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Exhibit A
STATE of CALIFORNIA |

COMMISSION ON STATE | >

MANDATES \
February 2, 2018 Exhibit A
Ms. Jolene Tollenaar Mr. Ed Hanson
MGT of America, LLC Department of Finance
2251 Harvard Street, Education Systems Unit
Suite 134 . 915 L Street, 7th Floor
Sacramento, CA 95815 Sacramento, CA 95814

And Parties, Interested Parties, and Interested Persons (See Mailing List)

Re:  Decision
Cal Grant: Grade Point Average and Graduation Certification, 16-TC-02
Education Code Sections 69432.9, 69432.92; Statutes 2014, Chapter 679 (AB 2160),
Statutes 2015, Chapter 637 (AB 1091), Statutes 2016, Chapter 82 (AB 2908)
Fairfield-Suisun Unified School District, Claimant

AND

Draft Expedited Parameters and Guidelines, Schedule for Comments, and

Notice of Hearing

Cal Grant: Opt-Out Notice and Grade Point Average Submission, 16-TC-02

Education Code Section 69432.9(d), Statutes 2014, Chapter 679 (AB 2160); and
Education Code Sections 69432.9(c)(2) and (d)(1), Statutes 2016, Chapter 82 (AB 2908)
Fairfield-Suisun Unified School District, Claimant

Dear Ms. Tollenaar and Mr. Hanson:

On January 26, 2018, the Commission on State Mandates (Commission) adopted the Decision
partially approving the Test Claim on the above-entitled matter.

State law provides that reimbursement, if any, is subject to Commission approval of parameters
and guidelines for reimbursement of the mandated program, approval of a statewide cost
estimate, a specific legislative appropriation for such purpose, a timely-filed claim for
reimbursement, and subsequent review of the reimbursement claim by the State Controller’s
Office.

Following is a description of the responsibilities of all parties and of the Commission during the
parameters and guidelines phase.

Draft Expedited Parameters and Guidelines

Pursuant to California Code of Regulations, title 2, section 1183.9, Commission staff has
expedited the parameters and guidelines process by preparing Draft Expedited Parameters and
Guidelines to assist the claimant. The proposed reimbursable activities have been limited to
those approved in the Decision by the Commission. Reasonably necessary activities to perform
the mandated activities may be proposed by the parties. (Cal. Code Regs., tit. 2, §1183.7(d).)
“Reasonably necessary activities” are those activities necessary to comply with the statutes,
regulations and other executive orders found to impose a state-mandated program (Cal. Code
Regs., tit. 2, §1183.7(d).) Whether an activity is reasonably necessary is a mixed question of law
and fact. All representations of fact to support any proposed reasonably necessary activities shall
be supported by documentary evidence submitted in accordance with section 1187.5 of the
Commission’s regulations.
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Ms. Tollenaar and Mr. Hanson
February 2, 2018
Page 2

Review of Draft Expedited Parameters and Guidelines

Proposed modifications and comments may be filed on the Draft Expedited Parameters and
Guidelines by February 23, 2018. (Cal. Code Regs., tit. 2, §1183.9(b).) Please note that all
representations of fact submitted to the Commission must be signed under penalty of perjury by
persons who are authorized and competent to do so and must be based upon the declarant’s
personal knowledge, information, or belief. (Cal. Code Regs., tit. 2, §1187.5.) Hearsay evidence
may be used for the purpose of supplementing or explaining other evidence but shall not be
sufficient in itself to support a finding unless it would be admissible over an objection in civil
actions. (Cal. Code Regs., tit. 2, § 1187.5.) The Commission’s ultimate findings of fact must be
supported by substantial evidence in the record.!

Rebuttals

Written rebuttals may be filed within 15 days of service of comments. (Cal. Code Regs., tit. 2, §
1183.9(c).)

Draft Proposed Decision and Parameters and Guidelines

After review of the Draft Expedited Parameters and Guidelines, all comments, and all rebuttals,
Commission staff will prepare a Draft Proposed Decision and Parameters and Guidelines which
will be issued for comment.

Alternative Process: Reasonable Reimbursement Methodology and Statewide Estimate of
Costs

Test Claimant and Department of Finance Submission of Letter of Intent

Within 30 days of the Commission’s adoption of a decision on a test claim, the test claimant and
the Department of Finance may notify the executive director of the Commission in writing of
their intent to follow the process described in Government Code sections 17557.1—17557.2 and
section 1183.11 of the Commission’s regulations to develop a joint reasonable reimbursement
methodology and statewide estimate of costs for the initial claiming period and budget year for
reimbursement of costs mandated by the state. The written notification shall provide all
information and filing dates as specified in Government Code section 17557.1(a).

Test Claimant and Department of Finance Submission of Draft Reasonable Reimbursement
Methodology and Statewide Estimate of Costs

Pursuant to the plan, the test claimant and the Department of Finance shall submit the Draft
Reasonable Reimbursement Methodology and Statewide Estimate of Costs to the Commission.
See Government Code section 17557.1 for guidance in preparing and filing a timely submission.

Review of Proposed Reasonable Reimbursement Methodology and Statewide Estimate of Costs
Upon receipt of the jointly developed proposals, Commission staff shall notify all recipients that
they shall have the opportunity to review and provide written comments concerning the draft
reasonable reimbursement methodology and proposed statewide estimate of costs within 15 days
of service. The test claimant and Department of Finance may submit written rebuttals to
Commission staff.

! Government Code section 17559(b), which provides that a claimant or the state may commence
a proceeding in accordance with the provisions of section 1094.5 of the Code of Civil Procedure
to set aside a decision of the Commission on the ground that the Commission’s decision is not
supported by substantial evidence in the record.
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Adoption of Reasonable Reimbursement Methodology and Statewide Estimate of Costs

At least 10 days prior to the next hearing, Commission staff shall review comments and rebuttals
and issue a staff recommendation on whether the Commission should approve the draft
reasonable reimbursement methodology and adopt the proposed statewide estimate of costs
pursuant to Government Code section 17557.2.

You are advised that comments filed with the Commission are required to be simultaneously
served on the other interested parties on the mailing list, and to be accompanied by a proof of
service. However, this requirement may also be satisfied by electronically filing your
documents. Please see https://www.csm.ca.gov/dropbox.php on the Commission’s website for
electronic filing instructions. (Cal. Code Regs., tit. 2, § 1181.3.)

If you would like to request an extension of time to file comments, please refer to section
1187.9(a) of the Commission’s regulations.

Hearing

The Proposed Decision and Parameters and Guidelines for this matter are tentatively set for
hearing on Friday, May 25, 2018 at 10:00 a.m., State Capitol, Room 447, Sacramento,
California.

Sincerely, W
Heather Halsey

Executive Director






BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA
IN RE TEST CLAIM ON: Case No.: 16-TC-02

Education Code Sections 69432.9, 69432.92 Cal Grant: Grade Point Average and

Graduation Certification
Statutes 2014, Chapter 679 (AB 2160),
Statutes 2015, Chapter 637 (AB 1091), DECISION PURSUANT TO

GOVERNMENT CODE SECTION 17500 ET
S'-[atutes 2016, Chapter 82 (AB 2908) SEQ.: CALIFORNIA CODE OF
Filed on June 26, 2017 REGULATIONS, TITLE 2, DIVISION 2,
By Fairfield-Suisun Unified School District, CHAPTER 2.5, ARTICLE 7.
Claimant (Adopted January 26, 2018)

(Served February 2, 2018)

DECISION

The Commission on State Mandates (Commission) heard and decided this Test Claim during a
regularly scheduled hearing on January 26, 2018. Jolene Tollenaar and Kathryn Young appeared
on behalf of the claimant, Fairfield-Suisun Unified School District. Donna Ferebee and Bijan
Mehryar appeared on behalf of the Department of Finance.

The law applicable to the Commission’s determination of a reimbursable state-mandated
program is article XII1 B, section 6 of the California Constitution, Government Code section
17500 et seq., and related case law.

The Commission adopted the Proposed Decision to partially approve the Test Claim by a vote of
6-0, as follows:

Member \Vote
Lee Adams, County Supervisor Yes
Richard Chivaro, Representative of the State Controller Absent
Mark Hariri, Representative of the State Treasurer, Vice Chairperson Yes
Scott Morgan, Representative of the Director of the Office of Planning and Research Yes
Sarah Olsen, Public Member Yes
Carmen Ramirez, City Council Member Yes
Jacqueline Wong-Hernandez, Representative of the Director of the Department of Yes
Finance, Chairperson
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Summary of the Findings

This Test Claim pleads Education Code sections 69432.9 and 69432.92, as added or amended by
Statutes 2014, chapter 679, Statutes 2015, chapter 637, and Statutes 2016, chapter 82, with
respect to the Cal Grant A and Cal Grant B Entitlement programs, through which the state
provides financial assistance to college students who meet the eligibility criteria. The test claim
statutes address the activities performed by K-12 school districts for pupils in grades 11 and 12
who may be eligible for a Cal Grant Entitlement award. Generally, sections 69432.9 and
69432.92:

e Deem every grade 12 pupil a Cal Grant applicant;

e Require school districts to provide written notification to pupils of the opportunity to opt
out of being deemed a Cal Grant applicant;

e Require school districts to certify and electronically submit to the California Student Aid
Commission (CSAC) the grade point averages (GPASs) of all grade 12 pupils, except
those who opt out of being a Cal Grant applicant;

e Authorize CSAC to require an electronic submission of verification of high school
graduation or its equivalent for all grade 12 pupils who graduated in the prior academic
year, except those who opt of being a Cal Grant applicant;

e Authorize school districts to obtain permission from the pupil or parent or guardian of the
pupil, to submit the pupil’s social security number (SSN) to CSAC if CSAC determines
that an SSN is required to complete the application for financial aid.

As a preliminary matter, the Commission finds that the Test Claim was timely filed pursuant to
Government Code section 17551(c) and section 1183.1(c) of the Commission’s regulations.

On the merits, the Commission finds that the activity to certify GPAs for all grade 12 pupils, as
required by Education Code section 69432.9(c), does not constitute a new program or higher
level of service. School districts have long been required to certify GPAs under penalty of
perjury for Cal Grant applicants.> Although school districts may now have to certify more GPAs
than under prior law, and may incur increased costs to do so, increased costs alone do not
establish a reimbursable state-mandated program.?

The Commission further finds that the activity to electronically verify, upon request from CSAC,
the high school graduation of all former grade 12 pupils who have not opted out of the Cal Grant
program pursuant to Education Code section 69432.92, does not impose a state-mandated
program on school districts. The plain language of the statute authorizes, but does not require,
CSAC to request school districts to submit electronic verification of the high school graduation

! Former Education Code section 69432.9(c) (as last amended by Stats. 2011, ch. 7); see also,
California Code of Regulations, title 5, section 30008.

2 County of Los Angeles v. State of California (1987) 43 Cal.3d 55-56; Lucia Mar Unified School
District v. Honig (1988) 44 Cal.3d 830, 835; County of San Diego v. State of California (1997)
15 Cal.4th 68, 81; Department of Finance v. Commission on State Mandates (2003) 30 Cal.4th
727, 735; San Diego Unified School Dist. v. Commission on State Mandates (2004) 33 Cal.4th
859, 876-877.
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for grade 12 pupils.® In addition, the Education Code has long required a pupil to confirm his or
her high school graduation before Cal Grant payments can be released, and either the pupil or the
school district can verify graduation.* Ultimately, the applicant is responsible for verifying his
or her high school graduation.® This process has not changed with the test claim statutes.

In addition, the Commission finds that providing SSNs, if requested by CSAC, is not mandated
by the plain language of Education Code section 69432.9(c)(2). The statute clearly states that
SSNs shall not be included in the information, and that “if” CSAC requests the SSN, the school
district “may” obtain permission from the pupil or the parent to submit the information.
Moreover, a school district submitting SSNs upon CSAC’s request is not a new activity.

However, the Commission finds that the requirement to provide a written Cal Grant opt-out
notice pursuant to Education Code section 69432.9(d), (Stats 2014, ch. 679, Stats. 2016, ch. 82)
mandates a new program or higher level of service on K-12 school districts to:

e Beginning January 1, 2015, provide written notice by October 15, 2015 and 2016, to all
grade 12 pupils in the class of 2016 and class of 2017, which (1) states “the pupil will be
deemed a Cal Grant applicant unless the pupil opts out within a period of time specified
in the notice, which shall not be less than 30 days;” (2) identifies when the school will
first send grade point averages to CSAC; and (3) provides an opportunity for the pupil to
opt out of being automatically deemed a Cal Grant applicant.

e Beginning January 1, 2017, provide written notice by January 1 to all grade 11 pupils,
beginning with the class of 2018, which (1) states “the pupil will be deemed a Cal Grant
applicant unless the pupil opts out within a period of time specified in the notice, which
shall not be less than 30 days;” (2) identifies when the school will first send grade point
averages to CSAC; and (3) provides an opportunity for the pupil to opt out of being
automatically deemed a Cal Grant applicant.

This activity is newly mandated by the state and provides a service to the public by increasing
access to college financial aid for California students and thus, imposes a new program or higher
level of service.

The Commission also finds that the requirement to electronically submit the GPAs of all

grade 12 pupils each academic year to CSAC pursuant to Education Code section 69432.9(¢c)(2)
(Stats. 2014, ch. 679), except for pupils who opt out, mandates a new program or higher level of
service. Under prior law, the GPA could be submitted by either the pupil or the school,® on

3 Education Code section 75: ““Shall’ is mandatory and ‘may’ is permissive.”
4 Education Code section 69433.9 (as last amended by Stats. 2006, ch. 652.).

® Education Code section 69432.9(a) (as last amended by Stats. 2011, ch. 7), and still in place
today, states: “A Cal Grant applicant shall submit a complete official financial aid application
pursuant to Section 69433 and application regulations adopted by the commission.” See also,
Exhibit F, California Student Aid Commission, “High School Graduation Confirmation for High
Schools, WebGrants User Guide” May 23, 2008, page 5.

® Exhibit F, Senate Appropriations Committee, Analysis of AB 2160 (2013-2014 Reg. Sess.) as
amended June 18, 2014, pages 1-2.
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paper or electronically,” and responsibility for GPA submission was expressly on the Cal Grant
applicant.® The 2014 test claim statute added Education Code section 69432.9(c)(2) to require
electronic submission of GPAs for all grade 12 pupils except those who opt out by specified
deadlines. Although the test claim statute did not specify who is required to submit the GPA to
CSAC, both CSAC and the California Department of Education have interpreted section
69432.9(c)(2) to require the school district to electronically submit the GPAs for all grade 12
pupils each academic year.® Thus, the Commission finds that the activity is newly mandated on
school districts and provides a higher service to the public.

Moreover, the Commission finds that these activities result in increased costs mandated by the
state, and that funding appropriated to school districts under the Local Control Funding Formula
and the College Readiness Block Grant do not trigger the application of Government Code
section 17556(e) to deny this Test Claim.

Accordingly, the Commission partially approves this Test Claim.
COMMISSION FINDINGS
l. Chronology

06/26/2017  The Fairfield Suisun Unified School District (claimant) filed the Test Claim with
the Commission.*?

10/11/2017  The Department of Finance (Finance) filed comments on the Test Claim.!
11/09/2017  The claimant filed rebuttal comments.*2
11/22/2017  Commission staff issued the Draft Proposed Decision.*

" Exhibit F, California Student Aid Commission, “Non-SSN GPA Q & A For the 2013-14 Cal
Grant Application Year,” dated October 11, 2012.
(http://www.csac.ca.gov/pubs/forms/grnt_frm/non_ssn_gpa_ga.pdf); See also, Cal Grant
Manual, chapter 4.1, “The Cal Grant Application Process,” December 2005.

8 California Code of Regulations, title 5, sections 30008(c) and 30023(a).

% Exhibit F, California Department of Education, Official Letter to County and District
Superintendents, Charter School Administrators, High School Principals, and High School
Counselors, January 25, 2016. See also California Department of Education, Letter to County
and District Superintendents, Charter School Administrators, High School Principals, and High
School Counselors, September 19, 2017; Exhibit F, California Student Aid Commission,
Operations Memo to High School Principals, High School Counselors, and County and District
Superintendents, October 10, 2016.

10 Exhibit A, Test Claim, page 11.

11 Exhibit B, Department of Finance’s Comments on the Test Claim.
12 Exhibit C, Claimant’s Rebuttal Comments.

13 Exhibit D, Draft Proposed Decision.
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12/13/2017  The claimant filed comments on the Draft Proposed Decision.*
1. Background
A. History and Overview of the Cal Grant Program

In 1955, the Legislature enacted the Hegland-Shell-Donahoe and Donald D. Doyle Act, which
provided for a series of competitive undergraduate scholarships for college tuition and fees. The
awards were granted on the basis of a competitive examination, demonstrated financial need, and
additional requirements pertaining to residency and citizenship. The State Scholarship later
became the Cal Grant A program, and were administered by a newly-created State Scholarship
Commission, with members appointed by the Governor. This commission was later expanded
and renamed the California Student Aid Commission.®

In 1968, the College Opportunity Grant was created as a competitive grant program and later
changed to the Cal Grant B program.® In 1973, the Occupational Education and Training Grant
was created and later changed to the Cal Grant C program, which is for community college
students.*’

Statutes 2000, chapter 4038 enacted the Ortiz-Pacheco-Poochigian-Vasconcellos Cal Grant
Program, which replaced the former Cal Grant program, and applies to Cal Grant recipients
beginning in the 2001-2002 academic year. The intent of the program is to guarantee a Cal
Grant to every California high school pupil graduating in 2001 and after, who meets the
minimum GPA and eligibility requirements, has financial need, and applies for the Cal Grant by
March 2 of the academic year of high school graduation, or by March 2 of the year following
graduation.'® The guarantee also extends to California community college students transferring
to a four-year college, who graduated from a California high school after June 2000, were
California residents when they graduated, and who meet the Cal Grant requirements when they
transfer to a four-year college. These grants consist of the following:

e Cal Grant A Entitlement awards pay tuition and fees at “qualifying” four-year colleges.
Every high school senior graduating in 2001 or after who has at least a 3.0 high school

14 Exhibit E, Claimant’s Comments on the Draft Proposed Decision.

15 Exhibit F, California Student Aid Commission, “Cal Grant Handbook,” February 11, 2016,
page 3. See http://www.csac.ca.gov/CGM/calgrant_handbook.pdf, accessed on
October 26, 2017.

16 Exhibit F, California Student Aid Commission, “Cal Grant Handbook,” February 11, 2016,
page 3. See http://www.csac.ca.gov/CGM/calgrant_handbook.pdf, accessed on
October 26, 2017.

17 Exhibit F, California Student Aid Commission, “Cal Grant Handbook,” February 11, 2016,
page 3. See http://www.csac.ca.gov/CGM/calgrant_handbook.pdf, accessed on
October 26, 2017.

18 Urgency legislation, operative September 12, 2000. This added chapter 1.7 to Part 42 of the
Education Code, beginning with Education Code section 69430, replacing the former program at
former section 69530 et seq.

19 Statutes 2000, chapter 403 (SB 1644), section 2.
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GPA, meets all the Cal Grant requirements, is a California resident at the time of
graduation, and applies by March 2 of either the year of graduation or the following year
is guaranteed a Cal Grant award.?® A Cal Grant A recipient attending a California
community college will not receive any payment, however, because community colleges
do not charge tuition. Cal Grant eligible students attending a community college qualify
for a Board of Governors fee waiver instead. The Cal Grant A award is held in reserve
by CSAC for two years (or three years upon request) for use when the student transfers to
a tuition charging four-year qualifying institution.?

e Cal Grant B Entitlement awards are for students from disadvantaged or low-income
families and generally cover “access costs” such as living expenses, books, supplies, and
transportation expenses in the first academic year. In subsequent years, the award
includes an additional amount to pay for tuition and fees. Every graduating high school
senior who has at least a 2.0 high school GPA, meets all the Cal Grant requirements, is a
California resident at the time of graduation, and applies by March 2 of either the year of
graduation or the following year is guaranteed a Cal Grant B entitlement award. A
limited number of first-year students who have exceptional financial need and a high
grade point average may receive both the living allowance and the tuition and fee
award.??

e Cal Grant Transfer Entitlement awards are for community college students transferring to
a four-year college and did not receive a Cal Grant within one year of graduating from
high school. To qualify, students must have graduated from a California high school
after June 30, 2000, and be a California resident when they graduated. Students must
also have a 2.4 community college GPA (of at least 24 semester units or the equivalent),
meet the Cal Grant eligibility requirements, be under 24 years old, and apply by the
March 2 deadline before the fall term when they plan to transfer.?®

Other students who are eligible for a Cal Grant, but are not high school seniors or recent
graduates may compete for Cal Grant A or B Competitive awards. These awards are the same as
the Cal Grant Entitlement awards except that they are not guaranteed. A limited number of
Competitive awards are available each academic year. Half of the Competitive awards are set
aside for pupils who apply by the March 2 deadline and meet the requirements, and half are for
California community college students who meet the requirements and apply by September 2.
The eligibility requirements for the competitive awards are focused on nontraditional students
and take into account GPA, time out of high school, family income, parent’s educational levels,
high school performance standards, whether the student comes from a single-parent household or
was a foster youth. A student selected for a Cal Grant A Competitive award who enrolls in a

20 Education Code section 69434 (as last amended by Stats. 2009, ch. 644).
21 Education Code section 69434.5 (as last amended by Stats. 2001, ch. 159).

22 Education Code sections 69435 (as last amended by Stats. 2009, ch. 644), 69435.3 (as last
amended by Stats. 2001, ch. 8); California Code of Regulations, title 5, section 30024.

23 Education Code sections 69436 (as last amended by Stats. 2012, ch. 38), 69436.5 (as added by
Stats. 2000, ch. 403).
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California community college has the award for tuition held in reserve until the student transfers
to a four-year institution.?*

Except for certain five-year educational programs, Cal Grant A and B awards may be renewed
for a total of the equivalent of four years of full-time attendance in an undergraduate program
provided that financial need continues to exist. The total number of years of eligibility is based
on the student’s educational level, which is designated by the institution of attendance when the
student initially receives payment for a grant.?®

The Cal Grant C for vocational training and Cal Grant T awards for teacher credential training
(after the student earned a baccalaureate or higher degree) were also included in the Ortiz-
Pacheco-Poochigian-Vasconcellos Cal Grant Program.2®

1. The Cal Grant application process under prior law

The Cal Grant applicant is required to submit a complete official financial aid application to
CSAC to apply for a Cal Grant.?” Under both prior and current law, the application process
required pupils to complete and submit a Free Application for Federal Student Aid (FAFSA)
form.% The FAFSA is mailed or electronically submitted to the U.S. Department of Education’s
central processor, which sends FAFSA information for California pupils to CSAC. For Cal
Grant eligibility, the pupil must show on the FAFSA that he or she:

Is a California resident

Is a U.S. citizen or eligible noncitizen

Meets Selective Service requirements

Will attend an eligible California School
Does not owe state or federal grant repayment
Is not in default on a student loan

Has not earned a BA/BS degree

Maintains satisfactory academic progress

Is not incarcerated

Is enrolled at least half-time

24 Education Code sections 69437 - 69437.7 (as added by Stats. 2000, ch. 403); California Code
of Regulations, title 5, section 30025.

25 Education Code section 69433.6 (as last amended by Stats. 2011, ch. 7).

26 Education Code sections 69439 (as last amended by Stats. 2011, ch. 7), 69440 (as last
amended by Stats. 2003, chs. 91 and 253).

27 Education Code section 69432.9(a) (as last amended by Stats. 2011, ch. 7); Education Code
section 69433(c) (as added by Stats. 2000, ch. 403).

28 Education Code section 69432.9 (as last amended by Stats. 2011, ch. 7); Education Code
section 69433(c) (as added by Stats. 2000, ch. 403); Education Code section 69433.9 (as last
amended by Stats. 2006, ch. 43).
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e Has a Social Security number.?®

Pupils who are not citizens but who meet other eligibility criteria may file the California Dream
Act application in lieu of the FAFSA.*

Except for applicants competing for Competitive Cal Grant A or B awards and permitted to
provide test scores in lieu of a GPA, a certified GPA is required to be submitted by the statutory
deadline for all Cal Grant A and B applicants, which for high school pupils, is March 2.3 Each
reported GPA is required to include a certification, executed under penalty of perjury, by a
school official, that the GPA is accurately reported.®? Under both prior and current law, a high
school pupil’s GPA is calculated by a school official as follows:

“High school grade point average” means a grade point average calculated on a
4.0 scale, using all academic coursework, for the sophomore year, the summer
following the sophomore year, the junior year, and the summer following the
junior year, excluding physical education, reserve officer training corps (ROTC),
and remedial courses, and computed pursuant to regulations of the commission.
However, for high school graduates who apply after their senior year, “high
school grade point average” includes senior year coursework. 3

The GPA must be submitted by either the pupil or the school.** CSAC regulations, however,
expressly place the responsibility for GPA submission on the Cal Grant applicant: “All Cal

29 Education Code section 69433.9 (as last amended by Stats. 2006, ch. 43); Exhibit F, California
Student Aid Commission, Cal Grant 101, Presentation at 2013 CASFAA Conference, pages 4-7.

30 The California Dream Act application is for pupils who are noncitizens, but who attended a
California high school for at least three years or graduated early from a California high school
with the equivalent of at least three years of credits and attended three years of elementary and
secondary school, graduated from a California high school or the equivalent, and are or will be
attending an accredited California college or university. Education Code section 68130.5(a) (as
last amended by Stats. 2016, ch. 69).

31 Education Code sections 69432.9 (as last amended by Stats. 2011, ch. 7), 69433 (as added by
Stats. 2000, ch. 403); Education Code section 69434(b)(1) (as last amended by Stats. 2009, ch.
644.); Education Code section 69435.3(a)(1) (as last amended by Stats. 2001, ch. 8); California
Code of Regulations, title 5, sections 30007, 30008, 30023(a)(b).

32 Education Code section 69432.9(c) (as last amended by Stats. 2011, ch. 7).

33 Education Code section 69432.7(h) (as last amended by Stats. 2012, chs. 38 and 575);
California Code of Regulations, title 5, section 30008(a).

3 Exhibit F, California Student Aid Commission, “Cal Grant Manual,” chapter 4.1, “The Cal
Grant Application Process’, December 2005; See also, California Student Aid Commission, “Cal
Grant Handbook,” February 11, 2016, pages 21-22,
http://www.csac.ca.gov/CGM)/calgrant_handbook.pdf, accessed on October 26, 2017.
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Grant A and B applicants shall submit a grade point average”>® and, “It is the responsibility of
the applicant to have his or her high school grade point average reported.”

CSAC may accept a GPA from an applicant or reporting school after the statutory deadline if, in
the opinion of the Executive Director, circumstances beyond the control of the applicant delayed
or prevented the timely submission of the GPA. The circumstances must be shown by a
certification from the reporting school and the applicant. Applicants or officials who submit a
timely but incomplete or incorrect GPA shall have a grace period of ten days after CSAC’s
mailing of notice to file a corrected or completed GPA.*’

In addition, CSAC may use an applicant’s SSN as a key identifier in CSAC’s Grant Delivery
System to match the FAFSA information with the pupil’s GPA.%

In addition, Education Code section 69433.9(e), as last amended in 2006, requires that a student
meet the requirements for a high school diploma to be eligible for a Cal Grant Entitlement
award.>®

In response to state audit findings in 2006, CSAC voted to require confirmation of the graduation
status for new Cal Grant A and B Entitlement awardees as follows.

For 2007-08, Cal Grant Entitlement participants were to submit proof of high
school graduation to the college they were attending or complete a self-
certification of the their high school graduation on the California High School
Graduation Certification Form (G-8) confirmed prior to receiving payment in the
fall. The system placed the responsibility to restrict payment on the colleges.

For the 2008-09 school year, the Commissioners directed staff to put into place an
electronic certification system with the Commission as the central repository of
high school graduation confirmations. The WebGrants system will store the
required confirmation data and restrict Cal Grant payment to those student’s [sic]
whose status has not yet been confirmed. Confirmation to this system must be
post-high school graduation. No certifications of graduation status will be allowed
until after the student has actually graduated. For this reason, the great majority of
new Cal Grant Entitlement high school graduation confirmations cannot be made
until May or June each year.*°

% California Code of Regulations, title 5, section 30023(a).

% California Code of Regulations, title 5, sections 30008(c) and 30023(a)(2). See also section
30002, which defines an “eligible applicant.”

37 California Code of Regulations, title 5, section 30023.

3 Exhibit F, California Student Aid Commission, “California Student Aid Commission, Cal
Grant GPA Questions and Answers for High Schools,” October 2009, page 1.

39 Education Code section 69433.9(e), as last amended by Statutes 2006, chapter 652.

0 Exhibit F, California Student Aid Commission, “High School Graduation Confirmation for
High Schools, WebGrants User Guide” May 23, 2008, page 5.
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Before the test claim statutes, school districts could certify an applicant’s high school graduation
on the High School Graduation Verification screen, accessible in WebGrants. Pupils could also
confirm their graduation status on WebGrants for Students, and had the option of submitting a
paper confirmation using the 2008-09 California High School Graduation Confirmation
Certification Form (G-8).4

2. Prior Test Claim filed by community college districts (Cal Grants, 02-TC-28), on the
Cal Grant program added by Statutes 2000, chapter 403, and the implementing

regulations

On March 27, 2009, the Commission adopted a Statement of Decision on the Test Claim Cal
Grants, 02-TC-28, filed by Long Beach Community College District, finding that Education
Code section 69432.9 (as added by Stats. 2000, ch. 403), and sections 30007, 30023(a) and (d),
and 30026 of CSAC regulations constitute a reimbursable state-mandated program on
community college districts within the meaning of article XI1II B, section 6 of the California
Constitution and Government Code section 17514 for:

» Calculating a college or community college grade point average pursuant to the
instructions in California Code of Regulations, title 5, section 30007. (Ed. Code,
§ 69432.9(b)(3)(C), as added by Stats. 2000, ch. 403; Cal. Code Regs, tit. 5, 8§ 30007,
30023(a), and 30026.)

» Certifying under penalty of perjury to the best of his or her knowledge from the school
official filing the report that the grade point average is accurately reported and that it is
subject to review by the Student Aid Commission or its designee. (Ed. Code,

§ 69432.9(b)(3)(C), as added by Stats. 2000, ch. 403; Cal. Code Regs, tit. 5, 8§ 30007 and
30026.)

» Completing or correcting a grade point average upon notice that the original submitted
grade point average was not complete or correct. (Cal. Code Regs., tit. 5, 8 30023(d).)

The Commission determined that these activities apply to community colleges only when: (1) a
community college student applies for a Cal Grant Transfer Entitlement award for use at a four
year college; (2) a community college student competes for a Competitive Cal Grant A to be held
in reserve until the student attends a four year college; or (3) a community college student
competes for a Competitive Cal Grant B award, which can be used at the community college.*?

No prior test claim has been filed by K-12 school districts on the Cal Grant program.
B. The Test Claim Statutes

This Test Claim pleads Education Code section 69432.9, as amended by Statutes 2014, chapter
679, Statutes 2015, chapter 637, and, Statutes 2016, chapter 82, and section 69432.92, as added
and amended by Statutes 2015, chapter 637, and, Statutes 2016, chapter 82. The test claim
statutes affect the activities performed by K-12 school districts in relation to the Cal Grant A and

41 Exhibit F, California Student Aid Commission, “High School Graduation Confirmation for
High Schools, WebGrants User Guide” May 23, 2008, page 5.

42 Commission on State Mandates, Statement of Decision, Cal Grants, 02-TC-08, pages 30-31.
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Cal Grant B Entitlement programs for pupils in grades 11 and 12 who may attend college and be
eligible for a Cal Grant.*?

1. Education Code section 69432.9 (Statutes 2014, chapter 679; Statutes 2015, chapter
634; and Statutes 2016, chapter 82)

Effective January 1, 2015, Statutes 2014, chapter 679, amended Education Code section
69432.9(a) to provide that each “pupil enrolled in grade 12 in a California public school,
including a charter school, other than pupils who opt out as provided in subdivision (d), shall be
deemed to be a Cal Grant applicant.”

The 2014 statute also added subdivision (c)(2) to provide that CSAC “shall require that a grade
point average be submitted to it electronically for all grade 12 pupils at public schools, including
charter schools, each academic year, except for pupils who have opted out as provided in
subdivision (d).” The statute also provides that pupil SSNs shall not be included in the
information submitted to CSAC unless CSAC determines that a SSN is required to complete the
application for financial aid. In such cases, school districts may obtain permission from the
parent or guardian of the pupil, or from the pupil if he or she is 18 years of age, to submit the
pupil’s SSN to CSAC.

The 2014 statute also added subdivision (d) to section 69432.9 to require the school district to
provide written notification by October 15 to each grade 12 pupil who is 18 years of age, or to
the parent or guardian of each grade 12 pupil under the age of 18, that the pupil will
automatically be deemed a Cal Grant applicant unless the pupil opts out, and requires the school
district or charter school to provide an opportunity for the pupil to opt out.

CSAC provided an opt-out form that school districts may use to comply with the notification
requirement.*

3 Government Code section 17519 states that “*School district” means any school district,
community college district, or county superintendent of schools.” The county superintendent of
schools is the executive officer of the county office of education. (Ed. Code, § 1010.) The
county office of education administers county community schools, which are public schools that
educate pupils in kindergarten through grade 12 who are expelled from school or who are
referred because of attendance or behavior problems. County community schools also serve
pupils who are homeless, on probation or parole, or who are not attending any school. Parents or
guardians may request that their child attend a county community school. (Ed. Code, § 1980, et
seg.). County community schools are also affected by the test claim statutes and counties are
eligible local agency claimants, as defined. In addition, the test claim statutes expressly refer to
charter schools. However, only school districts, as defined in Government Code section 17519,
are eligible claimants. Thus, only mandated costs for charter schools which are costs of a school
district may be claimed by an eligible school district. Individual schools (including charter
schools) that are not school districts and subject to the tax and spend limitations of the California
Constitution, are not eligible claimants and may not file mandate reimbursement claims.

44 Exhibit F, California Student Aid Commission, Operations Memo to High School Counselors,
October 9, 2015.
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Statutes 2014, chapter 679, was sponsored by the Education Trust-West (ETW) with the goal of
increasing Cal Grant applications and awards. According to the Senate Committee on Education
analysis:

In 2013 the Education Trust-West issued its report The Cost of Opportunity which
found that only 54% of California's 12th graders completed a FAFSA in 2012,
and only 50% completed the both the FAFSA and submitted a GPA verification,
both steps necessary to apply for a Cal Grant by the March 2nd deadline. In 2014,
a follow up Equity Alert entitled Doorways to College Aid: Boosting Access to
Financial Aid in California found that in 2013 the rates of completion of the
FAFSA and Cal Grant applications increased statewide by 7% and 8%
respectively for a total of 25,000 additional FAFSA completions and more than
30,000 additional Cal Grant applications. However, 42% (170,000) of 12th
graders from the class of 2013 still did not complete a Cal Grant application.

The report notes the higher completion rates were the results of efforts at the local
level which include an early focus on FAFSA completion and the electronic
submission of GPAs for all students. An analysis of districts using electronic
GPA found a 10 percent boost in Cal Grant Completion for those districts. The
average Cal Grant completion rate for these districts was 71 percent, compared to
56 percent for other districts. The report also noted that some districts are hesitant
to adopt this practice due to privacy concerns.

Among other things, the report recommended that all high schools and districts
should electronically submit GPA and graduation verification for all high school
seniors. This bill implements this recommendation.*

The need for the bill was stated as follows:

According to the author, while some districts already provide GPAs to CSAC for
all or some students, many do not. The author notes that Los Angeles and San
Francisco unified school districts are already providing GPAs for all high school
seniors to CSAC and, according to the author, report that costs for computer
programming are minor and absorbable and districts experienced an overall cost
savings associated with high school counselors no longer being required to
complete paper forms for students. The author also notes that CSAC reported
processing over 70,000 paper GPA forms in 2013, taking significant staff time.
The author believes that overall cost savings associated with this bill could result
in more time for high school counselors and CSAC to outreach to students
encouraging Free Application for Federal Student Aid (FAFSA) completion.
Without legislation, the author argues "it would take several years for all school
districts to implement the best practice in this bill.”4

5 Exhibit F, Senate Committee on Education, Analysis of AB 2160 (2013-2014 Reg. Sess.) as
amended June 18, 2014, page 4.

46 Exhibit F, Senate Committee on Education, Analysis of AB 2160 (2013-2014 Reg. Sess.) as
amended June 18, 2014, page 3. Emphasis in original.
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Statutes 2015, chapter 634, amended Education Code section 69432.9 to: (1) clarify that pupil
GPAs are to be electronically submitted to CSAC on a standardized form, and (2) state the intent
of the Legislature for CSAC to “make available to each high school and school district a report
identifying all grade 12 pupils within the high school or school district, respectively, who have
and have not completed the Free Application for Federal Student Aid or the California Dream
Act Application.”

Effective January 1, 2017, Statutes 2016, chapter 82, amended Education Code section
69432.9(c)(2) to specify that GPAs for grade 12 pupils who do not opt out are to be submitted to
CSAC no later than October 1 of each academic year.

Statutes 2016, chapter 82, also amended the opt-out notification process in section 69432(d), to
require school districts to notify pupils that they can opt out of the Cal Grant application process
by January 1 of their grade 11 academic year. The 2016 statute requires that the opt-out
notification indicate when the school will first send GPAs to CSAC and the October 1st deadline
for GPAs to be submitted to CSAC. The purpose of Statutes 2016, chapter 82, is to conform the
GPA submission deadline to federal financial aid deadlines. According to the Senate Floor
Analysis:

Conforming to new Free Application for Federal Student Aid (FAFSA) timeline.
On September 14, 2015, President Obama announced significant changes to the
FAFSA. Starting this year, the FAFSA will be available to students on

October 1, 2016, rather than on January 1, 2017. The earlier submission date will
be a permanent change, enabling students to complete and submit a FAFSA on
October 1 every year. This bill authorizes CSAC to adjust the GPA submission
date thereby conforming to the new FAFSA release date.*’

2. Education Code section 69432.92 (Statutes 2015, chapter 634)%8

Statutes 2015, chapter 637, added Education Code section 69432.92 to: (1) authorize CSAC to
require verification of high school graduation or its equivalent to be electronically submitted for
all former grade 12 pupils who graduated from public schools in the prior academic year, except
pupils who have opted out of the Cal Grant application process; and (2) state legislative intent

47 Exhibit F, Senate Floor Analysis of AB 2908 (2015-2016 Reg. Sess.) as amended
April 11, 2016, page 3.

48 Statutes 2016, chapter 351 replaced the statement of legislative intent in section 69432.92(b)
with the following:

If the commission requires verification of high school graduation or its equivalent
pursuant to subdivision (a), the commission shall provide guidance to high
schools or high school districts to ensure that high schools and high school
districts verify the graduation of their pupils as soon as possible upon a pupil’s
graduation and no later than August 31 of the academic year following the pupil’s
graduation. This subdivision also applies to pupils who graduate during the
summer following the grade 12 academic year.

Statutes 2016, chapter 351 was not pled in this Test Claim so the Commission makes no finding
on it.
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that “high schools or high school districts verify the graduation of their pupils in time to meet the
deadlines imposed by subdivision (e) of section 69433.9.”

The legislative history states that the purpose of this bill was to streamline the financial aid
process and increase Cal Grant and FAFSA completion rates:

According to author, many students often times become overwhelmed with the
Cal Grant application process and fail to submit verification of high school
graduation to CSAC. The author further asserts that missing this step could make
the difference between a student attending college or not. This bill aims to
streamline the financial aid process and increase Cal Grant and FAFSA
completion rates by requiring the electronic submission of high school graduation
information.

