technology programs. According to the SDE, in 1981-82, 310 school dis-
tricts conducted educational technology programs involving 1.7 million
pupils statewide. -

4. University and College Opportunities Program

The goal of the University and College Opportunities (UCQ) program
is to assist high schools in increasing the number of students from under-
represented groups that are eligib%e for university admission. The pro-
gram is administered by four positions within the State Department of
Education. The budget proposes $250,000 from the General Fund for UCO
in 1983-84, an increase of 3 percent from 1982-83. Services provided by
UCO program staff include (1) coordination of federally-funded innova-
tive projects, (2) a UCO “network” to encourage program replication and
information sharing, (3) liaison with the Mathematics, Engineering,
Science Achievement (MESA) program, (4) workshops to bring tosether
high school and university officials, (5) coordination with parent and com-
munity support groups, and (6) linking outstanding students with existing
scholarship and fellowship programs. : co

Role of Postsecondary Education Segments in K-12 Qutreach. In the
postsecondary education overview in this Analysis, we note that the three
postsecondary education segments are involved in outreach activities, in
which program staff work with underrepiresented minority students at-
tending secondary schools, in order to increase their enrollment in institu-
tions of postsecondary education. In the postsecondary overview, we
recommend that the Legislature adopt a policy sgecifying that certain
outreach programs are tﬁe sole responsibility of the K-12 segment. We
also recommend that the three postsecondary education segments, the
California Postsecondary Education Commission (CPEC), and the State
Department of Education develop a plan for making the transition to-the
proposed new policy. ' »

5. Private Postsecondary Education (ltem 6100-001-305)

The Office of Private Postsecondary Education (OPPE) within the
Department of Education, regulates private schools in the state, and is the
administrative arm of the Council for Private Postsecondary Educational
Institutions. OPPE receives its authority from the Private Postsecondary
Education Act of 1977 (Ch 1202/77), which requires OPPE to review and .
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approve most private postsecondary schools operating in the state. The'
OPPE also has a contract with the U.S. Veterans Administration, which
requires OPPE to make an annual visit to schools enrolling veterans.
The office also administers a Student Tuition Recovery Fund, which
reimburses students enrolled in private postsecendary schools for a por-
tion of their tuition payments when schools close before the students have
completed their instructional program..
~ OPPE is self-supporting, and derives its revenues from (1) federal reim-
bursements, (2) fees charged to private schools seeking state licensure,
and (3) charges assessed to the Student Tuition Recovery Fund for its
administration. Table 58 shows OPPE support for the past, current and
budget year. * ‘

Table 58
Office of Private Postsecondary Education Expenditures
: {doliars in thousands): :

Actual  Estimated Proposed Change - -
1981-82 1982-83 1983-84 - Amount Percent

State Operations $1590 - $2401 $2,468 $67 2.8%
Local Assistance 152 222 222 — —
Totals $1,742 $2,623 $2,690 $67. - 26%
General Fund........ $74 - - — —
Federal Trust Fund ....... 727 $1.399 $1,433 $34 24%
Student Tuition Recovery Fund. ......... rersermnanssss 159 269 271 2 7
Private Postsecondary Education Fund .. 434 955 986 31 32
Reimbursements 345 o — — —
Positions . evsrenn 338 354 354 - -

The budget requests $2,468,000- for OPPE’s state operations. in the
" budget year, including $986,000 from the Private Postsecondary Fund

(Item 6100-001-305) . This amount represents a -$67,000 (2.8 percent) in-
crease. from . current-year: -estimatecf expenditures of $2,401,000. The
budget also requests $222,000 from the Student Tuition Recovery Fund for
locaf assistance expenditures—an amount equal to estimated current-year
expenditures. A : v :

Firearms Training Schools. - In.our analysis of the budget request for
the Department of Consumer Affairs, we recommend that the responsibil-
ity for regulation of firearms training schools be transferred from the
Bureau of Collection and Investigative Services in the: Department of
Consumer Affairs to the Office of Private Postsecondary Education. This
recommendation will be heard by the fiscal subcommittees which consid-
er the Department of Consumer Affairs budget request. Any increased-
workload assigned by the Legislature to the OPPE as a result of this
recommendation would be funded from fees imposed on these schools in
accordance with current statutory authority granted to OPPE. According-
ly, nio action on this matter needs to be taken by the fiscal subcommittees
which consider the budget request of the Department of Education.

B. gTATE LIBRARY (ltems 6100-011-001, 6100-211-001, 6100-211-890, and
6100-011-870) : o ‘
1. Overview -

The State Library (1) maintains reference and research materials for
state government, (2) provides support to local public libraries, and (3)
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provides library services to the blind and physically handicapped in North-
ern California. ,

The state operations budget for the State Library supports the mainte-
nance of the various library collections (law, reference, Sutro, govern-
ment publications, etc.), the provision of consultant services to public
libraries, and the administration of the-California Library Services Act
(CLSA). The local assistance component consists of state and federal
grants to public libraries and library agencies, and support of local re-
source sharing through the creation and maintenance of a data base of
California public library materials. Table 59 shows the funding level for
the State Library in the prior, current, and budget years. The $220,000
reduction in total funding for statewide library support and development
shown in the table primarily reflects the elimination of one-time capital
outlay funding provided in 1982-83 to pay for the costs of moving the Sutro
Library to a new location in San Francisco.

Table 59
State Library Expenditures and Funding

Actual  Estimated Proposed CYmnge
1981-82 - 1962-83° - 1983-84° ~ Amount Percent

State Operations:

Reference for the Legislature........... $722 $717 $738. $21 2.9%
Statewide library support and devel-
opment 2,466 3,039 2,269 =710 ~253
Special clientele services ... 1,302 1,372 1,402 30 22
SUPPOTt SETVICES wovvorvcersivesmessiasiiassssseens 3,072 3,157 3,489 332 105
Subtotals $7,562 $8,285 $7,898 —$387 —47%
Local Assistance: : v
Statewide library support and devel-: . .
opment $10,116 $10,736 $10,901 $165 15%
Totals $17,678 $19,021 $19,799 —$220 ~11%
State Operations: . :
General Fund .......coreeeoccorersssivesnn 86677 26457 $6.846 $389 60%
Special Account for Capital Outlay.. — 805 - 805 -100.0
- Federal Funds......oveeeeensicerseersne 872 1010 1,039 29 29
Reimbursements 13 13 13 - -
Local Assistance: :
General FUunds ... $5,484 #5520 $5685 $165 29%
Federal Funds...........onscseossssssion 4632 5216 5216 — —

2 Does not include recent augmentation of Federal LSCA funds totaling $1.6 million.

a. Summary of Changes Table 60 displays the changes in the State
Library budget proposed for 1983-84. '

The budget proposes a $389,000 (6.0 percent) increase for state opera-
tions, primarily for the purpose of funding increases in employee compen-
sation, merit salary ad?ustments, and adjustments needed to offset the
effect of inflation on operating expenses and equipment. The budget also
reflects a $25,000 reduction to eliminate funding no longer needed for rent
in connection with the Sutro Library in San Francisco. For local assistance,
the budget proposes a 2.9 percent cost-of-living adjustment ($165,000) for
the California Library Services Act.
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Table 60

State lerary General Fund Budget Changes -
1983-84
{in thousands)

State Operations: '

Revised 1982-83 Budget $6,457
To Maintain Existing Budget
1. Price Letter $232
2. Employee Compensation ... 137
3. Merit Salary Adjustments 45
4. Sutro Library Rental =%
Total Change:
Amount $389
Percent 6%
Total State Operations, 1983-84 $6,846
Local Assistance:
Revised 1982-83 Budget $5,520
Cost-of-Living Allowance $165 :
Total Change: .
Amount $165 .
Percent 29%
Total Local Assistance; 1983-84 $5,685

b. State Library—State Operations (ltems 6100-011-001)
We recommend approval,

The budget requests an increase of $389,000, or 6 percent, in General
Fund support for the library state operations. Our review indicates that
this request is reasonable, and we recommend approval.

Table 61

California Library Services Aét
General Fund Expenditures by Component
(in thousands) -

Change

Actual . Estimated  Proposed :
' 1981-82 1982-83 198384  Amount Percent
State Operations: S
Board $51 $53 $54 $1 19%
Administration 61 78 82 4 5.1
Program 158 159 166 7 44
Subtotals $270 $290 $302 $12 41%
Local Assistance: o
System reference .. $1,387 $1,404 $1,446 $42 29%
Transactions—direct 10an ........civ.oiviveoressnins 3,006 1,700 1,751 51 30
Transactions—inter-library loan . — 896 923 27 3.0
Consolidations.and affiliations ...... 38 50 51 - 1 2.0
Statewide data base ........icmven.s: 87 487 502 15 3.0
- System communication and delivery... 939 948 976 28 29
System advisory boards ........commnniniiisiin. 27 35 36 1-- 28
Subtotals . $5,484 $5,520 $5, 8165 2.9%
Totals $5754 © $5810 $5987° - $ITT 30%

2Does not include a federal Libréry Services and Construction Act funds augmentation:
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2. Local Assistance—California Library Services Act (ltem 610-211-001)

General Fund support to public libraries and regional library coopera-
tive systems is provided under the California Library Services Act (CL.SA)
for the purposes of:

« encouraging the sharing of resources between libraries,

» encouraging libraries to serve the underserved, and .