Existing process for verification. According to the CSAC the method for
providing verification varies depending on the school district. For the most part,
it is the responsibility of the school district to submit the information to CSAC;
however, if the district fails to provide the information, the responsibility falls on
the student. Generally, most submissions are electronic, but thousands of paper
forms are submitted that have to be keyed in manually. This bill seeks to give the
CSAC the authority to create a standardized process for collecting information
directly from school districts when determining Cal Grant eligibility.*®

1. Positions of the Parties
A. Fairfield-Suisun Unified School District

The claimant maintains that the test claim statutes impose a reimbursable state-mandated
program on school districts under article XIIl B, section 6 of the California Constitution and
Government Code section 17514. As stated in the Test Claim, the claimant requests
reimbursement for the following activities to comply with the test claim statutes:

1. Time and costs incurred by school districts, county offices of education, and
charter schools to prepare for, provide and attend training in order to instruct
the employees on the requirements imposed by Statutes 2014, Chapter 679,
A.B. 2160, Education Code Sections 69432.9(c)(2), 69432.9(c)(3),
69432.9(c)(5), 69432.9(d)(1), 69432.9 (d)(2). Statutes 2015, Chapter 637,
A.B. 1091 Education Code Sections 69432.92(a) and 69432.92(b). Statutes
2016, Chapter 82, AB2908, Education Code Sections 69432.9(c)(2) & (d)(1).

2. Time and costs incurred by school districts, county offices of education, and
charter schools to review records, correct, update and submit grade point
averages to the CSAC for all grade 12 pupils prior to October 15 of each year.
AB 2160 - Statutes 2014, Education Code Section 69432.9(¢c)(2).

3. Time and costs incurred by school districts, county offices of education, and
charter schools to submit each student’s grade point averages electronically,
on a standardized form, for all grade 12 pupils at public schools, including

49 Exhibit F, Senate Floor Analysis, AB 1091 (2015-2016 Reg. Sess.) as amended June 1, 2015,
page 3.
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charter schools. AB 2160 - Statutes 2014, Education Code Sections
69432.9(c)(2).

. Time and costs incurred by school districts, county offices of education, and
charter schools to comply with CSAC requests for social security numbers
including time and costs to obtain permission from the parent or guardian, or
pupil, if he or she is 18, and to submit the pupil’s social security number to the
CSAC. AB 2160 - Statutes 2014, Education Code Sections 69432.9(c)(2).

. Time and costs incurred by school districts, county offices of education, and
charter schools for including a certification to the CSAC, executed under
penalty of perjury by a school official, that the grade point average is
accurately reported. The certification shall include a statement that it is subject
to review by the CSAC or its designee. AB 2160 - Statutes 2014, Education
Code Sections 69432.9(c)(3).

. Time and costs incurred by school districts, county offices of education, and
charter schools to ensure the grade point average certification is submitted to
CSAC in time to meet the application deadline imposed by this chapter. AB

2160 - Statutes 2014, Education Code Sections 69432.9(c)(5).

. Time and costs incurred by school districts, county offices of education, and
charter schools, no later than October 15 of a pupil's grade 12 academic year,
to notify, in writing, each grade 12 pupil and, for a pupil under 18 years of
age, his or her parent or guardian that, pursuant to subdivision (a), the pupil
will be deemed a Cal Grant applicant unless the pupil opts out within a period
of time specified in the notice, which shall not be less than 30 days. The
required notice shall indicate when the school will first send grade point
averages to the commission. The school district, county office of education or
charter school shall provide an opportunity for the pupil to opt out of being
automatically deemed a Cal Grant applicant. Until a pupil turns 18 years of
age, only a parent or guardian may opt the pupil out. Once a pupil turns 18
years of age, only the pupil may opt himself or herself out and, if prior to the
conclusion of the notice period, the pupil may opt in over the prior decision of
a parent or guardian to opt out. Statutes 2014, Chapter 679, A.B. 2160,
Education Code Section 69432.9(6)(d) (1) [sic] and Education Code Section
69432.9(d)(1) & (d)(2).

. Time and costs incurred by school districts, county offices of education, and
charter schools to submit the required grade point averages for grade 12 pupils
to be submitted by October 1 of each academic year. Statutes 2016, Chapter
82, AB 2908, Education Code Sections 69432.9(c)(2) & (d)(1).

. Time and costs incurred by school districts, county offices of education, and
charter schools to notify pupils by January 1 of their grade 11 academic year
so the pupil can opt out of the program. Additionally, school districts, county
offices of education, and charter schools are now required to send an “Opt
Out” notice to each pupil in grade 12. Statutes 2016, Chapter 82, AB2908,
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10.

11.

12.

Education Code Sections 69432.9(d)(1) & (2). (Amended by Stats. 2016, Ch.
82, Sec. 3. Effective January 1, 2017.)

Time and costs incurred by school districts, county offices of education, and
charter schools to provide verification of high school graduation or its
equivalent. Education Code Section 69432.92(a).

Time and costs to electronically submit the graduation data for all former
grade 12 pupils, in the prior academic year, including charter schools, in the
prior academic year, except for pupils who have opted out as provided in
subdivision (d) of Section 69433.9, when required by the CSAC. Education
Code Section 69432.92(a).

Time and costs incurred by school districts, county offices of education, and
charter schools to verify the graduation of their pupils, when requested by
CSAC in time to meet the deadlines imposed by subdivision (e) of Section
69433.9. This subdivision also applies to pupils who graduate during the
summer following the grade 12 academic year. Education Code Sections
69432.92(b).*°

The claimant alleges costs to implement the test claim statutes, stating: “actual increased costs
incurred by the claimant during the fiscal year for which the claim was filed to implement the
mandate: Actual: $13,099 FY 2015-16 and $14,888 for FY 2016-17.” The claimant further
alleges: “The actual or estimated annual costs that will be incurred by the claimant to implement
the mandate during the fiscal year immediately following the fiscal year for which the claim was
filed: Estimated: $15,186 FY 2017-18.”

Specifically, the claimant alleges the following costs to comply with the test claim statutes for
2015-2016.%

DISTRICT FAIRFIELD SUISUN UNIFIED SCHOOL
. B Average N
@'2%?' Actual Position | Salary& | ACtVItYy | Timeper | Numberof | Total | total | Indirect | cost
Costs first Bengfits- registrar/ | individuals | time | direct | costs15- | per
Incurred Registrar HRS spent/H | costs 16 | student
2015-16 RS | 1516 | 6.05%
2015-16 [Sept.1,2055  |AB2L60Registrar $3286 [Training on Cal A J /A $007 VIR
GrantReporting
Requirements
201516 [Sept. 1,205  |AB2160Registrar $3286 | Calculate and key IR IR % LIEY R
%radesmtoCaI .
rant form - L4min
each student

%0 Exhibit A, Test Claim, pages 13-15.
%1 Exhibit A, Test Claim, page 16.
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DISTRICT FAIRFIELD SUISUN UNIFIED SCHOOL
2015-16 [Sept. 1, 2015  [AB 2160 Registrar $3286 Mallmgoi) out J 9 oA LY A
forms toall seniors
2015-16 [Sept.1,2055  |AB2L60Registrar $3286 CompI{meSAC U2y J L& 1 4 U
reuesfs for social
security numbers
2015-16 [Sept 1,205 |AB2L60Registrar $32.86  |Execute certification UU J ug 9l o UL
2015-16 Disrictwide Total %3,099- 84
The claimant alleges the following costs to comply with the test claim statutes for 2016-2017:2
DISTRICT ACTUALCOSTS FAIRFIELD SUISUN
2016-17 UNIFIED SCHOOL
DISTRICT
_ N Average Time per| Numberof | Total | Total | Indirec
Sscal | Gostsiirst Position| salary & | Activity |registrar| individuals | time | direct | t costs |cost per
Benefits [HRS spent/ costs | 16-17 |student
Registrar HRS 16-17 | 597%
2016-17
D016-17[Sept. 1,  |AB  |Registrar | $33.56 ”a'” A I AW il 00 A
2015 [2160 %ﬂ ents
caluon
D016-17 Sept. 1,  |AB  Registrar | $33.56 E;;C“';nﬁ?ﬁm RIS ¢ gg37y VPG ¥
2015 2160 T
D016-17[Sept. 1, |AB Registrar | $33.56 P/I&III[}% ﬂ[OU[ 1 9 U SI078 30U FU.LT
2015 2160 Seniors
2016-17(Sept. 1,  |AB  [Registrar | $33.56 FQWW[” v R R B
2015 160 or SBCIBﬁqSecurlty
0016-17|Sept. 1, |AB  [Registrar | $3356 Eeﬁfﬁcgﬂon Uu A R R R
2015 2160
R016-17 Sept. 1, |AB [Registrar | $3356  [§ 6ttt hiion R R BRI
2016 1091 vertator
20Le-11 District wide Total L W
%2 Exhibit A, Test Claim, pages 8, 16.
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The claimant also alleges the following estimated costs for 2017-2018:%2

District Estimated Costs 2017-18 FAIRFIELD SUISUN UNIFIED SCHOOL DISTRICT
Average Time | Number of | Total | Total In-
Fiscal | Costs Position | Salary& | Activity per | individuals | time | directcosts | direct | cost per
Year | first Benefits regis spent/ | 17-18 costs 17- | student
Incurred Registrar trar/ HRS 18
2017-18 HRS 6.57%
2017 | Sept.1, | AB2L | Registrar | $34.24 | Training on 4 S| A SeRIZT MW $UA
-18 | 2015 60 reporting
requirements
GPA &
graduation
verification
2017 | Sept.1, | AB2L | Registrar | $34.24 | Calculateand U DOUR 1 91LIS [ 9le,f334% 1 983059 | 9801
-18 | 2015 60 key grades
into Cal Grant
form- 14 min
each student
2017 | Sept.1, | AB29 | Registrar | $34.24 | Mailingopt L 0 O SlLIs Lot Wil
-18 | 2007 08 outforms to
all juniors
2017 | Sept.1, | AB2L | Registrar | $34.24 | Complywith | S| Lo R el $00s
-18 | 2015 60 CSAC
requests for
social security
numbers
2017 | Sept.1, | AB2L | Registrar | $34.24 | Execute Ul O Uap elsby AU SUUL
-18 | 2015 60 certification
2017 | Sept.1, | AB10 | Registrar | $34.24 | Electronically J O B eLoAUbL el Lls
-18 | 2016 9 submit
graduation
verification
District wide Total $15.186.44 $10.15

The claimant alleges the statewide cost estimate is $4,792,337 for 2016-2017 and $4,915,860 for
2017-2018 and is based on an estimated unit cost for each of the alleged state-mandated

activities multiplied by 484,169 pupils.>

In its rebuttal comments, the claimant argues that before the passage of AB 2160 in 2014, school
districts were not required to submit GPAs for all grade 12 pupils to CSAC, but only for pupils

who submitted Cal Grant applications. The claimant also explains that the time and costs to

certify GPAs are included in item 5 of the narrative, and the claimant did not include additional

costs for “ensuring” that certification is submitted on time because this activity is inseparable

%3 Exhibit A, Test Claim, pages 8, 16.
% Exhibit A, Test Claim, pages 15-17.
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from the certification activity in item 5. Further, the claimant asserts that time and costs to meet
the October 1st deadline for GPA submission is included in the costs to calculate and key grades
into the Cal Grant system. Finally, the claimant asserts that CSAC started requiring verification
of high school graduation “immediately following the passage of Education Code section
69432.92.” The claimant also submitted two CSAC memos regarding school district verification
of high school graduation.>®

In comments on the Draft Proposed Decision, the claimant agrees with the Draft Proposed
Decision, except for the recommendation to deny reimbursement for the activity to certify GPAs
to CSAC by a statutory deadline. The claimant argues that the authorities cited for the rule that
“increased costs alone do not establish a reimbursable state-mandated program” are not
applicable to this case. Specifically, the claimant states that the authorities cited all refer to
County of Los Angeles v. State of California (1987) 43 Cal.3d 55-56, which does not define
“higher level of service.” Rather the case discusses a definition of “programs” as providing a
service to the public and not providing worker’s compensation benefits. The claimant also cites
an entry from the 1973 Assembly Journal that gives a definition of “increased level of service” to
include “performing more acts ... which result in additional costs” to local governments or
school districts. Thus, the claimant argues that certifying GPAs for all seniors, not only those
who “apply for student loans,” is a higher level of service that should be reimbursable.

B. The Department of Finance

In its comments on the Test Claim, Finance argues that the requirement to submit GPA
information is not new, but was previously required under Education Code section 69432.9(c).
According to Finance, “the test claim statutes merely implement some changes that may increase
the cost of providing services that were already required to be performed . .. .”%

Finance observes that the Test Claim does not indicate what time and costs are incurred by
school districts to ensure the GPA is submitted to CSAC in time to meet the application deadline.
Finance also states that the claimant provides no evidence that submitting GPAs by October 1st
increases the cost of the alleged mandate.>®

Finance argues that the statute imposes no requirements related to the verification of high school
graduation or its equivalent. The language of Education Code section 69432.92(a) only provides
specific authorization to CSAC, but does not impose a mandate on school district. Finance also
states that charter schools are not eligible claimants.®®

% Exhibit C, Claimant’s Rebuttal Comments, pages 1-9.
% Exhibit E, Claimant’s Comments on the Draft Proposed Decision, pages 1-2.
57 Exhibit B, Department of Finance’s Comments on the Test Claim, pages 1-2.
%8 Exhibit B, Department of Finance’s Comments on the Test Claim, page 2.
%9 Exhibit B, Department of Finance’s Comments on the Test Claim, page 2.
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Finally, Finance points to funds made available to school districts that could fully pay for the
program, such as the Local Control Funding Formula®® and the College Readiness Block Grant.5*
According to Finance, these available funds should offset any claims, and would “exceed the
actual or estimated costs alleged by the claimant and the statewide cost estimate alleged in the
claim.”®2

Finance did not file comments on the Draft Proposed Decision.
C. The California Student Aid Commission

CSAC has not filed comments on the Test Claim or the Draft Proposed Decision.
D. California Department of Education

The California Department of Education has not filed comments on the Test Claim or the Draft
Proposed Decision.

IV.  Discussion
Article XII1 B, section 6 of the California Constitution provides in relevant part the following:

Whenever the Legislature or any state agency mandates a new program or higher
level of service on any local government, the state shall provide a subvention of
funds to reimburse such local government for the costs of such programs or
increased level of service...

The purpose of article XI1I B, section 6 is to “preclude the state from shifting financial
responsibility for carrying out governmental functions to local agencies, which are ‘ill equipped’
to assume increased financial responsibilities because of the taxing and spending limitations that
articles X111 A and X111 B impose.”% Thus, the subvention requirement of section 6 is “directed
to state-mandated increases in the services provided by [local government] ...”5

Reimbursement under article X111 B, section 6 is required when the following elements are met:

1. A state statute or executive order requires or “mandates” local agencies or school
districts to perform an activity.®®

2. The mandated activity constitutes a “program” that either:
a. Carries out the governmental function of providing a service to the public; or

%0 Exhibit B, Department of Finance’s Comments on the Test Claim, page 2.

®1 Exhibit B, Department of Finance’s Comments on the Test Claim, page 3.

52 Exhibit B, Department of Finance’s Comments on the Test Claim, page 3.

%3 County of San Diego v. State of California (1997) 15 Cal.4th 68, 81.

64 County of Los Angeles v. State of California (1987) 43 Cal.3d 46, 56.

%5 San Diego Unified School Dist. v. Commission on State Mandates (2004) 33 Cal.4th. 859, 874.
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b. Imposes unique requirements on local agencies or school districts and does not
apply generally to all residents and entities in the state.®

3. The mandated activity is new when compared with the legal requirements in effect
immediately before the enactment of the test claim statute or executive order and it
increases the level of service provided to the public.®’

4. The mandated activity results in the local agency or school district incurring increased
costs, within the meaning of section 17514. Increased costs, however, are not
reimbursable if an exception identified in Government Code section 17556 applies to
the activity.5®

The Commission is vested with exclusive authority to adjudicate disputes over the existence of
state-mandated programs within the meaning of article XIII B, section 6 of the California
Constitution.®® The determination whether a statute or executive order imposes a reimbursable
state-mandated program is a question of law.”® In making its decisions, the Commission must
strictly construe article XIII B, section 6 of the California Constitution, and not apply it as an
“equitable g(lemedy to cure the perceived unfairness resulting from political decisions on funding
priorities.”

A. The Test Claim Was Timely Filed Pursuant to Government Code Section 17551(c)
and Section 1183.1(c) of the Commission’s Regulations.

Government Code section 17551(c) states: “Local agency and school district test claims shall be
filed not later than 12 months following the effective date of a statute or executive order, or
within 12 months of incurring increased costs as a result of a statute or executive order,
whichever is later.” Section 1183.1(c) of the Commission’s regulations states:

Except as provided in Government Code sections 17573 and 17574, any test
claim or amendment filed with the Commission must be filed not later than 12
months following the effective date of the statute or executive order, or within 12
months of first incurring costs as a result of a statute or executive order,
whichever is later. For purposes of claiming based on the date of first incurring

% San Diego Unified School Dist. v. Commission on State Mandates (2004) 33 Cal.4th. 859, 874-
875 (reaffirming the test set out in County of Los Angeles v. State of California (1987) 43 Cal.3d
46, 56).

67 San Diego Unified School Dist. v. Commission on State Mandates (2004) 33 Cal.4th. 859, 874-
875, 878; Lucia Mar Unified School District v. Honig (1988) 44 Cal.3d 830, 835.

%8 County of Fresno v. State of California (1991) 53 Cal.3d 482, 487; County of Sonoma v.
Commission on State Mandates (Cal. Ct. App. 1st Dist. 2000) 84 Cal.App.4th 1265, 1284;
Government Code sections 17514 and 17556.

%9 Kinlaw v. State of California (1991) 53 Cal.3d 482, 487.
70 County of San Diego v. State of California (1997) 15 Cal.4th 68, 109.

> County of Sonoma v. Commission on State Mandates 84 Cal.App.4th 1265, 1280 [citing City
of San Jose v. State of California (1996) 45 Cal.App.4th 1802, 1817].
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costs, “within 12 months” means by June 30 of the fiscal year following the fiscal
year in which increased costs were first incurred by the test claimant.

The Test Claim was filed on June 26, 2017, and pleads Statutes 2016, chapter 82, which became
effective on January 1, 2017. Because the statute became effective within 12 months of when
the Test Claim was filed, the Test Claim is timely with respect to the 2016 statute.

The Test Claim also pleads Statutes 2014, chapter 679, which became effective on

January 1, 2015, and Statutes 2015, chapter 637, which became effective on January 1, 2016.
Both of these statutes became effective more than 12 months before the Test Claim was filed.
However, the claimant states that it first incurred costs under Statutes 2014, chapter 679, (AB
2160) on September 1, 2015,? which is within the 2015-2016 fiscal year. The Test Claim was
filed on June 26, 2017, which is “by June 30 of the fiscal year following the fiscal year in which
increased costs were first incurred by the test claimant.” "

The claimant stated that it first incurred costs under Statutes 2015, chapter 637, (AB 1091) on
either September 1, 2016 or November 1, 2016.”* Because the Test Claim was filed on

June 26, 2017, it complies with the deadline imposed by Government Code section 17551(c) and
section 1183.1(c) of the regulations because it was filed “within 12 months of incurring
increased costs as a result of a statute or executive order.”

In sum, the Commission finds that the Test Claim was filed within the deadlines imposed by
Government Code section 17551(c) and section 1183.1(c) of the Commission’s regulations.
Therefore, the Commission has jurisdiction over the Test Claim.

B. Do the Test Claim Statutes Impose a State-Mandated New Program or Higher Level
of Service on School Districts Within the Meaning of Article X111 B, Section 6 of the
California Constitution?

1. The requirement to provide written notification to pupils of the opportunity to opt out
of being deemed a Cal Grant applicant constitutes a state-mandated new program or
higher level of service (Ed. Code, §69432.9(d), Stats 2014, ch. 679, Stats. 2016, ch.

82).

Effective January 1, 2015, Statutes 2014, chapter 679 added subdivision (d) to Education Code
section 69432.9, to require school districts, for the first time, to provide written notification, by
October 15, to each grade 12 pupil (or pupil’s parent or guardian for pupils under age 18) that the
pupil will be automatically deemed a Cal Grant applicant unless the pupil opts out. The opt-out
provision states:

(d) (1) The school district or charter school shall, no later than October 15 of a
pupil's grade 12 academic year, notify, in writing, each grade 12 pupil and, for a

2 Exhibit A, Test Claim, page 19.
73 California Code of Regulations, title 2, section 1183.1(c).

4 Exhibit A, Test Claim, page 19. On page 3, the claimant alleges that costs were first incurred
on November 1, 2016, but page 19 of the Test Claim, a declaration under penalty of perjury in
accordance with section 1187.5(b) of the Commission’s regulations, states the date was
September 1, 2016.
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pupil under 18 years of age, his or her parent or guardian that, pursuant to
subdivision (a), the pupil will be deemed a Cal Grant applicant unless the pupil
opts out within a period of time specified in the notice, which shall not be less
than 30 days. The required notice shall indicate when the school will first send
grade point averages to the commission. The school district or charter school shall
provide an opportunity for the pupil to opt out of being automatically deemed a
Cal Grant applicant.

(2) Until a pupil turns 18 years of age, only a parent or guardian may opt the
pupil out. Once a pupil turns 18 years of age, only the pupil may opt himself or
herself out and, if prior to the conclusion of the notice period, the pupil may opt in
over the prior decision of a parent or guardian to opt out.

Under Education Code section 69432.9(d), the first written opt-out notice to grade 12 pupils was
required to be sent by October 15, 2015, for pupils in the 2016 graduating class.” The notice
was required to state that “the pupil will be deemed a Cal Grant applicant unless the pupil opts
out within a period of time specified in the notice, which shall not be less than 30 days,” and to
indicate when the school will first send GPAs to CSAC.

In addition, the school district is required to “provide an opportunity for the pupil to opt out of
being automatically deemed a Cal Grant applicant. CSAC developed a sample Cal Grant Opt-
Out Form in English and Spanish, which is available on its website, for school districts to
comply with the opt-out requirement.’® Thus, school districts are not required by the state to
develop their own op-out notice. The sample form explains that

With the implementation of Assembly Bill 2160, California public high schools
are required to submit a high school Grade Point Average (GPA) for all
graduating seniors, unless the student or parent has opted out of the submission
process. California Education Code section 69432.9 requires the school district,
high school or charter school, no later than October 15 of a pupil’s grade 12
academic year, to notify, in writing, each grade 12 pupil and his or her parent or
guardian that the pupil will be deemed a Cal Grant applicant unless the pupil is
opted out prior to the high school’s submission of GPAs to the California Student
Aid Commission (Commission). Students who do not opt out will have their high
school GPA submitted to the California Student Aid Commission to be
considered for a Cal Grant award. If you do not want your school to report your
GPA, please complete this form and return it to your high school counselor.

7> Exhibit F, California Student Aid Commission, Letter to High School Administrators “The
Ting Bill Requirements Letter.” The letter states “The law became effective in the 2015-2016
academic year; thus, GPAs for 2015-2016 seniors must be submitted before March 2, 2016.
GPAs must be subsequently submitted each year thereafter by the March 2 deadline.” See
http://www.csac.ca.gov/ting_bill.asp, accessed on October 26, 2017.

76 Exhibit F, California Student Aid Commission, Cal Grant GPA Opt Out Form.
http://www.csac.ca.gov/pubs/forms/arnt frm/gpa opt out.pdf, accessed October 16, 2017.
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By signing and submitting the CSAC sample form, the pupil is electing not to have his or her
school report the high school Cal Grant GPA information and SSN (if applicable) to CSAC for
use in the Cal Grant application process.

The claimant alleges the following activities are required to comply with section 69432.9(d), and
are eligible for reimbursement under article XII1 B, section 6 of the California Constitution:

e Time and costs incurred by school districts, county offices of education, and
charter schools, no later than October 15 of a pupil's grade 12 academic year, to
notify, in writing, each grade 12 pupil and, for a pupil under 18 years of age, his
or her parent or guardian that, pursuant to subdivision (a), the pupil will be
deemed a Cal Grant applicant unless the pupil opts out within a period of time
specified in the notice, which shall not be less than 30 days. The required notice
shall indicate when the school will first send grade point averages to the
commission. The school district, county office of education or charter school
shall provide an opportunity for the pupil to opt out of being automatically
deemed a Cal Grant applicant.

e Time and costs incurred by school districts, county offices of education, and
charter schools to notify pupils by January 1 of their grade 11 academic year so
the pupil can opt out of the program. Additionally, school districts, county offices
of education, and charter schools are now required to send an “Opt Out” notice to
each pupil in grade 12.7

Based on the mandatory language of the test claim statute,’® the Commission finds that providing
written notice by October 15 to all grade 12 pupils, which (1) states “the pupil will be deemed a
Cal Grant applicant unless the pupil opts out within a period of time specified in the notice,
which shall not be less than 30 days;” (2) identifies when the school will first send grade point
averages to CSAC; and (3) provides an opportunity for the pupil to opt out of being
automatically deemed a Cal Grant applicant, is a state-mandated activity. Preexisting law did not
require a notice or opportunity to opt-out of the Cal Grant application process because, prior to
the test claim statutes, it was the responsibility of a pupil seeking a Cal Grant to file an
application.” Thus, the activity is newly mandated beginning January 1, 2015.

Effective January 1, 2017, Statutes 2016, chapter 82, amended section 69432.9(d) to require
sending the opt-out notification to pupils by January 1 of the pupil’s grade 11 academic year,
instead of by October 15 of the pupil’s grade 12 academic year. On March 27, 2017, CSAC
issued a “Special Alert” to high school district superintendents, principals, and counselors,
explaining the changes made by the 2016 statute, and stating that “the opt-out notification should
be sent to the class of 2018 before the end of their junior year.”°

T Exhibit A, Test Claim, pages 14-15.
78 Education Code section 75: “‘Shall’ is mandatory and ‘may’ is permissive.”

79 California Code of Regulations, title 5, sections 30008(c) and 30023(a)(2). See also section
30002, which defines an “eligible applicant.”

8 Exhibit F, California Student Aid Commission, Special Alert to High School Principals, High
School Counselors, and County and District Superintendents, March 27, 2017.
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Thus, under these test claim statutes, school districts were required to provide grade 12 pupils in
the classes of 2016 and 2017 the opt-out notice by October 15, 2015 and 2016, under Statutes
2014, chapter 679. School districts were also required to provide the opt-out notice to the class
of 2018 when those pupils were in grade 11 pursuant to Education Code section 69432.9(d), as
amended by the 2016 statute, by January 1, 2017. CSAC’s “Special Alert” recommended that
the notices be sent to the class of 2018 before the end of their junior year; i.e., before summer
break in 2017, to comply with the statute.®? Future classes are required to receive the opt-out
notice by January 1 of their junior year.

Therefore, the Commission finds that Education Code section 69432.9(d), as amended by the
2014 and 2016 test claim statutes, imposes a new state-mandated activity to provide a written Cal
Grant opt-out notice as follows:

e Beginning January 1, 2015, providing written notice by October 15, 2015 and 2016, to all
grade 12 pupils in the class of 2016 and class of 2017, which (1) states “the pupil will be
deemed a Cal Grant applicant unless the pupil opts out within a period of time specified
in the notice, which shall not be less than 30 days;” (2) identifies when the school will
first send grade point averages to CSAC; and (3) provides an opportunity for the pupil to
opt out of being automatically deemed a Cal Grant applicant; and

e Beginning January 1, 2017, providing written notice by January 1st to all grade 11 pupils,
beginning with the class of 2018, which (1) states “the pupil will be deemed a Cal Grant
applicant unless the pupil opts out within a period of time specified in the notice, which
shall not be less than 30 days;” (2) identifies when the school will first send grade point
averages to CSAC; and (3) provides an opportunity for the pupil to opt out of being
automatically deemed a Cal Grant applicant, is a new state-mandated activity.

In addition, these newly mandated activities provide a service to the public by increasing access

to college financial aid to California students and thus, impose a new program or higher level of
H 82

service.

Accordingly, the Commission finds that Education Code section 69432.9(d), as amended by the
2014 and 2016 test claim statutes, mandates a new program or higher level of service for the
activities bulleted above.

2. The requirement to electronically submit GPAs for grade 12 pupils to CSAC
constitutes a state-mandated new program or higher level of service. Certifying
GPAs to CSAC is not a state-mandated new program or higher level of service, and

http://www.csac.ca.gov/secured/specialalerts/2017/GSA%202017-13.pdf, as of
October 27, 2017.

81 Exhibit F, California Student Aid Commission, Special Alert to High School Principals, High
School Counselors, and County and District Superintendents, March 27, 2017.
http://www.csac.ca.gov/secured/specialalerts/2017/GSA%202017-13.pdf, as of

October 27, 2017.

82 Exhibit F, Senate Committee on Education, Analysis of AB 2160 (2013-2014 Reg. Sess.) as
amended June 18, 2014, pages 3-4.
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submitting SSNs to CSAC is not a state mandate. (Ed. Code, 869432.9(c)(2), Stats
2014, ch. 679, Stats. 2016, ch. 82.)

Under prior law, a Cal Grant applicant was responsible for submitting a complete official
financial aid application to CSAC by the statutory deadlines pursuant to Education Code section
69432.9(a), which included the applicant’s GPA, certified under penalty of perjury by a school
official, submitted upon the applicant’s request pursuant to Education Code section 69432.9(c).
The Legislature stated its intent in former section 69432.9(c) that high schools certify their
pupil’s GPAs in time to meet the Cal Grant application deadlines imposed by this chapter, which
for high school pupils was March 2.8 Education Code section 69432.9(c), as last amended by
Statutes 2011, chapter 7, stated:

The commission shall require that a grade point average be submitted for all Cal
Grant A and B applicants, except for those permitted to provide test scores in lieu
of a grade point average. The commission shall require that each report of a grade
point average include a certification, executed under penalty of perjury, by a
school official, that the grade point average reported is accurately reported. The
certification shall include a statement that it is subject to review by the
commission or its designee. The commission shall adopt regulations that
establish a grace period for receipt of the grade point average and any appropriate
corrections, and that set forth the circumstances under which a student may
submit a specified test score designated by the commission, by regulation, in lieu
of submitting a qualifying grade point average. It is the intent of the Legislature
that high schools and institutions of higher education certify the grade point
averages of their students in time to meet the application deadlines imposed by
this chapter.*

Statutes 2014, chapter 679 amended Education Code section 69432.9(a) to automatically deem
each pupil enrolled in grade 12 a Cal Grant applicant, unless the pupil opts out following written
notice from the school district. It also added subdivision (c)(2) to require a GPA be submitted
electronically for all grade 12 pupils, and not just for pupils who apply for a Cal Grant:

The commission shall require that a grade point average be submitted to it
electronically for all grade 12 pupils at public schools, including charter schools,
each academic year, except for pupils who have opted out as provided in
subdivision (d). Social security numbers shall not be included in the information
submitted to the commission. However, if the commission determines that a
social security number is required to complete the application for financial aid,
the school, school district, or charter school may obtain permission from the

8 Education Code sections 69434(b)(1) and 69435.3(a)(1).

8 See also California Code of Regulations, title 5, section 30008(c) that states: “Every high
school grade point average reported to the Commission shall include a certification under penalty
of perjury from the school official filing the report that the grade point average is accurately
reported to the best of his or her knowledge. The certification shall include a statement that it is
subject to review by the Commission or its designee. It is the responsibility of the applicant to
have his or her high school grade point average reported.” This regulation was enacted in 2001.
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parent or guardian of the pupil, or the pupil, if he or she is 18 years of age, to
submit the pupil’s social security number to the commission.

The 2014 test claim statute then renumbered, without changes to the language, the existing
provisions in former section 69432.9(c), to section 69432.9(c)(1), (3), (4), (5) as follows:

(1) The commission shall require that a grade point average be submitted for all Cal
Grant A and B applicants, except for those permitted to provide test scores in lieu
of a grade point average.

[1]...[M

(3) The commission shall require that each report of a grade point average include a
certification, executed under penalty of perjury, by a school official, that the grade
point average reported is accurately reported. The certification shall include a
statement that it is subject to review by the commission or its designee.

(4) The commission shall adopt regulations that establish a grace period for receipt of
the grade point average and any appropriate corrections, and that set forth the
circumstances under which a student may submit a specified test score designated
by the commission, by regulation, in lieu of submitting a qualifying grade point
average.

(5) Itis the intent of the Legislature that high schools and institutions of higher
education certify the grade point averages of their students in time to meet the
application deadlines imposed by this chapter.

Clarifying changes to subdivision (c)(2) were later made by the 2015 and 2016 test claim
statutes. Statutes 2015, chapter 637 amended subdivision (c)(2) to clarify that GPASs be
electronically submitted on a “standardized form.” Statutes 2016, chapter 82 amended
subdivision (c)(2), to specify a date that GPAs for grade 12 pupils are to be submitted to CSAC;
“no later than October 1 of each academic year.” Under prior law, GPAs for Cal Grant
applicants had to be submitted before the March 2 deadline.

The claimant alleges that the following activities are required to comply with these statutes, and
are eligible for reimbursement under article X111 B, section 6 of the California Constitution:

e Time and costs incurred by school districts, county offices of education, and
charter schools to review records, correct, update and submit grade point
averages to the CSAC for all grade 12 pupils prior to October 15 of each
year.®

e Time and costs incurred by school districts, county offices of education, and
charter schools to submit each student’s grade point averages electronically,
on a standardized form, for all grade 12 pupils at public schools, including
charter schools.®

8 Exhibit A, Test Claim, page 13.
8 Exhibit A, Test Claim, page 13.
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e Time and costs incurred by school districts, county offices of education, and
charter schools for including a certification to CSAC, executed under penalty
of perjury by a school official, that the grade point average is accurately
reported. The certification shall include a statement that it is subject to review
by CSAC or its designee.®’

e Time and costs incurred by school districts, county offices of education, and charter
schools to ensure the grade point average certification is submitted to CSAC in time
to meet the application deadline imposed by this chapter.®

e Time and costs incurred by school districts, county offices of education, and charter
schools to comply with CSAC requests for social security numbers including time
and costs to obtain permission from the parent or guardian, or pupil, if he or she is 18,
and to submit the pupil’s social security number to CSAC.%

Finance contends that “reporting” GPAs is not newly required. “Specifically, if asked by any
student, the existing law would have required a school district or county office of education” to
certify GPAs to CSAC.%°

a) Education Code section 69432.9(c) does not impose a new program or higher
level of service to certify GPAs for grade 12 pupils.

Education Code section 69432.9(c)(2), as amended by the 2014 test claim statute, states that “the
commission shall require that a grade point average be submitted to it electronically for all grade
12 pupils at public schools, including charter schools, each academic year, except for pupils who
have opted out as provided in subdivision (d).” Section 69432.9(c)(3), a provision that was
simply renumbered from former section 69432.9(c) without substantive change, requires that
“each report of grade point average include a certification, executed under penalty of perjury, by
a school official, that the grade point average reported is accurately reported. The certification
shall include a statement that it is subject to review by the commission or its designee.”®* Thus
subdivision (c), as amended, requires school districts to now certify GPAs for all grade 12 pupils,
and not just for those grade 12 pupils who apply for a Cal Grant.

The Commission finds that the activity to certify GPAs for all grade 12 pupils, as required by
Education Code section 69432.9(c), does not constitute a new program or higher level of service.
School districts have long been required to certify GPAs under penalty of perjury for Cal Grant
applicants.®? Although school districts may now have to certify more GPAs than under prior

87 Exhibit A, Test Claim, page 14.

8 Exhibit A, Test Claim, page 14.

8 Exhibit A, Test Claim, pages 13-14.

% Exhibit B, Department of Finance’s Comments on Test Claim, pages 1 and 2.

%1 Former Education Code section 69432.9(c) (as last amended by Stats. 2011, ch. 7).

92 Former Education Code section 69432.9(c) (as last amended by Stats. 2011, ch. 7); see also,
California Code of Regulations, title 5, section 30008.
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law, and may or may not incur increased costs to do so,% increased costs alone do not establish a
reimbursable state-mandated program.®* As explained by the California Supreme Court, “a
reimbursable ‘higher level of service’ concerning an existing ‘program’ [exists] when a state law
or executive order mandates not merely some change that increases the cost of providing
services, but an increase in the actual level or quality of governmental services provided.”%

In comments on the Draft Proposed Decision, the claimant argues that the authorities cited for
the rule that “increased costs alone do not establish a reimbursable state-mandated program” are
not applicable to this case. Specifically, the claimant states that those authorities all cite to
County of Los Angeles v. State of California (1987) 43 Cal.3d 55-56, which does not define
“higher level of service,” but discusses the definition of “programs” as providing a service to the
public and not providing worker’s compensation benefits. The claimant also cites an entry from
the 1973 Assembly Journal that defines “increased level of service” as “performing more acts ...
which result in additional costs” to local governments or school districts. Thus, the claimant
argues that certifying GPAs for all pupils, not only those who “apply for student loans,” is a
higher level of service that should be reimbursable.®

The Commission disagrees with the claimant’s interpretation of the law. First, the 1973
Assembly Journal is not relevant. The 1973 Assembly Journal summarized former Revenue and
Taxation Code sections 2201, et seq. (Property Tax Relief Act of 1972, otherwise known as the
SB 90 program), which defined “increased level of service” anytime that costs were increased
under former Revenue and Taxation Code section 2207. That section defined “costs mandated
by the state” broadly to include situations where the same program or service was previously
required, but costs were later increased by a change made by statute or executive order. For
example, reimbursement under former Revenue and Taxation Code section 2207 was required
for statutes or executive orders that “prohibit[ed] a specific activity which results in the local
agencies using a more costly alternative to provide a mandated program or service;” for statutes
or executive orders that required “an existing program or service be provided in a shorter period
and thereby increases the costs of the program or service;” and for statutes or executive orders

93 Exhibit F, Senate Committee on Education, Analysis of AB 2160 (2013-2014 Reg. Sess.) as
amended June 18, 2014, page 3 (stating that both San Francisco Unified and Los Angeles
Unified experienced costs savings since counselors no longer had to complete individual paper
forms).

% County of Los Angeles v. State of California (1987) 43 Cal.3d 55-56; Lucia Mar Unified
School District v. Honig (1988) 44 Cal.3d 830, 835; County of San Diego v. State of California
(1997) 15 Cal.4th 68, 81; Department of Finance v. Commission on State Mandates (2003) 30
Cal.4th 727, 735; San Diego Unified School Dist. v. Commission on State Mandates (2004) 33
Cal.4th 859, 876-877.

% San Diego Unified School Dist. v. Commission on State Mandates (2004) 33 Cal.4th 859, 877.
% Exhibit E, Claimant’s Comments on the Draft Proposed Decision, pages 1-2.
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that “add[ed] new requirements to an existing optional program or service and thereby increases
the cost of such program or service.”®’

California mandates jurisprudence is no longer governed by the Revenue and Taxation Code.%
Rather, the current law governing mandate reimbursement is article XI1I B, section 6 of the
California Constitution (as added by Proposition 4 in 1979), Government Code section 17500 et
seq. (as added by Stats. 1984, ch. 1459), and the case law interpreting those provisions. In 1987,
the California Supreme Court in the County of Los Angeles case explained that under the
repealed Revenue and Taxation Code sections of SB 90, “*additional costs’ may have been
deemed tantamount to an ‘increased level of service,” but not under the post-1975 statutory
scheme.”®® The court made it clear that construing the meaning of article X111 B, section 6 of the
California Constitution “is not focused on what the Legislature intended in adopting the former
statutory reimbursement scheme, but rather on what the voters meant when they adopted article
X111 B in 1979.”71% Moreover, as recently as 2004, the California Supreme Court interpreted
article XIII B, section 6 and Government Code section 17500 et seq. to find that “simply because
a state law or order may increase the costs borne by local government in providing services, this
does not necessarily establish that the law or order constitutes an increased or higher level of the
resulting ‘service to the public.””1%t A “higher level of service” exists when the requirements are
new in comparison with the preexisting scheme and enhance the service to the public.'% In this
case, the requirement for school districts to certify GPAs for Cal Grant eligibility is not new.

Accordingly, although school districts may now have to certify more GPAs than under prior law,
and may incur increased costs to do so, the activity of certifying GPAs for grade 12 pupils does
not impose a new program or higher level of service.

b) The requirement to electronically submit GPAs for grade 12 pupils to CSAC
mandates a new program or higher level of service (Ed. Code, §69432.9(c)(2),
Stats 2014, ch. 679, Stats. 2016, ch. 82.)

Former Education Code section 69432.9(c) required that a GPA be submitted and certified for all
Cal Grant A and B Entitlement applicants by the March 2 statutory deadline.’®® Prior to the 2014
test claim statute, a pupil’s GPA could be submitted by either the pupil or the school, on paper or

97 See County of Contra Costa v. State of California (1986) 177 Cal.App.3d 62, 69-70, quoting
former Revenue and Taxation Code section 2207.

% In fact, former Revenue and Taxation Code sections 2207 and 2231, were repealed by Statutes
1989, chapter 589. For an historical perspective and summary of the former statutory scheme,
see County of Contra Costa v. State of California (1986) 177 Cal.App.3d 62, 66-71.

% County of Los Angeles v. State of California (1987) 43 Cal.3d 46, 55.
100 County of Los Angeles v. State of California (1987) 43 Cal.3d 46, 56 (emphasis added).

101 San Diego Unified School Dist. v. Commission on State Mandates (2004) 33 Cal.4th 859, 877.
Emphasis in original.

102 San Diego Unified School Dist. v. Commission on State Mandates (2004) 33 Cal.4th 859, 878.
103 Education Code section 69432.9(c), as last amended by Statutes 2011, chapter 7
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electronically.’®* As stated in the Senate Appropriations Committee analysis of AB 2160 (Stats.
2014, ch. 679):

Currently, there is no standard practice for submitting GPA verification to the
CSAC. Some schools submit hard copy verification forms, others submit GPAs
electronically, and still others rely on their students to submit the verification
forms themselves (once signed by a school official).%®

CSAC regulations, however, expressly placed the responsibility for GPA submission on the Cal
Grant applicant: “All Cal Grant A and B applicants shall submit a grade point average”% and,
“It is the responsibility of the applicant to have his or her high school grade point average
reported.” %

The 2014 test claim statute amended Education Code section 69432.9(c)(2) to require electronic
submission of GPAs for all grade 12 pupils as follows: “The commission shall require that a
grade point average be submitted to it electronically for all grade 12 pupils at public schools,
including charter schools, each academic year, except for pupils who have opted out as provided
in subdivision (d).” As stated in preexisting law, the grade point average had to be submitted by
the statutory deadline.'® As amended by the 2016 test claim statute, the GPAs are now required
to be submitted “no later than October 1 of each academic year.”

Finance argues that the requirement for school districts to submit GPAs to CSAC is not new.
Rather, it merely increases the costs of services that were already required.®® The claimant
responds that prior to AB 2160, school districts were not required to submit GPAs for all pupils
in grade 12. They were only required for pupils who submitted a Cal Grant application.*°

104 Exhibit F, California Student Aid Commission, “Non-SSN GPA Q & A For the 2013-14 Cal
Grant Application Year,” dated October 11, 2012.
(http://www.csac.ca.gov/pubs/forms/grnt_frm/non_ssn_gpa_ga.pdf); See also, Cal Grant
Manual, chapter 4.1, “The Cal Grant Application Process,” December 2005.

105 Exhibit F, Senate Appropriations Committee, Analysis of AB 2160 (2013-2014 Reg. Sess.) as
amended June 18, 2014, pages 1-2.

106 California Code of Regulations, title 5, section 30023(a).

107 California Code of Regulations, title 5, sections 30008(c) and 30023(a)(2). See also section
30002, which defines an “eligible applicant.”

108 Education Code sections 69432.9 (as amended by Stats. 2011, ch. 7), 69433 (as added by
Stats. 2000, ch. 403); Education Code section 69434(b)(1) (as last amended by Stats. 2009, ch.
644.); Education Code section 69435.3(a)(1) (as last amended by Stats. 2001, ch. 8); Former
Education Code section 69432.9(c) (renumbered to (c)(5) by the 2014 test claim statute) [which
states that “It is the intent of the Legislature that high schools . . . certify the grade point averages
of their students in time to meet the application deadlines imposed by this chapter]; California
Code of Regulations, title 5, sections 30007, 30008, 30023(a)(b).

109 Exhibit B, Department of Finance’s Comments on the Test Claim, page 1.

110 Exhibit C, Claimant’s Rebuttal Comments, pages 2-3.
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The plain language of section 69432.9(c)(2) does not specify who is required to submit the GPA
to CSAC, and existing CSAC regulations continue to place the ultimate responsibility on the
applicant to make sure his or her high school GPA has been reported.'** However, both CSAC
and the California Department of Education have interpreted section 69432.9(c)(2) as requiring
the school district to electronically submit the GPAs for all grade 12 pupils each academic year.
On January 25, 2016, the Department of Education issued an official letter to “County and
District Superintendents, Charter School Administrators, and High School Principals” that states
in relevant part:

I am writing to remind you of a new law that affects your high school campus.
Assembly Bill 2160 (Chapter 679, Statutes of 2014), commonly referred to as the
“Ting Bill,” was signed into law in September 2014, amending Section 69432.9
of the California Education Code. This law mandates that all public schools
electronically submit grade point averages (GPASs) for grade twelve students to
the California Student Aid Commission (CSAC). ...

Electronic submission is required each academic year for all grade twelve pupils
except for individual students who opt out. GPAs for seniors in the 2015-16
school year must be submitted before March 2, 2016.

[1]...[M

Schools and districts that have not previously uploaded GPAs to the CSAC
electronically should plan to do so immediately upon receiving WebGrants
access; staff involved with GPA uploads must have list-serv subscription to
receive notification when the system opens. To subscribe, to the CSAC List-serv
Subscription submission and other topics available on the CSAC Webinar
Trainings Web page ...

CSAC’s October 10, 2016 memo to High School Counselors, High School Principals, and
County and District Superintendents, states in pertinent part:

This Operations Memo from the California Student Aid Commission
(Commission) reminds public high schools and charter high schools of Education
Code section 69432.9, which requires schools to electronically submit GPA data
for their grade 12 pupils for the 2017-18 grant programs.**3

As the agencies required to provide oversight to K-12 school districts and to implement the Cal
Grant program for grade 12 pupils, these interpretations are entitled to great respect by the

111 california Code of Regulations, title 5, sections 30008(c) and 30023(a)(2).

112 Exhibit F, California Department of Education, Official Letter to County and District
Superintendents, Charter School Administrators, High School Principals, and High School
Counselors, January 25, 2016. (Emphasis in original.) See also California Department of
Education, Letter to County and District Superintendents, Charter School Administrators, High
School Principals, and High School Counselors, September 19, 2017.

113 Exhibit F, California Student Aid Commission, Memo to High School Principals, High
School Counselors, and County and District Superintendents, October 10, 2016. Emphasis
added.
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courts.** In addition, these interpretations are consistent with the legislative history of the test
claim statute. As discussed above in the background, the legislative intent of Statutes 2014,
chapter 679 was to implement a report by Education Trust-West that recommended school
districts electronically submit GPAs for all pupils because “it has proven effective in getting
more students into the pipeline for college aid. A number of districts that have shifted to this
practice have seen dramatic gains in the number of Cal Grant awards offered to their
students."1°

In addition, although some school districts in the state (e.g., San Francisco Unified and Los
Angeles Unified) were electronically submitting GPAs for all grade 12 pupils before the 2014
test claim statute on a voluntary basis, and the legislative history indicates that they experienced
cost savings as a result,* electronically submitting GPAs to CSAC is still a new state-mandated
activity because there was no legal requirement for school districts to do so under prior law.
Government Code section 17565 states that “If a local agency or school district, at its option, has
been incurring costs which are subsequently mandated by the state, the state shall reimburse the
local agency or school district for those costs after the operative date of the mandate.”

Therefore, any increased costs that any eligible school district incurs, and that are mandated by
the State as a result of this newly mandated activity, are reimbursable.

Therefore, the Commission finds that Education Code section 69432.9(c)(2) (Stats. 2014, ch.
679) imposes a new state-mandated activity to:

e Electronically submit to CSAC the GPAs for all grade 12 pupils each academic year,
except for pupils who opt out in accordance with section 69432.9(d).

This mandated activity provides a service to the public by boosting access to college financial
aid to California students and thus, imposes a new program or higher level of service.!’

c) Education Code section 69432.9(c)(2) does not mandate a new program or higher
level of service to submit pupil SSNs to CSAC.

Education Code section 69432.9(c)(2), as amended by the 2014 test claim statute, states that a
pupil’s SSN shall not be included in the information submitted to CSAC. If CSAC determines
that a SSN is necessary to complete the Cal Grant application, the school district “may obtain
permission” to submit the SSN to CSAC. The relevant language in section 69432.9(c)(2) states:

Social security numbers shall not be included in the information submitted to the
commission. However, if the commission determines that a social security

114 yamaha Corp. of America v. State Board of Equalization (1988) 19 Cal.4th 1, 4, 7.

115 Assembly Floor, Analysis of AB 2160 (2013-2014 Reg. Sess.) as amended August 18, 2014,
page 3.

118 Exhibit F, Senate Committee on Education, Analysis of AB 2160 (2013-2014 Reg. Sess.) as
amended June 18, 2014, page 3 (stating that both San Francisco Unified and Los Angeles
Unified experienced costs savings since counselors no longer had to complete individual paper
forms).

117 Exhibit F, Senate Committee on Education, Analysis of AB 2160 (2013-2014 Reg. Sess.) as
amended June 18, 2014, pages 3-4.
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number is required to complete the application for financial aid, the school,
school district, or charter school may obtain permission from the parent or
guardian of the pupil, or the pupil, if he or she is 18 years of age, to submit the
pupil’s social security number to the commission.

The claimant argues that submitting SSNs is a new required activity:

Per the CSAC website http://www.csac.ca.gov/doc.asp?id=983, Non-SSN GPA’s
are only allowed for high schools without WebGrants website access, which
means almost all, if not all the high schools in California must provide the CSAC
with the students SSN when submitting a student’s GPA. Thus requiring the
school district, county office of education or charter school to obtain permission
and submit the SSN electronically as well as the GPA for each student in 12th
grade.8

The Commission finds that providing SSNs, if requested by CSAC, is not mandated by the plain
language of Education Code section 69432.9(c)(2). The statute clearly states that SSNs shall not
be included in the information, and that “if” CSAC requests the SSN, the school district “may”
obtain permission from the pupil or the parent to submit the information. The claimant has not
pled any letter or executive order from CSAC mandating the submission of pupil SSNs.!°

Moreover, submitting SSNs upon CSAC’s request is not new. On October 11, 2012, before the
enactment of the test claim statutes, CSAC issued a “Non-SSN GPA Q & A For the 2013-14 Cal
Grant Application Year.”*?® That document indicates that SSNs are used to match the pupil
applicant’s FAFSA or Dream Act application with the GPA received in order to process the
financial aid application. The document further states that “The CSAC non-SSN GPA
submission process allows high schools, high school districts or private school central offices to
submit Entitlement Cal Grant GPAs for students without including a Social Security Number
(SSN)” as long as the high school has WebGrants access (CSAC’s on-line school user interface
to the Cal Grant program). With the WebGrants system, CSAC can use other demographic
information submitted with the GPA to match the pupil’s FAFSA or Dream Act application.?
If, however, a high school submits paper GPAs, the pupil’s SSN “must be included.”*??

118 Exhibit A, Test Claim, pages 12-13.

118 Government Code section 17553(b)(1) requires that a Test Claim include: “A written
narrative that identifies the specific sections of statutes or executive orders and the effective date
and register number of regulations alleged to contain a mandate ...” And section 17553(b)(3)(A)
states: “The written narrative shall be supported with copies of . . . The test claim statute that
includes the bill number or executive order, alleged to impose or impact a mandate.”

120 Exhibit F, California Student Aid Commission, “Non-SSN GPA Q & A For the 2013-14 Cal
Grant Application Year,” dated October 11, 2012.

121 Exhibit F, California Student Aid Commission, “Non-SSN GPA Q & A For the 2013-14 Cal
Grant Application Year,” dated October 11, 2012, page 1.

122 Exhibit F, California Student Aid Commission, “Non-SSN GPA Q & A For the 2013-14 Cal
Grant Application Year,” dated October 11, 2012, page 3.
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Because pupil SSN submission was required prior to the test claim statute, the Commission finds
that Education Code section 69432.9(c)(2) (Stats. 2014, ch. 679) does not mandate a new
program or higher level of service to submit pupil SSNs to CSAC.

3. Education Code section 69432.92 does not impose a state-mandated program on
school districts to electronically submit verification of high school graduation to
CSAC (Stats 2015, ch. 637).

As indicated in the Background, the Education Code has long required that a pupil confirm his or
her high school graduation before Cal Grant payments can be released, and either the pupil or the
school district can verify graduation.!?® Under CSAC regulations, the applicant is ultimately
responsible for verifying his or her high school graduation.'*

Statutes 2015, chapter 637, effective January 1, 2016, added section 69432.92 to the Education
Code to authorize CSAC to require verification of high school graduation or its equivalent
except for pupils who opt out, as follows:

(@) The commission may require verification of high school graduation or its
equivalent to be electronically submitted for all former grade 12 pupils who
graduated from public schools, including charter schools, in the prior
academic year, except for pupils who have opted out as provided in
subdivision (d) of Section 69432.9.

(b) It is the intent of the Legislature that high schools or high school districts
verify the graduation of their pupils in time to meet the deadlines imposed by
subdivision (e) of Section 69433.9.

The legislative history explains the purpose of the bill and the existing verification process as
follows:

According to author, many students often times become overwhelmed with the
Cal Grant application process and fail to submit verification of high school
graduation to CSAC. The author further asserts that missing this step could make
the difference between a student attending college or not. This bill aims to
streamline the financial aid process and increase Cal Grant and FAFSA
completion rates by requiring the electronic submission of high school graduation
information.

Existing process for verification. According to the CSAC the method for
providing verification varies depending on the school district. For the most part, it
is the responsibility of the school district to submit the information to CSAC;

123 Education Code section 69433.9 (as last amended by Stats. 2006, ch. 652.); Exhibit F,
California Student Aid Commission, “High School Graduation Confirmation for High Schools,
WebGrants User Guide” May 23, 2008, page 5.

124 Education Code section 69432.9(a) (as last amended by Stats. 2011, ch. 7), and still in place
today, states the following: “A Cal Grant applicant shall submit a complete official financial aid
application pursuant to Section 69433 and application regulations adopted by the commission.”
Exhibit F, California Student Aid Commission, “High School Graduation Confirmation for High
Schools, WebGrants User Guide” May 23, 2008, page 5.
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however, if the district fails to provide the information, the responsibility falls on
the student. Generally, most submissions are electronic, but thousands of paper
forms are submitted that have to be keyed in manually. This bill seeks to give the
CSAC the authority to create a standardized process for collecting information
directly from school districts when determining Cal Grant eligibility.?°

The claimant alleges that the following activities are required to comply with this statute, and are
eligible for reimbursement:

Time and costs incurred by school districts, county offices of education, and
charter schools to provide verification of high school graduation or its equivalent.
Education Code Section 69432.92(a).

Time and costs to electronically submit the graduation data for all former grade
12 pupils, in the prior academic year, including charter schools, in the prior
academic year, except for pupils who have opted out as provided in

subdivision (d) of Section 69433.9, when required by the CSAC. Education Code
Section 69432.92(a).

Time and costs incurred by school districts, county offices of education, and
charter schools to verify the graduation of their pupils, when requested by CSAC
in time to meet the deadlines imposed by subdivision (e) of Section 69433.9. This
subdivision also applies to pupils who graduate during the summer following the
grade 12 academic year. Education Code Sections 69432.92(b).*?

In rebuttal comments on the Test Claim, the claimant states that CSAC first started requiring
electronic verification of high school graduation immediately following the passage of section
69432.92.1%" The claimant includes with the comments two CSAC memos issued in 2017. The
first is a “Special Alert” dated March 27, 2017, to High School District Superintendents,
Principals, and Counselors, and the second is an “Operations Memo” dated May 24, 2017, to the
same categories of school district employees. Both memaos refer to Education Code section
69432.92(b), and both state “that high schools and high school districts are to verify the
graduation of their pupils as soon as possible upon their graduation and no later than

August 31.7128

The Commission finds that Education Code section 69432.92, as added by the 2015 test claim
statute, does not impose a state-mandated program on school districts to electronically verify the
high school graduation of all grade 12 pupils who have not opted out of the Cal Grant program.
The plain language of the statute (“the Commission may require verification of high school
graduation or its equivalent to be electronically submitted. . .”) authorizes, but does not require,
CSAC to request school districts to submit electronic verification of the high school graduation

125 Exhibit F, Senate Floor Analyses of AB 1091 (2015-2016 Reg. Sess.) as amended
June 1, 2015, page 3.

126 Exhibit A, Test Claim, pages 13-15.
127 Exhibit C, Claimant’s Rebuttal Comments, page 4.
128 Exhibit C, Claimant’s Rebuttal Comments, pages 6-7 (emphasis in original).
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for grade 12 applicants.*?® Although subdivision (b) contains a statement that the Legislature
intends that high schools or high school districts verify the graduation of their pupils in time to
meet the Cal Grant deadlines, the courts have consistently held that a statement of legislative
intent alone may not give rise to a mandatory duty.®*° Thus, the plain language of section
69432.92 does not impose any state-mandated duties.

Moreover, as indicated above, the Cal Grant process has always required that an applicant’s high
school graduation be verified before funds can be released. The legislative history of the test
claim statute makes that clear by stating that under the existing process, “it is the responsibility
of the school district to submit the information to CSAC; however, if the district fails to provide
the information, the responsibility falls on the student.”*3! The legislative history further states:

It is important to note that CSAC does authorize students to self-certify high
school graduation. This bill is not intended to change the student self-certification
process. %2

The pupil self-certification process verifying high school graduation still remains today. CSAC
created a “High School Graduation Certification Form for the Entitlement Cal Grant Program,”
which allows pupils to self-certify their high school graduation.'** And, the May 24, 2017,
CSAC “Operations Memo” provided by the claimant states that that “Students can self-certify
their high school graduation at WebGrants for Students.” 13

Most importantly however, the CSAC “Special Alert” and “Operations Memo” provided by the
claimant clearly pertains to section 69432.92 as amended by Statutes 2016, chapter 351, which
replaced the statement of legislative intent quoted above with the following:

If the commission requires verification of high school graduation or its equivalent
pursuant to subdivision (a), the commission shall provide guidance to high
schools or high school districts to ensure that high schools and high school
districts verify the graduation of their pupils as soon as possible upon a pupil’s
graduation and no later than August 31 of the academic year following the pupil’s
graduation. This subdivision also applies to pupils who graduate during the
summer following the grade 12 academic year.

129 Education Code section 75: “*Shall’ is mandatory and ‘may’ is permissive.”

130 Shamsian v. Department of Conservation (2006) 136 Cal.App.4th 621, 633; City of Arcadia v.
State Water Resources Control Board (2010) 191 Cal.App.4th 156, 176.

131 Exhibit F, Senate Floor Analysis of AB 1091 (2015-2016 Reg. Sess.) as amended
June 1, 2015, page 3.

132 Exhibit F, Assembly Third Reading, Analysis of AB 1091 (2015-2016 Reg. Sess.) as
amended June 1, 2015, page 5.

133 Exhibit F, California Student Aid Commission, “2017 High School Graduation Certification
Form for the Entitlement Cal Grant Program,” (G-8, dated 08/16)
http://csac.ca.gov/pubs/forms/grnt_frm/2016 2017 g-8 hs_graduation_verification.pdf,
accessed October 16, 2017.

134 Exhibit C, Claimant’s Rebuttal Comments, page 7.
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However, Statutes 2016, chapter 351 has not been pled in this Test Claim. The only 2016 statute
pled is Statutes 2016, chapter 82, and thus the Commission does not have jurisdiction to make
findings on Statutes 2016, chapter 351 or any unpled executive orders to implement that statute.

Accordingly, the Commission finds that Education Code section 69432.92, as added by Statutes
2015, chapter 637, does not impose a state-mandated program on school districts to
electronically verify high school graduation.

C. Education Code Section 69432.9(c)(2) and (d) (Stats 2014, ch. 679, Stats. 2016, ch.
82) Imposes Costs Mandated by the State for K-12 School Districts to Notify Pupils
of the Opportunity to Opt Out of the Cal Grant Application Process and to
Electronically Submit GPAs to CSAC Each Academic Year For All Pupils in
Grade 12.

As discussed above, the Commission finds that the following activities mandate a new program
or higher level of service:

1. Provide a written Cal Grant opt-out notice pursuant to Education Code section
69432.9(d), (Stats 2014, ch. 679, Stats. 2016, ch. 82) as follows:

e Beginning January 1, 2015, providing written notice by October 15, 2015 and 2016,
to all grade 12 pupils in the class of 2016 and class of 2017, which (1) states “the
pupil will be deemed a Cal Grant applicant unless the pupil opts out within a period
of time specified in the notice, which shall not be less than 30 days;” (2) identifies
when the school will first send grade point averages to CSAC; and (3) provides an
opportunity for the pupil to opt out of being automatically deemed a Cal Grant
applicant.

e Beginning January 1, 2017, providing written notice by January 1st to all grade 11
pupils, beginning with the class of 2018, which (1) states “the pupil will be deemed a
Cal Grant applicant unless the pupil opts out within a period of time specified in the
notice, which shall not be less than 30 days;” (2) identifies when the school will first
send grade point averages to CSAC; and (3) provides an opportunity for the pupil to
opt out of being automatically deemed a Cal Grant applicant.

2. Electronically submit to CSAC the GPAs of all grade 12 pupils by October 1 of each
academic year, except for pupils who opt out in accordance with section 69432.9(d),
pursuant to Education Code section 69432.9(c)(2) (Stats. 2014, ch. 679).

For these activities to constitute reimbursable state-mandated activities under article XI1I B,
section 6 of the California Constitution, they must result in school districts incurring increased
costs mandated by the state. Government Code section 17514 defines “costs mandated by the
state” as any increased cost that a local agency or school district incurs as a result of any statute
or executive order that mandates a new program or higher level of service. Government Code
section 17564(a) requires that no claim shall be made unless the claim exceeds $1,000.

The claimant alleges total increased costs as a result of the test claim statutes as follows: “actual
increased costs incurred by the claimant during the fiscal year for which the claim was filed to
implement the mandate: Actual: $13,099 FY 2015-16 and $14,888 for FY 2016-17.” The
claimant further alleges: “The actual or estimated annual costs that will be incurred by the
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claimant to implement the mandate during the fiscal year immediately following the fiscal year
for which the claim was filed: Estimated: $15,186 FY 2017-18.713%

Finance argues there are no increased costs mandated by the state because funds from the Local
Control Funding Formula (LCFF) and the College Readiness Block Grant are available to pay
for the cost of the new state-mandated activities. According to Finance, “The total of all of these
funds exceeds the actual or estimated costs alleged by the claimant and the statewide cost
estimate alleged in the claim.”1%

The claimant responded to Finance, citing the State Controller’s “All School District Mandated
Cost’s Claiming Instructions” that have specific line items for identifying offsetting savings or
other funding sources available for the mandate being claimed, and that require offsetting
savings to be deducted from claims. According to the claimant:

It is the responsibility of each District to determine (as the DOF [Finance] puts it)
“The total of all these funds exceeds the actual or estimated costs alleged by the
claimant”, and not an amount outside sources or other government agencies can
determine. To determine if these new laws create a new program or higher level
of service is COSM’s [the Commission’s] responsibility. It is up to each claimant
and the SCO [State Controller] to determine if the costs are 100% funded through
other avenues.**’

For the reasons below, the Commission finds that school districts incur increased costs mandated
by the state within the meaning of Government Code section 17514 for the activities listed
above, and that funding appropriated to school districts under the LCFF and the College
Readiness Block Grant do not trigger the application of Government Code section 17556(e) to
deny this Test Claim.

Government Code section 17556(e) states that the Commission shall not find costs mandated by
the state if:

The statute, executive order, or an appropriation in a Budget Act or other bill
provides for offsetting savings to local agencies or school districts that result in no
net costs to the local agencies or school districts, or includes additional revenue
that was specifically intended to fund the costs of the state mandate in an amount
sufficient to fund the cost of the state mandate. This subdivision applies
regardless of whether a statute, executive order, or appropriation in the Budget
Act or other bill that either provides for offsetting savings that result in no net
costs or provides for additional revenue specifically intended to fund the costs of
the state mandate in an amount sufficient to fund the cost of the state mandate was
enacted or adopted prior to or after the date on which the statute or executive
order was enacted or issued. [Emphasis added.]

135 Exhibit A, Test Claim, page 16.
136 Exhibit B, Department of Finance’s Comments on the Test Claim, pages 2 and 3.
137 Exhibit C, Claimant’s Rebuttal Comments, page 8.
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The LCFF*8 was enacted in fiscal year 2013-2014 to replace the previous K-12 general purpose
revenue funding through Proposition 98, which had been in existence for roughly 40 years.
Previously, the state distributed school funding through a combination of general purpose grants
(revenue limit entitlements) and more than 40 state categorical programs. Districts could use
general purpose grants for any educational purpose, but they had to spend categorical funding on
state-prescribed activities. In fiscal year 2013-2014, the state eliminated most categorical
programs, replacing all the program-specific funding formulas with one new formula. The new
formula increased the size of general purpose grants and directed more funding to districts with
disadvantaged pupils.?*® The LCFF combines each district’s 2012-2013 revenue limit
entitlement and some categorical funding to create a new base, and then provides additional
funding for districts with large numbers of “unduplicated pupils,” defined as low income pupils,
pupils in foster care, and English learners. Like the prior revenue limit apportionments, the
LCFF is funded through a combination of local property taxes and state aid.4°

Whether a school district’s general purpose revenue, appropriated through revenue limit
apportionments or the LCFF, when used by a school district to pay for a state-mandated program
is required to be identified as offsetting revenue to reduce or eliminate the reimbursement
requirement for K-12 school districts, is an issue with a long history. In 2008, the Commission
amended the Parameters and Guidelines for the Graduation Requirements program at the request
of the State Controller’s Office and several school districts to adopt a formula for the
reimbursement of costs incurred for the higher level of service required to staff the new state-
mandated high school science course.*! The request was opposed by Finance on several
grounds, including that the formula did not include increases in unrestricted revenue limits, or
general purpose funding appropriated to school districts under Proposition 98, as offsetting
revenue. The Commission rejected Finance’s argument, finding that the proceeds of taxes for
school districts are different than those of other local government entities, such as counties and
cities, because the general purpose revenue of school districts has always been partially provided
by the state’s general fund. Thus, the amount spent by school districts from their proceeds of
taxes on teacher salaries to staff the mandated science course could not be considered offsetting
revenue without violating the purpose of article X111 B, section 6, which was specifically
designed to protect local tax revenues, and “provide[s] local entities with the assurance that state

138 The Local Control Funding Formula is in Article 2 (commencing with section 42238) of
Chapter 7 of Part 24 of Division 3 of Title 2 of the Education Code. Also, the County Local
Control Funding Formula is in chapter 12.5 (commencing with section 2574) of Part 2 of
Division 1 of Title 1 of the Education Code.

139 Exhibit F, Legislative Analyst’s Office, “The 2017-18 Budget: Proposition 98 Education
Analysis,” February 9, 2017, page 29, http://www.lao.ca.gov/reports/2017/3549/prop98-analysis-
020917.pdf, accessed October 16, 2017.

140 Exhibit F, California Department of Education, “LCFF Frequently Asked Questions,”
https://www.cde.ca.gov/fg/aa/lc/Icfffag.asp#FC, accessed October 16, 2017; Education Code
sections 42238.02, 42238.03.

141 Commission on State Mandates, Revised Final Staff Analysis Adopted by the Commission,
Graduation Requirements Parameters and Guidelines Amendment, Item 3, November 6, 2008
Hearing, https://csm.ca.gov/agendas/110608/item3.pdf.
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mandates would not place additional burdens on their increasingly limited revenue resources.”42
The Commission also held that there was no evidence that the state appropriated funds
specifically intended to fund the costs of providing the second science course mandated by
Graduation Requirements program, as required by Government Code section 17556(e). Thus,
the Commission did not identify the school district’s general purpose revenue as offsetting
revenues.'*® Finance filed a petition for writ of mandate in the Sacramento County Superior
Court to challenge the Commission’s Decision on the Parameters and Guidelines Amendment,
but abandoned the offsetting revenue challenge. On March 20, 2013, the Sacramento County
Superior Court denied the petition for writ of mandate and upheld the Commission’s Decision
and Parameters and Guidelines.#

In 2010, the Legislature added section 42238.24 to the Education Code, which states that “costs
related to the salaries and benefits of teachers incurred by a school district or county office of
education to provide the courses specified in paragraph (1) of subdivision (a) of Section 51225.3
[the Graduation Requirements statute] shall be offset by the amount of state funding apportioned
to the district” through the revenue limit apportionments. On January 6, 2011, the California
School Boards’ Association (CSBA) filed a lawsuit against the State and the Commission, in part
to prevent the Commission or the State from applying Education Code section 42238.24 as an
offset to reduce or eliminate state reimbursement for the Graduation Requirements program.4°
CSBA argues that revenue limit apportionments (which were later replaced with the LCFF)
constitute the proceeds of taxes of school districts, which cannot be used as offsetting revenue
under article X111 B, section 6 of the California Constitution.}*® The State takes the position that

142 Commission on State Mandates, Revised Final Staff Analysis Adopted by the Commission,
Graduation Requirements Parameters and Guidelines Amendment, Item 3, November 6, 2008
Hearing, https://csm.ca.gov/agendas/110608/item3.pdf, pages 52-53 (citing County of Fresno v.
State of California (1991) 53 Cal.3d 482, 487; Lucia Mar Unified School Dist. v. Honig (1988)
44 Cal.3d 830, 836, fn. 6; and County of Sonoma v. Commission on State Mandates (2000) 84
Cal.App.4th 1265, 1284.)

143 Commission on State Mandates, Revised Final Staff Analysis Adopted by the Commission,
Graduation Requirements Parameters and Guidelines Amendment, Item 3, November 6, 2008
Hearing, https://csm.ca.gov/agendas/110608/item3.pdf, pages 51-54.

144 Department of Finance v. Commission on State Mandates, Sacramento County Superior
Court, Case No. 34-2010-80000529.

145 California School Boards Assoc., et al. v. State of California, Commission on State Mandates,
John Chiang, as State Controller, and Ana Matosantos, as Director of the Department of
Finance, Alameda County Superior Court, Case No. RG11554698, First District Court of
Appeal, Case No. A148606.

146 CSBA cites article X111 B, section 8(c), which defines “appropriations subject to limitation”
to include state subventions other than mandate subventions, and Government Code section
7906, which defines “proceeds of taxes” for school districts to include basic aid subventions and
state apportionments up to the district’s “foundation program level” minus “local revenues as
defined in Section 42238 of the Education Code.” Thus, CSBA asserts that existing law defines
all unrestricted state funding, up to the district’s XIII B spending limit, as proceeds of taxes.
CSBA Opening Brief, California School Boards Assoc., et al. v. State of California, Commission
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the revenue limit apportionments and the LCFF are funded with a mix of local property tax
revenue and state funds; that school districts “are not being required [by section 42238.24] to use
their own property taxes to pay for the cost of the mandate;” and that “only the moneys provided
by the state are potentially offsetting.”**’ The CSBA matter is currently pending in the First
District Court of Appeal. On July 25, 2011, Finance filed a request to amend the Parameters and
Guidelines for the Graduation Requirements program to identify Education Code section
42238.24 (Stats. 2010, ch. 724, 816) as a required offset. (CSM 11-PGA-03.) That matter is
stayed pending the outcome of the CSBA litigation.

Thus, the issue whether a school district’s general revenue calculated under the LCFF and used
to pay for a state-mandated program is required to be identified as offsetting revenue is unsettled.
The Commission has approved many school district test claims, and has never identified a school
district’s general purpose revenue as offsetting revenue. Moreover, the Legislature has not
enacted a statute that “includes additional revenue that was specifically intended to fund the costs
of the state mandate in an amount sufficient to fund the cost of the state mandate,” pursuant to
Government Code section 17556(e), with respect to the Cal Grant activities mandated by the
state. All LCFF funds are technically “unrestricted,” which means school districts have
discretion over how the funds are used. The Legislature has not directed the use of LCFF funds
to pay for the costs of this program.2*® Therefore, the funding appropriated under the LCFF does
not trigger the application of Government Code section 17556(e) to deny this Test Claim.

Additionally, although it provides potentially offsetting revenue, the College Readiness Block
Grant also does not trigger Government Code section 17556(e). Enacted in 2016, the College
Readiness Block Grant authorizes the appropriation of $200 million to provide California’s high
school pupils, particularly unduplicated pupils, additional support to increase enrollment at
institutions of higher education and complete an undergraduate degree within four years.4°
Appropriations to school districts under this block grant are deemed “General Fund revenues”
for school districts, appropriated pursuant to Proposition 98.1%° In addition, the “block grant
funds apportioned to eligible school districts shall be used for activities that directly support
pupil access and successful matriculation to institutions of higher education.”*® In this respect,
the Legislature has determined that the following “eligible activities,” focused primarily on

on State Mandates, John Chiang, as State Controller, and Ana Matosantos, as Director of the
Department of Finance, filed October 7, 2016, First District Court of Appeal, Case No.
A148606.

147 State’s Opposition to Petition for Writ of Mandate (Second Cause of Action), California
School Boards Assoc., et al. v. State of California, Commission on State Mandates, John Chiang,
as State Controller, and Ana Matosantos, as Director of the Department of Finance, filed

April 3, 2015, Alameda County Superior Court, Case No. RG11554698, page 17.

148 Exhibit F, California Department of Education, “LCFF Frequently Asked Questions,”
https://www.cde.ca.qov/fg/aa/lc/Icfffag.asp#FC accessed October 16, 2017.

149 Education Code section 41580(b), as added by Statutes 2016, chapter 29.
1%0 Education Code section 41580(h).
151 Education Code section 41580(d).
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unduplicated pupils, fits within the purpose of the grant: (1) professional development for
teachers, administrators, and counselors to improve pupil college readiness and attendance; (2)
beginning or increasing pupil and family counseling regarding college admission requirements
and financial aid programs; (3) developing or purchasing materials that support college
readiness; (4) developing comprehensive advising plans to support pupil completion of A-G
course requirements for college admission; (5) implementing partnerships between high schools
and postsecondary educational institutions that support pupil transition to postsecondary
education; (6) providing subsidies to unduplicated pupils to pay fees for taking advanced
placement exams; and (7) expanding access to coursework or other opportunities to satisfy A-G
course requirements to all pupils.*®? School districts are required to develop a plan as a
condition of receiving funds, to be discussed at a regularly scheduled meeting of the governing
board to ensure community involvement. The plan shall describe how the funds will increase or
improve services for unduplicated pupils to ensure college readiness.’> As a condition of
receiving funds, school districts are required to report to the Superintendent how they will
measure the impact of the funds received. >

However, there is no requirement that school districts use the block grant funding to pay for this
state-mandated program. Accordingly, the block grant funds are not “specifically intended to
fund the costs of the state mandate in an amount sufficient to fund the cost of the state mandate”
in accordance with Government Code section 17556(e). Nevertheless, as indicated in the
Background, the purpose of the new state-mandated activities to provide the Cal Grant opt-out
notice to pupils and electronically submit GPAs to CSAC is to boost access to college financial
aid for high school graduating pupils. Although these activities are not specifically focused on
unduplicated pupils, they do “support pupil access and successful matriculation to institutions of
higher education.” Thus, the grant funds received by school districts under the College
Readiness Block Grant program are potential offsetting revenues that must be identified by a
school district on a reimbursement claim if the district uses the funds for this program.

Therefore, the Commission finds, as a matter of law, that Education Code section 69432.9(c)(2)
and (d) (Stats 2014, ch. 679, Stats. 2016, ch. 82) impose costs mandated by the state within the
meaning of article XIII B, section 6 of the California Constitution and Government Code section
17514 for the activities listed below.

V. Conclusion

Based on the foregoing, the Commission finds that the test claim statutes impose a partially
reimbursable state-mandated program on K-12 school districts within the meaning of article
XI1I B, section 6 of the California Constitution and Government Code section 17514 for the
following activities only:

1. Provide a written Cal Grant opt-out notice pursuant to Education Code section 69432.9(d),
(Stats 2014, ch. 679, Stats. 2016, ch. 82) as follows:

152 Education Code section 41580(d)(1) — (d)(7).
153 Education Code section 41580(e).

154 Education Code section 41580(f).
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e Beginning January 1, 2015, providing written notice by October 15, 2015 and 2016, to all
grade 12 pupils in the class of 2016 and class of 2017, which (1) states “the pupil will be
deemed a Cal Grant applicant unless the pupil opts out within a period of time specified
in the notice, which shall not be less than 30 days;” (2) identifies when the school will
first send grade point averages to CSAC; and (3) provides an opportunity for the pupil to
opt out of being automatically deemed a Cal Grant applicant.

e Beginning January 1, 2017, providing written notice by January 1 to all grade 11 pupils,
beginning with the class of 2018, which (1) states “the pupil will be deemed a Cal Grant
applicant unless the pupil opts out within a period of time specified in the notice, which
shall not be less than 30 days;” (2) identifies when the school will first send grade point
averages to CSAC; and (3) provides an opportunity for the pupil to opt out of being
automatically deemed a Cal Grant applicant.

2. Electronically submit the GPAs of all grade 12 pupils each academic year to CSAC, except
for pupils who opt out in accordance with section 69432.9(d), pursuant to Education Code
section 69432.9(c)(2) (Stats. 2014, ch. 679). This activity does not include the certification
of GPAs or providing SSNs to CSAC.

All other statutes and provisions pled in the Test Claim are denied.
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STATE of CALIFORNIA

COMMISSION ON STATE | >
MANDATES \

RE: Decision

Cal Grant: Grade Point Average and Graduation Certification, 16-TC-02
Education Code Sections 69432.9, 69432.92; Statutes 2014, Chapter 679 (AB 2160),
Statutes 2015, Chapter 637 (AB 1091), Statutes 2016, Chapter 82 (AB 2908)
Fairfield-Suisun Unified School District, Claimant

On January 26, 2018, the foregoing Decision of the Commission on State Mandates was adopted

on the above-enﬁ%/
M Dated: February 2, 2018

Heather Halsey, ExecutiwéDirector

Commission on State Mandates
980 9th Street, Suite 300 Sacramento, CA 95814 | www,cs49.gov | tel (916) 323-3562 | email: csminfo@csm.ca.gov



DECLARATION OF SERVICE BY EMAIL

I, the undersigned, declare as follows:

I am a resident of the County of Sacramento and I am over the age of 18 years, and not a party to
the within action. My place of employment is 980 Ninth Street, Suite 300, Sacramento,
California 95814.