« reimbursing libraries for providing services outside their Jurlsdlctlon

or beyond their normal clientele.

The Act is administered by the State Librarian, who serves as chief execu-
tive officer of the 13-member California L1brary Services Board. The
board was established under the CLSA to adopt rules, regulations, and
general policies for the implementation of the act. Programs for libraries
and library systems are funded by formula, transaction-based reimburse-
ments, or through service plan agreements.

Table 61 indicates CLSA funding by component.

a. State-Supported System Reference Services

We recommend that state funding for system reference centers be delet-
ed, for a General Fund savings of $1,446,000, because no state wide interest
appears to be served by these centers and reference services can be pro-
vided by local libraries and two federally-funded reference centers.
(Reduce Item 6100-211-001 by $1,446,000.)

One component of the CLSA provides state funding for 20 system refer-
ence centers which are part of regional library systems. As shown in Table
61, the Governor’s Budget requests $1,446,000 for these centers in 1983-84,
These funds are allocated to t %e systems using a formula recently adopted
by the California Library Services Board. The formula is based on the
number of member libraries in each system and the [iopulatlon served by
that system. These funds are used to supplement (1) locally-funded refer-
ence activities and (2) $745,000 in feder funds allocated in 1982-83 under
the Library Services and Construction Act to two major reference centers -
—the Southern California Answering Network (SCAN) and the Bay Area
Reterence Center (BARC).

In general, library reference services seek to provide answers to ques~
tions posed by library patrons. Typlcally, a patron poses a question over .
the telephone or at tﬁe libr This question is then handled in the
following manner: (1) the local{ -funded library staff attempts to answer.
the question—if it is unable to do so, it (2) forwards the guestion fo the -
state-funded reference centers, which usually are he at one of the
major libraries in the area—if the state funded reference center is unable
to ascertain the answer to the question, it is (3). forwarded to the federally
funded BARC or SCAN—usugll
question the need for state support of system reference centers for three
reasons:

1.. It is not apparent what statewide (as opposed tolocal) bemefit results -
from providing reference services at state expense

2. Given the availability of local and federal funds, for referenee SOTV=
ices, it is not clear why the state shouId use its limited sources to support
these servmes

3. Our analysis indicates that the use of state supported reference serv-
ices is inversely related to the priority that locallibraries give to reference: mee:
service. If reference service is & high local priority; loeal libraries will -

y the reference eenter of last resort. We .~
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usually not have to forward questions to the state-supported reference
centers for answers. If, however, local libraries choose to- allocate few
resources for reference service, the state will find itself in the position of
funding a service which has a relatively low priority to the local commu-
nity, while higher priority activities are being cut back.

We conclude that reference service can be provided locally, supple-
mented as necessary by the major resources otP the federally supported
BARC and SCAN systems. On this basis we recommend the elimination
of state-supported CLSA reference center services, for a General Fund
savings of $1,446,000.

One effect of our recommendation would be to necessitate that local
libraries be more discriminating in accepting questions for reference be-
cause they cannot simply be passed on to a state funded higher level. .
Currently there is no incentive for selectivity in researching answers to
reference questions and although many questions are reasonable, local
libraries may be allocating resources to search for answers to trivial ques-
tions or passing them on to the state-supported reference centers. Exam-
gles of questions which we consider to be trivial and that should probably

e declined by librarians include: (1) was a 1957 Dodge Custom' Royal
convertible available in pink? (2) What are the lyrics to various songs? (3)
how to bleach pine cones, and (4) how to build a chicken feather plucker.

b. Transaction Based‘Reimbursemenis

In an effort to encourage the sharing of resources between library juris-
dictions, the CLSA includes a component to provide two types of reim-
bursement to libraries which lend materials to individuals resiging beyond
their jurisdiction:

o for inter-library loan (ILL), the lending library currently receives a
partial reimbursement of $2.71 for the handling cost of each item sent
to other jurisdictions. In addition to the reimbursement, the items to
be lent often are delivered to the requesting library via a CLSA-
funded system of trucks and vans or through the U.S. mail. According
to the librarians we interviewed during our field visits, the ILL reim-
bursement only partially offsets the actual cost of making their
materials available to other libraries. The borrowing library that initi-
ates the request receives no reimbursement. . :

o for direct loan (DL), a lending library receives 48 cents for the net
number of items that patrons from outside the lending library’s juris-
diction borrow by actually appearing at the lending Iibrary—rather
than requesting that an item be delivered to their own library
through ILL. : :

Asindicated by Table 61, the budget proposes $923,000 from the General
Fund to support ILL and $1,751,000 from the General Fund to support DL,
or a total of $2,674,000 for transaction-based reimbursements. This is '3
percent more than estimated expenditures for this purpose in 1982-83.
These amounts do not reflect an increase in federal Library Services and
Construction Act funds for 1982-83. The State Librarian has recently
proposed to allocate these funds to supplement 1982-83 General Fund
support for transaction-based reimbursements because the number of
transactions has exceeded the amount of state funds budgeted for reim-
bursements. ‘ ‘

ILIL and DL Shortfall Problem. There are no limitations on the num-
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ber of reimbursable transactions which are conducted each year. In 1981-
82 and 1982-83, the amount of reimbursements claimed for both types of
tfnansicti?fr;ﬂaased costs exceeded the funds budgeted. Chart 6 illustrates-
this shor . »

Chart 6

CLSA Transaction-Based Reimbursements
Transaction-Based Reimbursements (TBR) Funding
Shortfall (in thousands) =

Amount
$4,000- Budgeted
3,500 I::]
" Claims for
3,000 TBR
D
O 2500
L 1
L 2,000
A
R 1,500
S
1,000
500
0 .
1979-80 1980-81 1981-82 198283 1983-84
e (est.) (est.)
Years

The 1981-82 shortfall of $415,000 was funded through a redirection of
existing CLSA funds. As indicated earlier, the State Librarian has
proposed to fund the 1982-83 estimated shortfall of $729,000 with the
additional federal Library Services and Construction Act (LSCA) funds.

As indicated by Chart 6, the State Library estimates that the funding
shortfall for reimbursing transaction-based claims will be even greater in
1983-84. In view of this, we suggest that a change in ILL policy is needed.

Change Needed in Reimbursement Policy for Inter-Library Loan (ILL) _

We recommend that the Legislature adopt Budget Bill language direct-
Ing the State Librarian to require that libraries participating in the CLSA
charge patrons a $1 processing fee for each inter-library loan requested
under. the CLSA, so that library patrons will have reason to be more
selective in requesting this service, thereby reducing the amount needed
for CLSA reimbursements.

The majority of CLSA liabraries charge no fee (other than the cost of
a. postcard for patron notification) to their patrons who request that:
material be borrowed from another library jurisdiction and delivered to
that patrons’ library. Libraries which initiate an ILL request do not re-
ceive a CLSA reimbursement. Furthermore, the lending libraries are
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prohibited from charging a fee to the borrowing library because the lend-
ing library receives the $2.71 reimbursement.

Because ILL is a “free good” at most libraries, patrons have no incentive
to be selective in making their requests that items be sent from other
jurisdictions. During our field visits, some librarics indicated that patrons
occassionally take advantage of ILL privileges. One example of this is the
failure of patrons to pick up materials they have requested. (The free good
problem does not apply to DL transactions because to obtain the request-
ed material, the patron has to appear personally at the lending library
resulting in some transportation or personal cost to the patron, thus dis-
couraging frivolous or unnecessary requests.)

‘Some libraries have, at their own initiative, begun charging a nominal
fee to their patrons initiating requests for ILL. Each of these libraries that
we contacted reported a refuction in ILL requests immediately following
the imposition of fees.

If all CLSA member libraries charged a nominal fee of $1 for initiating
ILL transactions, our analysis indicates the results would be as follows:

¢ Libraries initiating the ILL request would recover a portion of their
costs associated with ILL requests.

o Frivolous or unnecessary ILL requests would be discouraged, while
necessary requests continue to %e made without the patron ex-
periencing a major financial burden.

« By discouraging low priority requests, the fee would result in cost
savings to both local agencies and the state.

For these reasons, we recommend that the Legislature adopt the follow-

ing Bud%et Bill language directing the State Librarian to require that all
CLSA libraries charge a minimum fee for inter-library loans.

“In order to receive California Library Services Act reimbursement for
inter-library loan transactions, participating libraries must certify to the
State Librarian that they are cI;larging a minimum fee of $1 to library
patrons for each such transaction requested.”