On February 2, 2018, I served the:

e Decision adopted January 26,2018
Cal Grant: Grade Point Average and Graduation Certification, 16-TC-02
Education Code Sections 69432.9, 69432.92; Statutes 2014, Chapter 679 (AB 2160),
Statutes 2015, Chapter 637 (AB 1091), Statutes 2016, Chapter 82 (AB 2908)
Fairfield-Suisun Unified School District, Claimant

AND

e Draft Expedited Parameters and Guidelines, Schedule for Comments, and
Notice of Hearing issued February 2, 2018

Cal Grant: Opt-Out Notice and Grade Point Average Submission, 16-TC-02

Education Code Section 69432.9(d), Statutes 2014, Chapter 679 (AB 2160); and
Education Code Sections 69432.9(c)(2) and (d)(1), Statutes 2016, Chapter 82 (AB 2908)
Fairfield-Suisun Unified School District, Claimant

by making it available on the Commission’s website and providing notice of how to locate it to
the email addresses provided on the attached mailing list.

I declare under penalty of perjury under the laws of the State of California that the foregoing is
true and correct, and that this declaration was executed on February 2, 2018 at Sacramento,
California.

QY

Jill I/, ag‘ée 0
Conmission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA 95814

(916) 323-3562
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2/2/2018 Mailing List

COMMISSION ON STATE MANDATES

Mailing List
Last Updated: 2/2/18
Claim Number: 16-TC-02
Matter: Cal Grant: Grade Point Average and Graduation Certification
Claimant: Fairfield-Suisun Unified School District

TO ALL PARTIES, INTERESTED PARTIES, AND INTERESTED PERSONS:

Each commission mailing list is continuously updated as requests are received to include or remove any
party or person on the mailing list. A current mailing list is provided with commission correspondence, and
a copy of the current mailing list is available upon request at any time. Except as provided otherwise by
commission rule, when a party or interested party files any written material with the commission
concerning a claim, it shall simultaneously serve a copy of the written material on the parties and interested
parties to the claim identified on the mailing list provided by the commission. (Cal. Code Regs., tit. 2, §
1181.3.)

Edmundo Aguilar, Chief Counsel, Department of Education
1430 N Street, Sacramento, CA 95814-5901

Phone: (916) 319-0860

EAguilar@cde.ca.gov

Amber Alexander, Department of Finance
915 L Street, Sacramento, Ca

Phone: (916) 445-0328
Amber.Alexander@dof.ca.gov

Michael Ambrose, Acting General Counsel, CSBA Director, California School Boards Association
3251 Beacon Boulevard, West Sacramento, CA 95691

Phone: (916) 669-3270

mambrose@csba.org

Socorro Aquino, State Controller's Office

Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-7522

SAquino@sco.ca.gov

Harmeet Barkschat, Mandate Resource Services, LLC
5325 Elkhorn Blvd. #307, Sacramento, CA 95842
Phone: (916) 727-1350

harmeet@calsdrc.com

Lacey Baysinger, State Controller's Office

Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-0254

Ibaysinger@sco.ca.gov

Mike Brown, School Innovations & Advocacy
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5200 Golden Foothill Parkway, El Dorado Hills, CA 95762
Phone: (916) 669-5116
mikeb@sia-us.com

J. Bradley Burgess, MGT of America

895 La Sierra Drive, Sacramento, CA 95864
Phone: (916)595-2646
Bburgess@mgtamer.com

Gwendolyn Carlos, State Controller's Office

Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 323-0706

gecarlos@sco.ca.gov

Carolyn Chu, Senior Fiscal and Policy Analyst, Legal Analyst's Office
925 L Street, Sacramento, CA 95814

Phone: (916) 319-8326

Carolyn.Chu@lao.ca.gov

Kris Corey, Superintendent, Fairfield Suisun Unified School District
2490 Hilborn Road, Fairfield, CA 94534

Phone: (707) 399-5009

KrisC@fsusd.org

Lupita Cortez Alcala, Executive Director, California Student Aid Commission
P.O. Box 419026, Rancho Cordova, CA 95741-9026

Phone: (916) 464-8271

Lupita.Alcala@csac.ca.gov

Anita Dagan, Manager, Local Reimbursement Section, State Controller's Office

Local Government Programs and Services Division, Bureau of Payments, 3301 C Street, Suite 740,
Sacramento, CA 95816

Phone: (916) 324-4112

Adagan@sco.ca.gov

Marieta Delfin, State Controller's Office

Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-4320

mdelfin@sco.ca.gov

Andra Donovan, San Diego Unified School District

Legal Services Office, 4100 Normal Street, Room 2148, , San Diego, CA 92103
Phone: (619) 725-5630

adonovan@sandi.net

Eric Feller, Commission on State Mandates

980 9th Street, Suite 300, Sacramento, CA 95814
Phone: (916) 323-3562

eric.feller@csm.ca.gov

Donna Ferebee, Department of Finance

915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 445-3274
donna.ferebee@dof.ca.gov

Chris Ferguson, Department of Finance
Education Systems Unit, 915 L Street, 7th Floor, 915 L Street, 7th Floor, Sacramento, CA 95814
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Phone: (916) 445-3274
Chris.Ferguson@dof.ca.gov

Susan Geanacou, Department of Finance

915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 445-3274
susan.geanacou@dof.ca.gov

Heather Halsey, Executive Director, Commission on State Mandates

980 9th Street, Suite 300, Sacramento, CA 95814
Phone: (916) 323-3562
heather.halsey@csm.ca.gov

Ed Hanson, Department of Finance

Education Systems Unit, 915 L Street, 7th Floor, Sacramento, CA 95814

Phone: (916) 445-0328
ed.hanson@dof.ca.gov

Jill Kanemasu, State Controller's Olffice

Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816

Phone: (916) 322-9891
jkanemasu@sco.ca.gov

Dan Kaplan, Fiscal & Policy Analyst, Legislative Analyst's Office

925 L Street, Suite 1000, Sacramento, CA 95814
Phone: (916) 319-8353
Dan.Kaplan@lao.ca.gov

Jennifer Kuhn, Deputy, Legislative Analyst's Office
925 L Street, Suite 1000, Sacramento, CA 95814
Phone: (916) 319-8332

Jennifer.kuhn@]lao.ca.gov

George Landon, Deputy Superintendent, Admin. Fiscal Support, Lake Elsinore Unified School

District

545 Chaney Street, Lake Elsinore, CA 92530
Phone: (951) 253-7095
George.Landon@leusd.k12.ca.us

Michelle Mendoza, MAXIMUS

17310 Red Hill Avenue, Suite 340, Irvine, CA 95403
Phone: (949) 440-0845
michellemendoza@maximus.com

Yazmin Meza, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 445-0328
Yazmin.meza@dof.ca.gov

Meredith Miller, Director of SB90 Services, MAXIMUS
3130 Kilgore Road, Suite 400, Rancho Cordova, CA 95670
Phone: (972) 490-9990

meredithcmiller@maximus.com

Robert Miyashiro, Education Mandated Cost Network
1121 L Street, Suite 1060, Sacramento, CA 95814
Phone: (916) 446-7517

robertm@sscal.com
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Keith Nezaam, Department of Finance

915 L Street, 8th Floor, Sacramento, CA 95814
Phone: (916) 445-8913
Keith.Nezaam@dof.ca.gov

Andy Nichols, Nichols Consulting

1857 44th Street, Sacramento, CA 95819
Phone: (916) 455-3939
andy@nichols-consulting.com

Christian Osmena, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 445-0328
christian.osmena@dof.ca.gov

Arthur Palkowitz, Artiano Shinoff

2488 Historic Decatur Road, Suite 200, San Diego, CA 92106
Phone: (619) 232-3122

apalkowitz@as7law.com

Keith Petersen, SixTen & Associates

P.O. Box 340430, Sacramento, CA 95834-0430
Phone: (916) 419-7093

kbpsixten@aol.com

Mark Rewolinski, MAXIMUS

808 Moorefield Park Drive, Suite 205, Richmond, VA 23236
Phone: (949) 440-0845

markrewolinski@maximus.com

Sandra Reynolds, Reynolds Consulting Group,Inc.
P.O. Box 894059, Temecula, CA 92589

Phone: (951) 303-3034
sandrareynolds_30@msn.com

Camille Shelton, Chief Legal Counsel, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814

Phone: (916) 323-3562

camille.shelton@csm.ca.gov

Carla Shelton, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814
Phone: (916) 323-3562
carla.shelton@csm.ca.gov

Steve Shields, Shields Consulting Group,Inc.
1536 36th Street, Sacramento, CA 95816
Phone: (916) 454-7310
steve@shieldscg.com

Jim Spano, Chief, Mandated Cost Audits Bureau, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 323-5849

jspano@sco.ca.gov

Dennis Speciale, State Controller's Office
Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
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Phone: (916) 324-0254
DSpeciale@sco.ca.gov

Joe Stephenshaw, Director, Senate Budget & Fiscal Review Committee
California State Senate, State Capitol Room 5019, Sacramento, CA 95814
Phone: (916) 651-4103

Joe.Stephenshaw(@sen.ca.gov

Amy Tang-Paterno, Educational Fiscal Services Consultant, California Department of Education
Government Affairs, 1430 N Street, Suite 5602, Sacramento, CA 95814

Phone: (916) 322-6630

ATangPaterno@cde.ca.gov

Thomas Todd, Assistant Program Budget Manager, Department of Finance
Education Systems Unit, 915 L Street, 7th Floor, Sacramento, CA 95814
Phone: (916) 445-0328

Thomas.Todd@dof.ca.gov

Jolene Tollenaar, MGT of America

Claimant Representative

2251 Harvard Street, Suite 134, Sacramento, CA 95815
Phone: (916) 243-8913

jolenetollenaar@gmail.com

Brian Uhler, Principal Fiscal & Policy Analyst, Legislative Analyst's Office
925 L Street, Suite 1000, Sacramento, CA 95814

Phone: (916) 319-8328

Brian.Uhler@LAO.CA.GOV

Marichi Valle, San Jose Unified School District
855 Lenzen Avenue, San Jose, CA 95126
Phone: (408) 535-6141

mvalle@sjusd.org
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_Exhibit B

STATE of CALIFORNIA

COMMISSION ON STATE

MANDATES D
May 30,2018 Exhibit B
Ms. Jolene Tollenaar Ms. Jill Kanemasu
MGT of America, LLC Division of Accounting and Reporting
2251 Harvard Street, State Controller’s Office
Suite 134 3301 C Street, Suite 700
Sacramento, CA 95815 Sacramento, CA 95816

And Parties, Interested Parties, and Interested Persons (See Mailing List)

Re:  Decision and Parameters and Guidelines
Cal Grant: Opt-Out Notice and Grade Point Average Submission, 16-TC-02
Education Code Section 69432.9(d), Statutes 2014, Chapter 679 (AB 2160); and
Education Code Sections 69432.9(c)(2) and (d)(1), Statutes 2016, Chapter 82 (AB 2908)
Fairfield-Suisun Unified School District, Claimant

Dear Ms. Tollenaar and Ms. Kanemasu:

On May 25, 2018, the Commission on State Mandates adopted the Decision and Parameters and
Guidelines on the above-entitled matter.

Sincerely,

Heather Halsey
Executive Director

JAMANDATES\2016\TC\16-TC-02 Cal Grant Opt-Out Notice and Grade Point Average
Submission\Correspondence\Decision and Ps and Gs trans.docx

Commission on State Mandates
980 9th Street, Suite 300 Sacramento, CA 95814 | www.csm.‘ia.gov | tel (916) 323-3562 | email: csminfo@csm.ca.gov



BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

IN RE PARAMETERS AND GUIDELINES
FOR:

Education Code Section 69432.9(d), Statutes
2014, Chapter 679 (AB 2160); and
Education Code Section 69432.9(¢)(2) and
(d)(1), Statutes 2016, Chapter 82 (AB 2908)

The period of reimbursement begins on
July 1, 2015, or on the later effective date for the
specified provision (January 1, 2017).

Case No.: 16-TC-02

Cal Grant: Opt-Out Notice and Grade Point
Average Submission’

DECISION PURSUANT TO
GOVERNMENT CODE SECTION

17500 ET SEQ.; CALIFORNIA CODE

OF REGULATIONS, TITLE 2,

DIVISION 2, CHAPTER 2.5,

ARTICLE 7

(Adopted May 25, 2018)
(Served May 30, 2018)

PARAMETERS AND GUIDELINES

The Commission on State Mandates adopted the attached Decision and Parameters and Guidelines

on May 25, 2018.

Vot [Bor—

Heather Halsey, Executi f)11ect01

! Note that the underlying Test Claim was entitled “Cal Grant: Grade Point Average and
Graduation Certification, 16-TC-02” but that the Parameters and Guidelines have been renamed
consistent with the activities approved for reimbursement.



BEFORE THE
COMMISSION ON STATE MANDATES
STATE OF CALIFORNIA

IN RE PARAMETERS AND GUIDELINES
FOR:

Education Code Section 69432.9(d), Statutes
2014, Chapter 679 (AB 2160); and
Education Code Section 69432.9(c)(2) and
(d)(1), Statutes 2016, Chapter 82 (AB 2908)

The period of reimbursement begins
July 1, 2015, or on the later effective date for
the specified provision (January 1, 2017).

Case No.: 16-TC-02

Cal Grant: Opt-Out Notice and Grade Point
Average Submission?

DECISION PURSUANT TO
GOVERNMENT CODE SECTION 17500 ET
SEQ.; CALIFORNIA CODE OF
REGULATIONS, TITLE 2, DIVISION 2,
CHAPTER 2.5, ARTICLE 7.

(Adopted May 25, 2018)
(Served May 30, 2018)

DECISION

The Commission on State Mandates (Commission) heard and decided the Decision and
Parameters and Guidelines during a regularly scheduled hearing on May 25, 2018. Patrick Dyer
appeared on behalf of the claimant. Donna Ferebee appeared on behalf of the Department of

Finance.

The law applicable to the Commission’s determination of a reimbursable state-mandated
program is article XII1 B, section 6 of the California Constitution, Government Code

sections 17500 et seq., and related case law.

The Commission adopted the Decision and Parameters and Guidelines by a vote of 4-0, as

follows:

Member \Vote
Lee Adams, County Supervisor Yes
Ken Alex, Director of the Office of Planning and Research Yes
Richard Chivaro, Representative of the State Controller Absent
Mark Hariri, Representative of the State Treasurer, Vice Chairperson Yes
Sarah Olsen, Public Member Absent
Carmen Ramirez, City Council Member Absent

! Note that the underlying Test Claim was entitled “Cal Grant: Grade Point Average and
Graduation Certification, 16-TC-02” but that the Parameters and Guidelines have been renamed
consistent with the activities approved for reimbursement.
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Jacqueline Wong-Hernandez, Representative of the Director of the Department of Yes
Finance, Chairperson

l. Summary of the Mandate

These Parameters and Guidelines address the mandated activities performed by K-12 school
districts for pupils in grades 11 and 12 to assist the California Student Aid Commission (CSAC)
in determining their eligibility for Cal Grant A or B awards, through which the State provides
financial assistance to college students.

On January 26, 2018, the Commission on State Mandates (Commission) adopted the Test Claim
Decision finding that the test claim statutes impose a reimbursable state-mandated program on
school districts within the meaning of article XII1 B, section 6 of the California Constitution and
Government Code section 17514 for the following activities:

1. Provide a written Cal Grant opt-out notice pursuant to Education Code section
69432.9(d) (Stats. 2014, ch. 679; Stats. 2016, ch. 82) as follows:

e Beginning January 1, 2015, provide written notice by October 15, 2015 and 2016, to
all grade 12 pupils in the class of 2016 and class of 2017, which (1) states “the pupil
will be deemed a Cal Grant applicant unless the pupil opts out within a period of time
specified in the notice, which shall not be less than 30 days;” (2) identifies when the
school will first send grade point averages to the California Student Aid Commission
(CSAC); and (3) provides an opportunity for the pupil to opt out of being
automatically deemed a Cal Grant applicant.

e Beginning January 1, 2017, provide written notice by January 1 to all grade 11 pupils,
beginning with the class of 2018, which (1) states “the pupil will be deemed a Cal
Grant applicant unless the pupil opts out within a period of time specified in the
notice, which shall not be less than 30 days;” (2) identifies when the school will first
send grade point averages to CSAC; and (3) provides an opportunity for the pupil to
opt out of being automatically deemed a Cal Grant applicant.

2. Electronically submit the grade point averages (GPAs) for all grade 12 pupils each
academic year to CSAC, except for pupils who opt out in accordance with section
69432.9(d), pursuant to Education Code section 69432.9(c)(2) (Stats. 2014, ch. 679).
This activity does not include the certification of GPAs or providing social security
numbers (SSNs) to CSAC.

On February 2, 2018 Commission staff issued the Draft Expedited Parameters and Guidelines,
which excluded “calculating GPAs” from the scope of the activity to “electronically submit” the
GPAs. This was done to clarify that calculating a GPA is not new and was not approved in the
Test Claim Decision, and is therefore not eligible for reimbursement. Consequently, the
language in the Parameters and Guidelines now states: “This activity does not include the
calculation or certification of GPAs or providing social security numbers (SSNs) to CSAC.”?

2 Exhibit A, Test Claim Decision, pages 8, 26.
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I1. Procedural History

On January 26, 2018, the Commission adopted the Decision partially approving the Test Claim.3
On February 2, 2018, Commission staff issued the Test Claim Decision and Draft Expedited
Parameters and Guidelines.* On February 23, 2018, the State Controller’s Office filed comments
concurring with the Draft Expedited Parameters and Guidelines.® Neither the claimant nor the
Department of Finance filed comments on the Draft Expedited Parameters and Guidelines. On
March 19, 2018, Commission staff issued the Draft Proposed Decision and Parameters and
Guidelines.®

None of the parties or interested parties filed comments on the Draft Proposed Decision and
Parameters and Guidelines.

1. Discussion

The Draft Expedited Parameters and Guidelines were issued in accordance with section 1183.9
of the Commission’s regulations, based on the findings in the test claim Decision. No
substantive comments were received on the Draft Expedited Parameters and Guidelines, and no
“reasonably necessary activities” have been proposed by the claimant.

The Parameters and Guidelines for this program include the findings adopted by the Commission
in its Test Claim Decision with respect to the period of reimbursement’, eligible claimants, and
reimbursable activities. None of the parties filed comments recommending changes. The
Commission therefore finds that the Parameters and Guidelines are supported by the findings in
the Test Claim Decision and this Decision on the Parameters and Guidelines.

The Parameters and Guidelines contain the following information.
A. Period of Reimbursement (Section I11. of the Parameters and Guidelines)

Government Code section 17557(e) states that a test claim shall be submitted on or before

June 30 following a fiscal year to establish eligibility for reimbursement for that fiscal year. The
claimant filed the Test Claim on June 26, 2017, establishing reimbursement eligibility for the
2015-2016 fiscal year, beginning July 1, 2015. However, Statutes 2016, chapter 82 became
effective on January 1, 2017, establishing the period of reimbursement for the activity to provide
written notice by January 1 to all grade 11 pupils, beginning with the class of 2018.

B. Reimbursable Activities (Section I1V. of the Parameters and Guidelines)
The reimbursable activities are summarized below.

3 Exhibit A, Test Claim Decision.

4 Exhibit B, Draft Expedited Parameters and Guidelines.

% Exhibit C, State Controller’s Comments on the Draft Expedited Parameters and Guidelines.
® Exhibit D, Draft Proposed Decision and Parameters and Guidelines.

" Based on the filing date of the Test Claim on June 26, 2017, the potential period of
reimbursement begins July 1, 2015, pursuant to Government Code section 17557(e). However,
since test claim statute Statutes 2016, Chapter 82 became effective on January 1, 2017, the
period of reimbursement for activities imposed by that statute begins on January 1, 2017.
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1. Opt-out Notice

Provide a written notice to all grade 12 pupils, beginning January 1, 2015, and to all grade 11
pupils, beginning January 1, 2017 of the opportunity for the pupil to opt out of consideration for
a Cal Grant award. As stated in the Test Claim Decision,® CSAC developed a sample Cal Grant
Opt-Out Form in English and Spanish, which is available on its website for school districts to
comply with the opt-out requirement.® Because the State has provided an opt-out notice, the
Parameters and Guidelines state that reimbursement is not required for school districts to develop
their own opt-out notice.

2. Submission of Pupil GPAs to CSAC

Electronically submit the GPAs of all grade 12 pupils each academic year to CSAC, except for
pupils who opt out in accordance with section 69432.9(d), pursuant to Education Code section
69432.9(c)(2) (Stats. 2014, ch. 679).”

The Test Claim Decision stated: *“Statutes 2015, chapter 637 amended subdivision (c)(2) to
clarify that GPAs be electronically submitted to CSAC on a standardized form.”%® Thus, the
following language is added to Section IV. of the Parameters and Guidelines for clarification:

Beginning January 1, 2016, the GPAs shall be electronically submitted to CSAC on a
“standardized form.” (Stats. 2015, ch. 637.)

The Test Claim Decision concluded that certifying GPAs*! and providing SSNs to CSAC,*? are
not reimbursable state-mandated activities. Thus, the Parameters and Guidelines state that these
activities are not eligible for reimbursement.

Finally, and consistent with the Test Claim Decision, Sections I. and IV. of the Parameters and
Guidelines state that calculating GPASs is not a reimbursable activity because it is not a new
requirement and it was not approved by the Commission in the Test Claim Decision.*®* School
districts were required to calculate pupil GPAs submitted to CSAC long before the test claim
statutes were enacted. Education Code section 69432.9(c), as last amended by Statutes 2011,
chapter 7, stated:

The commission [CSAC] shall require that a grade point average be submitted for
all Cal Grant A and B applicants, except for those permitted to provide test scores
in lieu of a grade point average. The commission shall require that each report of

8 Exhibit A, Test Claim Decision, pages 23-24.

% California Student Aid Commission, Cal Grant GPA Opt-Out Form.
http://www.csac.ca.gov/pubs/forms/arnt frm/gpa opt out.pdf, accessed March 1, 2018.

10 Exhibit A, Test Claim Decision, page 27.
11 Exhibit A, Test Claim Decision, pages 28-30.
12 Exhibit A, Test Claim Decision, pages 33-35.

13 Exhibit A, Test Claim Decision, pages 8, 26 where the Commission notes that calculating
GPAs was required by prior law in Education Code section 69432.9 and California Code of
Regulations, title 5, section 30008(c).
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a grade point average include a certification, executed under penalty of perjury,
by a school official, that the grade point average reported is accurately reported.
The certification shall include a statement that it is subject to review by the
commission or its designee.*

Additionally, section 30008(c) of CSAC’s regulations, adopted in 2001, states:

Every high school grade point average reported to the Commission shall include a
certification under penalty of perjury from the school official filing the report that
the grade point average is accurately reported to the best of his or her knowledge.
The certification shall include a statement that it is subject to review by the
Commission or its designee. It is the responsibility of the applicant to have his or
her high school grade point average reported.®

Section 30008(a) of CSAC’s regulations includes instructions on how to calculate the high
school GPA (e.g., grades for physical education and ROTC are excluded). Thus, the Parameters
and Guidelines state that calculating GPAs for Cal Grant eligibility is not eligible for
reimbursement.

C. The Remaining Sections of the Parameters and Guidelines

Section V. of the Parameters and Guidelines (Claim Preparation and Submission) identifies the
following direct costs that are eligible for reimbursement: salaries and benefits, materials and
supplies, contracted services, and fixed assets. However, training and travel costs are not
included in the Parameters and Guidelines because those activities were not approved in the Test
Claim Decision, nor has the claimant requested these costs as reasonably necessary to perform
the mandated activities or submitted any evidence to support such a request.®

The remaining sections of the Parameters and Guidelines contain standard boilerplate language.
IV.  Conclusion

Based on the foregoing, the Commission hereby adopts the Decision and Parameters and
Guidelines.

14 This statutory language is still in section 69432.9, but now in subdivisions (c)(1) and (c)(3).
15 California Code of Regulations, title 5, section 30008(a).

16 California Code of Regulations, title 2, section 1183.6 states: “The parameters and guidelines
shall describe the claimable reimbursable costs and contain the following information: [1] ... [1]
(d) Reimbursable Activities. A description of the specific costs and types of costs that are
reimbursable, including one-time costs and on-going costs, and reasonably necessary activities
required to comply with the mandate. ‘Reasonably necessary activities’ are those activities
necessary to comply with the statutes, regulations and other executive orders found to impose a
state-mandated program. Activities required by statutes, regulations and other executive orders
that were not pled in the test claim may only be used to define reasonably necessary activities to
the extent that compliance with the approved state-mandated activities would not otherwise be
possible. Whether an activity is reasonably necessary is a mixed question of law and fact. All
representations of fact to support any proposed reasonably necessary activities shall be supported
by documentary evidence submitted in accordance with section 1187.5 of these regulations.”
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Adopted: May 25, 2018

PARAMETERS AND GUIDELINES

Education Code Section 69432.9(d), Statutes 2014, Chapter 679 (AB 2160); and
Education Code Section 69432.9(c)(2) and (d)(1), Statutes 2016, Chapter 82 (AB 2908)

Cal Grant: Opt-Out Notice and Grade Point Average Submission?
16-TC-02

The period of reimbursement begins on July 1, 2015,
or on the later effective date of January 1, 2017 for specified activities.

l. SUMMARY OF THE MANDATE

These Parameters and Guidelines address the mandated activities performed by K-12 school
districts for pupils in grades 11 and 12 to assist the California Student Aid Commission (CSAC)
in determining their eligibility for Cal Grant A or B awards, through which the State provides
financial assistance to college students.

On January 26, 2018, the Commission on State Mandates (Commission) adopted the Decision
finding that the test claim statutes impose a reimbursable state-mandated program on school
districts within the meaning of article XI1I B, section 6 of the California Constitution and
Government Code section 17514 to provide a written Cal Grant opt-out notice pursuant to
Education Code section 69432.9(d) (Stats. 2014, ch. 679; Stats. 2016, ch. 82) and to
electronically submit the grade point averages (GPAs) for all grade 12 pupils each academic year
to CSAC, except for pupils who opt out in accordance with section 69432.9(d), pursuant to
Education Code section 69432.9(c)(2) (Stats. 2014, ch. 679).

1. ELIGIBLE CLAIMANTS

Any "school district” as defined in Government Code section 17519, except for community
colleges, that incurs increased costs as a result of this mandate is eligible to claim
reimbursement.

I11. PERIOD OF REIMBURSEMENT

Government Code section 17557(e) states that a test claim shall be submitted on or before

June 30 following a given fiscal year to establish eligibility for reimbursement for that fiscal
year. The claimant filed the Test Claim on June 26, 2017, establishing eligibility for
reimbursement for the 2015-2016 fiscal year, beginning July 1, 2015. However, Statutes 2016,
chapter 82 became effective on January 1, 2017, establishing the period of reimbursement for the
activity to provide a written opt-out notice by January 1 to all grade 11 pupils, beginning with the
class of 2018, beginning January 1 2017.

! Note that the underlying Test Claim was entitled “Cal Grant: Grade Point Average and
Graduation Certification, 16-TC-02” but that the Parameters and Guidelines have been renamed
consistent with the activities approved for reimbursement.
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Reimbursement for state-mandated costs may be claimed as follows:
1. Actual costs for one fiscal year shall be included in each claim.

2. Pursuant to Government Code section 17561(d)(1)(A), all claims for reimbursement of
initial fiscal year costs shall be submitted to the State Controller (Controller) within 120
days of the issuance date for the claiming instructions.

3. Pursuant to Government Code section 17560(a), a school district may, by February 15
following the fiscal year in which costs were incurred, file an annual reimbursement
claim that details the costs actually incurred for that fiscal year.

4. If revised claiming instructions are issued by the Controller pursuant to Government
Code section 17558(c), between November 15 and February 15, a school district filing an
annual reimbursement claim shall have 120 days following the issuance date of the
revised claiming instructions to file a claim. (Gov. Code §17560(b).)

5. If the total costs for a given fiscal year do not exceed $1,000, no reimbursement shall be
allowed except as otherwise allowed by Government Code section 17564(a).

6. There shall be no reimbursement for any period in which the Legislature has suspended
the operation of a mandate pursuant to State law.

IV.  REIMBURSABLE ACTIVITIES

To be eligible for mandated cost reimbursement for any fiscal year, only actual costs may be
claimed. Actual costs are those costs actually incurred to implement the mandated activities.
Actual costs must be traceable and supported by source documents that show the validity of such
costs, when they were incurred, and their relationship to the reimbursable activities. A source
document is a document created at or near the same time the actual cost was incurred for the
event, or activity in question. Source documents may include, but are not limited to, employee
time records or time logs, sign-in sheets, invoices, and receipts.

Evidence corroborating the source documents may include, but is not limited to, worksheets, cost
allocation reports (system generated), purchase orders, contracts, agendas, and declarations.
Declarations must include a certification or declaration stating, “I certify (or declare) under
penalty of perjury under the laws of the State of California that the foregoing is true and correct,”
and must further comply with the requirements of Code of Civil Procedure section 2015.5.
Evidence corroborating the source documents may include data relevant to the reimbursable
activities otherwise in compliance with local, State, and federal government requirements.
However, corroborating documents cannot be substituted for source documents.

The claimant is only allowed to claim and be reimbursed for increased costs for reimbursable
activities identified below. Increased cost is limited to the cost of an activity that the claimant is
required to incur as a result of the mandate.

For each eligible claimant that incurs increased costs, the following activities are reimbursable:

A. Provide a written Cal Grant opt-out notice pursuant to Education Code section
69432.9(d) (Stats. 2014, ch. 679; Stats. 2016, ch. 82) as follows:

1. Beginning July 1, 2015, provide written notice by October 15, 2015 and 2016, to all
grade 12 pupils in the class of 2016 and class of 2017, which (1) states “the pupil will
2
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be deemed a Cal Grant applicant unless the pupil opts out within a period of time
specified in the notice, which shall not be less than 30 days;” (2) identifies when the
school will first send grade point averages to the California Student Aid Commission
(CSAC); and (3) provides an opportunity for the pupil to opt out of being
automatically deemed a Cal Grant applicant.

2. Beginning January 1, 2017, provide written notice by January 1 to all grade 11 pupils,
beginning with the class of 2018, which (1) states “the pupil will be deemed a Cal
Grant applicant unless the pupil opts out within a period of time specified in the
notice, which shall not be less than 30 days;” (2) identifies when the school will first
send grade point averages to CSAC; and (3) provides an opportunity for the pupil to
opt out of being automatically deemed a Cal Grant applicant.

Reimbursement is not required to develop an opt-out notice because CSAC has
developed an opt-out notice form, which is available on its website.

B. Beginning July 1, 2015, electronically submit to CSAC the GPAs for all grade 12 pupils
each academic year to CSAC, except for pupils who opt out in accordance with section
69432.9(d), pursuant to Education Code section 69432.9(c)(2) (Stats. 2014, ch. 679).

Beginning January 1, 2016, the GPAs shall be electronically submitted to CSAC on a
“standardized form.” (Stats. 2015, ch. 637.)

Beginning January 1, 2017 the GPAs must be electronically submitted by October 1 of
each academic year, except for pupils who opt out in accordance with section
69432.9(d). (Ed. Code, § 69432.9(c)(2), Stats. 2016, ch. 82).

Reimbursement is not required to calculate or certify GPAs or provide SSNs to CSAC.
V. CLAIM PREPARATION AND SUBMISSION

Each of the following cost elements must be identified for each reimbursable activity identified
in Section IV., Reimbursable Activities, of this document. Each claimed reimbursable cost must
be supported by source documentation as described in Section IV. Additionally, each
reimbursement claim must be filed in a timely manner.

A. Direct Cost Reporting

Direct costs are those costs incurred specifically for the reimbursable activities. The following
direct costs are eligible for reimbursement.

1. Salaries and Benefits

Report each employee implementing the reimbursable activities by name, job
classification, and productive hourly rate (total wages and related benefits divided by
productive hours). Describe the specific reimbursable activities performed and the hours
devoted to each reimbursable activity performed.

2. Materials and Supplies

Report the cost of materials and supplies that have been consumed or expended for the
purpose of the reimbursable activities. Purchases shall be claimed at the actual price after
deducting discounts, rebates, and allowances received by the claimant. Supplies that are

3
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withdrawn from inventory shall be charged on an appropriate and recognized method of
costing, consistently applied.

3. Contracted Services

Report the name of the contractor and services performed to implement the reimbursable
activities. If the contractor bills for time and materials, report the number of hours spent
on the activities and all costs charged. If the contract is a fixed price, report the services
that were performed during the period covered by the reimbursement claim. If the
contract services are also used for purposes other than the reimbursable activities, only
the pro-rata portion of the services used to implement the reimbursable activities can be
claimed. Submit contract consultant and attorney invoices with the claim and a
description of the contract scope of services.

4. Fixed Assets

Report the purchase price paid for fixed assets (including computers) necessary to
implement the reimbursable activities. The purchase price includes taxes, delivery costs,
and installation costs. If the fixed asset is also used for purposes other than the
reimbursable activities, only the pro-rata portion of the purchase price used to implement
the reimbursable activities can be claimed.

B. Indirect Cost Rates

Indirect costs are costs that have been incurred for common or joint purposes. These costs
benefit more than one cost objective and cannot be readily identified with a particular final cost
objective without effort disproportionate to the results achieved. After direct costs have been
determined and assigned to other activities, as appropriate, indirect costs are those remaining to
be allocated to benefited cost objectives. A cost may not be allocated as an indirect cost if any
other cost incurred for the same purpose, in like circumstances, has been claimed as a direct cost.

Indirect costs may include: (a) the indirect costs originating in each department or agency of the
governmental unit carrying out state-mandated programs; and (b) the costs of central
governmental services distributed through the central service cost allocation plan and not
otherwise treated as direct costs.

School districts must use the California Department of Education approved indirect cost rate for
the year that funds are expended.

VI. RECORD RETENTION

Pursuant to Government Code section 17558.5(a), a reimbursement claim for actual costs filed
by a local agency or school district pursuant to this chapter? is subject to the initiation of an audit
by the Controller no later than three years after the date that the actual reimbursement claim is
filed or last amended, whichever is later. However, if no funds are appropriated or no payment is
made to a claimant for the program for the fiscal year for which the claim is filed, the time for
the Controller to initiate an audit shall commence to run from the date of initial payment of the
claim. In any case, an audit shall be completed not later than two years after the date that the
audit is commenced. All documents used to support the reimbursable activities, as described in

2 This refers to title 2, division 4, part 7, chapter 4 of the Government Code.
4
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Section V., must be retained during the period subject to audit. If an audit has been initiated by
the Controller during the period subject to audit, the retention period is extended until the
ultimate resolution of any audit findings.

VIl. OFFSETTING REVENUES AND REIMBURSEMENTS

Any offsetting revenue the claimant experiences in the same program as a result of the same
statutes or executive orders found to contain the mandate shall be deducted from the costs
claimed. In addition, reimbursement for this mandate from any source, including but not limited
to, service fees collected, federal funds, and other applicable State funds, shall be identified and
deducted from any claim submitted for reimbursement.

Grant funds received by school districts under the College Readiness Block Grant (Ed. Code,
8 41580) must be identified by a school district as offsetting revenues on a reimbursement claim
if the district uses the grant funds for this program.

VIIl. STATE CONTROLLER’S CLAIMING INSTRUCTIONS

Pursuant to Government Code section 17558(b), the Controller shall issue claiming instructions
for each mandate that requires State reimbursement not later than 90 days after receiving the
adopted parameters and guidelines from the Commission, to assist local agencies and school
districts in claiming costs to be reimbursed. The claiming instructions shall be derived from
these Parameters and Guidelines and the Decision on the Test Claim and Parameters and
Guidelines adopted by the Commission.

Pursuant to Government Code section 17561(d)(1), issuance of the claiming instructions shall
constitute a notice of the right of the local agencies and school districts to file reimbursement
claims, based upon parameters and guidelines adopted by the Commission.

IX. REMEDIES BEFORE THE COMMISSION

Upon request of a local agency or school district, the Commission shall review the claiming
instructions issued by the Controller or any other authorized state agency for reimbursement of
mandated costs pursuant to Government Code section 17571. If the Commission determines that
the claiming instructions do not conform to the parameters and guidelines, the Commission shall
direct the Controller to modify the claiming instructions and the Controller shall modify the
claiming instructions to conform to the parameters and guidelines as directed by the
Commission.

In addition, requests may be made to amend parameters and guidelines pursuant to Government
Code section 17557(d), and California Code of Regulations, title 2, section 1183.17.

X. LEGAL AND FACTUAL BASIS FOR THE PARAMETERS AND GUIDELINES

The decisions adopted for the Test Claim and Parameters and Guidelines are legally binding on
all parties and provide the legal and factual basis for the Parameters and Guidelines. The support
for the legal and factual findings is found in the administrative record. The administrative record
is on file with the Commission.

5
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DECLARATION OF SERVICE BY EMAIL

I, the undersigned, declare as follows:

I am a resident of the County of Sacramento and I am over the age of 18 years, and not a party to
the within action. My place of employment is 980 Ninth Street, Suite 300, Sacramento,
California 95814.

On May 30, 2018, I served the:

e Decision and Parameters and Guidelines adopted May 25,2018

Cal Grant: Opt-Out Notice and Grade Point Average Submission, 16-TC-02

Education Code Section 69432.9(d), Statutes 2014, Chapter 679 (AB 2160); and
Education Code Sections 69432.9(c)(2) and (d)(1), Statutes 2016, Chapter 82 (AB 2908)
Fairfield-Suisun Unified School District, Claimant

by making it available on the Commission’s website and providing notice of how to locate it to
the email addresses provided on the attached mailing list.

I declare under penalty of perjury under the laws of the State of California that the foregoing is
true and correct, and that this declaration was executed on May 30, 2018 at Sacramento,

QLU Mg

Jill L. MAgee

Commigsion on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA 95814

(916) 323-3562
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5/30/2018 Mailing List

COMMISSION ON STATE MANDATES

Mailing List
Last Updated: 5/30/18
Claim Number: 16-TC-02

Cal Grant: Opt-Out Notice and Grade Point Average Submission (Test Claim title

M : . . . .
atter Cal Grant: Grade Point Average and Graduation Certification)

Claimant: Fairfield-Suisun Unified School District

TO ALL PARTIES, INTERESTED PARTIES, AND INTERESTED PERSONS:

Each commission mailing list is continuously updated as requests are received to include or remove any
party or person on the mailing list. A current mailing list is provided with commission correspondence, and
a copy of the current mailing list is available upon request at any time. Except as provided otherwise by
commission rule, when a party or interested party files any written material with the commission
concerning a claim, it shall simultaneously serve a copy of the written material on the parties and interested
parties to the claim identified on the mailing list provided by the commission. (Cal. Code Regs., tit. 2, §
1181.3.)