Recommend Federal Fund Offset for CLSA

We recommend that $900,000 of increased federal Library Services and
Construction Act funds be used to replace state support for California
Library Services Act (CLSA) local assistance so as to increase the Legisia-
ture’s fiscal flexibility, for a General Fund savings of $900,000. (Reduce
Itemn 6100-211-001 by $900,000).

California has received an increase in its current-year federal Library
Services and Construction Act (LSCA) grant. The increase provided $1,-
600,000 of new funds, in addition to the LSCA base grant of $6,255,000.

Through the Section 28 process, the State Librarian has proposed to use
the additional funds to supplement state funding for the Transaction-
Based Reimbursement (TBR) component of the California Library Serv-
ices Act (CLSA). According to the State Librarian, approximately $700,000
of the increased federal LSCA grant would be used to fund the current-
year CLSA-TBR shortfall. The Department of Finance indicates that re-
maining LSCA funds ($900,000) would be carried over to 1983-84 to fund
an anticipated TBR shortfall in the budget year: |
" The proposed use of these unanticipated funds would result in a major
expansion of the TBR program—a 30 percent funding increase over two
years. The State Library has provided no justification for using the funds
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in this manner other than citing the fact that the number of interlibrary
" loan (ILL) and direct loan (DL) requests has increased.

We concur in the proposed use of $700,000 in federal L.SCA monies to
fund the 1982-83 TBR shortfall. Local libraries have participated in, and
incurred costs for ILL and DL with the understanding that they would be
reimbursed. Hence, it makes sense to use these funds for this purpose.

With regard to the other $900,000, we conclude that these funds can be
used in a better way than that anticipated by the Department of Finance.
Imposing a nominal charge for interlibrary loans, as we recommend,
should reduce the need to supplement funds already budgeted for reim-
bursement of ILL and DL costs. Consequently, the additional funds could
be used to partially reduce General Fund support for CLSA, making
another $900,000 available to the Legislature for funding its priorities in
the budget year. Accordingly, we recommend that $900,000 of additional
'LSCA funds be used to replace an equal amount of General Fund support
proposed for CLSA, for a corresponding savings to the General Fund.

State-Funded Local Advisory Boards Unnecessary :

We recommend that state funding for System Advisory Boards be elimi-
nated because libraries and library systems receive sufficient public advice
from other sources, for a General Fund savings of $36,000. (Reduce Item
6100-211-001 by $36,000.)

Each library system is run by an administrative council composed of the
librarians from each library in the system. The California Library Services
Act requires that each library system establish a system advisory board

(SAB) whose members are representative of the public-at-large. The pur-
pose of the SABs is to assist and advise system administrative councils in
developing and implementing a plan for system services. The budget
roposes $36,000 for SABs in 1983-84. These funds would be used primarily
or travel, printing and other costs associated with SAB meetings. In 1982--
83, there are 15 SABs advising a similar number of councils statewide.

Our analysis indicates that in addition to SABs, there is an abundance
of nonstate funded public input utilized in library decision-making and
evaluation. Specifically:

o Librarians who sit on the administrative councils usually report to a
publicly-elected cig or county council or library commission, and also
interact with local citizens and library support groups such as
“Friends of the Library”.

o Many cities and counties have official library advisory boards.

¢ The librarians who adminsiter the various systems also receive exten-
sive input from the public on an informal basis.

s Public participation in library decision-making statewide is accom-
plished formally through the California Library Services Board, com-
posed of representatives of the public-at-large, underserved groups,
and librarians. Informal participation is accomplished through organi-
zations such as the Calilf)ornia Library Association.

Because there appears to be adequate opportunity for the public to

provide input to those responsible for administering libraries, we conclude
that elimination of state funding for SABs would have little effect. Accord-

ingly, we recommend the elimnination of state funding for local SABs, for
a General Fund savings of $36,000.
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¢. Unfunded Legisiation—Chapter 1498,, Statutes of 1982 (SB 358).

'Chapter 1498, Statutes of 1982 (SB 358) created the Public Library Fund
to increase the amount of state funds provided to public libraries. Prior to
Ch 1498/82, the 168 public libraries under local jurisdictions were support-
ed primarily from local funding sources. This chapter authorized an :appro-
priation of state funds to supplement, by up to 10 percent of a “foundation
program” level, the local funding of each library. A foundation program
is defined as activities of a library related to its role as a provider of
information, education, and cultural enrichment to the community.

Chapter 1498 appropriated $23 million from the General Fund to the
'Public Library Fund in 1982-83. Because the provisions of the act relating
to the Public Library Fund become operative after the end of 198283,
however, the act did not result in an appropriation being made for 1982—
83, The act also stipulated that the annual appropriation to the Public
Library Fund in 1983-84 and thereafter shall be increased by a percentage
equal to the prior-year average statewide percentage increase in the total
revenue limit for all unified school districts. Based on this formula, the
budget estimates that an ap(fropriation of $25.5 million would be needed
for the Public Library Fund in 1983-84. S

The budget contains no funds for the program established by Chapter
1498 in 1983-84. Instead, because the act established a continuing statutory
appropriation, the budget (Item 6100-495) includes language to revert the
‘funds that otherwise would have been appropriated.

We have no analytical basis for determining how much, if any, funding
should be provided for Ch 1498/82 in 1983-84. This is a policy issue for the
Legislature to resolve in the context of its priorities and the amounts
available for funding these priorities. We note that:

o If the Legislature decides to appropriate funds for Ch 1498/82 in the
amount called for by the act, it would represent a major augmentation
(450 percent) of state support for local libraries.

o If funds are not appropriated for Ch 1498/82, it would not result in a
funding reduction for local libraries because libraries will continue to
receive local revenues, state support through the CLSA, and federal
support through the LSCA.

3. Library Services and Construction Act (ltems 6100-211-890 and 6100-011-

890) , .

We recommend approval. .

The federal Library Services and Construction Act (LSCA) has as its
goals (1) extending library services to underserved areas, (2) improving
library accessibility for disadvantaged individuals, 33) strengthening ma-
jor metropolitan libraries and the State Library, and (4) promoting inter-
library cooperation. Funds are provided to the State Librarian who allo-
cates them among library agencies within the state.

Each fall, the State Librarian initiates a grant application process where-
by library agencies may seek funds for new services or the extension of
currently funded services. In 1982-83, the State Librarian, with the advice
of the California State Advisory Council on Libraries, awarded 26 grants
to aﬁ)plicants. ‘

The budget anticipates that the state will receive $5,216,000 in federal
funds for local assistance through the LSCA—the same amount received
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in 1982-83. The budget also anticipates receiving $1,039,000 in LSCA funds
for sltate operations—an inc¢rease of 3 percent (29,000) above the 1982-83
evel.

As indicated earlier, the Governor’s Budget does not include an addi-
tional $1,600,000 in federal L.CSA funds recently allocated to California. Of
- these funds, $700,000 has been allocated to meet the 1982-83 shortfall in -
CLSA transaction based reimmbursements. In our analysis of the re?uest for
the CLSA, we recommend that the remaining $900,000 of LSCA funds be -
used to replace state support for CLSA in 1983-84.

We recommend approval of this item in order to make the federal funds
available for allocation by the State Librarian.

C. K-12 Technical Issues '

In this section, we present issues which are technical in nature. These
issues relate either to errors in calculating funding requirements for vari-
ous programs, or the format of the budget. Specifically, our analysis has
identified the following technical issues: :

o Funding for the state special schools is overbudgeted.
. ThedGéeneral Fund match for federal career education funds is not
needed. v

o One-time data processing costs have not been deleted.

« Expenditure authority for textbook reimbursements is not provided.

o The Surplus Property Revolving Fund is not displayed accurately.

e The budget format for local assistance does not contain sufficient

information. :

1. Technical Issue—State Special Schools Overbudgeted

We recommend that $354,450 be reduced from the appropriation for the
state special schools because the schools historically have failed to spend
in excess of 1 percent of their General Fund appropriation. (Reduce Item
6100-006-001 by $354,450.)

For 1983-84, the budget proposes an appropriation of $35,445,000 for the
state special schools. Our analysis indicates that since 1977-78, the state
special schools have failed to spend at least 1 percent of their General
Fund appropriation. Between 1977-78 and 1981-82, the unexpended bal-
ance ranged from 1.1 percent to 4.0 percent of the appropriation, and
averaged 2.0 percent. For example, in 1981-82, $621,000 remained from an
appropriation of $34,354,000, excluding allocations for employee compen-
sation. This was equal to 1.8 percent of the appropriation. A 1 percent
reduction in the amount budgeted for the special schools in this item
($354,450) would prevent funds needed for other purposes from being -
unnecessarily tied up in the budget. Accordingly, we recommend that the

special schools appropriation be reduced by 1 percent ($354,450) to elimi-

‘nate overbudgeting. :

We recognize, however, that prudent fiscal management will leave .
some funds unexpended. Consequently, we recommend that the appro- -
priation be reduced by one percent, rather than two percent, the average
unexpended balance since 1977-78. :

2, Technical issue—Matching Funds for Terminated Program Not Needed

We recommend that the state matching funds requested for the federal
Career Education Incentive Act state operations be eliminated because
the program no longer exists, for a General Fund savings of $78,000.
(Reduce Item 6100-001-001 by $75,000.)
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The budget requests $78,000 from the General Fund for career educa-

" tion state operations. According to the budget, these funds would be used

to match an equal amount of state operations federal funds under the
‘Career Education Incentive program.

Chapter 11 of the federal Education Consolidation and Improvement
Act of 1981 includes career education as one of the programs replaced by
the federal education block grant. The act eliminates the Career Educa-
tion Incentive program as a separate program, and eliminates the require-
ment that the state match federal funds available for state operations costs.

Accordingly, we recommend the deletion of funds requested for the
state operations 50 percent match, for a General Fund savings of $78,000.

3. Technical Issue—Data Processing

We recommend that the amount budgeted for data processing for the
instructional materials unit be reduced by $35,000 to eliminate overbudg-
eting, for a General Fund savings of $35,000. (Reduce Item 6100-001-001
by $35,000.)

The department’s instructional materials unit uses data processing for
the textbook ordering and review processes. The budget proposes $242,644
from the General Fund for this purpose, the same amount as estimated
expenditures in the current year. The current year, however, includes
$35,000 in nonrecurring expenditures, due to the developmental costs
incurred in connection with a new accounting system.

Our analysis indicates that no increase to the baseline expenditures. will
be needed for data processing in 1983-84. Consequently, we recommend
areduction of $35,000 to bring the budget into line with projected expend-
itures, and eliminate overbudgeting. '

4. Technical Issue—Instructional Materials

We recommend that the Legislature adopt Budget Bill language to
permit expenditure of funds recovered from publishers due to breach of
contract.

Since 1981-82, the state has funded three positions in the department
to process claims against publishers for breach of contract, due to excessive
textbook charges to school districts. As of May 1982, this claims process had
recovered $460,000, which has been deposited in the Instructional Materi-
als Fund. The department, however, is unable to allocate these funds to
the school districts that were overcharged because there is no statutory
authority to do so. In order to resolve this technical problem and allow the
funds to be returned to the districts, we recommend that the following
Budget Bill language be adopted:

“Provided that the Superintendent of Public Instruction may allocate to

school districts funds recovered from publishers and deposited in the

Instructional Materials Fund, as a result of proceedings in the state

recovery project.”

5. Technical Issue—Surplus Property Revolving Fund Condition

We recommend that the Department of Finance submit prior to budget
hearings, a more accurate fund condition statement for the Surplus Prop-
erty Revolving Fund for the current and budget years and that the Legisla-
ture adopt supplemental language directing the Department of Finance
to include in the budgets for future years, a complete fund condition




Item 6100 _ K-12 EDUCATION / 1459

statemént for this fund. ' ’ :

The 1983-84 budget display for the Department of Education does not
reflect either a realistic estimate of the revenues and expenditures, nor a
realistic estimate of the fund balance, for the Surplus Property Revolving
Fund. Specifically, for both the current and budget years, the fund condi-
tion statement shows a zero -ending balance. -

The Department of Education states that the United States Department
of Agriculture requires OSP to maintain a cash reserve equal to six months
of operating revenues for the surplus commodities program. According to
the department, the OSP is in compliance with this requirement and will
end the current fiscal year with a cash reserve in the Surplus Property
Revolving Fund. This is contrary to what the budget indicates. Further-
more, the Governor’s Budget for 1982-83 estimated a zero ending fund
balarice in the Surplus Propertﬁ Revolving Fund as of June 30, 1982, while
the State Controller indicates that this fund, in fact, had an ending balance
of $9.9 million as of that date. :

Because the 1983-84 budget again reflects no ending fund balance in
either the current and budget years, we conclude that the fund balance
amount is once again understated; making the fund condition statement
of little use to the Legislature for oversight purposes. Accordingly, we
recommend that the Department of Finance submit, prior to budget
hearings, a more accurate fund condition statement for the current and
budget years and that the Legislature adopt the following. supplemental
language directing the Department of Finance to include in the budget
for future years the complete fund condition statement.

“The Department of Finance shall include in all future year budgets, a

complete and accurate fund condition statement for the Surplus Proper-

ti); Revolving Fund, which includes a realistic and accurate estimate of
the revenues, expenditures, and fund balances for that fund.”

6. Technical Issue—Budget Format

We recommend that the Legislature adopt supplemental language di-
recting the Department of Finance to provide the same level of detail in
the 1954-85 Governor’s Budget for the Department of Education’s Sum-
mary by Object for Local Assistance as was provided in prior budgets.

Prior to the 1983-84 budget, the annual Governor’s Budget included
program detail for the Department of Education’s Summary by Object for
Local Assistance. The 1983-84 budget contains four lines for this summary.
The information that is no longer included in the budget summary cannot
be derived through CFIS or from the other data in the budget. Conse-
quently, information, such as the administrative costs for specific pro-
%;-;ms, is no longer available to the Legislature in performing its oversight

ction. »

We believe that this information is needed for legislative review of the
administrative costs of specific local assistance programs. Consequently,
we recommend that the Legislature adopt the following supplemental
language directing the Department of Finance to provide the same level
of detail in the summary as was provided in prior budgets:

“For the 1984-85 Governor’s Budget and for all future budgets, the
. Department of Finance shall include a Summary by Object for Local

Assistance for the Department of Education. This summary shall be at’

the same level of detail as Table 24 in the 1982-83 Governor’s Budget

for the Department of Education.” : '
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Item 6100-490 from the General - _
Fund : o » " Budgetp.E 1

ANALYSIS AND RECOMMENDATIONS

We recommend approval of the proposed reappropriation for child care
capital outlay. We withhold recommendation, however, on the proposed
reappropriation for the evaluation of the Demonstration Programs in
Reading and Mathematics and the proposed reappropriation for the
evaluation of the Gifted and Talented program, pending receipt of addi-
tional information.

The bu;lfet proposes the reappropriation on July 1, 1983, of the unex-
pended balances of the following three items:

o Capital outlay for child care facilities—the unexpended balance of Ch
798 é 80, Section 23.4, as reappropriated by the Budget Acts of 1981 and
1982. . ‘

o Performance evaluations for Demonstration Programs in Reading
and Mathematics—the unexpended balance of Item 6100-146-001,
Budget Act of 1982.

. Inde%endent evaluation of the Gifted and Talented program—the
undisbursed balance of Item 352 (c), Budget Act of 1980, as reappro-
priated by the Budget Acts of 1981 and 1982.

A. Capital Outlay for Child Care Facilities

Chapter 798, Statutes of 1980 (SB 863), appropriated $4 million for child
care capital outlay projects. Sﬁ;acifically, $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. Of the $1.7
million, $500,000 was reverted to the General Fund in the 1982 Budget Act.
The remaining $1.2 million in funds are currently being expended for the
purposes intended in the statute, and reappropriation is necessary to com-
plete thﬁ construction of portable facilities. Consequently, we recommend
approval. . :

B. Performance Evaluations for Demonstration Programs in Reading and
Mathematics S
Demonstration Programs in Reading and Mathematics were established

to provide cost effective exemplary programs in grades 7, 8, and 9 using

- intensive instruction. The enabling legislation specifies that the programs
are to (1) develop new approaches to the teaching of reading and math-
ematics, (2) provide information about the successful aspects of the
projects, and (3) encourage project replication in other schools.

" Nolater than January 30, 1984, the Superintendent of Public Instruction
is requiired to submit a report to the Legislature on the implementation
and evaluation of the exemplary programs in existence during 1982, which
were funded from Item 6100-146-001 of the 1982 Budget Act. Demonstra-
tion Programs in Reading and Mathematics, however, have been
proposed for inclusion in the State Educational Block Grant. At the time
this Analysis was written it was not clear how the block grant would be
implemented. -
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We have previously recommended that the Department of Education
report g April 1, 1983, its plans regarding the implementation of the
proposed block grant As part of that report, the department should indi-
cate how it will use the funds that would be reappropriated by this item
for the aforementioned pérformance evaluation. Depending on the con-
tents: oi;1 the department’s report these evaluations may no longer be
require

Accordingly, we withhold recommendation on thls item, pendmg re-

~ceipt of more information.

C. Evaluation of the Gifted and Talented Program

‘The Gifted and Talented Education (GATE) program was established
to supersede the Mentally Gifted Minor program, and provides funding
for educational enrichment activities for lggh achieving and talented stu-
dents. The legislation which established this tErogram requires a four-year
independent evaluation of the program, with a report to the Legislature
due on January 5, 1984.