Edmundo Aguilar, Chief Counsel, Department of Education
1430 N Street, Sacramento, CA 95814-5901

Phone: (916) 319-0860

EAguilar@cde.ca.gov

Amber Alexander, Department of Finance
915 L Street, Sacramento, Ca

Phone: (916) 445-0328
Amber.Alexander@dof.ca.gov

Michael Ambrose, Acting General Counsel, CSBA Director, California School Boards Association
3251 Beacon Boulevard, West Sacramento, CA 95691

Phone: (916) 669-3270

mambrose@csba.org

Socorro Aquino, State Controller's Office

Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-7522

SAquino@sco.ca.gov

Harmeet Barkschat, Mandate Resource Services, LLC
5325 Elkhorn Blvd. #307, Sacramento, CA 95842
Phone: (916) 727-1350

harmeet@calsdrc.com

Lacey Baysinger, State Controller's Office

Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-0254

Ibaysinger@sco.ca.gov
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5/30/2018

Mailing List

Mike Brown, School Innovations & Advocacy

5200 Golden Foothill Parkway, El Dorado Hills, CA 95762
Phone: (916) 669-5116

mikeb@sia-us.com

J. Bradley Burgess, MGT of America

895 La Sierra Drive, Sacramento, CA 95864
Phone: (916)595-2646
Bburgess@mgtamer.com

Evelyn Calderon-Yee, Bureau Chief, State Controller's Office

Local Government Programs and Services, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-5919

ECalderonYee@sco.ca.gov

Gwendolyn Carlos, State Controller's Office

Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 323-0706

gearlos@sco.ca.gov

Carolyn Chu, Senior Fiscal and Policy Analyst, Legal Analyst's Office
925 L Street, Sacramento, CA 95814

Phone: (916) 319-8326

Carolyn.Chu@lao.ca.gov

Kris Corey, Superintendent, Fairfield Suisun Unified School District
2490 Hilborn Road, Fairfield, CA 94534

Phone: (707) 399-5009

KrisC@fsusd.org

Lupita Cortez Alcala, Executive Director, California Student Aid Commission
P.O. Box 419026, Rancho Cordova, CA 95741-9026

Phone: (916) 464-8271

Lupita.Alcala@csac.ca.gov

Anita Dagan, Manager, Local Reimbursement Section, State Controller's Office

Local Government Programs and Services Division, Bureau of Payments, 3301 C Street, Suite 740,
Sacramento, CA 95816

Phone: (916) 324-4112

Adagan@sco.ca.gov

Marieta Delfin, State Controller's Office

Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-4320

mdelfin@sco.ca.gov

Andra Donovan, San Diego Unified School District

Legal Services Office, 4100 Normal Street, Room 2148, , San Diego, CA 92103
Phone: (619) 725-5630

adonovan@sandi.net

Eric Feller, Commission on State Mandates

980 9th Street, Suite 300, Sacramento, CA 95814
Phone: (916) 323-3562

eric.feller@csm.ca.gov

Donna Ferebee, Department of Finance
915 L Street, Suite 1280, Sacramento, CA 95814
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Phone: (916) 445-3274
donna.ferebee@dof.ca.gov

Chris Ferguson, Department of Finance

Education Systems Unit, 915 L Street, 7th Floor, 915 L Street, 7th Floor, Sacramento, CA 95814
Phone: (916) 445-3274

Chris.Ferguson@dof.ca.gov

Susan Geanacou, Department of Finance

915 L Street, Suite 1280, Sacramento, CA 95814
Phone: (916) 445-3274
susan.geanacou@dof.ca.gov

Heather Halsey, Executive Director, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814

Phone: (916) 323-3562

heather.halsey@csm.ca.gov

Ed Hanson, Department of Finance

Education Systems Unit, 915 L Street, 7th Floor, Sacramento, CA 95814
Phone: (916) 445-0328

ed.hanson@dof.ca.gov

Lorena Jung, San Jose Unified School District
855 Lenzen Avenue, San Jose, CA 95126
Phone: (408) 535-6000

ljung@sjusd.org

Jill Kanemasu, State Controller's Olffice

Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 322-9891

jkanemasu@sco.ca.gov

Dan Kaplan, Fiscal & Policy Analyst, Legislative Analyst's Office
925 L Street, Suite 1000, Sacramento, CA 95814

Phone: (916) 319-8353

Dan.Kaplan@lao.ca.gov

Jennifer Kuhn, Deputy, Legislative Analyst's Office
925 L Street, Suite 1000, Sacramento, CA 95814
Phone: (916) 319-8332

Jennifer.kuhn@]lao.ca.gov

Lisa Kurokawa, Bureau Chief for Audits, State Controller's Office
Compliance Audits Bureau, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 327-3138

lkurokawa(@sco.ca.gov

George Landon, Deputy Superintendent, Admin. Fiscal Support, Lake Elsinore Unified School
District

545 Chaney Street, Lake Elsinore, CA 92530

Phone: (951) 253-7095

George.Landon@leusd.k12.ca.us

Jill Magee, Program Analyst, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814

Phone: (916) 323-3562

Jill. Magee@csm.ca.gov
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Michelle Mendoza, MAXIMUS

17310 Red Hill Avenue, Suite 340, Irvine, CA 95403
Phone: (949) 440-0845
michellemendoza@maximus.com

Yazmin Meza, Department of Finance
915 L Street, Sacramento, CA 95814
Phone: (916) 445-0328
Yazmin.meza@dof.ca.gov

Meredith Miller, Director of SB90 Services, MAXIMUS
3130 Kilgore Road, Suite 400, Rancho Cordova, CA 95670
Phone: (972) 490-9990

meredithcmiller@maximus.com

Robert Miyashiro, Education Mandated Cost Network
1121 L Street, Suite 1060, Sacramento, CA 95814
Phone: (916) 446-7517

robertm@sscal.com

Lourdes Morales, Senior Fiscal and Policy Analyst, Legal Analyst's Office

925 L Street, Sacramento, CA 95814
Phone: (916) 319-8320
Lourdes.Morales@LAO.CA.GOV

Keith Nezaam, Department of Finance

915 L Street, 8th Floor, Sacramento, CA 95814
Phone: (916) 445-8913
Keith.Nezaam@dof.ca.gov

Michelle Nguyen, Department of Finance

Education Unit, 915 L Street, Sacramento, CA 95814
Phone: (916) 445-0328
Michelle.Nguyen@dof.ca.gov

Andy Nichols, Nichols Consulting

1857 44th Street, Sacramento, CA 95819
Phone: (916) 455-3939
andy@nichols-consulting.com

Arthur Palkowitz, Artiano Shinoff

2488 Historic Decatur Road, Suite 200, San Diego, CA 92106
Phone: (619) 232-3122

apalkowitz@as7law.com

Keith Petersen, SixTen & Associates

P.O. Box 340430, Sacramento, CA 95834-0430
Phone: (916) 419-7093

kbpsixten@aol.com

Mark Rewolinski, MAXIMUS

808 Moorefield Park Drive, Suite 205, Richmond, VA 23236
Phone: (949) 440-0845

markrewolinski@maximus.com

Sandra Reynolds, Reynolds Consulting Group,Inc.
P.O. Box 894059, Temecula, CA 92589
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Phone: (951) 303-3034
sandrareynolds_30@msn.com

Carla Shelton, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814
Phone: (916) 323-3562
carla.shelton@csm.ca.gov

Camille Shelton, Chief Legal Counsel, Commission on State Mandates
980 9th Street, Suite 300, Sacramento, CA 95814

Phone: (916) 323-3562

camille.shelton@csm.ca.gov

Steve Shields, Shields Consulting Group,Inc.
1536 36th Street, Sacramento, CA 95816
Phone: (916) 454-7310
steve@shieldscg.com

Jim Spano, Chief, Mandated Cost Audits Bureau, State Controller's Office
Division of Audits, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 323-5849

jspano@sco.ca.gov

Dennis Speciale, State Controller's Office

Division of Accounting and Reporting, 3301 C Street, Suite 700, Sacramento, CA 95816
Phone: (916) 324-0254

DSpeciale@sco.ca.gov

Joe Stephenshaw, Director, Senate Budget & Fiscal Review Committee
California State Senate, State Capitol Room 5019, Sacramento, CA 95814
Phone: (916) 651-4103

Joe.Stephenshaw(@sen.ca.gov

Amy Tang-Paterno, Educational Fiscal Services Consultant, California Department of Education
Government Affairs, 1430 N Street, Suite 5602, Sacramento, CA 95814

Phone: (916) 322-6630

ATangPaterno@cde.ca.gov

Thomas Todd, Assistant Program Budget Manager, Department of Finance
Education Systems Unit, 915 L Street, 7th Floor, Sacramento, CA 95814
Phone: (916) 445-0328

Thomas.Todd@dof.ca.gov

Jolene Tollenaar, MGT of America

Claimant Representative

2251 Harvard Street, Suite 134, Sacramento, CA 95815
Phone: (916) 243-8913

jolenetollenaar@gmail.com

Brian Uhler, Principal Fiscal & Policy Analyst, Legislative Analyst's Office
925 L Street, Suite 1000, Sacramento, CA 95814

Phone: (916) 319-8328

Brian.Uhler@LAO.CA.GOV

Maritza Urquiza, Department of Finance

Education Unit, 915 L Street, Sacramento, CA 95814
Phone: (916) 445-0328

Maritza.Urquiza@dof.ca.gov
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Marichi Valle, San Jose Unified School District
855 Lenzen Avenue, San Jose, CA 95126
Phone: (408) 535-6141

mvalle@sjusd.org
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Exhibit C

Hearing Date: March 22, 2019
JAMANDATES\2016\TC\16-TC-02 Cal Grant Opt-Out Notice and Grade Point Average Submission\SCE\Draft PSCE.docx

ITEM
DRAFT PROPOSED STATEWIDE COST ESTIMATE
$349,023

(Estimated Annual Cost for Fiscal Year 2017-2018 and following is $140,859)

Education Code Section 69432.9(d), Statutes 2014, Chapter 679 (AB 2160); and
Education Code Section 69432.9(c)(2) and (d)(1), Statutes 2016, Chapter 82 (AB 2908);

Cal Grant: Opt-Out Notice and Grade Point Average Submission®
16-TC-02

The Commission on State Mandates (Commission) adopted this Statewide Cost Estimate by a
vote of [vote count will be included in the adopted Statewide Cost Estimate] during a regularly
scheduled hearing on March 22, 2019 as follows:

Member \/ote

Lee Adams, County Supervisor

Kate Gordon, Director of the Office of Planning and Research

Mark Hariri, Representative of the State Treasurer
Sarah Olsen, Public Member

Carmen Ramirez, City Council Member

Yvette Stowers, Representative of the State Controller, Vice Chairperson

Jacqueline Wong-Hernandez, Representative of the Director of the Department of
Finance, Chairperson

STAFF ANALYSIS
Background and Summary of the Mandate

On June 26, 2017, the Fairfield-Suisun Unified School District (claimant) filed the Test Claim
alleging costs to implement the test claim statutes as follows: “Actual: $13,099 FY 2015-16 and
$14,888 for FY 2016-17.” 2 The claimant further alleged: “The actual or estimated annual costs
that will be incurred by the claimant to implement the mandate during the fiscal year

! Note that the underlying Test Claim was entitled “Cal Grant: Grade Point Average and
Graduation Certification, 16-TC-02” but that the Parameters and Guidelines have been renamed
consistent with the activities approved for reimbursement.

2 Exhibit A, Test Claim Decision, pages 16-18.
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immediately following the fiscal year for which the claim was filed: Estimated: $15,186 FY
2017-18.73

The claimant also provided a statewide cost estimate (as required by Government Code 17553)
of $4,792,337 for 2016-2017 and $4,915,860 for 2017-2018, based on an estimated unit cost for
each of the alleged state-mandated activities multiplied by 484,169 pupils.*

On January 26, 2018, the Commission on State Mandates (Commission) adopted the Test Claim
Decision,® partially approving the Test Claim, finding that the test claim statutes impose a
reimbursable state-mandated program on K-12 school districts within the meaning of article XI1I
B, section 6 of the California Constitution and Government Code section 17514 to provide a
written Cal Grant opt-out notice pursuant to Education Code section 69432.9(d) (Stats. 2014, ch.
679; Stats. 2016, ch. 82) and to electronically submit the grade point averages (GPAs) of all
grade 12 pupils each academic year to the California Student Aid Commission (CSAC), except
for pupils who opt out in accordance with section 69432.9(d), pursuant to Education Code
section 69432.9(c)(2) (Stats. 2014, ch. 679). Specifically excluded from reimbursement, were
the alleged activities “to develop an opt-out notice” because CSAC has developed an opt-out
notice form, which is available on its website and “to calculate or certify GPAS” or “provide
Social Security Numbers” to CSAC because the requirement to calculate GPAs is not new and
providing Social Security Numbers is not mandated by the plain language of Education Code
section 69432.9(c)(2).°

The Decision and Parameters and Guidelines’ were adopted on May 25, 2018,

Eligible claimants were required to file initial reimbursement claims with the State Controller’s
Office (Controller) for costs incurred for fiscal year 2015-2016 and 2016-2017 by

December 26, 2018. Late initial reimbursement claims may be filed until December 26, 2019.
Annual reimbursement claims for fiscal year 2017-2018 must be filed with the Controller by
February 15, 2019. Claims filed more than one year after the deadline will not be accepted, and
late claims filed within one year of the deadline will incur a 10 percent late filing penalty not to
exceed $10,000.°

Eligible Claimants and Period of Reimbursement:

With the exception of community colleges, any “school district” as defined in Government Code
section 17519 that incurs increased costs as a result of this mandate is eligible to claim
reimbursement.

Government Code section 17557(e) states that a test claim shall be submitted on or before
June 30 following a given fiscal year to establish eligibility for reimbursement for that fiscal
year. The claimant filed the Test Claim on June 26, 2017, establishing eligibility for

3 Exhibit A, Test Claim Decision, pages 16-18.
4 Exhibit A, Test Claim Decision, page 18.
% Exhibit A, Test Claim Decision.

® Exhibit A, Test Claim Decision, pages 30 and 34; Exhibit B, Decision and Parameters and
Guidelines, page 4; Exhibit B, Decision and Parameters and Guidelines, page 3.

" Exhibit B, Decision and Parameters and Guidelines.
8 Government Code section 17568.
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reimbursement for the 2015-2016 fiscal year, beginning July 1, 2015. However, Statutes 2016,
chapter 82 became effective on January 1, 2017, establishing the period of reimbursement for the
activity to provide a written opt-out notice by January 1 to all grade 11 pupils, beginning with the
class of 2018, to begin January 1, 2017.

Reimbursable Activities

The Parameters and Guidelines authorize reimbursement, for each eligible claimant, limited to
the claimant’s increased costs for reimbursable activities identified below:

A. Provide a written Cal Grant opt-out notice pursuant to Education Code section
69432.9(d) (Stats. 2014, ch. 679; Stats. 2016, ch. 82) as follows:

1. Beginning July 1, 2015, provide written notice by October 15, 2015 and 2016, to all
grade 12 pupils in the class of 2016 and class of 2017, which (1) states “the pupil will
be deemed a Cal Grant applicant unless the pupil opts out within a period of time
specified in the notice, which shall not be less than 30 days;” (2) identifies when the
school will first send grade point averages to the California Student Aid Commission
(CSAC); and (3) provides an opportunity for the pupil to opt out of being
automatically deemed a Cal Grant applicant.

2. Beginning January 1, 2017, provide written notice by January 1 to all grade 11 pupils,
beginning with the class of 2018, which (1) states “the pupil will be deemed a Cal
Grant applicant unless the pupil opts out within a period of time specified in the
notice, which shall not be less than 30 days;” (2) identifies when the school will first
send grade point averages to CSAC; and (3) provides an opportunity for the pupil to
opt out of being automatically deemed a Cal Grant applicant.

Reimbursement is not required to develop an opt-out notice because CSAC has
developed an opt-out notice form, which is available on its website.

B. Beginning July 1, 2015, electronically submit to CSAC the GPAs for all grade 12 pupils
each academic year to CSAC, except for pupils who opt out in accordance with section
69432.9(d), pursuant to Education Code section 69432.9(c)(2) (Stats. 2014, Ch. 679).

Beginning January 1, 2016, the GPAs shall be electronically submitted to CSAC on a
“standardized form.” (Stats. 2015, Ch. 637.)

Beginning January 1, 2017 the GPAs must be electronically submitted by October 1 of
each academic year, except for pupils who opt out in accordance with section
69432.9(d). (Ed. Code, § 69432.9(c)(2), Stats. 2016, Ch. 82).

Reimbursement is not required to calculate or certify GPAs or provide SSNs to CSAC.

Activity A.1. ends effective October 15, 2016, and is replaced with activity A.2. effective
January 1, 2017.°

% Exhibit A, Test Claim Decision, page 24. Note that this results in these two activities
overlapping for the 2016-2017 fiscal year only.
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Offsetting Revenues and Reimbursements
The Parameters and Guidelines provide the following:

Any offsetting revenue the claimant experiences in the same program as a result
of the same statutes or executive orders found to contain the mandate shall be
deducted from the costs claimed. In addition, reimbursement for this mandate
from any source, including but not limited to, service fees collected, federal funds,
and other applicable State funds, shall be identified and deducted from any claim
submitted for reimbursement.

Grant funds received by school districts under the College Readiness Block Grant
(Ed. Code, § 41580) must be identified by a school district as offsetting revenues
on a reimbursement claim if the district uses the grant funds for this program.*°

Statewide Cost Estimate

Commission staff reviewed the 93 reimbursement claims submitted by 47 school districts and
data compiled by the Controller.** The unaudited reimbursement claims total $158,952 for fiscal
year 2015-2016 and $190,071 for fiscal year 2016-2017 totaling $349,023 for the initial
reimbursement period.*?

Assumptions

Based on the claims data, staff made the following assumptions and used the following
methodology to develop the Statewide Cost Estimate for this program.

e The annual amount claimed for reimbursement may increase and exceed this Statewide
Cost Estimate.

There are 76 high school districts and 344 unified school districts (i.e. K-12) in California: thus
there are approximately 420 districts eligible to file claims.*® Of those, only 47 districts, about
11 percent of eligible school districts (i.e. districts with 11th and 12th graders), filed
reimbursement claims for the initial reimbursement period: 47 for fiscal year 2015-2016 and 46
for fiscal year 2016-2017. If other eligible claimants file late or amended claims, the amount of
reimbursement claims may exceed the Statewide Cost Estimate. Late initial claims may be filed
until December 26, 2019. There may be several reasons that non-claiming districts did not file
reimbursement claims, including but not limited to: districts did not incur costs of more than
$1,000 during fiscal year 2015-2016 or 2016-2017; districts with relatively low reimbursable
costs after identifying offsetting revenues from grant funds received under the College Readiness
Block Grant and used for this program may have determined that it was not cost-effective to
participate in the reimbursement claim process.

10 Exhibit B, Decision and Parameters and Guidelines, page 11.
11 Claims data reported as of January 14, 2019.
12 Claims data reported as of January 14, 2019.

13 Not including continuation and special education districts, some of which may be subject to
the mandate and eligible to claim.
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e The total amount for this program may be lower than the Statewide Cost Estimate based
on the Controller’s audit findings.

The Controller may conduct audits and reduce any claim it deems to be excessive or
unreasonable. Therefore, costs may be lower than the Statewide Cost Estimate based on the
audit findings.

e The future annual costs for this program may increase or decrease proportionately with
the growth or reduction in school enrollment as well as the cost of employee salaries or
materials.

The future annual costs of this program have direct correlation with the number of eligible pupils
enrolled per district. This assumption is based on future enrollment which may increase or
decrease the number of notices. However, based on enroliment data'* from the California
Department of Education, statewide enrollment in grades 9 through 12 has remained virtually
unchanged during school years 2014-2015 through 2017-2018. Rather, future annual costs are
more likely to fluctuate based on the position or classification of the employee performing the
reimbursable activities or an increase or decrease in the salaries of employees performing the
reimbursable activities or in the cost of materials (envelopes, mailing costs, photocopies) per
written notice.

e The total amount of reimbursement for this program may vary depending on whether this
program is added to the K-12 Mandate Block Grant program and the level of school
district participation in the K-12 Mandate Block Grant Program.

If this mandated program is added to the K-12 Mandate Block Grant and a school district
voluntarily participates in the block grant program, then costs cannot be claimed through the
state’s reimbursement process. A school district or county office of education that receives
block grant funding is not eligible to submit claims to the Controller for reimbursement pursuant
to Government Code section 17560 for any costs of any state mandates included in the statutes
and executive orders identified in Government Code section 17581.6(e). The block grant allows
school districts to receive a per pupil allocation to carry out reimbursable mandated activities. In
2017-2018, 95 percent of school districts and 95 percent of county offices of education
participated in the block grant.'® As a result, the future annual costs of this program may be
lower than the Statewide Cost Estimate.

e The increase in costs claimed in fiscal year 2016-2017 will not be continuing going
forward, because activity A.1. ended effective October 15, 2016.

As discussed above, the activity to “provide written notice by October 15, 2015 and 2016, to all
grade 12 pupils in the class of 2016 and class of 2017 ended on October 15, 2016 and the
activity to “provide written notice by January 1 to all grade 11 pupils, beginning with the class of
2018” begins on January 1, 2017. As a result, there was overlap of these activities for fiscal year

14 Exhibit X, California Department of Education, Enroliment by Grade Comparison —
CalEdFacts, https://www.cde.ca.gov/ds/sd/cb/cefenrollmentcomp.asp, accessed on
January 23, 2019.

15 Exhibit X, Legislative Analyst’s Office 2017-18 Budget: Proposition 98 Education Analysis,
February 9, 2017, page 44.
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2016-2017 only. However, for 2017-2018 and forward the notice will only be sent to 11th grade
pupils.
Methodology

The Statewide Cost Estimate for the initial claiming period of fiscal year 2015-2016 and 2016-
2017 was developed by totaling the 93 unaudited reimbursement claims submitted with the
Controller. The ongoing annual cost estimate totals the costs of activities A.2. and B. and the
indirect costs claimed from the 2016-2017 reimbursement claims only.

Following is a breakdown of actual costs claimed per fiscal year in the initial reimbursement
period:

Table A
Reimbursement Period Numb_er of !n|t|al Cost
Claims Filed
Fiscal Year 2015-2016 47 $158,952
Fiscal Year 2016-2017 46 $190,071
TOTAL 93 $349,023

The actual claims data indicate that about 11percent (47 districts in one year and 46 districts the
next) of eligible school districts (approximately 420 high school and unified school districts)
filed reimbursement claims for the initial claiming period. With very few and minor exceptions,
the same districts filed claims for both fiscal years 2015-2016 and 2016-2017, are among the
smaller to medium districts in the state, and no very large districts filed reimbursement claims.
Interestingly, though approximately 11 percent of the eligible districts filed claims, and the total
11th and 12th grade pupil population of the eligible districts that filed claims was 53,594 and
55,812, respectively which is approximately 11 percent of the statewide 11th and 12th grade
populations. See Table B below:

Table B
Fiscal Number | Activity A.1 | Activity A.2 | Activity B | Indirect
Year of Initial Provide Provide Submit Costs Total
Claims Written Written GPAs
Filed Notice Notice
2015-2016 47 $46,889 Not yet 103,469 $8,594 $158.952
required '

2016-2017 46 $49,212 $46,962 $84,266 $9,631 | $190,071
Est. 2017- 46 No longer $46,962 $84,266 $9,631

2018 required. $140,859

Accordingly, assuming that only 46 school districts file claims for fiscal year 2017-2018, as was
true for 2016-2017, the estimated cost will be approximately the same as it was for ongoing
Activity A.2 and Activity B. in 2016-2017 plus indirect costs which totals $140,859. This

represents a slight reduction in costs (per district and per pupil) from the prior year (2015-2016)
which is likely due to the greater ease in submitting electronic GPAs as the program has evolved
and the fact that the notice is now only required to be provided to 11th grade pupils and the
program has now been fully implemented.
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It is also noteworthy, though, that several of the districts did not claim for all three reimbursable
activities in 2016-2017 and more so that several failed to claim for A.2 and B. for that year. Itis
unclear whether those districts failed to perform the activities as required by law, misclaimed all
costs under A.1, or did not adequately document costs for some of the activities to allow for
proper claiming of those specific activities. In fact, only 21 of the 46 districts that filed claims
for 2016-2017 claimed for both activities A.2 and B. for that year (both of which were mandated)
and 20 of those claimed indirect costs. One of the lowest costs per pupil was claimed by Vista
Unified School district, which claimed only $0.12 per 11th grade pupil to provide the notice
under A.2 and $.37 per 12th grade pupil to submit the pupil’s GPA under activity B. and an
average of $.01 per pupil in indirect costs to perform those activities. On the other hand, some of
the highest costs per pupil, per activity was for La Honda-Pescadero Unified School District (a
very small district with only 25 11th graders and 31 12th graders) with costs of $19.72 per 11th
grade pupil for activity A.2 and $29.58 per 12th grade pupil for activity B., plus an average of
$2.77 per pupil in indirect costs. This variability in claiming and in costs per pupil per activity
demonstrates a couple of things. First, the data being relied upon for this estimate is not very
good for supporting assumptions about future costs. Second, costs may vary per district per
pupil for a variety of reasons including the size of the school, level of employee available to
perform the mandated activities, whether and when the school has automated its processes,
among other factors. Also, as discussed above, the State’s liability could vary dramatically
dependent upon how many and which districts file claims and any reductions made by the
Controller in the auditing process.

However, based on the average cost per pupil for the 20 districts that claimed for the ongoing
activities A.2 ($1.39 per 11th grade pupil) and B. ($2.83 per 12th grade pupil) plus indirect costs
(average of $1.47 per 11th and 12th grade pupil), if every eligible district filed a claim for the
costs of the 475,696 11th grade public school pupils (475,696 x $1.39=$661,217.44) and
489,221 12th grade public school pupils (489,221 x $2.83=$1,384,495.40) plus indirect costs of
$1.47 per each of these 964,917 pupils for which these activities are performed ($964,917 x
1.47=1,418,427.90) statewide costs could potentially increase to $3,464,140.70, annually. This
is an unlikely scenario since the larger school districts often (but not always) have a lower per
pupil cost and the largest school districts in the state have not filed reimbursement claims for this
program.

Draft Proposed Statewide Cost Estimate
On February 13, 2019, Commission staff issued the Draft Proposed Statewide Cost Estimate.®
Staff Recommendation

Staff recommends that the Commission adopt this Proposed Statewide Cost Estimate of
$349,023 for the initial reimbursement period of fiscal years 2015-2016 and 2016-2017 and the
estimated cost for fiscal year 2017-2018 and following of $140,859.

16 Exhibit C, Draft Proposed Statewide Cost Estimate.
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RECEIVED
February 15, 2019

Commission on
State Mandates

Exhibit D

California State Controller

February 15, 2019

Ms. Heather Halsey

Executive Director
Commission on State Mandates
980 Ninth Street, Suite 300
Sacramento, CA 95814

SUBJECT: Draft Proposed Statewide Cost Estimate, Schedule for Comments,
and Notice of Hearing

Cal Grant: Opt-Out Notice and Grade Point Average Submission, 16-TC-02
Education Code Section 69432.9(d), Statutes 2014, Chapter 679 (AB 21160); and
Education Code sections 69432.9(c)(2) and (d)(1), Statutes 2016, Chapter 82
(AB 2908), Fairfield-Suisun Unified School District, Claimant

Dear Mr. Halsey:

The State Controller’s Office reviewed the Draft Proposed Statewide Cost Estimate for the

Cal Grant: Opt-Out Notice and Grade Point Average Submission program and recommends no
changes.

If you have any questions, please contact Linda Waty of the Local Reimbursements Section in the

Local Government Programs and Services Division, at LWaty@sco.ca.gov or (916) 324-7870.

Sincerely,

el i)

'ANITA DAGAN, Manager
Local Reimbursements Section

Cc:  Jim Spano, Chief, Division of Audits, State Controller’s Office

Local Government Programs and Services Division
MAILING ADDRESS P.O. Box 942850, Sacramento, CA 94250
3301 C Street, Suite 700, Sacramento, CA 95816
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DECLARATION OF SERVICE BY EMAIL

I, the undersigned, declare as follows:

I am a resident of the County of Sacramento and I am over the age of 18 years, and not a party to
the within action. My place of employment is 980 Ninth Street, Suite 300, Sacramento,
California 95814.

On February 19, 2019, I served the:

e Controller’s Comments on the Draft Proposed Statewide Cost Estimate filed
February 15,2019
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Exhibit E

Report of enrollment by grade level for years 2014-15 through 2017-18, including percent change from one year to the next.

Grade Level

Kindergarten

Grade 1

Grade 2
Grade 3
Grade 4
Grade 5
Grade 6

Grade 7

Grade 8

Number
of
Schools
(2017-
18%)

6,179

6,217

6,243
6,295
6,305
6,376
4,779

3,324

3,385

Enroliment
2014-15

511,985

464,323

469,713

485,624

475,192

472,156

469,413

464,286

467,038

https://www.cde.ca.gov/ds/sd/cb/cefenrollmentcomp.asp

Enroliment Enroliment
2015-16 2016-17
530,531 535,379
444 573 456,002
463,881 445,553
470,157 465,165
485,885 471,141
476,427 487,493
471,467 475,809
470,753 473,574
465,322 472,340

Enroliment
2017-18

531,725

456,175

455,523

447,253

466,660

472,202

486,261

477,308

474,828

Increase or
Decrease in
Enroliment
2014-15to
2015-16

3.62%

-4.25%

-1.24%

-3.18%

2.25%

0.90%

0.44%

1.39%

-0.37%

Increase or
Decrease in
Enroliment
201516 to
2016-17

0.91%

2.57%

-3.95%

-1.06%

-3.03%

2.32%

0.92%

0.60%

1.51%

Increase or
Decrease in
Enroliment
2016-17 to
2017-18

-0.68%

0.04%

2.24%

-3.85%

-0.95%

-3.14%

2.20%

0.79%

0.53%
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Ungraded
Elementary

Grade 9

Grade 10
Grade 11
Grade 12

Ungraded
Secondary

Total

19

2,418

2,638

2,751

2,746

329

10,475

435

495,004

480,753

477,097

496,901

5,600

6,235,520

416

487,202

488,004

472,968

492,835

6,316

6,226,737

Enrollment by Grade Comparison - CalEdFacts (CA Dept of Education)

377

487,548
486,085
481,521
484,169

6,079

6,228,235

*Number of schools that reported enrollment in each grade.

Questions: Data Reporting Office | dro@cde.ca.gov | 916-327-0219

Last Reviewed: Tuesday, July 10, 2018

371

495,277

483,745

475,696

489,221

8,168

6,220,413

-4.37%

-1.58%

1.51%

-0.87%

-0.82%

12.79%

-0.14%

-9.38%

0.07%

-0.39%

1.81%

-1.76%

-3.75%

0.02%

-1.59%

1.59%

-0.48%

-1.21%

1.04%

34.36%

-0.13%

https://www.cde.ca.gov/ds/sd/cb/cefenrollmentcomp.asp
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EXECUTIVE SUMMARY

In this report, we analyze the Governor’s overall Proposition 98 budget package as well as his

specific spending proposals for K-12 education.

Overall Proposition 98 Budget Plan
Governor Adjusts Proposition 98 Spending to Reflect Revised Estimates of the Minimum

Guarantee. Compared to June 2016 estimates, the Governor’s budget has the minimum guarantee
down $379 million in 2015-16 and down $506 million in 2016-17. These drops are due mostly to
reductions in General Fund tax revenue. The administration proposes to reduce Proposition 98
spending to match the lower estimates, primarily by deferring some program costs from 2016-17 to
2017-18. Regarding 2017-18, the administration estimates that the minimum guarantee will increase
$2.1 billion above the revised 2016-17 level, reflecting modest year-over-year growth in state revenue.
The administration proposes to use this increase primarily for eliminating the prior-year deferral

and providing a cost-of-living adjustment to the Local Control Funding Formula (LCFF).

Key Messages

Higher Minimum Guarantee Likely in 2017-18. We believe the administration’s estimate of
General Fund revenue in 2017-18 is low given its other economic assumptions. By May, revenue
in 2017-18 could be significantly higher than assumed in January, with a resulting increase in the
minimum guarantee. If revenue were to increase in 2017-18 by $2 billion above the Governor’s
January level, the minimum guarantee would increase by roughly $500 million. If revenue were to
increase by $4 billion, the minimum guarantee would increase by about $1.5 billion.

Recommend Increased Funding for LCFF, Exhausting Alternatives Before Approving
Deferral. The Governor proposes three significant actions relating to LCFF: (1) deferring an
$859 million LCFF payment from June to July 2017; (2) eliminating the deferral for the next
payment cycle, thereby returning payments to the regular statutory schedule; and (3) augmenting
LCFF funding by $744 million in 2017-18. Before deferring an LCFF payment, we recommend the
Legislature exhaust all other one-time options, including capturing any current-year program
savings. Were the Legislature to include a deferral in its budget package, we recommend it retire the
deferral as soon as possible, as the Governor proposes. We also recommend the Legislature take the
Governor’s same approach of dedicating most new ongoing Proposition 98 funding to LCFF, thereby
giving districts flexibility to meet local priorities and cost pressures.

Recommend Taking Time to Explore Possible Changes to Special Education Funding. The
2017-18 Governor’s Budget Summary expresses concern with the state’s current special education
funding system and indicates interest in having a statewide conversation about possible changes. In
particular, the administration has indicated an interest in rolling special education into LCFF and
directing all special education funding to districts rather than Special Education Local Planning
Areas (SELPAs). While we agree the current special education system has shortcomings, including

unnecessary complexity and unjustified funding inequities, we believe the Legislature has many

www.lao.ca.gov Legislative Analyst’s Office
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options to consider in redesigning the system. Moreover, redesigning the system could have
significant implications for many stakeholders. For these reasons, we recommend the Legislature
take time to explore its redesign options.

Recommend Different Approach to Aligning Preschool Programs. The Governor’s budget
includes several proposals that would change State Preschool programs in certain ways and
Transitional Kindergarten programs in other ways. Though the intent is to more closely align
State Preschool and Transitional Kindergarten programs, we recommend rejecting most of these
proposals, as we believe many elements of the proposals would add greater complexity to an already
complex system. We recommend the Legislature take a more holistic approach. Under such an
approach, the Legislature would consider how best to serve four-year olds, particularly those from
low-income families, including what eligibility criteria, program standards, and funding levels it
desired for these children. Making all these decisions in tandem would provide for better alignment
and coherence.

Recommend Creating a Plan for Addressing Mandates Backlog, Adding Two New Mandates
to Block Grant. The Governor proposes to make a one-time payment of $287 million toward
the K-12 mandates backlog. His proposal gives money to all schools on a per-student basis even
though many do not have any outstanding claims. Consequently, we estimate his proposal would
lower the backlog by only $102 million. We recommend the Legislature reject this approach and
instead develop a multiyear plan that provides backlog funding conditionally on schools writing
off remaining claims. Such an approach costs substantially less than the Governor’s approach.
Regarding the K-12 mandates block grant, we recommend the Legislature adopt the Governor’s
proposal to add the new school employee training mandate but increase the associated block grant
augmentation from $8.5 million to $41.9 million to more accurately reflects costs. Though the
Governor does not yet have a proposal for another new mandate related to online standardized
testing, we recommend adding the mandate and $37.8 million to the block grant ($25 million to
reflect higher costs and $12.8 million to reflect an accounting shift of existing related assessment
funds).

Recommend Requiring Administration to Provide More Information on How to Address
Backlog of Facility Projects. Passed by voters in November 2016, Proposition 51 authorizes the
state to sell $7 billion in general obligation bonds for K-12 school facilities. The Governor’s budget
proposes to issue $594 million of these bonds in 2017-18, along with $61 million in school bonds
from prior voter measures. These bond sales would address only a fraction of the current project
backlog of $2.4 billion. Given a large backlog of projects would persist under the Governor’s
proposal, we recommend the Legislature use its budget hearings to gather more information from
the administration on how to address the backlog as expeditiously as possible. We also recommend
the Legislature adopt a related proposal by the Governor to shift auditing of state-funded school
facility projects from the state to the local level, thereby making auditing of facility expenditures

more similar to other program expenditures.

Legislative Analyst’s Office www.lao.ca.gov

6



2017-18 BUDGET

INTRODUCTION

The Governor’s Proposition 98 budget
package includes proposed changes in funding for
K-12 education and the California Community
Colleges (CCC). In this report, we analyze the
Proposition 98 budget package, with a focus on
K-12 education. In the first section of the report,
we provide background on public schools in
California. We then provide an overview of the

Governor’s Proposition 98 budget package and

a high-level assessment of it. In the remaining
sections of the report, we analyze several key areas
of the K-12 education budget. In our forthcoming
Higher Education Budget Analysis, we provide
background on community colleges and discuss the
Governor’s specific community college proposals.
On the “EdBudget” portion of our website, we post
dozens of tables containing additional detail about
the Proposition 98 budget.

K-12 EDUCATION IN CONTEXT

In this section, we answer many questions
legislators and others commonly ask about K-12
education in California. We begin with a focus on
the main components of California’s public school
system, then turn to the state’s academic standards
and student performance on standards-aligned
assessments, and finish by explaining the basics of

school finance in California.

California’s Public School System

Below, we describe California’s students,
teachers, local education agencies, and state

education agencies.

Students

California Has More Than 6 Million Public
K-12 Students. In 2015-16, California’s public
schools enrolled a total of 6.2 million students,
representing 13 percent of all public school students
in the nation. About two-thirds of these students
were in grades kindergarten through eight, with
one-third attending high school. Over the past
decade, student enrollment has been virtually flat,
with enrollment in 2015-16 about 1 percent below
the 2005-06 level. Enrollment in the preceding

decade, however, grew by an average of 1 percent

7

per year. Over this earlier decade (1995-96 to
2005-06), statewide enrollment grew by about
850,000 students.

Almost Six in Ten California Students Are
From Low-Income Families. In 2015-16, 59 percent
of California’s public school students were eligible
to receive a free or reduced price school meal under
a large federal nutrition program. States frequently
use this eligibility measure as an indicator of
student poverty. Qualifying students come from
families earning no more than 185 percent of the
federal poverty level. In 2015-16, this level equated
to $45,000 for a family of four. California’s rate of
free or reduced price meal eligibility is above the
nationwide rate of 52 percent.

Half of California Students Are Hispanic.

As Figure 1 (see next page) shows, the ethnic
make-up of California’s students differs notably
from the nationwide picture. Whereas about half
of California’s students are of Hispanic origin and
about one-quarter are white, in the United States
those shares are flipped. Differences exist among
other ethnic groups too, with Asian students
comprising a larger share of students in California
than the nation (12 percent and 5 percent,

respectively), and black students comprising a
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smaller share (6 percent in California compared to
16 percent nationwide).

Nearly One-Quarter of California Students
Are English Learners. In 2015-16, 22 percent
(1.4 million) of California students were classified
as English learners—a higher proportion than
in any other state. Three out of every ten English
learners in the nation attends school in California.
Even more California students—almost 2.7 million
students overall—speak a primary language
other than English at home, but almost half of
these students are considered fluent in English.
California students come from families speaking
over 65 different home languages, although the
vast majority (78 percent) speak Spanish, with
Vietnamese the next most common language
(3 percent).

About One in Ten California Students Are
Identified as Having a Disability Affecting Their
Education. In 2015-16, about 662,000 California
students (11 percent) were identified with a
disability affecting their education. Pursuant to

federal law, schools must provide these students

with special education services. California
identifies a slightly smaller proportion of students
for special education than the rest of the nation

(13 percent). Specific learning disabilities such as
dyslexia are the most common diagnoses requiring
special education services (affecting 5 percent

of the state’s K-12 students), followed by speech
and language impairments (affecting 2 percent of
California’s students). While the overall prevalence
of students with autism and chronic health
problems still is relatively rare (each affecting about
1 percent of California’s students), the number

of students diagnosed with these disabilities has

increased notably over the last decade.

Teachers

California Has Almost 300,000 Teachers. In
2014-15 (the most recent year for which certain
statewide staffing data are available), about
296,000 teachers were employed in the public
school system. Roughly three-quarters of teachers
are women, similar to the share in other states.

Compared to the student population, teachers

Figure 1

Ethnic Make-Up of California's Students Differs From Nation

2015-16
California

Hispanic

Legislative Analyst’s Office
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are more likely to be white (68 percent of teachers
compared to 25 percent of students) and less likely
to be Hispanic (19 percent of teachers compared
to 54 percent of students). The number of teachers
decreased during the last economic recession,
dropping from 310,000 in 2007-08 to 284,000 in
2011-12. Since 2011-12, the number of teachers has
increased each year.

California’s Credentialing Requirements
Are Similar to Those in Other States. To obtain
a first-time teaching credential in California,
individuals must have a bachelor’s degree, complete
a teacher preparation program, meet certain basic
skills requirements, and demonstrate subject
matter competency. Within five years of receiving
their initial credentials, teachers must complete
approved, two-year, on-the-job training programs
to obtain their full professional credentials. Most
other states have similar requirements. Fully
credentialed teachers from other states who want
to work in California typically are granted in-state
credentials conditionally, having to fulfill certain
California-specific requirements (including a basic
skills requirement and a requirement relating to
teaching English learners) within a set amount of
time.

Four in Ten Teachers in California Have
Advanced Degrees. In 2014-15, less than 1 percent
of California’s teachers held less than a bachelor’s
degree, 57 percent possessed a bachelor’s degree,
and 42 percent had a master’s degree or other
advanced graduate degree. The share of teachers
with a master’s or other advanced graduate degree
has increased by almost 10 percentage points over
the past ten years.

Average Years of Teaching Experience Have
Steadily Increased Over Last Decade. In 2014-15,
California’s teachers had an average of 14 years of
experience. This is higher than ten years ago, when
teachers had an average of 13 years of experience.

The share of teachers in California with 15 or fewer

9

years of experience has steadily declined (from

65 percent in 2005-06 to 55 percent in 2014-15),
whereas the share with more than 15 years of
experience has steadily increased (from 35 percent
in 2005-06 to 45 percent in 2014-15). In 2014-15,
the least experienced teachers (having taught less
than five years) and the most experienced teachers
(having taught more than 25 years) each accounted
for about 15 percent of California’s teachers.

California’s Teacher Salaries Higher Than
Most Other States. Based upon the most recent
national data (2014-15), California has the fourth
highest average teacher salary among the 50 states
and the District of Columbia. Its average teacher
salary in 2014-15 was 26 percent higher than the
national average. California has ranked among the
top four states each year since 2000-01. During this
period, Connecticut, New York, New Jersey, and
Massachusetts commonly ranked among the top
states along with California.

Teacher Salaries Vary Significantly Across
the State. In California, the state requires most
local education agencies to set teacher salary levels
through collective bargaining. In 2015-16, the
average teacher salary in California was $77,200. As
Figure 2 (see next page) shows, teacher salary levels
varied widely across the state, with average salaries
generally higher in more urbanized areas than
rural areas.

California Has Highest Student-to-Teacher
Ratio in Nation. Though California’s teachers
tend to be better paid than the rest of the nation,
the state employs comparatively fewer of them.
Based upon the most recent national data (2013-14),
California had the highest student-to-teacher
ratio—50 percent higher than the national average.
The state’s student-to-teacher ratio consistently
has been among the highest in the nation, even
prior to the recent economic recession. In 2014-15,
California’s student-to-teacher ratio was 21.1, a

decrease of 0.5 compared to 2013-14.
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Figure 2

Average Teacher Salary Higher in More Urbanized Areas

By County, 2015-16

Orange

Santa Clara

Los Angeles

Average

Tulare

Shasta

Plumas

20,000

Local Education Agencies

40,000 60,000

School Districts, Charter Schools, and County
Offices of Education Provide Instruction to Students.
The public school system is comprised of many local
education agencies (LEAs). In 2015-16, 946 school

districts, 1,222 charter
schools, and 58 county
offices of education
operated in California.
California’s public school
system also includes three
state special schools for
certain blind and deaf
students, four schools

for students incarcerated
at state juvenile justice
facilities, and 78 county

juvenile court schools.
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Size of California
School Districts Varies
Dramatically. As shown
in Figure 3, California’s
946 school districts vary
greatly in size. One-quarter
of school districts are very
small, serving 300 or fewer
students. Another one-third
are small, serving between
301 and 2,500 students.
Whereas these two sets of
districts combined comprise
more than half of all
districts in California, they
account for only 7 percent
of all students. At the other
extreme, 12 very large
districts each serve more
than 40,000 students and
together educate one-fifth of
all students in the state. The
largest district in California

(and the second largest

in the nation) is the Los Angeles Unified School

District, serving 9 percent of all California students.

Seven of the state’s counties contain only a single

school district, and 253 school districts contain only

Figure 3
California School Districts Vary Greatly in Size

2015-16

Less than 300 240 25% 29,569 1%
301 to 2,500 306 32 335,013 6
2,501 to 5,000 138 15 503,233 9
5,001 to 10,000 113 12 848,318 16
10,001 to 40,000 137 14 2,620,318 48
40,001+ 12 1 1,114,654 20

Totals 946 100% 5,451,105 100%
@ Based on average daily attendance. Excludes charter school attendance.
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a single school. At the other extreme, Los Angeles
County contains 80 school districts, and four school
districts each have more than 100 schools.

Charter Schools Are Fast-Growing Sector of
California’s K-12 School System. An increasing
share of California students attend charter schools.
Charter schools are publicly funded schools that are
similar to traditional schools in many ways—they
must employ state-certified teachers, and they must
teach and assess students based on the same state
academic standards. They differ from traditional
district-operated schools, however, in that they
are exempt from certain state laws, allowing them
more flexibility over the design of their education
programs. While overall K-12 enrollment has been
relatively flat over the past decade, the number
of students attending charter schools has more
than tripled, growing at an average annual rate
of 13 percent. In 2015-16, charter schools served
573,000 students (9 percent of the statewide
total), up from 200,000 students (3 percent of the
statewide total) in 2005-06. In 2015-16, charter
schools ranged in size from 3 students to more than
5,000 students, with an average school size of 447.

County Offices of Education (COEs) Operate
Regional Programs and Services. Specifically, they
operate alternative programs for students who are
incarcerated, on probation, referred by probation
departments, or have been mandatorily expelled.
Many COEs also operate regional special education
and career technical education programs. In
addition to providing some specialized forms of
direct student instruction, COEs offer a variety
of services to school districts. Many COEs, for
example, operate countywide payroll systems and
provide professional development for teachers
and administrators. The COEs also are required
to review and approve school districts’ annual
budgets, monitor the fiscal health of districts
several times per year, and review districts’

strategic academic plans, known as Local Control

www.lao.ca.gov Legislative Analyst’s Office
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and Accountability Plans (LCAPs). The COEs also
will have a support role in helping school districts
that do not meet performance standards in two or

more of eight state priority areas.

State Education Agencies

California Department of Education (CDE)
Administers Education Programs at the State
Level. The department is the primary state entity
responsible for administering federal and state
education programs. The department monitors
compliance with laws and regulations for education
programs; collects and compiles data related to
districts, schools, and students; allocates funding;
and monitors state contracts for student testing.
The department has an annual budget of around
$260 million and about 1,500 employees—
rendering it midsized compared to other
departments within California state government.
More than two-thirds of CDE’s funding comes
from federal funds, as many of CDE’s activities
are associated with federal programs. The
Superintendent of Public Instruction (SPI) oversees
the day-to-day operations of CDE. In California,
the SPI is a non-partisan position elected by voters.
This contrasts with most other states in which the
officers heading their departments of education
typically are appointed by their governors or state
boards of education.

Three Other State Agencies Involved in
Aspects of K-12 Education. In addition to CDE, the
following three state entities are involved in major

aspects of K-12 education.

The State Board of Education (SBE),
consisting of ten members appointed by
the Governor, is responsible for setting
and implementing various state policies,
including developing regulations needed
to implement state laws involving K-12
education, granting LEAs waivers from

certain requirements in state law, selecting
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a contractor for the state’s standardized
tests, and adopting instructional materials

for kindergarten through grade eight.

e  The Commission on Teacher Credentialing
is responsible for accrediting teacher
preparation institutions, credentialing
teachers, and investigating allegations of

teacher misconduct.

e  The State Allocation Board allocates
bond funding for the construction and
modernization of public school facilities.
Prior to receiving state bond funding,
school facility projects must be reviewed
and approved by the Office of Public
School Construction, an office within the

Department of General Services.

A Few Entities Tasked With State-Level
Functions. In addition to these state entities, the
state contracts with a few entities (via their COEs)
to undertake activities that have statewide benefits.
The Fiscal Crisis and Management Assistance
Team (affiliated with the Kern COE) provides fiscal
advice, management assistance, and other training
to school districts across the state. California
School Information Services (also affiliated with
the Kern COE) helps LEAs across the state with
data management issues. The K-12 High Speed
Network (affiliated with the Imperial COE) assists
schools with Internet connectivity. The California
Collaborative for Educational Excellence (affiliated
with the Riverside COE), established by the state in
2013 and in the midst of development, is to serve
as a hub of expertise for helping LEAs improve

student outcomes.

Policy and Performance

Below, we highlight major state and federal
laws affecting K-12 education and then review

trends in student performance.
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Law and Regulations

State and Federal Law Place Certain
Requirements on Schools. Much of school
operations are dictated by state and federal
law. For example, state law sets the maximum
number of students per elementary and middle
school classrooms, requires a minimum of
180 instructional days per year, and sets minimum
course requirements for high school graduation.
State law also requires LEAs to implement state-
adopted academic standards, administer state-
approved student assessments, and report certain
student performance outcomes. In addition to
state law, the federal government places several
major requirements on schools. Most notably, as a
condition of receiving certain federal grants, the
federal government requires schools to provide
special education services, provide supplemental
services for low-income students, and annually test
students in certain subjects and grade levels.

The SBE Is Responsible for Developing State
Regulations. In many instances, state law delegates
important decisions to the board. In recent years,
some of the board’s most significant decisions have
been related to the Local Control Funding Formula
(LCFF) and LCAPs. In 2014, for example, the board
adopted regulations that specified how LEAs could
use certain LCFF funding intended for English
learners and low-income students. That same year,
the board also adopted a template for districts to
use in developing their LCAPs. In September 2016,
the board adopted the evaluation rubrics that COEs
are to use to monitor whether school districts
have met performance standards in eight state
priority areas. The board also is the primary entity
responsible for ensuring the state complies with
recently adopted changes in federal law regarding

school accountability.
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Academic Standards

The SBE Adopted California’s First Set of
Academic Content Standards in the Late 1990s.
These academic content standards specified what
students should know after completing each subject
area in each grade level. California first adopted
academic content standards for its core content
areas—English language arts, math, science, and
history-social science—in 1997 and 1998. The
state subsequently adopted standards for English
language development (used for instructing English
learners), visual and performing arts, physical
education, career technical education, and world
languages. The Instructional Quality Commission,
an advisory body to SBE, created associated
curriculum frameworks that provided examples of
lesson plans aligned with the content standards.

Like Most States, California’s Instruction Is
Now Based on Common Core State Standards. In
2010, at the direction of the state Legislature, SBE
adopted the Common Core State Standards (with
the addition of a few California-specific standards)
as the new foundation for what students should
know and be able to do in English language arts
and math from kindergarten through twelfth grade.
The new standards are designed to better prepare
students for college and career. California schools
are implementing the new standards by modifying
curriculum, training staff, and purchasing new
instructional materials. Forty two states and
the District of Columbia have adopted and are
implementing the Common Core State Standards.

State Is in Process of Implementing New
Science Standards. California also adopted the
nationally developed Next Generation Science
Standards (NGSS) in 2013. (California was a lead
state partner in the development of these new
standards.) Because the state has yet to develop
new curriculum frameworks or exams aligned
with NGSS, instruction in the classroom is not yet

aligned to the new science standards.

Student Assessments

Federal Law Requires States to Administer
Standardized Tests. Federal law requires states to
assess students in English language arts and math
in grades 3 through 8 and at least once from grades
10 through 12. In addition, federal law requires states
to assess students in science at least once during:

(1) grades 3 through 5, (2) grades 6 through 9, and
(3) grades 10 through 12. States also are required to
annually assess the English proficiency of English
learners. From 2003 through 2013, most students

in California were assessed using the California
Standards Tests (CSTs) in these subjects, which were
aligned to the state’s first set of academic standards.
(Students with moderate or severe disabilities were
assessed using alternative assessments.)

First Exams Aligned to Common Core State
Standards Were Administered in Spring 2015.
Although the Common Core State Standards were
adopted by SBE in 2010, schools were not expected
to have their instruction aligned with the new
standards until 2014-15, at which time the state was
to administer a new set of Common Core-aligned
assessments. The new assessments were developed
by the Smarter Balanced Assessment Consortium
(SBAC), a group of 17 states, with California
a lead member. The SBAC assessments are
intended to be taken online using a computer or
tablet (though schools have a pencil-and-paper
option for the first three years). Compared to the
state’s previous exams, which consisted almost
exclusively of multiple choice questions, the SBAC
assessments are more elaborate. For example,
both English language arts and math exams
include performance tasks that require students
to review source materials and respond in writing
to several questions. In spring 2016, the state
began administering the Common Core-aligned
California Alternate Assessment in English
language arts and mathematics for students with

severe cognitive disabilities.
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State Is in Process of Developing Several New
Exams. The state currently is developing several
additional assessments aligned with new academic
standards. In spring 2017, the state will administer
a pilot test for new science assessments, known as
the California Science Test, with fully operational
tests beginning in spring 2019. The state also will
pilot test a science exam for students with the most
significant cognitive disabilities. Additionally,
the state is developing a new English language
development exam—used to determine whether
students should be classified as English learners—
to be used beginning fall 2017. The state also is in
the early stages of developing a Spanish language
assessment aligned to the Common Core. This
optional exam could be used for students receiving
instruction in Spanish, English learners who have
been enrolled in school for less than 12 months,
or other students interested in assessing their

proficiency in Spanish.

Student Performance

Student Performance on State Exams
Improved From 2003 Through 2013. Student
performance on the CSTs improved significantly
during the ten years when the CSTs were
administered. The percentage of students scoring
advanced or proficient on the eighth grade English
language arts exam almost doubled—from
30 percent to 57 percent—from 2003 to 2013.
Performance improved at similar rates for both
low-income and non-low-income students. Student
performance also improved at similar rates in
English language arts at other grade levels and on
math exams. As part of the transition to new exams,
California suspended the CSTs in spring 2014.

Performance Improved Between First and
Second Year of New Assessments. In 2016,

49 percent of California students met or exceeded
standards in English language arts, up from

44 percent in 2015. Performance on math also
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improved, with the percentage of students meeting
or exceeding standards increasing from 33 percent
to 37 percent. For both subject areas, performance
improved in all grades and for all ethnic groups.

Large Achievement Gaps Still Exist. Although
performance has improved for all students,
results on the new exams continue to show
significant “achievement gaps” between the scores
of low-income and non-low-income students.

As Figure 4 shows, for example, 36 percent of
low-income students met or exceeded the state
standards in eighth grade English language

arts, compared to 68 percent of non-low-income
students. The gaps are similar for other subjects
and other grade levels and similar to achievement
gaps under the prior exams (a difference of roughly
30 percentage points).

Outcomes Also Vary by Ethnicity. Results on
statewide exams also show significant achievement
gaps among California’s four largest ethnic
groups. Differences across ethnic groups exist
even after controlling for income. As Figure 5
shows, low-income black and Hispanic students
have lower proficiency rates on 8" grade English
language arts exams (27 percent and 33 percent,
respectively) than low-income white and Asian
students (45 percent and 62 percent, respectively).
Similar differences among groups exist in third and
eleventh grade.

California Ranks Near Bottom on National
Tests. The federal government administers the
National Assessment of Educational Progress
every two years. The most recent assessment
results (2015) show that California performs near
the bottom in reading and math for fourth and
eighth grades. When compared to demographically
similar students in other states, the performance
of non-low-income students in California (39" in
eighth grade reading) ranks somewhat higher
than low-income students (45" in eighth grade

reading). Both groups in California, however,

14



2017-18 BUDGET

Figure 4
Notable Achievement Gaps Remain Across Every Grade Level
2016, Percent of Students That Met or Exceeded Standard
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performance compared to other states has not and non-low-income students. In fourth grade

changed significantly in the past ten years. In reading, for example, California’s achievement gap

addition to having lower performance compared ranked 49" in the country. (That is, 48 states have

to other states, California also has among the achievement gaps that are smaller than California.)
Figure 5

Achievement Gaps Exist Among Low-Income Students
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Eight in Ten Students Graduate High School
Within Four Years. Of the cohort of students that
entered ninth grade in the 2011-12 school year,

82 percent graduated within four years, 11 percent
dropped out of school, 6 percent returned to school
for a fifth year, and less than 1 percent received
either a High School Equivalency Certificate (if
they passed the General Educational Development
Test) or a special education certificate of
completion.

More Graduates Completing Coursework
Required for University Eligibility. In 2015,

43 percent of California students graduated high
school having completed the coursework required
to be eligible for admission to the University of
California and California State University. This
proportion has been gradually increasing over

the last 20 years. In 1995, 35 percent of California
high school graduates completed such coursework.
(To meet the minimum eligibility requirements
for the University of California and California
State University, students also must meet certain
grade point average requirements and take college

entrance exams.)

Finance

from the state, with smaller shares coming from
local sources (primarily from local property tax
revenue) and the federal government. (Revenues
from the state lottery account for 1 percent of all
revenue.) These proportions differ from many other
states, where local property tax revenue covers a
much larger share of school funding. (Unlike many
other states, California’s State Constitution limits
local property tax rates.) Additionally, in contrast
to many other states, most school districts’ overall
funding levels are not affected by how much local
property tax revenue they receive. This is because
California generally uses local property tax revenue
as an offset for state General Fund spending.
That is, if a district receives more local property
tax revenue in a given year, the state reduces the
district’s General Fund support by a like amount.
About one in ten school districts in California,
however, are affected by growth in their local
property tax revenue, as they have such high levels
of local revenue that the state provides no direct
base aid.

Per-Pupil Funding Exceeds Pre-Recession
Level. The 2016-17 Budget Act provided schools
with $10,657 per student (from state General

Below, we explain Figure 6

how schools are funded in

State Is Largest Source of Revenue for Schools

California, how funds are 2016-17
allocated among districts, and
how districts typically use

their funding.

School Funding

State Is Primary Source
of Operating Revenue for
Schools. In 2016-17, schools
received $88 billion in total
funding from all sources. As
Figure 6 shows, the largest

share of school funding comes

Other Local

Local Property Tax

Federal

State
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Fund and local property tax revenue combined),

a $440 (4 percent) increase from 2015-16 and

about $600 (6 percent) more than the 2007-08
pre-recession level adjusted for inflation. Statewide
per-pupil funding has exceeded pre-recession levels
since 2014-15.

California Per-Pupil Spending Ranks in
Bottom One-Third of States. Based on spending
data from 2013-14 (the most recent available),
California ranked 35" in per-pupil spending
among the 50 states and the District of Columbia.
In 2007-08, prior to the most recent recession,
California ranked 23™ in per-pupil spending. The
drop in ranking over this period is primarily due to
the reductions the state made during the recession.
Because California’s revenues are highly sensitive
to changes in the economy and financial markets,
California’s budget tends to be more significantly
affected by recessions (and recoveries) than most
other states. Given California has made significant
increases in K-12 funding over the past several
years, its ranking likely will increase as newer data

become available.

Allocation and Use of Funds

Most Funding Is Allocated Through the LCFF.
The 2016-17 budget plan allocated 91 percent of
K-12 education funding (state General Fund and
local property tax revenue combined) through
LCFF. School districts and charter schools may
use LCFF funds for any educational purpose,
though they must use a portion of these funds
for increasing or improving services for English
learners and low-income students. In addition to
general purpose LCFF funds, the state provides
funding for various categorical programs, the
largest being special education. (Categorical
programs restrict funding for specified purposes.)

Most School Spending Is for Instruction. As
Figure 7 shows, 62 percent of school expenditures
in 2014-15 was related to instruction and
instructional support—largely paying teacher
salaries and benefits. Schools spent 17 percent of
their funds on facilities, including land acquisition,
construction, and maintenance. Schools spent

10 percent on student services, including school

If Adjusted for Cost of
Employment, California

Figure 7

Most School Spending Is for Instruction

Drops in the Rankings.
2014-15
Some organizations produce
rankings of state per-pupil
spending with adjustments
for regional costs. In these
rankings, California typically
ranks much lower. In one
recent ranking, for example,
California ranked 46" in
per-pupil spending. The
adjustments in these rankings Facilities
are primarily intended to
control for the variation in
wages across the country,

with average wages higher in

California.

Administration

Student Services

Other

Instruction
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meals, pupil transportation, counseling, and health
services. About 10 percent of funds were spent on
central administration, including the compensation

of district superintendents; central business,

legal, and human resource functions; and other
expenses, including purchasing, printing, and data

processing.

FEDERAL FUNDING FOR K-12 EDUCATION

In this section, we briefly review the role of the
federal government in K-12 education, provide an
overview of federal funding for K-12 education in
California, and discuss several major federal K-12

education programs.

Role of Federal Government

Federal Government’s First Major
Educational Focus Was to Support Students
Who Were From Poor Families. The federal
government’s role in funding K-12 education was
limited through the 1950s. It increased significantly
in the 1960s. During that decade, President
Johnson expanded the federal government’s role
in K-12 education as part of his larger War on
Poverty initiative. Enacted in 1965, the Elementary
and Secondary Education Act (ESEA) provided
an infusion of federal funds into school districts
with high proportions of low-income students.
The funding had few restrictions, except that
it be used to enhance low-income students’
educational opportunities. Funding could be used
for things like increasing teacher pay, purchasing
new instructional materials, and offering more
advanced academic courses.

Federal Government Gradually Has Assumed
Greater Role in School Accountability. As early
as the 1970s, the federal government began
using assessments to evaluate ESEA programs,
particularly “Title I” programs supporting
low-income students. It was not until the 1994
reauthorization of ESEA, however, that states were

required to set English and math benchmarks
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and test students on their proficiency relative to
those benchmarks. The 1994 reauthorization also
required that schools not meeting benchmarks
develop a school improvement plan as a condition
of receiving Title I funds. The 2001 reauthorization
of the ESEA, better known as the No Child Left
Behind Act, expanded testing to more grades
and required disaggregation of test scores for
certain student groups. If schools did not meet
benchmarks for all student groups, they were
required to undergo various reforms. The most
recent reauthorization of the ESEA, called the
Every Student Succeeds Act (ESSA), occurred
in 2015. Under ESSA, the federal government
continues to require states annually to test students
for accountability purposes, but it allows states to
set their own proficiency benchmarks and removes
many of the repercussions schools not meeting
benchmarks had faced under the No Child Left
Behind Act.

Today Three Major Acts Govern the Federal
Government’s Role in K-12 Education. These three

acts are:

o  The Healthy, Hunger-Free Kids Act.
This act supports several child nutrition
programs administered by the United
States Department of Agriculture.
Generally, these programs reimburse
schools for providing meals to low-income

students at reduced prices or for free.

e The Every Student Succeeds Act (ESSA).
This act supports several elementary
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and secondary education programs
administered by the United States
Department of Education. The programs
range from supplemental services for
students from low-income families to
additional funding for schools on federal
lands. Since the original enactment of
ESEA, the law has been reauthorized seven

times.

e The Individuals With Disabilities
Education Act (IDEA). This act supports
services for students with disabilities. As
with ESSA, IDEA is administered by the
United States Department of Education.
The core component of IDEA is services
tailored at the local level to the unique
needs of each child with a disability ages
3 through 22.

Overview of Federal Funding

Federal Funding Makes Up About 10 Percent
of Total K-12 Funding. The Governor’s 2017-18
Budget recognizes over a dozen federal K-12
education programs associated with a total of
$7.5 billion in federal funding. This represents
about 10 percent of total K-12 funding in
California, with the remaining funding coming
from state (60 percent) and local (30 percent)
sources. Over the past 15 years, the federal share
of K-12 funding has ranged from 8 percent to
15 percent (an unusual high resulting from
stimulus funding the federal government provided
during the past recession).

Some School Districts Rely More on Federal
Funding Than Others. Two-thirds of California’s
school districts (collectively serving two-thirds of
California’s students) receive less than 10 percent of
their total revenues from federal programs, while
the remaining one-third receive 10 percent or more

of their total revenues from federal programs.

Districts serving relatively large numbers of
low-income students and English learners tend to

rely more heavily on federal funding.

Major Federal Education Programs

Child Nutrition Programs. The largest
nutrition programs funded under the Healthy,
Hunger-Free Kids Act are the National School
Lunch Program and the School Breakfast
Program. These two programs comprise
78 percent of the $2.6 billion proposed for
California schools in 2017-18 under the act. The
act supports several other school-based nutrition
programs, including programs to provide meals
to students in the summer and after school. For
some nutrition programs, the state supplements
federal funding. The 2017-18 budget proposes to
include $161 million in Proposition 98 General
Fund support primarily to provide additional
reimbursements to schools participating in the
federal lunch and breakfast programs.

Programs for Students From Low-Income
Families. As Figure 8 (see next page) shows, the
largest ESSA program is support for low-income
students (Title I), comprising 75 percent of the
$2.6 billion proposed for schools in 2017-18.

Title I itself has many components, including
formula-based grants for schools educating

high proportions of children from low-income
families, formula-based grants for states to provide
supplemental educational services for the children
of migrant workers, and funding for states to
administer standardized assessments.

Other ESSA Programs. As Figure 8 shows,
ESSA supports several other aspects of K-12
education. The largest of these other areas is
professional development for teachers and
administrators, comprising almost 10 percent of
all ESSA funding. The next largest ESSA programs
are for English learners and after school programs

(most notably, 21* Century Community Learning
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Centers). ESSA also funds various other initiatives,
including support for rural schools, American
Indian education, and schools on federal lands.
(Funding for the latter two programs is awarded
directly to schools and does not pass through the
California Department of Education.) California
provides state funding for similar purposes as
ESSA. Most notably, the state provides significant
funding targeted for low-income students and
English learners under its main per-pupil funding
formula. (In 2016-17, we estimate the state provided
$8.6 billion for this purpose.) In addition, the
state provides earmarked funding for after-school
programs, assessments, and schools in rural areas.
Programs for Students With Disabilities.
Nearly all IDEA funding is for direct services
for children with disabilities ages 3 through 22.
For each child identified with a disability, school
administrators and teachers must meet annually
with the child’s parents to identify the specific
services the child requires to succeed. These
services receive 96 percent of the $1.3 billion IDEA
funding proposed for schools in 2017-18, with the
state contributing an additional $3.8 billion. The
remaining 4 percent of federal funding supports

services for children birth through age three.

Two Other Notable Federal Education
Programs Administered by State. The Carl D.
Perkins Career and Technical Education (CTE)
Act provides about $50 million annually to
schools to increase the quality of CTE. Schools
use the funding to develop CTE curriculum, offer
professional development for CTE teachers, and
purchase equipment and supplies for the classroom.
In addition, the McKinney-Vento Homeless
Assistance Act provides about $7 million annually
to schools for providing homeless children extra
services such as transportation and help accessing
social services.

Other Federal Grants Allocated Directly
to Educational Service Providers or Schools.

The federal government allocates some federal
funding directly to educational service providers.
One of the largest fund sources of this nature

is the Federal Communications Commission’s
(FCC’s) Schools and Libraries program, commonly
known as E-Rate. This program provides

funding to telecommunication companies to
provide discounted Internet and related services

to schools. In 2015-16, the FCC committed to
offsetting California schools’ Internet costs by over
$400 million in E-Rate funds. In some cases, the

federal government also

Figure 8

Funding for Every Student Succeeds Act

allocates federal funding
directly to schools. For

example, we estimate

Proposed 2017-182 (In Millions)

schools receive about

Support for:
Low-income students (Title I)
Teachers and administrators (Title I1)
English learners (Title 1lI)
After-school programs and charter schools (Title V)
Rural schools (Title V)
American Indian education (Title VI)
Schools on federal lands (Title VII)
Total

received a total of $60 million in competitive grant funding.
b | AO estimates.

$15 million annually in

2 Does not include various competitive grant awards. In 2016, we estimate California educational entities

$1 zgg federal Forest Reserve
145 funds to offset some of
164 the timber revenue rural
;b schools have lost due to
g5b various federal actions
$2,598 that have reduced timber

harvests on federal lands.
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Federal Funding for California Department
of Education State Operations. The 2017-18
budget proposes to provide $161 million in
federal funding to the California Department of
Education to administer various federal programs.

In a review we conducted in 2014, we found that

federal funding supported almost 70 percent of

the department’s operations budget. State funding
supported about 20 percent of the department’s
operations budget, with remaining support coming

from various other fund sources.

OVERVIEW OF THE GOVERNOR’S
PROPOSITION 98 BUDGET PACKAGE

Below, we provide background on how the
state calculates its school funding obligation under
Proposition 98, describe the Governor’s proposed
Proposition 98 funding and spending changes from
2015-16 through 2017-18, and offer a high-level
assessment of the package.

Background on Calculating
Minimum Guarantee

Proposition 98 Sets Minimum Funding
Level for Schools and Community Colleges. State
budgeting for schools and community colleges
is governed largely by Proposition 98, passed by

voters in 1988. The measure,

tests depend upon several inputs, including changes
in K-12 attendance, per capita personal income,
and per capita General Fund revenue. The operative
test that sets the minimum guarantee is triggered
automatically depending on these inputs. In most
years, Test 2 or Test 3 has been the operative test,
with the minimum guarantee building upon the
level of funding provided the prior year. Since

the inputs are not finalized until a few years after
the close of the fiscal year, the operative test can
fluctuate and the minimum guarantee can change
significantly from the level initially assumed in the
budget.

modified by Proposition 111 in Figure 9

1990, establishes a minimum

Three Proposition 98 “Tests”

funding requirement for

Test 1

Share of General
Fund Revenue

schools and community
colleges, commonly referred
to as the minimum guarantee.
Both state General Fund and
local property tax revenue
apply toward meeting the
minimum guarantee.

Various Inputs Determine
Operative “Test.” As described

in Figure 9, the minimum

of state General Fund
revenue going to K-14
. . education in 1986-87.
guarantee is determined by

one of three tests set forth in
the State Constitution. These

Guarantee based on share

ADA = average daily attendance.

Test 2

Change in Per
Capita Personal

Test 3

Change in General
Fund Revenue

Income (PCPI)
PCPI Store
ADA ADA
Prior-Year Prior-Year
Funding Funding

Guarantee based on prior-
year funding level adjusted
for year-over-year changes
in K-12 attendance and
California PCPI.

Guarantee based on prior-
year funding level adjusted
for year-over-year changes
in K-12 attendance and
state General Fund revenue.
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Additional Statutory Formula Applies in
Test 3 Years. In 1990, the state established an
additional formula to ensure that school funding is
treated no worse than the rest of the budget during
tight economic times. Calculated when Test 3 is
operative, the formula requires the state to provide
a supplemental appropriation when Proposition 98
funding otherwise would grow less quickly than
the rest of the budget. The state provides this
supplemental appropriation on top of the minimum
guarantee otherwise calculated for that year. Given
its intent, the formula is commonly known as the
“equal pain/equal gain” formula.

State Can Provide More Funding Than
Required or Suspend Guarantee. During the
economic boom that prevailed in the late 1990s,
the state for several years provided more funding
than was required by the minimum guarantee.
Because the minimum guarantee generally
builds upon the level provided in the previous
year, such augmentations resulted in long-term
increases in school funding. Alternatively, in
2004-05 and 2010-11, the state applied a provision
of Proposition 98 allowing for the suspension of
the minimum guarantee upon a two-thirds vote
of each house of the Legislature. When the state
suspends the minimum guarantee, it can provide
a lower level of funding but it creates an out-year
obligation to restore K-14 funding in later years (as
described below).

State Creates “Maintenance Factor”
Obligation in Certain Years. Proposition 111
established maintenance factor and set forth
certain rules pertaining to it. The state creates
a maintenance factor obligation when Test 3 is
operative or the minimum guarantee is suspended.
This obligation equals the difference between
the actual level of funding provided and the Test
1 or Test 2 level (whichever is higher). Moving
forward, the maintenance factor obligation is

adjusted annually for changes in K-12 attendance

18 Legislative Analyst’s Office www.lao.ca.gov

and per capita personal income. In subsequent
years, when General Fund revenue is growing
more quickly, the Constitution requires the state
to make maintenance factor payments until it has
paid off this obligation. The magnitude and timing
of these payments is determined by formula, with
stronger and faster revenue growth generally
requiring larger and more rapid payments.

These maintenance factor payments increase the

minimum guarantee on an ongoing basis.

Major Features of Governor’s Plan

As part of its budget package, the
administration has updated its estimates of the
minimum guarantee for 2015-16, 2016-17, and
2017-18. Below, we describe these changes as well as
the proposed associated changes to Proposition 98
spending. (The administration also has updated its
estimates of local property tax revenue across the
period. The box on page 20 describes and assesses
these changes.)

Minimum Guarantee for 2015-16 Revised
Downward. Figure 10 compares the Governor’s
estimates of the 2015-16 and 2016-17 minimum
guarantees with the estimates made in June 2016.
The revised estimate of the 2015-16 guarantee is
$68.7 billion, a $379 million decrease compared
with the previous estimate. This drop is due
to a $1.5 billion decrease in General Fund tax
revenue. As a result of this lower revenue, the state
is no longer required to make the $379 million
maintenance factor payment included in the June
budget plan. Under the revised estimates, Test 3
rather than Test 2 is operative. The amount of the
statutory “equal pain/equal gain” supplemental
appropriation, however, is such that the state
creates no new maintenance factor.

Minimum Guarantee for 2016-17 Also Revised
Downward. The revised estimate of the 2016-17
guarantee is $71.4 billion, a $506 million decrease

compared with the estimates made last June.
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Figure 10
Tracking Changes in the Proposition 98 Minimum Guarantee
(In Millions)
2015-16 2016-17

June 2016 January 2017 June 2016  January 2017

Estimate Estimate Change Estimate Estimate Change
Minimum Guarantee
General Fund $49,722 $48,989 -$733 $51,050 $50,330 -$720
Local property tax 19,328 19,681 353 20,824 21,038 215

Totals $69,050 $68,671 -$379 $71,874 $71,368 -$506

This drop is due primarily to the lower funding
level in 2015-16 carrying forward. In addition,
non-Proposition 98 spending is growing somewhat
less quickly than assumed last June, such that the
supplemental appropriation required by the equal
pain/equal gain formula has shrunk. Though the
administration has revised its estimate of 2016-17
General Fund revenue down by $1.6 billion, the
almost equally sized revenue drop in 2015-16
results in the year-to-year growth rate remaining
at 3.6 percent. Under the revised 2016-17 estimates,
Test 3 remains operative, with the state creating a
new maintenance factor obligation of $838 million
(slightly more than the $746 million assumed in the
June budget package).

2015-16 Spending Reduced Primarily by
Scoring Some One-Time Payments to 2016-17. The
administration proposes to reduce Proposition 98
spending to match the lower estimates of the
2015-16 and 2016-17 minimum guarantees. To
reduce spending in 2015-16, the administration
changes how it scores one-time payments for
the K-12 mandates backlog and the California
Collaborative for Educational Excellence (the
Collaborative). Whereas the June budget plan had
counted payments for these activities toward the
2015-16 guarantee, the Governor proposes to count
$324 million for these programs toward the 2016-17
guarantee. As schools already were expecting to

receive this funding in 2016-17, this proposal would

not affect local programs. Spending is reduced an
additional $55 million in 2015-16 primarily due
to various automatic adjustments, such as savings
resulting from a slight drop in student attendance.
2016-17 Spending Reduced Primarily Through
School Payment Deferral. By scoring certain
one-time payments in 2016-17 rather than 2015-16,
the Governor’s budget plan increases 2016-17
Proposition 98 spending by $324 million. This
increase, combined with the $506 million drop
in the minimum guarantee and various minor
adjustments, results in a spending level that would
exceed the 2016-17 guarantee by $859 million. To
avoid spending more than the minimum guarantee,
the Governor proposes to defer an $859 million
payment for the Local Control Funding Formula
(LCFF). Specifically, the administration proposes
to provide this funding in July 2017 rather than in
June 2017, as originally scheduled. This delay would
allow the state to count the payment toward the
2017-18 guarantee instead of the 2016-17 guarantee.
2017-18 Guarantee Increases $2.1 Billion Over
Revised 2016-17 Level. The Governor’s budget
includes $73.5 billion in total Proposition 98 funding
in 2017-18. As shown in Figure 11 (see page 21),
this reflects a 3 percent increase over the revised
2016-17 level. Test 3 is operative in 2017-18, with the
higher guarantee driven primarily by the 2.6 percent
increase in per capita General Fund revenue. (This

2.6 percent increase includes the 0.5 percent add-on
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required by the State Constitution.) In addition, the new maintenance factor obligation of $219 million.
state makes a $266 million supplemental payment This additional maintenance factor brings the state’s
under the equal pain/equal gain formula. The total outstanding obligation to $1.6 billion by the

administration also estimates that the state creates a end of 2017-18.

Local Property Tax Update
Property Tax Estimates Revised Upwards in 2015-16 and 2016-17. As shown in the figure

below, the Governor’s budget assumes property tax revenue will total $19.7 billion in 2015-16 and
$21.0 billion in 2016-17. These estimates reflect an upward revision of $568 million across the two
years compared with estimates made last June (bringing them closer to our November 2016 estimates).
Higher estimates of revenue distributed to schools from Educational Revenue Augmentation Funds
comprise the bulk of this increase. This upward revision is due primarily to an improvement in the
administration’s estimation methodology. Another factor contributing to the upward revision to
relates to supplemental tax revenue. Data reported by local educational agencies in 2015-16 show this
revenue exceeding initial budget estimates, and the administration assumes this revenue will increase
further in 2016-17. (Supplemental taxes consists of the property tax levied on properties sold midyear.
For the purposes of the figure, they are included in “other property tax.”) These increases are partially
offset by a higher estimate of excess tax revenue. (Excess tax revenue consists of the local revenue that
some schools and community colleges receive beyond their general purpose funding level set by the
state. This portion of local revenue is excluded from the Proposition 98 calculations.) We believe the
administration’s revisions for 2015-16 and 2016-17 are reasonable.

Property Tax Revenues Projected to Increase $1.1 Billion in 2017-18. The Governor’s budget
assumes that property tax revenue will total $22.2 billion in 2017-18. This is an increase of
$1.1 billion (5.3 percent) from the revised 2016-17 level. This increase is driven largely by an assumed
5.3 percent increase in assessed property values, reflecting the continued strength of the state’s real
estate markets. (In the figure, the growth in assessed values primarily affects the “secured property
tax revenue.”) The administration also makes various smaller adjustments to other components of
local property tax revenue. We think the administration’s assumptions for 2017-18 are reasonable

(with our estimates being only slightly lower).

Proposition 98 Property Tax Revenue Estimates Under Governor’s Budget
(Dollars in Millions)
2015-16  2016-17 2017-18 i el 2ol
Revised Revised Estimated Amount Percent
Property Tax Components
Secured property tax $16,740 $17,731 $18,678 $947 5.3%
Other property tax 1,667 1,818 1,966 148 8.1
Redevelopment agency dissolution 1,247 1,298 1,447 149 114
Educational Revenue Augmentation Fund 837 1,042 1,017 -24 2.4
Excess tax -810 -850 -948 -97 11.5
Totals $19,681 $21,038 $22,160 $1,121 5.3%
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Figure 11
Proposition 98 Funding by Segment and Source
(Dollars in Millions)
2015-16 2016-17 2017-18 (T3 AT AU
Revised Revised Proposed Amount Percent
Preschool? $885 $975 $995 $20 2.0%
K-12 Education
General Fund $42,719 $43,829 $44,811 $982 2.2%
Local property tax 17,052 18,236 19,200 965 5.3
Subtotals ($59,770) ($62,064) ($64,012) ($1,947) (3.1%)
California Community Colleges
General Fund $5,304 $5,443 $5,465 $22 0.4%
Local property tax 2,630 2,803 2,959 156 5.6
Subtotals ($7,933) ($8,246) ($8,424) ($179) (2.2%)
Other Agencies? $82 $83 $80 -$3 -3.3%
Totals $68,671 $71,368 $73,511 $2,143 3.0%
General Fund $48,989 $50,330 $51,351 $1,021 2.0%
Local property tax 19,681 21,038 22,160 1,121 5.3
@ Consists entirely of General Fund.