The GATE, however has also been proposed for inclusion in the State
Educational Block Grant. For the samé reasons given above, we withhold
recommendation on this reappropnatron

DEPARTMENT OF EDUCATION—REVERSION

Item 6100-495 from the General S
Fund - L Budget p. E 1

ANALYSIS AND. RECOMMENDATIONS

The budget proposes that the unencumbered balance of the following
two appropriations revert to the General Fund on June 30, 1983.

¢ Public Library Fund-——Ch 1498/82. '

o Dental Dlsease Prevention Program—-Ch 1134/79

A. Public Library Fund

Chapter 1498, Statutes of 1982, created the Public Library Fund to
provide state funds to pubhc libraries. The act appropriates $25.5 million
in 1983-84. The Governor’s Budget shows this amount in Item 9875-101-001
as unfunded financial legislation.

Asnoted earlier, we have no analystical basis for makmg arecommenda-
tion on this proposed reversion.

B. Dental Disease Program
We recommend approval.

Chapter 1134, Statutes of 1979, authorized local health departments to
offer community dental disease prevention programs for K-6 pupils. The :
legislation also required the State Department of Education (SDE) t
assist the Department of Health Services in developing dental health
training programs for K-8 teachers. An appropriation of $60,000 was made
to the SDE for this purpose. The <furposes for which the appropriation was
made have been achieved, and therefore, the unéncumbered balance
($29,480) of the appropriation is no longer needed. Consequently, we
recommend approval of this reversion.
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CONTRIBUTIONS TO STATE TEACHERS’ RETIREMENT FUND
Item 6300 from the General

Fund Budget p. E 50
Requested 1983—84 Cevenivie ’ $191,313,000
Estimated 1982-83.........ccccvervncvivneenes 235,491,000

CActual 1981-82 .....cceecrinrecnnrsieeresnneneressieinsnnans e 235,491,000

Requested decrease ‘ :

$44,178,000 (—18.8 percent) o _ .
Total recommended redUCHON ...........cooovvivmmn. renrestorssaarassensaseace None

G’ENERAL PROGRAM STATEMENT

This item provides the state’s contribution toward funding the benefits
eanﬂasd) by retired members of the State Teachers Retirement System -
(ST v

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

The budget proposes an appropriation of $191,313,000 from the General
Fund to the State Teachers’ Retirement Fund in 1983-84. This amount is
$44,178,000, or 18.8 percent, less than the estimated current-year expendi-
tures.

The apparent reduction of nearli'1 $44.2 million, however, is misleading.
The decrease reflects a technical change in budgeting, rather than a true
reduction in expenditures. In the prior and current years, the annual
General Fund appropriation to reimburse local entities for their costs in
complying with certain state mandates affecting local STRS retirement
costs has been included in this item. In the budget for 1983-84, the funds

Table 1

Contributions to the State Teachers’ Retiremeni Fund
Item 6300-101-001
{in thousands)

Actual Estimated = Proposed  Change from
1951-82 1982-83 1983-84 1982-83
Program ' .
1. Contributions for unfunded liabilities ....: $191,313 $191,313 $191,313 -
2. State-mandated STRS program costs: ' ‘
a. Ch 89/74 Retirement credit for unused

sick leave 11,147 11,147 (11,147) *  —$11,147
"~ b. Ch 1036/79 cost-of-living increase for - : .
STRS retirees 15,350 20,406 (22088) " —20,406
c. Ch 1286/80 increase in STRS minimum _
bénefits ... 5,602 7,179 (7,770) * -7,179
d. Ch 1090/81,: Claims Blll to pay prior :
years’ -adjusted claims .......oreeicrerssennn 12,079 - - ! - -
e. Deficiencies in prior appropriations ... = 5,446 - -
Subtotals, mandated STRS program costs - $44,178 $44,178 ($41,005) * —$44,178
Grand Total Expenditures .........ccoweeseseerrsrne $235,491 $235,491 $191,313 —$44,178

* Beginning in’ 1983:84, these éxpenditures are budgeted under Item 9680 in the General Government
Section of the budget. They are shown here only for information. ~ -
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needed to provide these reimbursements—3$41,005,000 are requested in a
separate item (“Mandated Local Programs’—Item 9680-101-001) in the
General Government section of the budget. When proposed expenditures
in the current and budget years are put on a comparable basis by exclud-
ing mandate-related costs, there is no change between the two years.

Table 1 shows the expenditure-components of -this item for the past,
current and budget years. ' o o

" Legislative Mandates Underfunded : _

- The budget proposes a General Fund appropriation of $41,005,000 (Item
9680-1'01-0012 -to reimburse local entities for their costs of complying with
various legislative mandates requiring additional employer’s STRS contri-
butions. This amount is $3,173,000, or 7.2 percent, less than estimated
current-year expenditures for this purpose, as shown in Table 1. '

“This apparent reduction of nearly $3.2 million is not realistic. The
amount budgeted for 1983-84 is based on long-term actuarial estimates of
the mandated costs, while the estimated current-year expenditure
amount is based on revised estimates, using actual costs in the preceding
year. Historically, actual costs have exceeded actuarial estimates.

.. Prior to July 1, 1981, state-mandated costs for STRS benefits were paid
to.the STRS by the local school districts, who then 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, and instead were funded in the next
Omnibus Claims Bill.
Since July 1, 1981, the Legislature has appropriated to the State Teach-
‘ers” Retirement Fund an actuarial estimate of the amount equal to the
school districts’ mandated STRS program costs, instead of reimbursing the -
school districts through the claim process. This new reimbursement
method made it possible to terminate the claim process for mandated costs
incurred after June 30, 1981. A portionof the deficiencies in prior year’s
appropriations for these mandated costs ($5.4 million) was included in the
appropriation for 1982-83, as shown in Table 1. This $5.4 million will be
applied by the STRS toward an existing deficiency of $11.3 million in actual
mandated STRS retirement program costs for Ch 89/74 (retirement credit
for unused sick leave) in 1981-82. Under the current funding arrangement
for these mandated costs, the remaining 1981-82 deficiency of $5.9 million
will be absorbed by the State Teachers’ Retirement Fund.

The STRS Unfunded Liability Problem

The latest available actuarial valuation of the State Teachers’ Retire-
ment Fund estimated that as of June 30, 1981, the unfunded liability (ac-
crued retirement benefits for which there are no assets) at $13.2 billion.
Under the current funding arrangements for STRS benefits, the size of this
unfunded liability is expected to grow at a rate of about $1 billion per year.

1. History. From its inception in 1913 until 1972, STRS benefits were
financed on a “pay-as-you-go,” rather than on a “reserve-funding” basis.
This meant that the annual income was used to pay benefits to-retirees,
and no funds were set aside to cover the accruing cost of future benefits
earned by the working STRS membership. ,

In 1972, the Legislature enacted a partial fundin proliram which was
designed to (a) stabilize the accumulated unfunded liability and (b) pro-
vide reserves to cover future benefits earned by the working STRS mem-

4776610
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bers. Beginning in 1972, the budget included an annual Genéral Fund
appropriation of $135 million to finance the actuarial cost of pensions for
STRS members who retired prior to July 1, 1982. The need for such appro-
priation was expected to continue through fiscal year 2002-03. -

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
in 1972. In addition, school districts’ retiremient contributions, equivalent
to 8 percent of payroll, were phased in over an eight-year period begin-
ning in 1972, instead of being increased to 8 percent in 1972. As a result,
the contribution levels established by that program proved to be insuffi-
cient to fund the increasing long-term benefits being earned by active
members, and the unfunded liability continued to grow.:

2. Chapter 282 Funding. In 1979, the Legislature once more addressed
the STRS unfunded liability through the enactment of Ch 282/79 (AB 8).
This act addressed the unfunded liability problem 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 ]}l)ayroll.

3. Chapter 282 Requirements Underfunded. Chapter 282 required
that the $144.3 million annual General Fund contribution 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 preced-
ing year. However, the Budget Act appropriations for both 1980-81 and
1981-82 were less than the amounts required by Chapter 282. The 1982
‘Budget Act provided no increase in the amount of the states contribution
to the STRS. No increase is proposed for 1983-84.

Table 2

Contributions for State Teachers’ Retirement Fund Unfunded Liabilities
o ’ {in millions)

Actual Actual Estimated Proposed
i 1980-81 1981-82 1989-83 1983-84
Ongoing baseline contribution.......... $144.3 $161.6 $171.3 $171.3
Increase in lieu of CCPI ............... 173 ‘ 97°b . —° —°
Adjusted baséline contributions ........ $161.6 $1713 - $171.3 $171.3
Increment of additional $280 mil-
lion 100 200 200¢ 2004
Total contributions ... $171.6 $191.3 $191.3 $191.3

® Based on budgeted COLA of 12 percent, in lieu of a statutory CCPI of 17.1 percent.

b Based on budgeted COLA of 6 percent, in Jieu of a statutory CCPI of 10.4 percent.