New K-12 Funding in 2017-18 Dedicated
to LCFF. Figure 12 (see next page) shows the
Governor’s Proposition 98 spending proposals
for 2017-18. The largest ongoing proposal is a
$744 million augmentation to the LCFF. The
proposed augmentation is approximately equal
to the cost of applying the statutory 1.48 percent
cost-of-living adjustment (COLA). The Governor’s
budget also adjusts LCFF for changes in student
attendance, though average daily attendance (ADA)
is expected to remain virtually flat (at 5.9 million
ADA). Though the bulk of new ongoing K-12
funding is for LCFF, the Governor’s budget also
applies the statutory 1.48 COLA to a few other K-12
programs, including special education and child
nutrition. Beyond these ongoing augmentations,
the Governor proposes to use virtually all of the
remaining increase in 2017-18 K-12 funding to
eliminate the payment deferral created in 2016-17.
About Half of New Community College
Funding Is for Apportionments, Half for
One-Time Initiatives. About half of new

community college funding is for apportionments
(consisting of $94 million for a 1.48 percent COLA,
$79 million for 1.34 percent enrollment growth,
and $24 million for an unallocated increase).
The remainder is for categorical programs and
is mainly one time. By far the largest of these
initiatives is $150 million one time for community
colleges to develop “guided pathways”—detailed,
term-by-term roadmaps for students to complete
academic programs, accompanied by early
academic planning and ongoing student support
services. The budget also includes $20 million one
time for innovation awards to community colleges.
Whereas the administration has been closely
involved in implementing innovation awards in
previous years, the proposal this year provides the
Chancellor’s Office substantial latitude to set award
criteria and select winners.

Budget Plan Includes $601 Million in
Additional Proposition 98-Related Funding.
In addition to the $2.1 billion increase in the

2017-18 minimum guarantee, the Governor’s
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budget includes $601 million in funding from
one-time sources. Of this amount, $400 million is
a proposed settle-up payment related to meeting
the 2009-10 minimum guarantee. The Governor
counts this amount as a Proposition 2 debt
payment. After making this payment, the state
would have a remaining settle-up obligation of
$626 million ($532 million associated with 2009-10
and $94 million for more recent years). The other

source of one-time funding consists of $201 million

in unspent Proposition 98 funding from previous
years. The Governor proposes to use the combined
$601 million for four activities: (1) paying down the
K-12 mandates backlog ($287 million), (2) funding
the third and final year of the CTE Incentive
Grant program ($200 million), (3) addressing
deferred maintenance at the community colleges
($44 million), and (4) swapping out $70 million in
ongoing funding (primarily for special education).
Budget Plan Includes Substantial Funding for

School and Community

Technical Adjustments

Revise estimate of energy efficiency funds

Subtotal
California Community Colleges
Fund guided pathways initiative (one time)
Provide 1.48 percent COLA for apportionments
Fund 1.34 percent enrollment growth
Provide unallocated increase
Fund Innovation Awards (one time)
Augment Online Education Initiative
Develop integrated library system (one time)

Subtotal
Total Changes
2017-18 Proposition 98 Spending

and various minor adjustments.

plus an additional payment for the prior year).

American Indian education.

COLA = cost-of-living adjustment.

2016-17 Revised Proposition 98 Spending $71,368

Make Local Control Funding Formula (LCFF) adjustments

Add mandated reporter training to Mandates Block Grant

Provide 1.48 percent COLA for select categorical programs® 4

@ Includes the removal of prior-year one-time payments, a special education fund swap (using one-time
instead of ongoing funds), a High Speed Network fund swap (using ongoing rather than one-time funds),

P Under the Governor's proposal, the state would make 11 LCFF payments in 2016-17 (producing savings
relative to the 2016-17 Budget Act) and 13 LCFF payments in 2017-18 (12 normal monthly payments

€ Applied to special education, child nutrition, services for foster youth, adults in correctional facilities, and

d Applied to Extended Opportunity Programs and Services, Disabled Students Programs and Services,
CalWORKs student services, and support for certain campus child care centers.

Figure 12 College Facility Projects.
2017-18 Proposition 98 Changes Passed by the voters

— in November 2016,
(In Millions)

Proposition 51 authorizes
the state to sell $9 billion
$65 in general obligation

27 bonds—$7 billion for

Annualize funding for previously approved preschool slot increases 24 schools and $2 billion
Make various other adjustments? -30 .

Subtotal T (385) | for community colleges.
K-12 Education The Governor’s
Retire June-to-July LCFF deferral (one time)b $859 budget proposes to
Increase LCFF funding 744 .
Provide 1.48 percent COLA for select categorical programs® 58 sell $601 million of

8 these bonds in 2017-18,

($1,670) | including $594 million for
$150 schools and $7.4 million
94 for community colleges.
79 The Governor’s proposal
;g for schools would

10 fund the state’s list of
6 $370 million in already

387 approved facility projects,

T $2143 | a8 well as $230 million

in additional projects.

$73,511

For school facilities only,
the Governor proposes

to make distribution of
bond proceeds contingent
on two conditions.

Specifically, he proposes

(1) requiring schools to
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enter into upfront grant agreements that include
certain conditions and accountability measures
and (2) making schools’ associated expenditures
subject to local independent audits. For community
colleges, the proposed $7.4 million would fund
preliminary plans for five projects (two addressing
seismic risks, two modernizing instructional space,
and one replacing utility infrastructure).

Delays Implementation of Multiyear
Preschool Agreement. As part of the 2016-17
budget package, the Legislature and the Governor
agreed on a four-year plan to increase ongoing
Proposition 98 State Preschool funding by roughly
$200 million. In 2016-17, the state provided
$51.5 million for the first year of State Preschool
augmentations—consisting of $43.7 million for
preschool rate increases to begin January 1, 2017
and $7.8 million for 2,959 additional full-day slots
to begin April 1, 2017. (The state also provided
$7.1 million non-Proposition 98 General Fund for
the wrap portion of State Preschool provided by
non-local educational agencies.) The agreement for
2017-18 assumed annualization of the prior-year
cost increases, additional rate increases, and
2,959 additional full-day slots. The Governor’s
budget proposes to annualize the cost of the
new slots created in 2016-17, but he suspends all
other components of the agreement for 2017-18,
extending the plan through 2020-21.

LAO Comments

Assumptions About State General Fund
Revenue Key Factor Affecting Estimates of the
Guarantee. Though the Governor’s budget includes
revised estimates of most of the inputs affecting
the calculation of the minimum guarantee, the
revisions to General Fund revenue estimates
account for nearly all of the changes in school
funding. Absent the drop in revenue across
2015-16 and 2016-17, estimates of the minimum

guarantee in those two years would be similar to

the estimates made last June. Regarding 2017-18,
the administration’s estimate of the minimum
guarantee is about $1 billion below our November
estimate. The administration’s lower estimate of
General Fund tax revenue explains the bulk of this
difference. In May, both the administration and
our office will release updated estimates of General
Fund revenue. Below, we discuss how updated
revenue estimates could affect the guarantee. We
then comment on the overall mix of one-time and
ongoing spending included in the Governor’s plan.
Minimum Guarantee Not Likely to Change
Much in 2015-16. The guarantee in 2015-16 is not
particularly sensitive to revenue changes. State
revenue could increase by as much as $700 million
with no increase in the minimum guarantee.
This is because Test 2 would become operative
but no maintenance factor payment would be
required. Increases above this level would require
the state to begin paying off maintenance factor,
with the guarantee increasing about 50 cents
for each dollar of additional revenue. Regarding
downward revisions, revenue also could fall by
as much as $1.8 billion in 2015-16 with no effect
on school funding. This buffer is due to the
equal pain/equal gain formula, which offsets the
drop in the guarantee that would occur otherwise.
Minimum Guarantee in 2016-17 Is Somewhat
More Sensitive to Revenue Changes. We estimate
the 2016-17 minimum guarantee would rise or
fall about 50 cents for each dollar of higher or
lower revenue. Regarding upward revisions, the
guarantee increases because the faster growth in
per capita General Fund revenue increases the
funding required under Test 3. Though additional
revenue eventually would make Test 2 operative, the
guarantee would increase further as maintenance
factor payments become required. On the downside,
a drop in revenue would lower the growth in
per capita General Fund revenue and produce a

correspondingly lower Test 3 requirement.
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Higher General Fund Revenue, Higher
Minimum Guarantee Likely for 2017-18. As
discussed in our recent Overview of the Governor’s
Budget report, we believe the administration’s
estimate of state revenue is low given its other
economic assumptions. By May, General Fund
revenue in 2017-18 could be significantly higher
than assumed in January. Holding other factors
constant, these higher revenue estimates would
increase the 2017-18 guarantee. As Figure 13 shows,
certain revenue cut points have specific associated
impacts on the minimum guarantee. For the first
roughly $400 million of additional revenue, the

guarantee increases by about $200 million, bringing

school funding to the level required to keep pace
with growth in per capita personal income. For the
next $1 billion of additional revenue, the guarantee
does not change. Any further revenue increase,

up to an additional $2.6 billion, would trigger a
requirement to make maintenance factor payments
and would increase the guarantee by about 50 cents
for each additional dollar of revenue. In cumulative
terms, revenue increases of $2 billion and $4 billion
above the Governor’s January level would increase
the 2017-18 guarantee by $500 million and

$1.5 billion, respectively. Revenue increases beyond
about $4 billion likely would have no effect on the

minimum guarantee.

Figure 13

The Impact of Higher State Revenues on the 2017-18 Minimum Guarantee

Above Governor’s
January Level

@ Assumes all other Proposition 98 inputs remain unchanged.

$2.6 Billion
<
%
%
$4 Billion =
$1 Billion .
$1.3 Billion — $1.5 Billion
About Half
$400 Million > —
$200 Million
Additional Revenue Effect on

Minimum Guarantee?

24 Legislative Analyst’s Office www.lao.ca.gov

28




2017-18 BUDGET

Recommend Relying on Mix of Ongoing
and One-Time Spending. The Governor’s budget
roughly balances new ongoing and one-time
Proposition 98 spending. Regardless of the exact
level of the 2017-18 minimum guarantee, we
recommend the Legislature adopt a final budget
plan that continues to rely upon on a mix of
ongoing and one-time spending. The Legislature
has taken such an approach the past few years.
Under this approach, the Legislature could

dedicate a portion of any additional increases

in the minimum guarantee to LCFF and CCC
apportionments while using the remainder for
one-time payments to reduce or eliminate the

K-12 mandates backlog. A stronger 2017-18 fiscal
year does not necessarily imply a strong 2018-19
fiscal year. By setting aside some funding for
one-time purposes, the state would be better
positioned to accommodate a drop in the 2018-19
guarantee without needing to make cuts to LCFF or

community college apportionments.

LOCAL CONTROL FUNDING FORMULA

The Governor’s budget contains three major
proposals related to LCFF: (1) deferring an
$859 million LCFF payment from June 2017 to
July 2017, (2) eliminating the deferral the next
payment cycle, and (3) providing a $744 million

augmentation for LCFF implementation in 2017-18.

Below, we discuss the main components of LCFF,
describe the Governor’s LCFF proposals in detail,

and assess those proposals.

Background
State Enacted New School Funding Formula

in 2013-14. A few years ago, the state enacted major

changes to the way it allocates funding to school
districts and charter schools. Previously, the state
distributed school funding through a combination
of general purpose grants (called “revenue limits”)
and more than 40 state categorical programs.
Districts could use general purpose grants for

any educational purpose, but they had to spend
categorical funding on state-prescribed activities.
In 2013-14, the state eliminated most categorical
programs, replacing all the previous program-
specific funding formulas with one new formula.
The new formula significantly increased the size of
general purpose grants and directed more funding

to districts with disadvantaged students.

New Formula Based on Student and District
Characteristics. As Figure 14 shows, LCFF has
three primary components: (1) base funding rates
tied to four grade spans; (2) supplemental funding
for English learner, low-income, and foster youth
(EL/LI) students; and (3) concentration funding for
districts with relatively high proportions of EL/LI
students (more than 55 percent of their enrollment).
Base rates generally increase for higher grades in
recognition of their higher costs—for example,
providing career technical education in high

school. The K-3 rate is an exception to this rule.

Figure 14
Local Control Funding Formula
Per-Student Rates

Effective 2017-18 School District and Charter School
Rates Under Governor’s Budget

Grade

Span Base Supplemental®  Concentration®
K-3 $7,626 $1,525 $3,813

4-6 7,011 1,402 3,505

7-8 7,220 1,444 3,610
9-12 8,583 1,717 4,291

a Equals 20 percent of the base rate. Generated for each student who is a foster
youth, English learner, or low income (EL/LI).

b Equals 50 percent of the base rate. When EL/LI students comprise more than
55 percent of total district enroliment, generated for each EL/LI student above that
threshold.
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Intended to support smaller class sizes in the early
grades, it is higher than the rates for grades 4-8.
An Illustration of Two Districts’ LCFF
Calculations. Figure 15 shows the LCFF
calculation for two equally sized elementary school
districts. Both districts generate the same amount
of base funding as they serve the same number of
students in each of the K-3 and 4-6 grade spans,
but District A has a notably higher share of EL/LI
students than District B (91 percent compared to
50 percent) and thus generates more supplemental
funding. District A also has a student population
that is more than 55 percent EL/LI, thereby
generating concentration funding. Given these
differences in student demographics, District A
receives a total of $431,000 more than District B.
Implementation Expected to Take Several
Years. In developing LCFF, the state created
per-student funding targets that were significantly
higher than the going rates, with the cost of full
LCFF implementation estimated at $57 billion (or
$18 billion more than the combined cost of general
purpose grants and categorical programs under
the previous system). Starting in 2013-14, the state
began providing augmentations to LCFF to close
the difference (or gap) between their prior-year
funding level and their LCFF target level. Based on

LCFF Provides Considerable Funding for
EL/LI Students. Assuming all components of
the formula are being phased in at the same rate
(that is, base, supplemental, and concentration
funding all are 96 percent funded), districts in
2016-17 received $37 billion for EL/LI students
(out of a total $55.8 billion in LCFF funding).

Of the $37 billion, $28.4 billion is base funding,
$5.6 billion is supplemental funding, and $3 billion
is concentration funding.

State Law Guides Use of Some EL/LI
Funding. Districts can use most LCFF funds
for any educational expense, but they must use
some funding specifically for the benefit of EL/LI
students. Specifically, districts must demonstrate
they are “increasing or improving” services for
EL/LI students in proportion to the funding

increases generated by these students.

Governor’s Proposal

Defers LCFF Payment From June to July
2017. As part of his budget package, the Governor
proposes to defer an $859 million LCFF payment
from June 2017 (the 2016-17 fiscal year) to July 2017
(the 2017-18 fiscal year). Because schools still would

receive their full LCFF allotment within a few

projections of growth in
Proposition 98 funding, the

administration estimated

that the state would reach

full implementation of
LCFF in 2020-21. Over the

past four years, the state
has provided $15.7 billion
towards implementing
the formula. As shown

in Figure 16, LCFF was
73 percent funded in
2013-14 and is 96 percent
funded in 2016-17.
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Figure 15
lllustration of LCFF Calculation for Two Elementary Districts?
District A District B Difference

District Characteristics
Grades K-3 attendance 100 students 100 students —
Grades 4-6 attendance 120 students 120 students —
EL/LI percentage® 91% 50% 41%
LCFF Funding
Grade span funding $1,645,000 $1,645,000 —
Supplemental funding 299,000 164,000 $135,000
Concentration funding 296,000 — 296,000

Totals $2,240,000 $1,809,000 $431,000

@ Reflects statutory rates adjusted for the cost of living through 2016-17. Rounded to nearest thousand.

b EL/LI students as a share of total enrollment.

LCFF = Local Control Funding Formula and EL/LI = English learner/low-income students.
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weeks of the original payment date, the deferral is
intended to have no programmatic effect.

Eliminates the Deferral in 2017-18. The
Governor proposes to eliminate the deferral for
the next payment cycle. Under the proposal,
schools would receive 13 months of payments in
2017-18—12 normal monthly LCFF payments plus
an additional payment related to the prior-year
deferral. Paying off the deferral entails a one-time
cost of $859 million in 2017-18 (just as deferring the
payment initially creates $859 million in one-time
savings in 2016-17). Eliminating the deferral allows
the state to return to the regular statutory LCFF
payment schedule moving forward.

Provides LCFF Augmentation. In addition to
eliminating the deferral, the Governor proposes a
$744 million (1.4 percent) augmentation in 2017-18—
bringing total LCFF funding to $56.6 billion.

Given the increase is approximately equal to the
1.48 percent statutory COLA applied to the LCFF
target rates, we estimate the proposed 2017-18
funding level would continue to fund 96 percent
of the full implementation cost. (To achieve full
funding in 2017-18, the administration estimates
an additional $2.3 billion, beyond the proposed
$744 million augmentation, would be required.)

Assessment

Exhaust Other One-Time Options Before
Deferring LCFF Payment. We recommend the
state exhaust other potential one-time options
before adopting a payment deferral for 2016-17.
Most notably, the state is likely to learn over
the coming months that certain programs have
unspent funds available for 2016-17. These unspent

funds could be redirected to other Proposition 98

Figure 16
Tracking Implementation of the Local Control Funding Formula

Formula for School Districts and Charter Schools (Dollars in Billions)?

o —
$70 | i 1~ Target
Gap Funding
Base
601 [emmm-- \ 25% o
"""" ' ! of gap T
i | 53% funded
J H ! of ga|
50 I 33% | fungdepd{
1 of gap
1f2% | funded
] of ga

40 fun%epd{

30 1

20 1

10 1

2012-13 2013-14 2014-15 2015-16 2016-17 2017-18
73% 83% 91% 96% 96%
Percent of Target Level Funded
@ Numbers are final through 2014-15 and estimated for 2015-16 through 2017-18.
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programs, thereby reducing or eliminating the
need for a payment deferral. Were the Legislature
to adopt a deferral for 2016-17, we recommend
eliminating the deferral as soon as possible
thereafter. Barring a recession in 2017-18, we
recommend the Legislature take the same approach
as the Governor and eliminate the deferral in
2017-18. Making payments on time is a responsible
fiscal practice and ensures school districts do not
experience the unintended consequences of higher
borrowing costs or programmatic cuts.
Prioritizing LCFF Implementation Consistent
With State’s Prior-Year Actions. The Governor’s
plan to dedicate most new ongoing K-12 funding
to LCFF implementation is consistent with the
Legislature’s approach over the past four years. By
continuing to prioritize LCFF implementation,
both the Governor and the Legislature would
be fostering greater local control and flexibility
while simultaneously providing more funding for
disadvantaged students. Come May, the Legislature
might decide it could dedicate even more to LCFF

implementation. As we discuss earlier in this

SPECIAL EDUCATION

In this section, we provide background on
special education in California, describe the
Governor’s special education budget proposals, and
discuss various issues we believe the Legislature
should consider if it is interested in changing the

state’s special education funding system.

Background

Federal Law Requires Schools to Provide
Additional Services to Students With Disabilities.
Special education is instruction designed to meet
the unique needs of each child with a disability. The
federal Individuals with Disabilities Education Act
(IDEA) requires schools to identify students with
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report, we believe the Governor’s revenue estimates,
and related estimate of the Proposition 98
minimum guarantee for 2017-18, are low. Were
these estimates to be revised upward, more
funds would become available for Proposition 98
priorities in 2017-18.

Some Districts Experiencing More Growth
Under LCFF Than Others. Districts do not
all benefit in the same way under LCFF. By
design, LCFF provides larger funding increases
to districts with more EL/LI students and to
districts that historically received less state
funding than their peers. Though LCFF funding
statewide would increase 1.4 percent in 2017-18
under the Governor’s proposal, districts would
continue experiencing their own unique growth
rates depending upon their EL/LI counts and
their existing funding levels. We estimate about
70 districts (7 percent) would experience growth
of 2 percent or more, about 440 would experience
LCFF growth of between 1 and 2 percent, and the
remaining 435 districts would experience LCFF

growth of less than 1 percent.

disabilities and develop an individual service plan
for each one.

State and Federal Governments Provide
Categorical Funding to Cover Some Special
Education Costs. Schools receive billions of
dollars each year (mostly from LCFF) to educate
all students, including students with disabilities.
These funds primarily are intended to cover
general education costs such as teacher salaries.
Beyond these general education costs, schools incur
additional costs, such as specialized support staff
salaries and adaptive equipment, to serve students
with disabilities. To help cover these additional

costs, both the state and federal governments
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provide categorical funds
specifically for special
education. As Figure 17
shows, state and federal
categorical funding covers
about 40 percent of special
education costs in California.
Schools cover remaining
special education costs with
unrestricted funding (mostly
from LCFF).

Most Categorical
Funds Allocated to Special
Education Local Plan Areas
(SELPAs). In the late 1970s,
the state began requiring all
districts to belong to SELPAs.
Currently, California has 131
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Figure 17

Districts Cover Majority of
Special Education Costs With Unrestricted Funding

California Special Education Costs by Fund Source, 2014-15

State
Categorical Funding

Unrestricted Funding

Federal
Categorical Funding

In 2016-17, four charter-only SELPAs existed.

SELPAs. Of these SELPAs, 42 consist of a single Though they serve a small share of overall statewide
school district, most of which have more than attendance (about 2 percent in 2015-16), they
20,000 students (ADA). The state considers these serve about a quarter of charter school students
districts large enough to serve all their students statewide. (The state’s remaining SELPA serves
with disabilities. As Figure 18 shows, these SELPAs  only students attending Los Angeles County court
account for about one-third of all students in the schools.)

state. The state’s remaining
districts (most of them small
or mid-sized) belong to one of
84 collaborative SELPAs. Each
of these SELPAs is a collection
of neighboring districts that
by themselves are considered
too small to serve all their
students with disabilities.
Since 2003-04, the state has
allowed charter schools to
join charter-only SELPAs.
These SELPAs are collections
of charter schools from across
the state that have agreed to

share administrative costs.

Figure 18
California Has Three Types of SELPAs

Share of Statewide Attendance, 2015-16

Single-District
SELPAs
Collaborative
SELPAs
Charter-Only
SELPAs

SELPA = Special Education Local Planning Area.
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Most State Categorical Funds Distributed
According to Overall Student Population. About
85 percent of state special education funding is
distributed according to a student-based formula
commonly called AB 602 (after the legislation that
introduced it in 1998). This formula allocates funds
to SELPAs based on their total student attendance,
regardless of how many students are served in
special education. By distributing funding based on
total student attendance rather than a more direct
measure of special education costs (for example,
the number of students identified for special
education or the types of services these students
are provided), AB 602 ensures no SELPA has an
incentive to over-identify students for special
education or serve these students in unnecessarily
expensive settings.

Some State Special Education Categorical
Funds Distributed According to Other Factors.

In addition to AB 602 base funding, the state
has several other special education categorical
programs. Figure 19 describes each of these

program’s allocation formula and spending

restrictions. (For simplicity, we have condensed
a few small categorical programs into larger
categories in the figure. Most notably, the state
technically has two extraordinary cost pools and
two programs for Necessary Small SELPAs.) After
AB 602 base funding, the largest special education
categorical program distributes $360 million on
a per-student basis specifically for mental health
services. The next largest program distributes
$145 million to SELPAs according to the number
of Licensed Children’s Institutions (such as group
homes) located within their boundaries.
Collaborative SELPAs Retain Some Funds for
Regional Services, Allocate Rest to Members. Each
collaborative SELPA must decide for itself how to
allocate its share of categorical special education
funding to member districts. Typically, SELPAs
adopt allocation plans that retain some funding for
regional services and distribute remaining funding
to member districts. Member districts vote to adopt
their allocation plans. Specific voting rules vary
among SELPAs. For example, in some SELPAs, each

district has one vote regardless of its size, whereas

Figure 19

California Has Several Special Education Categorical Programs

(In Millions)

2016-17

Program Funding Allocation Formula Spending Restrictions

AB 602 $3,136 Each SELPA receives a unique rate per student  Any special education expense

Mental Health Services 360 Flat rate per student Mental health services for special

education students

Out-of-Home Care 145 Location and capacity of Licensed Children’s Any special education expense
Institutions

Workability 40 Number of students enrolled in qualified Employment training and assistance
program

Low Incidence Disabilities 17 Number of students who are deaf, hard of Services or materials for students with
hearing, visually or orthopedically impaired qualifying disabilities

Extraordinary Cost Pools 6 SELPAs can be reimbursed for documented Unusually expensive single-student
exceptional costs services

Necessary Small SELPAs 2 Must be countywide SELPA with less than Any special education expense
15,000 ADA

SELPA = Special Education Local Planning Area and ADA = average daily attendance.
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in other SELPAs, larger districts have more votes
than smaller districts.

State Has Separate Planning Requirements
for General and Special Education. With the
introduction of LCFF, the state began requiring
districts to develop annual plans outlining
the services they provide to all students, and
in particular the services they plan to provide
certain student groups such as English learner,
low-income, and foster youth students. Before
adopting these plans, school administrators must
talk to parents and other local stakeholders about
the types of services they want schools to provide.
Special education is not specifically included in
this annual planning process. Instead, SELPAs
engage in a separate planning process, including
separate conversations with parents and other local
stakeholders. Under this process, SELPAs submit

annual budget and service plans to CDE.

Governor’s Proposal

Governor’s Budget Proposes Slight Increase in
Special Education Funding. The Governor’s budget
includes $3.8 billion in state categorical funding
for special education, representing a $46 million
increase over the 2016-17 Budget Act level. This
year-over-year increase reflects a small decrease for
declining student attendance and a 1.48 percent
COLA. We have no concerns with these proposed
adjustments.

Governor Proposes Statewide Conversation
on Special Education Funding. In The 2017-18
Governor’s Budget Summary, the administration
expresses concern with the current special
education funding model and proposes a series
of stakeholder meetings to discuss possible
changes. Though not explicitly stated in the budget
summary, the administration has indicated an
interest in rolling special education into LCFF and
directing all special education funding to districts
rather than SELPAs. The administration believes

this change would increase district autonomy,
make K-12 funding simpler and more equitable,
and better integrate general and special education.
Before undertaking a significant restructuring of
special education, we think the Legislature has

several key issues to consider, as discussed below.

Issues for Consideration

Many Concerned About Silos Between
General and Special Education. In 2015, a
statewide task force of special education experts
expressed concern that special education programs
in California are developed separate from other
school services, with little discussion between
general and special educators about how best to
serve students. Whereas special education directors
focus on their AB 602 funding and developing
their special education budget and service plans
for CDE, district budget directors focus on their
LCFF funding and developing a comprehensive,
coordinated plan for general education services.
Given these separate funding streams and planning
processes, special education directors and district
budget directors tend to have little regular
interaction. This lack of regular communication
and coordination could be resulting in inferior or
inappropriate services for students with disabilities.
Most notably, the disconnect could result in more
students with disabilities being served in separate
classrooms where they are largely isolated from
other students. Our office has heard concerns
about the disconnect between general and special
education not only from state-level groups but also
from district-level teachers, administrators, and
parents.

Many Believe LCFF Has Removed Similar
Silos Between Program and Budget Experts. Prior
to LCFF (when many state categorical programs
existed), stakeholders commonly complained about
the lack of cooperation between program and

budget experts at the district level. Program experts
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tended to focus narrowly on the programmatic
requirements associated with the specific
categorical programs that applied to them. School
district budget officers devoted much of their time
to familiarizing themselves with state categorical
programs and ensuring their districts appropriately
accounted for all associated spending. Rarely

did program and budget experts come together

to consider how best to build comprehensive,
coherent, and coordinated academic plans. Many
administrators believe that eliminating most
categorical funding and introducing a streamlined
LCFF planning process significantly improved
cooperation between program and budget experts.
The administration believes consolidating special
education into LCFF would achieve similar
benefits—removing silos between general and
special education.

Federal Law Limits District Discretion Over
Special Education Services and Spending. By
eliminating most state categorical programs and
folding associated funding into LCFF, the state
effectively freed up funding for districts’ local
priorities. Eliminating special education categorical
programs and folding associated funding into
LCFF, however, would not allow districts that same
flexibility. This is because federal law requires
districts to spend at least as much on special
education each year as they spent the previous
year. Consequently, districts would be unable to
repurpose the increase in their LCFF funding
to support other local programs and priorities.
Though the lack of discretion could be viewed as a
downside to rolling special education into LCFF,
it also could be viewed as an upside, ensuring
districts do not reduce their spending on students
with disabilities even under a simpler, streamlined
funding model.

Current Special Education Funding Model
Does Not Offer Any Clear Benefit to Single-
District SELPAs. Categorical programs can be
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justified either because they direct more funding
to areas with unusually high costs or they protect
important services that educational providers
might otherwise not offer. Categorical special
education funding for single-district SELPAs
satisfies neither of these conditions. These districts
receive both LCFF and AB 602 funding based on
total student attendance, and their spending on
special education services is dictated by federal
law. In these districts, the state’s categorical special
education program likely could be eliminated and
associated funding allocated under LCFF without
much, if any, effect on student services.
Collaborative SELPAs Provide Three
Benefits to Small and Mid-Sized Districts . . .
The main advantage of categorical special
education funding is for collaborative SELPAs,
which provide members three valuable benefits.
First, collaborative SELPAs provide economies of
scale to districts that otherwise could not afford
appropriate services. For example, a small district
might be unable to afford a specialized teacher to
assist a single student who is visually impaired, but
a collection of neighboring districts typically can
afford a teacher who collectively serves all of their
visually impaired students. Second, collaborative
SELPAs smooth year-to-year fluctuations in their
members’ special education costs by redirecting
funds from districts with unusually low costs to
those with unusually high costs. Pooling resources
within a collaborative SELPA effectively protects
districts, particularly small districts, when their
own special education population increases
unexpectedly or some of their special education
students require expensive services in a given
year. Finally, collaborative SELPAs can reduce
administrative costs by providing centralized data
management and legal services to member districts.
... But Also Can Affect Mid-Sized Districts
Negatively. Though collaborative SELPAs provide
key benefits to small and mid-sized districts, they
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also can affect mid-sized districts in negative ways.
Some administrators of mid-sized districts within
collaborative SELPAs claim their SELPA policies
discourage them from pursuing some programmatic
improvements. For example, some collaborative
SELPAs retain a portion of categorical special
education funding to provide regional programs.
Districts in these SELPAs can choose between
serving their students in neighborhood schools (and
directly paying the full cost of these services) or
busing their students to a regional program (where
services would be provided at little, if any, additional
cost to the district). A district that believed it

could provide better services locally might still

send students to the regional program because of
this cost disparity. We have heard that mid-sized
districts are most likely to be adversely affected by
these kinds of SELPA policies. Unlike large districts,
mid-sized districts typically are unable to become
single-district SELPAs, and unlike small districts,
mid-sized districts often are able to directly serve
most of their students with disabilities. While in
theory these districts should be able to work within
their SELPAs to negotiate better arrangements,

in practice some SELPAs retain voting structures
designed decades ago. In some of these voting
structures, a mid-sized district might find itself
consistently out-voted by neighboring small districts,
leaving it with little voice in how categorical special
education funding is spent.

State Could Support Small and Mid-Sized
Districts Without Current SELPA Model. We
believe the state has several options for maintaining
the benefits of collaborative SELPAs even while
providing most special education funding directly
to districts. For example, the state could address
the economies of scale issue by requiring county
offices of education to be a special education
provider of last resort for small and mid-sized
districts. The state could manage yearly fluctuations

in special education costs by increasing the size

of its extraordinary cost pools and making it
easier for districts to access these funds. The state
could reduce administrative costs by encouraging
districts to purchase data management services
from providers located anywhere in the state (just
as the state currently allows charter schools to
purchase these services from statewide providers).
If the state wanted to move away from the current
SELPA model, there are likely several more
options that preserve valuable attributes of the
existing system without maintaining its exact
organizational structure.

Alternatively, State Could Increase District
Autonomy and Accountability While Retaining
Current SELPA Model. Just as we believe the
state could maintain the benefits of SELPAs even
while providing most special education funding
directly to districts, we also believe the state could
increase district autonomy and accountability even
while providing some or most special education
funding directly to SELPAs. For example, the state
could increase district autonomy by establishing
a formal process for mediating disagreements
between SELPA members or making the process of
becoming a single-district SELPA easier. The state
also could increase district-level accountability
by formally integrating special education into the
LCFF yearly planning process.

Per-Student Funding Rates Vary Notably
Between SELPAs. One key problem the
administration cites with the state’s existing special
education funding system relates to funding
inequities. As Figure 20 (see next page) shows,
SELPAs’ AB 602 per-student rates vary notably—
with a nearly $100 per pupil difference between
the lowest- and highest-funded deciles. These
inequities reflect historical anomalies and are not
justified by current differences in special education
costs. Regardless of whether the state pursues
larger changes to special education funding, we

recommend it work to eliminate these inequities.
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Figure 20

Special Education Per-Student Funding Rates Vary

Special Education
Restructuring Likely to

Involve Several Complex

Share of Statewide Attendance, 2015-16

60% 1

Components. Any effort to

include special education in

LCFF will require decisions
%01 about the LCFF formula,
40 - state SELPA requirements,
the treatment of charter
301 schools, property tax revenue,
20 - academic planning, and
accountability, along with
101 many other related issues.
. . . [ 1 . . Not only do many decisions
$483-500 $501-525 $526-550 $551-575 $576-930 need to be made, but those

decisions would affect many

Some Special Education Categorical Programs
Have Questionable Merit, Others More Obvious
Benefits. We also share the administration’s
concerns about the complexity of current special
education funding and think some existing
special education categorical programs have little
merit. Most notably, the state has no clear, strong
rationale for earmarking funding for mental
health services given no other special education
services receive earmarked funding. Though
some special education categorical programs do
not seem justified, we believe others continue to
serve valuable functions. Most notably, Necessary
Small SELPAs (which serve counties with fewer
than 15,000 students) do not have the same level of
economies of scale as larger SELPAs and thus can
experience unusually high special education costs.
The state might wish to continue providing targeted
funding to these areas even if it eliminates most

other special education categorical programs.
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stakeholders, ranging from
districts of all sizes to county
offices of education, charter schools, general and
special educators, parents, advocates, and students.
Suggest Legislature Take Time to Consider
Options and Examine Potential Consequences.
Given the complex issues involved and the number
of groups potentially affected, we encourage the
Legislature to take its time in evaluating any
overarching change to special education funding.
Though the administration’s restructuring
goals sound laudable, restructuring could have
unintended consequences without sufficient
study. The overall endeavor, however, could be
worthwhile. Potentially, the state could discover
new and better ways to provide reasonable
protections for small and mid-sized districts and
the students they serve while also doing a better job
of encouraging innovation and cooperation at the

district level.
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PRESCHOOL

In this section, we provide an overview of
California’s preschool programs, then discuss key

issues relating to preschool slots and preschool

funding rates. Transitional Kindergarten is run
exclusively by LEAs. By comparison, about half of

State Preschool providers are LEAs (accounting

program alignment.

Overview

State Has Two Main Preschool Programs.
In 2016-17, California spent $1.8 billion on two
main preschool programs: State Preschool and
Transitional Kindergarten. Of this amount,
$1.1 billion supported 164,000 State Preschool
slots and $700 million supported nearly 80,000
Transitional Kindergarten slots. As Figure 21
shows, these programs have different eligibility

criteria, program length, staffing requirements, and

for two-thirds of slots) and half are non-LEAs

(accounting for one-third of slots). In addition

to these state programs, the federal government

runs the Head Start preschool program. Of all
subsidized preschool slots for four-year olds in
California in 2014-15, 52 percent were in State
Preschool, 31 percent in Transitional Kindergarten,
and 18 percent in Head Start.

State Authorized Districts to Create
“Expanded” Transitional Kindergarten in
2015-16. As part of the 2015-16 budget plan, the

Legislature enacted trailer legislation that allows

Figure 21

Comparing California’s Two Major Preschool Programs

State Preschool

Transitional Kindergarten

Eligibility criteria

Providers

Program length

Teacher qualifications

Staffing ratios

Annual funding per child®

they turn five.

Four-year olds from families with
incomes at or below 70 percent of state
median income as calculated in 2007.2
Children in full-day program must have
parents working or in school.

Local education agencies and
subsidized centers.

At least 3 hours per day, 175 days per
year for part-day program. At least
6.5 hours per day, 250 days per year
for full-day program.

Child Development Teacher Permit
(24 units of ECE/CD plus 16 general
education units).¢

1:24 teacher-to-child ratio and 1:8 adult-
to-child ratio.

$4,386 (part-day) and $10,114 (full-day).

a Programs may serve three-year olds from income-eligible families if all eligible and interested four-year olds have been served first.
b Schools may serve younger four-year olds with birthdays before the end of the school year but those children do not generate state funding until

¢ Referenced permit and credential are issued by California’s Commission on Teacher Credentialing.
d The requirements shown apply to teachers hired after July 1, 2015.
e Funding rates are 2016-17 estimates.

ECE/CD = Early Childhood Education/Child Development.

Four-year olds with birthdays between
September 2 and December 2.

Local education agencies.

At least 3 hours per day, 180 days per
year.

Bachelor’s degree, Multiple Subject
Teaching Credential, and a Child
Development Teacher Permit or
at least 24 units of ECE/CD or
comparable experience.td

1:33 teacher-to-child ratio.

Average of $8,810.
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school districts and charter schools to enroll
four-year old children in Transitional Kindergarten
if their fifth birthday falls between December 2 and
the end of the school year. These children generate
attendance-based funding when they turn five. A
child with a birthday in the middle of January, for
example, would generate funding for roughly half
of the school year. The state does not collect data on
the number of children enrolled as a result of these
expanded Transitional Kindergarten provisions.
Several large school districts, however, indicate they
have expanded their Transitional Kindergarten
programs under the new provisions. In 2015-16, for
example, the Los Angeles Unified School District
indicated it served 2,900 children through the
expanded Transitional Kindergarten provisions.

State Has Complicated Way of Funding
Preschool Programs. For State Preschool,

CDE contracts with individual providers

using a Standard Reimbursement Rate for

every child served. The funding source is
primarily Proposition 98 General Fund, though
full-day programs run by non-LEAs receive
non-Proposition 98 General Fund for the
wraparound portion of their program. The state
funds Transitional Kindergarten through LCFF,
which is funded with Proposition 98 General Fund
and local property tax revenue.

Governor Proposes Various Changes in
Preschool Funding. The Governor’s budget
includes an additional $30 million (Proposition 98
General Fund) for preschool programs in 2017-18,
a 2 percent increase from 2016-17. The largest
component of this increase is $24 million due to
annualizing costs for the 2,959 full-day, LEA State
Preschool slots approved in the 2016-17 budget and
set to start April 1, 2017. The budget also includes a
$10 million increase in Transitional Kindergarten
associated with the Governor’s overall proposed
augmentation for LCFF. These increases are

offset by a statutory $4 million reduction to

36 Legislative Analyst’s Office www.lao.ca.gov

State Preschool to account for a 0.4 percent
decline in the birth to four population. For State
Preschool, the budget does not include a statutory
1.48 percent COLA nor does it annualize funding
for the 10 percent Standard Reimbursement Rate
increase scheduled to begin January 1, 2017. (For
administrative reasons, CDE implemented this
rate increase as a 5 percent increase starting July
1, 2016. The Governor’s proposal would apply the
same rates in 2017-18 as in 2016-17, leaving them

unchanged year over year.)

Preschool Slots

Below, we provide background on recent
increases in preschool slots, describe the Governor’s
slot-related proposals, assess those proposals, and

offer associated recommendations.

Background

State Added Total of Almost 10,000 Full-Day
State Preschool Slots Over Last Two Years. In
2015-16, the Legislature added 7,030 full-day State
Preschool slots, scheduled to begin January 1, 2016.
Of these slots, the budget act earmarked 5,830
for LEAs and 1,200 for non-LEAs. In 2016-17, the
Legislature added another 2,959 full-day State
Preschool slots, all for LEAs, scheduled to begin
April 1,2017.