¢No COLAs were provided in these years. .
4The $20 million annual increase toward the $280 million was not provided in these years.
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Table 2 shows the General Fund contributions to the State Teachers’
Retirement Fund for the past, current and budget years.

4.. Funding Requirements. In his most recent valuation of STRS obliga-
.tions, the consulting actuary concluded that the funding value of Chapter
282 fell significantly short of its intended goal. As a result, the STRS un-

" funded liability is expected to grow at a faster rate than payroll. This

owth in unfunded liability occurs because the current contributions
from all sources, expressed as a percent of STRS payroll, are not sufficient -
to achieve infinite funding—that is, to limit the growth in unfunded liabili-
ty to the growth in payroll. -
The actuary’s estimates of this funding shortage and the cost of amortiz-
‘ing the unfunded liability over specified funding periods, expressed both
as a percent of payroll and in dollar terms for 1983-84, are shown in Table
3 . :

Table 3
Funding Shortage of the State Teachers’ Retirement Fund
: __ Funding Period _

Contributions Infinite*® 50 years 40 years 30 years
Normal cost 19.22% 19.22% 19.22% "19.92%
Cost of amortizing unfunded liability ................ 256 . 582 690 871

Total cost - 21.78% 25.04% 26:12% 2793%
Current contributions from all sources ............. 20.08 20.08 20.08 20.08
Contributions shortage to-cover costs L70% 496% 6.04% 785%
Contributions shortage in dollars (millions) ®..  $1224 $357.1 $4349 $565.2

2 Unfunded liability would not be amortized. It would grow at the same rate as STRS payroll.
b Based on projected STRS payroll of $7.2 billion for 1983-84. -

Table 3 shows that maintaining the growth in STRS unfunded liability.
at the same rate as the growth in payroll would require an increase in
annual contributions equal to 1.7 percent of payroll (or about $122 million
in 1983-84), into infinity. Amortizing the mlgmded liability over a 50-year
funding period would recllluire an increase in annual contributions equal
to 4.96 percent of J)a oll (equivalent to $357 million in 1983-84). To
amortize the unfunded liability over an actuarially more acceptable fund-
ing period—30 years—would require an increase in contributions equal to
7.85 percent of payroll (about $565 million in 1983-84). The equivalent
dollar amounts would increase in subsequent years of the funding period,
in proportion with payroll increases. v '

5. Projected Cash-Flow Problems. Currently, the annual income of
the STRS trust fund exceeds the annual cost of benefit payments by a
substantial margin (about $1.1 billion in 1981-82). If the present contribu-
tion and benefit levels remain unchanged, however, the STRS will have
an annual cash-flow deficit by 1994-95, according to the consulting actu-
ary. At that point, the system will have to start using the trust fund’s assets
and interest earnings to pay the annual cost of benefits.
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Unfunded Legislation . S

Chapter 1606, Statutes of 1982 (SB 1562), provides supplemental, ad hoc
cost-of-living adjustments (COLAs) to certain STRS retirees, or benefici-
aries, subject to the availability of a- General Fund appropriation in the
annual Budget Act. The supplemental COLAs are to be provided to all
those eligib%e persons whose pensions have not been maintained at 75
percent of their original purchasing power, based on a special index that
is tied to salaries paid to active teachers. ’

The retirement program cost of this special benefit for 1983-84 is es-
timated by the STRS at $20.5 million. Future-year costs, if funded, will
chanie according to the cost-of-living increases provided to teaching
members of the STRS. :

* The budget contains no funding for this benefit.

CALIFO.RNIA ADVISORY COUNCIL ON VOCATIONAL
EDUCATION

Item 6320 from the General
Fund and the Federal Trust

Fund . B Budget p. E 51
REQUESEEA 1983-84 ..c....coovenmrrororesnssssssesesssassssssessesssssssmsseissssssanns $225,000
Estimated 1982-83..........ccoivminiiiriscnssssssssienseasines ... 244,000
Actual 198182 ........cceiverererrrceeisisivoreneisons “ 298,000

Requested decrease (excluding amount for salary.
increases) —$19,000 (—7.8 percent) -
Total recommended reduction ..........cceeiinisensesinsennn. $25,000

1983-84 FUNDING BY ITEM AND SOURCE :
Item Description ~ Fund Amount

6320-001-001—Support - General : $25,000
6320-001-887—Federal, Support Vocational Education—
Federal 200,000
' ' Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. General Fund Support. Reduce Item 6320-001-001 by $25,- 1467
000. Recommend elimination of state support because the
amount of federal funds is sufficient to allow the council to
carry out its mandated duties. :

GENERAL PROGRAM STATEMENT 3

The federal Vocational Education Act of 1976 requires the state to estab-
lish an advisory council on vocational education and specifies the council’s
membership and duties. The California Advisory Council on Vocational
Education (CACVE) was established by Ch 1555/69 in order to comply
with this mandate. It consists of 25 members and is staffed by 5.5 positions
in the current year. ' ' '

The CACVE is supported by both federal and state funds.
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-ANALYSIS AND RECOMMENDATIONS ' ‘

The budget proposes expenditures totaling $225,000 in support of the
CACVE during 1983-84. This is a reduction of 7.8 percent from the es-
timated current-year expenditures. The budget also proposes to reduce
staffing by 1.7 positions (0.7 professional and 1.0 clerical), to 3.8 positions.
Funding for the council is summarized in Table 1.

In the 1982 Budget Act, the Legislature reduced General Fund support
for the CACVE to $24,000 from $99,000 in 1981-82 (the Budget Act appro-
priation prior to adjustments). The budget proposes to increase the level
of General Fund support by $1,000, to $25,000, in 1983-84, plus the cost of
any salary or staff benefit increase approved for the budget year.

The budget also proposes expenditures of $200,000 from the Federal
Trust Fund. This is $20,000, or 9.1 percent, below estimated expenditures
in the current year. The current year amount, however, includes expendi-
tures of $20,000 which are being financed with funds carried over from
1981-82. The proposed reduction in staffing is due in part to the reduction
in the amount of federal funds expected to be available in 1983-84.

Table 1
Source of Funding for the California Advisory Council on Vocational Education
{(in thousands)

Actual  Estimated -Proposed Change
198182 1982-83. 1983-84 Amount  Percent

Federat funds ‘ $201 $220 . $200 —$20 —9.1%
General Fund __97 _25 _25 1 4.2
Totals.... $298 $244 $225 ~$19 —7.8%

Personnel-years 5.7 55 38 =17 —30.9%

General Fund Support Unnecessary

We recommend that state support for the California Advisory Council
on Voeational Education be eliminated on the basis that the amount of
Ffederal funds available to the council should be adequate to finance its
statutorily required duties, for a General Fund savings of $25,000. (Reduce
Item 6320-001-001 by $25,000.)

The CACVE is mandated by state and federal law to (1) advise the State
Board of Education, the Legislature, and other specified agencies on poli-
cies concerning vocational education and related federal programs; (2)
evaluate programs, services, and activities involving occupational educa-

.tion; (3) consult with the CETA Council and comment on its report; (4)
provide technical assistance to local vocational education advisory com-
mittees; and (5) prepare an annual evaluation report. Current law,
however, does not require any particular level of effort in any of these
areas.

Our review indicates that the amount of federal funding expected to be
available to the council in 1983-84 should be adequate to support the
council’s activities in each of these five areas. Furthermore, the availability
of federal support for the council is not dependent upon the provision of
some state support. Consequently, we see}iittle basis for continued state
support of the council. .

We estimate that elimination of the remaining General Fund support
for the council could be absorbed if the council’s staff were reduced from
3.8 positions to 3.0 positions. Such a reduction would tend to limit CAC-
VE’s program evaluation activities. We do not believe, however, that this
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would have a significant adverse impact on the state’s vocational educa-
tion programs. Even if the council were staffed with 3.8 positions, it would -
be too small to undertake evaluations of ‘a comprehensive nature. Such
evaluations-must either be carried out by other agencies, such as the
Department of Education, or funded through legislation.

Accordingly, we recommend that the remaining General Fund support
for CACVE be deleted, for a savings of $25,000.

~ CALIFORNIA OCCUPATIONAL INFORMATION COORDINATING

o COMMITTEE
Item 6330 from the Federal o o

Trust Fund : i Budget p. E 52
Requested 1983-84 ..........cocrrrinreeiserensansiossssssssiessssssssasassssosssasees $115,000
Estimated 1982-83.........cccivivmeerivsvivesrenne eerersaereensrsensanes 136,000
Actual 1981-82 .......oouervnrererrrirersesaessresorsaresessesens cevereereseeners - 269,000

Requested decrease (exclu't.iing amount for salar
increases) $21,000 (—15.4 percent) '
Total recommended reduction .........cocrirsecrssesmisseseeenenns , ‘None

- GENERAL PROGRAM STATEMENT

The California Occupational Information Coordinating Committee
(COICC) was established by Ch 972/78 pursuant to a requirement con-
tained in the federal Vocational Education Act. The committee is respon-

sible for the development of the California Occupational Information
System, which provides occupational planning and guidance information
to educational institutions, the Employment Development Department,
and private industry. ,

The committee has three authorized positions in the current year.

ANALYSIS AND RECOMMENDATIONS

We recommend approval. _ :

The bu%get proposes an appropriation of $115,000 from the Federal
Trust Fund for support of the COICC in 1983-84. This is a reduction of
. $21,000, or 15 percent, from estimated expenditures in the current year.
The budget proposes to effect this reduction through a decrease in operat-
ing expenses, primarily travel expenditures, consultant services, printing,
and e?_uipment. R

Table 1 shows COICC funding for the prior, current, and budget years.

Table 1 !
Funding for the California Occupational Information Coordinating Committee
. (in thousands)

Actual  Estimated Pmposed Change
1981-82 - 1982-83 198384  Amount Percent

- Federal funds $269 - $136 - $115 —$21 —15.4%
Reimbursements 22 _—~ = - —
“Totals -$291 $136 - $115  —$21 —15.4%

Personnel-years 53 30 30
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COICC Projects :

In the current year, COICC will publish a planning guide. to assist
vocational education program administrators in the use of labor market
information, and will conduct workshops for program planners and coun-
selors on the use of such information. In the budget year, the committee
plans to develop measures to evaluate the performance of occupational
training agencies, and conduct additional workshops on the use of labor
market information. Our analysis of COICC’s budget indicates that it is
reasonable, and, consequently, we recommend approval. .

COMMISSION ON TEACHER CREDENTIALING
Item 6360 from the Teacher

Credentials Fund Budget p. E 56
REGUESEEA 198384 +.....ooooveveveeeeeoerereeeseesieseesssesessosseesssssosesmseesesesio $5,478,000
Estimated 1982-83.........ccvvvnreirnenerrnecreisserssssestesssnsssssssssessesseseses 4,540,000
Actual 198182 .....oocvrreriiirnsersiseisnseseisessisesssesssssessssesssssssssnssonss 3,404,000

Requested increase (excluding amount for salary
increases) $938,000 (+420.7 percent)

Total recommended reduction ........ceiviveveeeeeeresieeseerrerennns $143,000
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Basic Skills Examination for Vocational Education Teachers. 1471
Recommend enactment of legislation to exempt applicants
for a vocational education credential from the basic skills
proficiency . examination requirement because of the
nonacademic nature of vocational teaching.

2. Credential Processing. Recommend adoption of Budget 1472
Bill language requiring the commission to reduce positions
for processing credentials because of an anticipated reduc-
tion in the volume of credential applications due to the basic
skills examination. :

3. Credential Fees. Recommend adoption of Budget Bill lan- 1472
guage requiring the commission to reduce its fee for creden-
tial applications from $40 to $35 because the projected
surplus in the Teacher Credentials Fund warrants a fee
reduction. Further recommend legislation to clarify the
procedures for determining the credential fee. .

4. Bilingual Teacher Directory. Reduce Item 6360-001-407 by 1474
$10,000. Recommend adoption of Budget Bill language,
and enactment of legislation, requiring the commission to
discontinue publication of the annual directory of bilingual
teachers because it is not useful to school districts.

5. Salary Savings. Reduce Item 6360-001-407 by $133,000. Rec- 1474
ommend increasing the amount budgeted for salary savings
by $92,000, and reducing the amount budgeted for related
staff benefits and operating expenses by $41,000, because
the amount budgeted for salary savings is low in relation to
actual salary savings in the past.
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GENERAL PROGRAM STATEMENT

- The Commission on Teacher Credentialing (formerly the Commission
for Teacher Preparation and Licensing) is responsible for (a) developing
standards and procedures for credentialing teachers and administrators,
(b) issuing ancF revoking credentials, (¢) evaluating and approving pro-
%x]—lams of teacher training institutions, and (d) establishing policy leader-
ship in the field of teacher preparation. The commission, which is
supported by the Teacher Credentials Fund, has 113.2 authorized posi-
tions in the current year.

ANALYSIS AND RECOMMENDATIONS _ ‘

The budget proposes an appropriation of $5,478,000 from the Teacher
Credentials Fund for support of the commission in 1983-84. This is an
increase of $938,000, or 21 percent, over estimated current-year expendi-
tures. This amount will increase by the amount of any salary or staff
benefit increase ﬁroved for the budget year. Table 1 summarizes the
- comnmission’s funding. ‘ :

. Table 1
Expenditures and Funding for the Commission on Teacher Credentialing
{in thousands) oo
Actual  Estimated = Proposed Change
) 198182 - 1982-83  1983-84 Amount  Percent
Elementary and pre-school professional v '

personnel $714 - $867 $1,300 $433 499%
Secondary, adult and vocational profes- ' '
- . sional personnel . 513 623 973 350 562
Instructional specialists-for all grades ........ 453 556 763 207 372
Professional administrative and support

service personnel .......iccsisiseesinns 260 314 © 440 126 - 40.1
Professional standards for certificated per- ‘ ‘

sonnel ; 444 1,113 912 —201 —-181
Administration 1,052 1,067 1,090 23 2.2

Total Expenditures .......oveessescosissenenss $3,436 $4,540 $5.478 $938 20.7%
Teacher Credentials Fund. ... $3,404 $4540 $5478 $938 207%
Federal funds....... 32 — - - — —_
Positions 95.6 1132 1085 —47 —42%

. .1983-84 Support Level ~

. As shown in Table 2, the proposed increase in expenditures is due to (1)
$704,000 in expenditures associated with the new California Basic Educa-
tional Skills Test, (2) a one-time augmentation of $42,000 for consultants
needed to review teacher preparation programs, (3) a one-time augmen-
tation of $34,000 for data processing equipment, é:l) a technical augmenta-
tion of $156,000 so that ongoing contract expenditures for administration
of subject matter examinations will be reflected in the budget, and (5)
adjustments to maintain the baseline level of services.




Item 6360 K-12 EDUCATION / 1471

Table 2 shows the changes in the commission’s budget between the
current year and 1983-84. '
: Table 2
Proposed Budget Adjustments for the Commission on Teacher Credentialing
(in thousands) '

Adjustments Total
1982-83 Base Budget (Revised) : $4,540
A. Changes to Maintain Existing Budget ' 2
- 1. Restore employee compensation reduction $86
2. Staff benefits .36
3. Population and price........- 95
4. Merit salary ... 4
5. Workload and administrative reductions....... -259
B. Budget Change Proposals 936
1. Base skills examination 704
2. Consultants . 42
3. Data processing. 34
4. Subject matter examination 156
Total Change ~ $938
: (20.7%)
1983-84 Support Level . ) $5,478

California Basic Educational Skills Test ’

Chapter 1136, Statutes of 1981 (AB 757), as amended by Ch 206/82 and
Ch 1388/82, provides that, commencing February 1, 1983, the Commission
on Teacher Credentialing shall not issue initial credentials, or renewals of
emergency credentials, unless the applicant has passed a statewide exami-
nation. in basic reading, writing, and mathematics. To implement this
statutory requirement, the Superintendent of Public Instruction adopted
the California Basic Educational Skills Test (CBEST) as the state assess-
ment instrument, to be administered by the Educational Testing Service.

The cost of the CBEST examination will be funded by fees. Currently,
the fee is $30 per examination. The budget proposes expenditures of $704,-
000 for the CBEST in 1983-84. This proposal assumes that 30,000 tests will
be given at a contract price of $23.16 per test ($694,800) and that approxi- -
mately $9,200 in examination development costs will be incurred%y the
Department of Education. The contract cost per test, however, varies with
the volume of examinations and the number of test administrations. If
26,000 examinations are given in five test administrations, for example, the
cost per test would be $27.31.

B’usié Skills Requirement for Vocational Education Teachers

We recommend enactment of legislation to exempt applicants for a
vocational education credential from the basic skills proficiency examina-
tion requirement. ' '

Holders of the vocational education (designated subject) credential
teach vocational education courses in intermediate and high schools, and
in Regional Occupational Centers and Programs (ROC/Ps). The mini-
mum requirements for the credential are possession of a high school di-
ploma and the equivalent of five years of relevart work experience. The
commission issued 3,410 of these credentials in 1981-82. v

Chapter 1136, Statutes of 1981 (AB 757), and Cha;iter 1388/82 (AB 3253)
prohibit school districts from initially hiring teachers unless they have
passed the statewide basic skills proficiency examination (reading, writ-
ing, and mathematics), beginning February 1,:1983. Holders of an adult
education credential in a nonacademic subject are exempt from this re-
quirement. Holders of a vocational education credential, however, must
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pass the test within one year of employment. -

During our field visits, we were advised by ROC/P and vocational
education administrators that the proficiency examination requirement
for holders of the vocational education credential could lead to difficulty
in recruiting instructors.

In our judgment vocational education instructors can be distinguished
from other teachers in that the vocational teachers’ primary mission is to
provide instruction in nonacademic subjects. The Legislature recognized
this distinction when it exempted adult education teachers of vocational
courses from the proficiency test requirement. Because of the nonaca-
demic nature of vocational teaching assi ents, and to avoid problems
in teacher recruitment, we recommend that an exemption also be applied
to holders of the vocational education credential.

Credential Processing

We recommend the adoption of Budget Bill language requiring the
Commission on Teacher Credentialing to reduce the number of its author-
ized positions for processing credential applications, in an amount propor-
tional to the estimated reduction in the volume of credential applications.

Implementation of the California Basic Educational Skills Test
(CBEST) is likely to reduce the number of applications for credentials
received by the commission. This, in turn, wilfreduce the commission’s
workload for processing applications. At the present time, there is not
enough data available to permit an estimate of how large this reduction
in the number of applications is likely to be. To avoid excessive staffing in
the face of this reduction in workload, we recommend adoption of Budget
Bill language requiring the commission to review the volume of credential
applications at the beginning and middle of 1983-84, and to reduce the
number of its authorized positions for credential processing in proportion
to the estimated reduction in the volume of applications. Specifically, we
recommend adoption of the following Budget Bill language:

“Provided that the Commission on Teacher Credentialing reduce the
number of its authorized positions for processing credential applica-
tions, in an amount proportional to the estimated reduction in the vol-
ume of credential applications. Provided further that these reductions
shall be i'mpleme‘nteg in August, 1983, based on the number of applica-
tions Erocesse_d in 198283 compared to the prior year, and in January,
1984, | ased on projected applications for 1983-84 compared to the prior
year. :

We estimate that this recommendation will result in a savings to the
Teacher Credentials Fund of agproximately $100,000 for every 5 percent
decrease in the volume of credential applications.

Credential Fees

We recommend the adoption of Budget Bill language requiring the
Commission on Teacher Credentialing to reduce its fee for credential
applications from $40 to $35, effective in 1983-84, for an estimated reduc-
tion of Teacher Credentials Fund revenues of $545,000.

We further recommend enactment of legislation amending the Educa-
tion Code so as to clarify that credential fees should be set at a level to
avoid surpluses in excess of a “prudent reserve,” as determined. by the
Department of Finance.
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Table 3 shows the status of the Teacher Credentials Fund in the prior,

current, and budget tf\;ears; It indicates that the fund surplus is expected

' to be $2.6 million at the end of the budget year, or an amount equal to 47
. percent of total budgeted expenditures. - '

Table 3
Teacher Credentials Fund
(in thousands)

Actual . Estimated Prajected
1981-82 1952-83 - - 1983-84

! Surplus, July 1.... : : $1028 $1613° . . $1,946
Revenues: . . ) .

- Credential fees 3,757 3,980 4,360
Teacher basic skills proficiéncy exam - — 900
Subject matter exam 94 93 - 21
Fingerprint fees - 609 348
Income from surplus money MVESMENLS .......covccreeiissemmisisssesessons 122 191 230 -
Miscellaneous income : 16 - -

- Total Revenue . $3,989 $4,873 $6,109
. Total Resources ; $5,017 - $6,486 - $8,055 .
Expenditures: - .
Support of comrmission , , $3404 - $4540 - $5478
Surplus, June 30 , - 81,613 - $1,946 $2577
. Percent. of budgeted expenditures ; 474% - 429% - 410%

Chapter 890, Statutes of 1981, requires the commission to reduce the
credential fee (currently $40) if the projected surplus of the fund, for two
consecutive fiscal years, exceeds a “prudent reserve,” as determined by
the Department of Finance. The Departmeént of Finance has not defined
a “prudent reserve” for the commission. Our analysis, however, indicates
that the fund surplus of $2.6 million projected for June 30, 1984 is far in
excess of commission requirements. '

Under normal circumstances, we believe that a surplus of this size would |
justify reduction in the credential fee of at least $10. However, because the
volume of credential applications resulting from the new basic skills ex-
amination is uncertain at this time, we recommend a $5 reduction in the -
fee gto $35). Even if credential applications drop by 20 percent, a $35 fee
would yield an estimated surplus of approximately $700,000 at the end of
1983-84, or about 13 percent of the commission’s operating expenditures.
(The projected surplus would be higher if commission expenditures are
reduced in proportion to any decrease in credential applications, as we
recommend.) - : . o

Specifically, we recommend that the following Budget Bill language be

adopted: v

“Provided that the Commission on Teacher Credentialing shall reduce
the credential fee from $40 to $35, effective in 1983-84.”

We estimate that based on the number of credential applications as-
sumed in the budget, a $5 fee reduction would reduce Teacher Creden-
tials Fund revenues by $545,000 in 1983-84. Our recommendation would
not preclude the commission from increasing the credential fee in 1984—
85, 1? ‘the commission’s funding needs warrant such an increase. We will
ae\&iew the adequacy of the credential fee in our analysis of the 1984-85

udget. .
W%e also recommend enactment of legislation to clarify the meaning of
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Ch 890/81. In addition to assigning to the Department of Finance the
responsibility for determining a prudent reserve, Ch 890 requires the
commission to reduce fees “in an amount which will reduce any surplus
funds of the commission to an amount less than its operating budget for
the next two fiscal years.” This phrase is ambiguous and could be an
impediment to the determination of a prudent reserve by the Depart-
ment of Finance. Consequently, we recommend that it be deleted.

Bilingual Teacher Directory

We recommend adoption of Budget Bill language and legislation requir-
ing the Commission on Teacher Credentialing to discontinue publication
of the annual directory of bilingual teachers, for a Teacher Credentials
Fund savings of $10,000. (Reduce Item 6360-001-407 by $10,000.)

Chapter 1631, Statutes of 1982, requires each state agency to make
recommendations as to whether legislatively mandated publications
should be discontinued. To carry out this responsibility, the commission
conducted a survey of school districts to determine the need for commis-
sion publications. The survey indicated that one of the commission’s publi-
cations—the annual directory of bilingual teachers—was not productive.
Current law requires the commission to compile the directory and send
a copy annually to each school district. Of 384 districts that enrolled bilin-
gual students, only 32, or 8 percent, found the directory useful. Based on
these results, the commission has recommended that the requirement to
publish this directory be eliminated. ‘ ,

Chapter 1632 also requires the Legislative Analyst to review the infor-
mation provided by each agency, and to make appropriate recommenda-
tions. Based on our review, we conclude that elimination of the bilingual
teacher directory is warranted. We estimate that this would result in a
savings to the Teacher Credentials Fund of $10,000 in operating expenses
(printing and postage).

Technical Budgeting Issue—Salary Savings

We recommend that the amount budgeted for salary savings for the
Commission on Teacher Credentialing be increased by $92,000, and that
the amount budgeted for staff benefits and operating expenses be de-
creased by $41,000, for a savings to the Teacher Credentials Fund of $133,-
000. (Reduce Item 6360-001-407 by $133,000.) _

The budget for the commission proposes that $43,000, or 1.9 percent of
total salaries and wages, be allowed for salary savings in 1983-84. This is
the projected amount of savinjs which will be realized due to delays in
filling vacant positions and to salary differentials associated with personnel
turnover (for example, hiring new personnel at the beginning of the salary
range).
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| Table 4 shows actual salary savings for the commission in the years
| 1978-79 through 1981-82. ,

! Table 4

‘ Salary. Savings by the Commission on Teacher Credentialing

:‘ ' ' Percent of

' ‘ ‘ : . Salaries

“‘ Year. ’ : Amount and Wages

| 1978-79 $219,909 13.4%

| 1979-80 156,000 90
: 1980-81 : 46,652 24

. 1981-82 . . ; 136,000 11

. Average g $139,640 8.0%

As indicated in the table, actual salary savings ranged from 2.4 percent
of salaries and wages to 13.4 percent during the last four years. The aver-
age was 8.0 percent. This suggests that the amount proposed for 1983-84—
1.9 percent—is too low. : .

Recognizing that the high level of salary savings in past years may have
been due partly to abnormal factors such as the hiring freeze in 1981-82

~and Control Section 27.2 in 1978-79, our analysis indicates that 6 percent
is a reasonable estimate of sala? savings for 1983-84. Consequently, we
recommend that salary savings be budgeted at 6 percent of salaries and
wages, or $135,000, thereby permitting an increase in salary savings of
$92,000 and a corresponding reduction in the 1983-84 appropriation. This
would ‘also have the effect of reducing estimated expenditures for staff
‘benefits and related operating expenses by $41,000.

In‘sum, our recommendation would result in total savings of $133,000 to

the Teacher Credentials Fund.