LEAs Have Not Shown Sufficient Interest
in New Full-Day Slots. To allocate new slots
across the state, CDE requests applications from
interested entities and awards contracts to those
that demonstrate they can meet the minimum
program requirements. In 2015-16, due to a lack
of applicants, CDE issued only 1,646 of the 5,830
tull-day State Preschool slots for LEAs. With the
remaining funding, the department issued 3,700
part-day slots for LEAs, 851 part-day slots for
non-LEAs, and 1,490 full-day slots for non-LEAs
(above the 1,200 already earmarked in the budget).
In 2016-17, LEAs to date have applied for only
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519 of the 2,959 full-day State Preschool slots
available. The CDE is currently in the process of
issuing a second request for applications. If CDE
is still unable to find enough LEAs interested in
offering the full-day slots, it will make funding
available for part-day slots.

Some State Preschool Providers Report
Challenges Earning Their Contracts. Each State
Preschool provider contracts with the state for a
specified amount of funding. If it does not spend its
full contract amount, the associated funds return
to the state. If this occurs for multiple years, CDE
can reduce the contract in future years. In 2014-15,
the most recent year of data available, $101 million
in State Preschool funding allocated to providers
was “unearned.” This represents 12 percent of all
State Preschool funding and is almost double the
unearned rate for other contract-based child care
programs (7 percent). This amount also is 77 percent
higher than the amount unearned for the program
in 2013-14. Several factors might contribute to
the increased difficulty in filling slots, including:
providers being unable to expand or open new sites
quickly enough to accommodate the rapid and
significant increase in slots since 2014-15; increased
enrollment in other large competing programs for
four-year olds, such as Transitional Kindergarten
and Head Start; and the state’s outdated income
eligibility threshold, which is based on state median
income as calculated in 2007.

Multiyear Budget Agreement Assumes Total
of Almost 9,000 Additional Slots Over Four-Year
Period. While not formalized in statute, the
multiyear budget agreement for preschool included
8,877 additional full-day State Preschool slots
for LEAs. These slots were to be implemented
in three equal batches on April 1 of 2017, 2018,
and 2019. The first batch was funded through the
2016-17 Budget Act, with future batches intended
for inclusion in the 2017-18 and 2018-19 budgets

respectively.

Governor’s Proposal

Does Not Include Funding for Additional
Slots in 2017-18. While the Governor’s budget
includes funding to annualize the cost of the slots
implemented mid-year in 2016-17, it does not
include funding for the second batch of additional
slots in 2017-18. (These slots would cost $7.5 million
under the rates proposed in the Governor’s budget.)
Allows Part-Day State Preschool Programs
More Flexibility to Serve Children With Special
Needs. To allow providers more flexibility to
serve as many children as their contract allows,
the Governor proposes to allow part-day State
Preschool programs to serve children with special
needs who do not meet the income eligibility
criteria as long as all eligible and interested children
are served first. (Current law allows part-day State
Preschool programs to fill up to 10 percent of their
slots with children from families with incomes
up to 15 percent over the income eligibility limit
if all eligible and interested children are served
first. Under the Governor’s proposal, over-income
children with special needs would not count toward

this cap.)

Assessment

School Districts Do Not Have Strong
Incentives to Apply for Full-Day State Preschool
Slots. The LEAS’ lack of interest in new full-day
State Preschool slots may be due to their
strong fiscal and programmatic incentives to
serve children using expanded Transitional
Kindergarten. Districts receive substantially more
funding per day for Transitional Kindergarten
than they receive for State Preschool. On a
per-day basis, Transitional Kindergarten funding
is 21 percent higher than the average full-day
State Preschool rate and nearly twice the average
part-day State Preschool rate. Despite receiving
higher levels of funding, Transitional Kindergarten

programs operate for a shorter length of time
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and have fewer programmatic restrictions. They
do not, for instance, have to determine income
eligibility, conduct child assessments, or set

up their classrooms according to specific state
standards. Because of higher funding rates and
fewer restrictions, we think many LEAs might be
choosing to serve additional four-year olds using
expanded Transitional Kindergarten rather than
through full-day State Preschool.

Not All Eligible Children Are Being Served.
Although some providers have difficulty earning
their State Preschool contracts, we estimate a
substantial portion of eligible children remain
unserved. Specifically, we estimate that at least
1 in 5 income-eligible four-year olds in California
are not receiving subsidized preschool through a
state or federal preschool program. (If other similar
programs are indicative, some families with eligible
children might not be interested in participating in
a preschool program, but other unserved families

might desire it yet be unable to access it.)

Recommendations

Allow All Types of Providers to Apply for New
Full-Day Slots. If the Legislature is interested in
supporting more full-day State Preschool slots
over the next few years, we recommend it make
funds available to all providers, not only LEAs.
LEAs currently do not seem to have sufficient
interest in offering more full-day slots and have
strong fiscal incentives to serve children through
expanded Transitional Kindergarten rather than
State Preschool. If the Legislature wants more LEAs
to operate State Preschool programs over the longer
term, it could address funding disparities between
State Preschool and Transitional Kindergarten
or change eligibility requirements so that each
program serves a distinct group of students.

Focus on Unserved Eligible Children Before
Expanding Eligibility. Given many children eligible

for State Preschool currently are unserved, we
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recommend the Legislature reject the Governor’s
proposal to expand State Preschool eligibility to
higher-income children with special needs. Though
the Governor’s proposal to serve more children
with special needs seems well intended, it has

the effect of displacing low-income children who
otherwise would be able to access the program.
Moreover, LEAs are responsible for ensuring all
four-year old children with special needs receive
service according to their individualized education
program. As a result, this proposal effectively
shuffles children with special needs from one
program to another while bumping out low-income

children who have no other program option.

Preschool Program Alignment

Below, we provide additional background on
State Preschool and Transitional Kindergarten,
describe the Governor’s proposals to better align
the two programs, assess those proposals, and offer

associated recommendations.

Background

State Preschool and Transitional
Kindergarten Have Different Health and Safety
Requirements. State Preschool programs must be
licensed and follow Community Care Licensing
(CCL) health and safety standards. (The CCLis a
division within the Department of Social Services.)
These licensing standards include requirements
that classrooms be clean and sanitary, children
be constantly supervised, teachers be trained in
first aid, and medication and cleaning supplies be
stored out of reach of children. Members of the
public can submit complaints to CCL regarding
possible licensing violations. The CCL is then
required to visit the facility within 10 days. State
Preschool programs also must follow standards
set by CDE regarding classroom environment,
which include a mix of health, safety, and

programmatic requirements. These CDE rules
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include requirements that furniture and toys be
clean and well-maintained and classrooms be

set up with multiple stations to support different
types of learning (for example, classrooms could
have a science area and an art area). Both CCL
and CDE visit sites once every three years to
monitor compliance with regulations. By contrast,
Transitional Kindergarten programs are not
licensed or inspected. Instead, they must operate
in buildings with the same safety specifications as
other K-12 buildings. For example, these facilities
must be built to minimize the risk of damage in an
earthquake.

Many State Preschool Programs Participate in
Local Quality Rating and Improvement Systems
(QRIS). The state provides $50 million for State
Preschool QRIS each year, with funding allocated
in 2016-17 to 37 local consortia serving 49 counties.
These consortia use the funds to evaluate the
quality of State Preschool providers and provide
additional resources to help providers improve
or maintain program quality. Local consortia
assess providers based on a five-tier matrix, which
awards points for different levels of staffing ratios
and qualifications, the quality of child-teacher
interactions, and the implementation of certain
child assessments, among other program aspects.
The minimum State Preschool requirements are
roughly equivalent to a Tier 3 rating.

Schools Required to Operate Transitional
Kindergarten Same Length of Day as
Kindergarten. Under state law, Transitional
Kindergarten is the first year of a two-year
Kindergarten program. If a school district runs
Transitional Kindergarten and Kindergarten
programs on the same site, the two programs
at that site must be run for the same length of
the day. Districts that want to operate a full-day
Kindergarten and a part-day Transitional
Kindergarten program on the same site must

obtain a waiver from the State Board of Education.

(Districts can operate programs of differing lengths

on separate school sites.)

Governor'’s Proposal

Governor Interested in Better Aligning State
Preschool and Transitional Kindergarten. The
Governor’s budget includes several proposals to
more closely align these two programs. Most of
the proposals are designed to make State Preschool
programs more similar to those of Transitional
Kindergarten but one proposal is designed to make
Transitional Kindergarten more similar to State
Preschool.

Exempts State Preschool Programs Run by
School Districts From Licensing Requirements.
The Governor proposes to exempt State Preschool
programs from CCL requirements if they operate
in facilities constructed according to the state’s
K-12 building standards. Programs still would be
required to follow CDE’s requirements for staffing
and environment.

Includes Two Flexibility Proposals for
Meeting State Preschool Staffing Requirements.
The Governor proposes to exempt State Preschool
providers with QRIS Tier 4 or higher ratings from
the State Preschool staffing ratio requirements.
These providers, however, still would need to meet
licensing requirements (that is, have an adult-to-
child ratio of 1:12). Similarly, for State Preschool
programs with lower QRIS ratings or no rating, the
Governor proposes to allow classrooms taught by a
teacher with a Multiple Subject Teaching Credential
to operate with an adult-to-child ratio of 1:12
(rather than the 1:8 ratio currently required).

Allows Districts to Run Part-Day Transitional
Kindergarten and Full-Day Kindergarten on
Same Site. The Governor proposes to allow school
districts to run their Transitional Kindergarten
and Kindergarten programs on the same site for

different lengths of time without a waiver.
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Assessment

Better Alignment of State Preschool and
Transitional Kindergarten Programs Worthy
Goal. The state currently lacks a systematic
approach to providing early learning to four-year
olds, which results in wide disparities in eligibility,
funding, and the types of services provided. Given
this lack of coherence and unnecessary complexity,
we think better alignment of the state’s two largest
preschool programs is a very worthy goal.

Proposals Make Complicated System More
Complicated. Although the administration intends
to better align State Preschool and Transitional
Kindergarten, many elements of his proposals
add greater complexity to the existing system. For
example, exempting only certain State Preschool
programs from licensing requirements would
create different requirements for State Preschool
programs at LEAs and non-LEAs. Similarly, while
State Preschools run by LEAs would be exempt
from licensing requirements (and more similar to
Transitional Kindergarten in that respect), they
still would have to follow CDE’s regulations about
classroom environment (which do not apply to
Transitional Kindergarten). By creating new staffing
ratio standards for State Preschool teachers with a
teaching credential, the staffing flexibility proposals
also add complexity without allowing for complete
alignment. A State Preschool classroom with a
credentialed teacher still would be required to have
an adult-child ratio (1:12) almost three times lower
than that of Transitional Kindergarten (1:33).

Additional Concerns With Minimum
Staffing Requirement Proposals. In addition
to our concerns about making the system more
complicated, we also have specific concerns
with the proposal to allow higher staffing ratios
for credentialed teachers. Specifically, we are
concerned that a teacher with a Multiple Subject
Teaching credential and no early education training

requirements might not be better prepared than a
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teacher with early education training to serve more
children with less adult support.

Transitional Kindergarten and Kindergarten
Funding Not Aligned With Program Length. Given
the state currently allows school districts to choose
the length of day for their Transitional Kindergarten
and Kindergarten programs at different school sites,
we see no reason to restrict their ability to offer
programs of different length on the same school
site. We are concerned, however, that Transitional
Kindergarten and Kindergarten programs receive
the same amount of funding per student regardless
of program length. This lack of alignment results
in a funding structure that has little connection to

districts’ underlying program costs.

Recommendations

Reject Preschool Proposals, Pursue Alignment
More Holistically. Rather than make marginal
changes to existing preschool programs to get them
to operate somewhat more similarly, we recommend
the Legislature take a more holistic approach. Under
such an approach, the Legislature would consider
how best to serve four-year olds, particularly
those from low-income families. To this end, it
would consider what eligibility criteria, program
standards, and funding levels it desired for these
children. Making all these decisions in tandem
would provide for better alignment and coherence.

Adopt Transitional Kindergarten/Kindergarten
Flexibility in Tandem With Differential Rates. If
the Legislature does not pursue holistic reform of
programs serving four-year olds, we recommend
it adopt the Governor’s proposal regarding
Kindergarten and Transitional Kindergarten
flexibility and also establish differential funding
rates for full-day and part-day programs. Such
an approach would better align school district
funding to actual program costs and reduce funding
disparities between part-day State Preschool and

part-day Transitional Kindergarten programs.
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EDUCATION MANDATES

In this section, we first provide background
on state education mandates. Next, we discuss the
Governor’s proposal for paying down a portion
of the mandates backlog. We then consider his
proposal to fund a new mandate requiring schools
to train their employees to detect and report child
abuse. Lastly, we discuss a new mandate related to
school assessments. Though the Governor does not
address the assessment mandate in his budget plan,
the mandate has completed the state determination

process and now has a statewide cost estimate.

Background

Constitution Requires the State to
Reimburse Local Governments for Mandated
Activities. Proposition 4, passed by California
voters in 1979, requires the state to reimburse
local governments for the cost of new programs
and higher levels of service it imposes upon them.
Under a process subsequently established in state
law, the Commission on State Mandates (CSM)
determines if a new law, regulation, or executive
action constitutes a reimbursable state mandate for
local governments. In the area of education, a local
government is defined as a school district, COE, or
community college district—collectively referred
to as LEAs throughout this section. Although
some state-mandated activities also apply to charter
schools, the CSM deemed these schools ineligible
for reimbursement beginning in 2006.

State Budget Currently Recognizes 58
Education Mandates. As Figure 22 (see next page)
shows, the state budget currently recognizes 43
mandates that apply to K-12 education and 15 that
apply to community colleges. (Of these mandates,
seven apply to both K-12 education and community
colleges.) The state has suspended 17 other education
mandates (five that apply only to K-12 education,

five that apply only to community colleges, and
seven that apply to both). LEAs are not required to
perform the activities associated with suspended
mandates and, consequently, the state is not required
to reimburse them.

CSM Recently Found Two New State
Requirements to Be Mandates. First, the CSM
determined a law requiring school districts and
COEs to provide annual training on the detection
and reporting of child abuse to be a mandate.
Second, the CSM identified as a new mandate
requirements for school districts and COEs to
administer new computer-based state exams in
English language arts and math. The CSM recently
released cost estimates for both mandates, thereby
completing the mandate determination process.

State Traditionally Paid Mandates Through
Claims Process. Under the state’s traditional
mandate reimbursement process, LEAs submit
claims for the actual cost of performing each
mandated activity. The State Controller’s Office
(SCO) pays claims from funds appropriated in
the state budget. The SCO audits some claims and
reduces payments accordingly.

State Went Many Consecutive Years Without
Paying Claims, Large Backlog Mounted. The
state deferred payments on education
mandate claims for seven consecutive years—
from 2003-04 through 2009-10. During this period,
LEAs continued to submit claims, creating a large
backlog of outstanding mandate claims.

Widespread Agreement Claims Process
Has Serious Shortcomings. One of the most
disconcerting aspects of the state’s traditional
reimbursement method is that per-student
claims vary so greatly among every type of LEA.
School district per-student backlog claims (for all

mandates combined) currently range from $1 to
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Figure 22
Education Mandates2

K-12 Education

Academic Performance Index
Agency Fee Arrangements

AIDS Prevention / Instruction | and Il
Annual Parent Notification?

California State Teachers’ Retirement System Service Credit

Caregiver Affidavits

Charter Schools |, II, Ill, and IV

Child Abuse and Neglect Reporting

County Office of Education Fiscal Accountability Reporting
Collective Bargaining

Comprehensive School Safety Plans | and Il

Criminal Background Checks | and Il

Developer Fees

Differential Pay and Reemployment

Expulsion of Pupil: Transcript Cost for Appeals

Financial and Compliance Audits

Graduation Requirements

Habitual Truants

High School Exit Examination | and Il

Immunization Records (includes Pertussis & Hepatitis B)
Intradistrict Attendance

Interdistrict Attendance Permits

Absentee Ballots

Brendon Maguire Act

County Treasury Withdrawals

Grand Jury Proceedings

Health Benefits for Survivors of Peace Officers / Firefighters
Law Enforcement Sexual Harassment Training

Community Colleges

Agency Fee Arrangements
Cal Grants

California State Teachers’ Retirement System Service Credit

Collective Bargaining

Community College Construction
Discrimination Complaint Procedures
Enrollment Fee Collection and Waivers
Health Fee Elimination

Absentee Ballots

Brendon Maguire Act

County Treasury Withdrawals

Grand Jury Proceedings

Health Benefits for Survivors of Peace Officers / Firefighters
Integrated Waste Management

@ Mandates typically include only very specific activities associated with their name.

b Also includes Schoolsite Discipline Rules and Alternative Schools.
C Also includes Missing Children Reports.
d Also includes Pupil Discipline Records.

Active (43)

Juvenile Court Notices I

Law Enforcement Agency Notification®
Notification of Truancy

Open Meetings/Brown Act Reform

Parental Involvement Programs

Physical Performance Tests

Prevailing Wage Rate

Public Contracts

Pupil Suspensions and Expulsions I and |l
Pupil Health Screenings

Pupil Promotion and Retention

Pupil Safety Notices

Race to the Top

School Accountability Report Cards I, Il, 1ll, and IV
School District Fiscal Accountability Reporting
School District Reorganization

Teacher Notification: Pupil Suspensions/Expulsions?
The Stull Act

Threats Against Peace Officers

Uniform Complaint Procedures

Williams Case Implementation I, I, and Il

Suspended (12)

Mandate Reimbursement Process | and I
Physical Education Reports

Pupil Residency Verification and Appeals
Removal of Chemicals

School Bus Safety | and Il

Scoliosis Screening

Active (15)

Minimum Conditions for State Aid

Open Meetings/Brown Act Reform
Prevailing Wage Rate

Public Contracts

Reporting Improper Governmental Activities
Threats Against Peace Officers

Tuition Fee Waivers

Suspended (12)

Law Enforcement Jurisdiction Agreements

Law Enforcement Sexual Harassment Training
Mandate Reimbursement Process | and |l

Sex Offenders: Disclosure by Law Enforcement
Sexual Assault Response Procedures

Student Records
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almost $11,000 and COEs’ per-student claims
range from $50 to almost $30,000. In addition to
allowing vast differences in per-student claims,

the traditional reimbursement process provides

no incentive for LEAs to perform activities

as efficiently as possible. The traditional
reimbursement process also has a high
administrative burden, as LEAs must document
specific costs and fill out associated reimbursement
forms. Even after collecting and submitting
receipts, LEAs subsequently can be audited by the
state, and the SCO historically disallows many
audited claims. Of K-12 claims that the SCO
determines to be high risk and subsequently audits,
it disallows about 75 percent of claim costs.

State Has Made Significant Progress
Towards Reducing the Backlog, but Sizeable
Backlog Remains. As Figure 23 shows, the state
has provided $5.9 billion for reducing the K-14
mandates backlog since 2010-11. Of this amount,
$5.1 billion has been for the K-12 backlog and
$811 million for the community college backlog.
After accounting for these payments, we estimate
that the current K-14 backlog is $1.3 billion—
$1.1 billion for schools and $266 million for
community colleges. (Our backlog estimate does
not include $571 million in submitted claims
associated with pending litigation, as we assume

the state prevails in these cases.)

Figure 23
Funding for Education Mandates
Backlog Since 2010-11
(In Millions)
K-12 Community
Education Colleges Totals

Budget Act
2010-11 $187 $23 $210
2014-15 400 50 450
2015-16 3,205 632 3,837
2016-17 1,281 106 1,387

Totals $5,073 $811 $5,884

State Created Mandates Block Grants
as Alternative to Claims Process. To address
concerns with the mandate claims process and
provide a streamlined approach for reimbursing
LEAs, the state created two mandates block
grants in the 2012-13 budget: a K-12 block grant
(for districts, charter schools, and COEs) and
a community college block grant. The LEAs
that choose to participate in these block grants
receive per-student funding to cover the cost
of state-mandated activities in lieu of submitting
claims. Figure 24 shows the per-student funding
rates provided in the block grants. As the figure
shows, the per-student funding rate for K-8
students is $28, with double that amount ($56)
provided for high school students. The state elected
to make charter schools eligible for block grant
funding, but they receive half the K-8 per-student
funding rates of school districts, as about half of
K-8 mandates apply to them. Similarly, about half
of high school mandates apply to charter schools,
but their grades 9-12 rate is more than half the
district rate due to the treatment of the High School
Graduation mandate (which generates $28 per
student for both charter schools and districts.) A
COE receives funding for its direct students, as well

as $1 for each K-12 student in the county.

Figure 24
Rates Underlying Mandates Block Grants
Block Grant
Attendance Rate Per
2016-17 Type Student
School Districts K-8 $28
9-12 56
Charter Schools K-8 $14
9-12 42
COEs K-8 $28
9-12 56
Countywide K-12 1
Community Colleges FTE student $28
LEA =local education agency; COE = county office of education; and
FTE = full-time equivalent.
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Near Universal Participation in Block Grant.
The two block grants have very high participation
rates. In 2016-17, 95 percent of school districts,

95 percent of charter schools, 95 percent of COEs,
and all community college districts participated
in the block grant. These participation rates reflect
modest increases for all LEA types compared

to 2015-16. Currently, LEAs participating in

the block grants account for 99 percent of

K-14 attendance statewide.

Block Grants Include Funding for All
Mandates Recognized in State Budget. Currently,
all mandates recognized in the state budget are
included in the block grants. The K-12 block grant
totals $219 million for its 43 mandates, whereas the
community college block grant totals $32 million

for its 15 mandates.

Mandates Backlog

Governor Proposes $287 Million Payment
Toward K-12 Backlog. The Governor proposes to
make a one-time payment of $287 million toward
the K-12 backlog, but he does not provide funding
for the community colleges backlog. Consistent
with many previous backlog payments made by
the state, the Governor proposes to distribute
funding on the basis of ADA. Because the
payments would be made

Proposal Treats All LEAs Similarly, Provides
Incentives to Control Mandate Costs. Paying
down the backlog on a per-student basis means
that all LEAs receive funding, regardless of their
past mandate claiming practices. This ensures
that LEAs are not disadvantaged if they did not
submit claims in the past due to the complexity
of the claiming process or if they performed
mandated activities at a lower cost compared to
other LEAs. The per-student approach also reduces
the incentive for LEAs in the future to inflate
claims or perform state-mandated activities in an
unreasonably costly manner.

Majority of Payments Would Not Reduce
Backlog. Because the Governor proposes to
distribute funding to school districts and COEs
with no unpaid claims (either due to a lack of filing
or full repayment by prior backlog payments),
these payments would not reduce the backlog.

In addition, the Governor proposes to distribute
funding to charter schools, which are ineligible to
submit mandate claims and therefore do not have a
mandates backlog. As Figure 25 shows, we estimate
the $287 million payment would reduce the K-12
backlog by only $102 million, from $1.1 billion

to $964 million.

for expenses incurred Figure 25
by LEAs many years

ago, the funds provided

Estimates of Outstanding
K-12 and CCC Mandates Backlogs

today effectively could

be used for any purpose.

The Governor suggests
school districts, charter
schools, and COEs use

the payments for content
standards implementation,
professional development

8 LAO estimates.

for teachers, or deferred _
per-student basis.

maintenance.

(In Millions)
K-12 Community
Education Colleges Total
2016-17 Backlog? $1,067 $266 $1,332
Governor’s Proposal® $287 — $287
Payment towards backlog? (102) — (102)
Remaining funding? (185) — (185)
2017-18 Backlog? $964 $266 $1,230

b From settle-up payments. Allocated to all local education agencies, with and without unpaid claims, on a
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Serious Concerns With Lack of Plan to Retire
Mandates Backlog. The Governor’s proposal makes
some further progress towards fulfilling the state’s
constitutional requirement to reimburse LEAs for
the activities it mandates of them. The per-student
funding approach taken by the Governor, however,
is exceptionally costly. In the long term, if the state
were to continue this approach to retire the entire
backlog, we estimate it would cost $179 billion—
over 100 times more than the backlog. We
recommend the Legislature consider a more
strategic approach to retiring the mandate backlog,
such as the one we outlined last year in our 2016-17
Proposition 98 Education Analysis. Our approach
retains a positive feature of the Governor’s plan—
making payments on a per-student basis—and
it avoids the greatest negative feature of the
Governor’s plan—its astronomical cost—by more
narrowly targeting funding. Most notably, our
recommended plan reduces costs by requiring
schools to write-off all unpaid mandate claims as a

condition of receiving payment.

Training on
Child Abuse Detection and
Reporting Mandate

Below, we provide background on the child
abuse detection and reporting mandate, describe
the Governor’s proposal to add the mandate to the
K-12 mandates block grant, assess the proposal, and

make an associated recommendation.

Background

School Employees Required to Report
Child Abuse. In 1980, the Legislature enacted
Chapter 1071 of 1980 (SB 781, Rains), which
requires individuals in certain professions (who
are referred to as “mandated reporters”) to report
child abuse and neglect to specific law enforcement
agencies or county welfare departments. School

staff, including teachers and other employees, are

among these mandated reporters. The legislation
makes failure to report abuse or neglect a
misdemeanor, punishable by up to six months
of jail time and/or a $1,000 fine. While placing a
reporting requirement on school employees, the
legislation did not require schools to train staff
members in the detection and reporting of abuse.

State Creates New Law Requiring Training
in Abuse Detection and Reporting. In 2013, a Bay
Area news organization surveyed school districts
and found that only 31 percent conducted annual
trainings in how to identify and report child abuse.
The news organization conducted the survey after
finding several instances of school staff failing to
report abuse. In response to these concerns, the
Legislature enacted Chapter 797 of 2014 (AB 1432,
Gatto). This legislation built on the 1980 law by
requiring districts to train virtually all staff in how
to detect and report child abuse. School districts,
charter schools, COEs, and state special schools are
now required to administer these trainings within
the first six weeks of the school year or the first six
weeks of a newly hired individual’s employment. The
law requires the California Department of Social
Services to develop an online training module for
use by schools, but schools also may develop their
own training materials if they submit these materials
to the California Department of Education.

CSM Determines New Requirements to Be
Reimbursable Mandate. The CSM determined
in 2015 that the new training and reporting
requirements constitute a reimbursable mandate.
Specifically, CSM found that schools are required
to perform the following activities for nearly all
employees: (1) provide annual child abuse and
neglect training (detailing how to identify abuse,
report abuse, and the penalties for failing to
report it); (2) provide written proof to the school’s
governing board that staff completed the training;
and (3) report to the California Department of

Education the training material used if not using
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the state’s online training module. The CSM
determination allows school districts and COEs to
claim reimbursement for these activities effective
January 1, 2015.

CSM Estimates Statewide Mandate Costs of
$40.5 Million Ongoing. The CSM’s estimate of
ongoing statewide costs consists of $32.4 million
for employee training, $5.4 million for reporting
to CDE, and $2.7 million for indirect costs such
as personnel services. (The CSM also estimates
one-time costs in 2014-15 of $13.5 million for
developing a process to record proof of training.)
The CSM calculated the costs of employee training
by identifying the total number of school employees
statewide (589,320), the average compensation of
school employees ($55 per hour), and the average
amount of time required to complete the training
(one hour). It calculated the costs of reporting to
CDE and indirect costs based on claims submitted
by 19 districts. Specifically, CSM found from
these claims that these two activities comprised
20 percent of total ongoing costs. (Due to a math
error, CSM inadvertently published its ongoing
statewide cost estimate as $43.5 million, rather
than $40.5 million.)

Governor’s Proposal

Adds Mandate and $8.5 Million to the K-12
Mandates Block Grant. The Governor proposes
to increase the K-12 block grant by $8.5 million
(4 percent) to account for the new mandate. His
proposed increase is equal to 20 percent of CSM’s
published ongoing statewide cost estimate of
$43.5 million. The Governor bases his 80 percent
reduction on a historical precedent for adding
another mandate to the block grant. Specifically,
the administration cites the 2013-14 budget’s
provision of $50 million to add the High School
Graduation Requirement mandate to the block
grant, even though annual ongoing claims for this

mandate totaled approximately $250 million.
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Assessment

Mandate Serves a Compelling State Interest.
Properly identifying child abuse and neglect is a
first step for helping to improve a child’s welfare.
School staft have significant contact with children
and therefore are well positioned to detect and
report abuse and neglect. Properly detecting and
reporting abuse, however, presumably requires
some training, and, prior to being mandated, many
districts were not providing such training. For
these reasons, we believe that the mandate serves a
compelling state interest.

Assessing Actual Effects of Mandate Difficult
Due to Data Limitation. According to the
California Child Welfare Indicators Project (a
collaboration between the University of California
at Berkeley and the California Department of
Social Services), the number of child abuse and
neglect cases reported to the department increased
from 325,000 in 2014 to 332,000 in 2015 (the year
the mandate took effect). This increase, however, is
the continuation of a trend occurring prior to the
mandate’s enactment. Moreover, information is not
readily available to ascertain whether the increase
is due to the mandate or other factors that might
cause the number of child abuse reports to rise.

Governor’s Proposal Underfunds Mandate’s
Costs Without Justification. The Governor
cites historical precedent as the rationale for
underfunding the mandate. The one case he cites is
unusual. The High School Graduation Requirement
mandate was litigated between the state and
schools over the course of more than two decades.
The state reduced funding for this mandate when
adding it to the block grant because it felt, even
though the courts upheld the requirement to be a
state reimbursable mandate, that the mandate did
not impose new costs on schools. By contrast, the
training on child abuse detection mandate has not

been subject to any dispute between the state and
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schools. For this reason, we believe the Legislature
should fund its full costs.

Actual Costs of Mandate Close to CSM
Estimate. Our review of CSM’s cost estimate
identified some shortcomings. For example, its
estimates did not properly account for the number
of nonteaching staff, the costs of providing
mid-year training to newly hired staff, and the
hourly rate of school employees. After adjusting for

these shortcomings, however, we estimate only a

slightly different amount than CSM—$41.9 million.

This is because some of our adjustments resulted in
higher costs but these were largely offset by other

adjustments that resulted in lower costs.

Recommendation

Add Mandate and $41.9 Million to the K-12
Mandates Block Grant. Because the mandate
serves a compelling statewide purpose, we
recommend adopting the Governor’s proposal
to add it to the block grant. We recommend,
however, increasing the block grant by
$41.9 million—$33.4 million more than proposed
by the Governor—to accurately reflect the costs of
the mandate. This would increase the block grant
per-student funding rates by $7 for school districts,
charter schools, and COEs.

CAASPP Mandate

Below, we provide background on a new
mandate relating to the state’s assessment system,
formally known as the California Assessment of
Student Performance and Progress (CAASPP). We
then analyze the mandate to determine how best to
adjust the K-12 mandates block grant.

Background

California Adopted New Standards and
Joined Testing Consortium in 2010. Seven years
ago, California adopted the Common Core State
Standards in English Language Arts and math for

kindergarten through twelfth grade. The standards
were developed by the National Governor’s
Association and Council of Chief State School
Officers, in consultation with education experts,
with the intent to better prepare all students for
college and career. In September 2010, as part

of its Race to the Top Assessment Program, the
federal government awarded $330 million to two
consortia to develop assessments aligned to the new
standards. California is a member of the Smarter
Balanced Assessment Consortium (SBAC), which
received $160 million to develop new exams for
students in grades 3 through 8 and grade 11.

New Tests Require Devices and Internet
Connection. The tests developed by SBAC require
a computing device—a tablet, desktop computer,
or laptop computer—that is connected to the
Internet. (The other consortium funded by the
federal government, Partnership for Assessment
of Readiness for College and Careers, or PARCC,
developed an exam that is computer-based
but does not require an Internet connection.)

Each spring, schools have a 12-week window to
administer the test to students in grades 3 through
8 and a seven-week window for grade 11. To ease
the transition to the new system, schools can
administer a pencil and paper version of the test
during the first three years of implementation but
must use the online version by spring 2018.

State Required Schools to Administer New
Exams Beginning Spring 2014. Chapter 489 of
2013 (AB 484, Bonilla) codified into state law many
requirements based on SBAC. Chapter 489 also
directed schools to administer a trial run of the
online version of the SBAC tests in spring 2014, if
possible. (No paper and pencil version of the trial
test was available.) Because it was a trial, test results
were not reported for accountability purposes. The
trial test was intended to help schools transition to
the new standards and give them an opportunity

to determine their technology needs before
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administering the first official tests in spring 2015.
The state’s standards-based assessments—including
the SBAC exams, science assessments, alternate
assessments for students with disabilities, and a
standards-based test in Spanish—are collectively
known as the CAASPP.

State Has Provided Substantial One-Time
Funding to Help Schools Implement New
Standards and Tests. The 2013-14 budget plan
provided $1.25 billion for professional development
in aligning instruction to the new standards,
purchasing aligned instructional materials, and
acquiring the technology required to implement
the SBAC exams. Of the $1.25 billion provided,
school districts reported spending $577 million
on technology, including $400 million on
devices and accessories and $98 million on
technology infrastructure. In 2014-15, the state
provided $401 million that schools could use
for any purpose, including implementing the
new standards and tests. (School districts with
outstanding mandate claims had this funding
applied to those claims.)

State Also Provided Special Grants for
Improving Internet Infrastructure. To address
concerns with some schools potentially not having
Internet bandwidth sufficient for administering the
SBAC exams, the state provided $77 million over
two years (2014-15 and 2015-16) for Broadband
Infrastructure Improvement Grants (BIIG). Schools
eligible to benefit from a BIIG grant either had to
have been unable to administer the trial test on-site
due to low Internet capacity or had to shut down
other core online activities (such as e-mail) in order
to administer the test. As a condition of receiving
funds, schools were required to commit to the
ongoing costs associated with the new Internet
connections. If any BIIG funding remained after
helping these schools, then BIIG grants could be

provided to other schools to increase their Internet
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speeds. The state has funded more than 400 school
sites. As of December 2016, the state has identified
only five schools that do not have the Internet
speeds to administer the exam.

State Provides Annual Funding for Costs of
Administering Standardized Tests. The 2016-17
Budget Act included $23.2 million to cover the
costs of administering the state’s standardized
assessments. These funds, which have been
provided annually since the previous set of state
standardized exams, are distributed to school
districts based on per-student rates set by SBE for
each exam. In 2016, schools received $4 for each
student who took at least one SBAC exam during
the previous year (costing $12.8 million statewide).
For the prior English language arts and math
exams, SBE provided $2.52 per student. These
funds are intended to cover costs such as training
test site coordinators and proctors, as well as
sharing certain student demographic data with the
state’s testing contractor.

CSM Determines Minimum Technology
Requirements to Be Reimbursable Mandate.

In 2016, the CSM determined that compliance
with the minimum technology requirements

of the new exams constituted a reimbursable
mandate. Reimbursable costs include purchasing
computing devices and maintaining Internet
service sufficient to administer the exams within
the testing window. Specific related costs include
acquiring and installing network equipment

and hiring consultants or engineers to assist
districts in proper installation. School districts are
required to maintain supporting documentation
demonstrating that their prior inventory was
insufficient to administer the new tests to

all eligible pupils within the testing window.
Reimbursement for fixed costs, such as devices
or networking equipment, is to be prorated based

on the share of use associated with mandated
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activities. If, for example, half of a computer’s usage
is for administering exams, then schools can be
reimbursed for only half of the computer’s cost.

CSM Also Declares Other Associated
Activities a Mandate. The CSM also determined
that certain administrative requirements for the
SBAC exams exceeded the requirements under
previous exams. These other reimbursable costs
include ongoing monitoring of computing devices
and Internet speeds to ensure they meet minimum
requirements, scoring and transmitting tests,
reporting additional test-related information to the
state’s testing contractor or CDE, notifying parents
that their children are not required to take the
assessments, and reviewing training materials and
documents related to administering the exams.

Several Funding Sources Deemed Offsetting. In
its ruling, CSM required districts to identify specific
funding sources as offsetting their mandates claims.
For the two largest one-time funding sources—
the $1.25 billion in 2013-14 and $401 million in
2014-15—the funding offsets districts’ claims if
used for the mandated activities. In addition, CSM
requires districts to count all of the $77 million in
BIIG funding and annual state apportionments for
test administration as offsetting.

CSM Receives Roughly $70 Million in CAASPP
Claims for Each of First Two Years. For 2013-14,
197 LEAs (a mix of school districts and COEs)
identified $87 million in costs associated with the
mandate and $13 million in revenue offsets. For
2014-15, 230 school districts and COEs submitted
costs totaling $77 million and $11 million in
revenue offsets. Of the total reimbursable costs
identified across the two years, 62 percent was for
computing devices and accessories, 30 percent
for Internet services, and 8 percent for all other
requirements. Although complete data for 2015-16
is not yet available, the CSM estimates 2015-16 net
costs to be $77 million. This estimate is based on
data from the 170 LEAs that submitted claims both

years, and a projection of the number of claims that
will be submitted by LEAs with no prior claims.
(The CSM did not use this available claims data to
extrapolate a statewide cost estimate assuming all

LEAs incurred associated costs.)

Assessment

Submitted Claims Likely Overstate Ongoing
Cost of Mandate. Based on our review of CSM’s
ruling and available claims data, we believe the
claims submitted by LEAs overstate the ongoing
costs of the mandated activities. Below, we discuss
our concerns with the claims data and provide an
alternative estimate of the ongoing costs of the
CAASPP mandate.

Virtually All Schools Meet Minimum Internet
Speed Requirements. One concern we have with
the claims data is that LEAs appear to be seeking
reimbursement for costs that exceed the minimum
Internet speed requirements. To minimize the
financial burden of the new exams, SBAC set its
associated technology requirements low compared
to existing technology standards. With regards
to connectivity, schools must have a minimum
Internet speed of 20 kilobits per second (Kbps)
for each student being tested simultaneously.
(Internet speeds are measured by the number of
“bits,” or units of data, transmitted per second.)
This minimum standard is low compared to speeds
currently available in schools. In 2014, a survey
with responses from 96 percent of California
schools found 99 percent of schools had speeds
greater than 1.5 megabits per second (mbps)—
sufficient to test 75 students at one time. (The
median school’s Internet speed—100 mbps—is
sufficient to test 5,000 students at one time.) Those
schools that did not meet current Internet speeds
could receive state aid through BIIG. For these
reasons, virtually no school at this point should
need faster Internet speeds to administer the SBAC
tests.
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Claims for Device Costs Also Likely Exceed
Minimum Standards. The SBAC’s minimum
requirements for computing devices also are
relatively low compared to current technology
standards. For example, through the end of
2019-20, schools can administer SBAC exams
using computers running Windows 7, an operating
system first released to the public in 2009. With
such minimal requirements, schools should be
able largely to use their existing computers to
administer the exams. The state also has eased
the technology requirements by allowing for
a relatively long testing window (12 weeks for
grades 3 through 8, 7 weeks for grade 11), thereby
reducing the number of computing devices needed.
A high school with 500 11" graders, for example,
could administer all exams within the 7-week
testing window at no additional cost if it has one
existing computer lab that can accommodate 30
students at a time. Because of these low minimum
standards, we think the mandate claims submitted
significantly overstate costs.

Estimate Average Annual Device Cost of
Roughly $13 Million. We estimate statewide
annual costs of roughly $13 million for devices
sufficient to meet minimum standards. This
estimate is based on several key assumptions. We
assume (1) schools currently have one computer
available for every 50 students tested, (2) schools
administer tests throughout the entire testing
window, and (3) purchased devices have a lifespan
of three years and are used about one-third of the
time for non-testing purposes. (Though we believe
this package of assumptions is reasonable, one
alternatively could assume a shorter testing period
but longer device life span and more usage for more
testing purposes.)

Estimate Annual Cost of Other Activities at
Roughly $12 Million. For 2014-15, LEAs submitted
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claims for the other claimable costs equivalent to
$4 per student. We expect these particular costs to
decrease over time as schools become more familiar
with the new testing requirements. In future years,
staff will need to be informed of changes to the
testing system but will not be required to learn a
completely new system. Activities such as scoring
and reporting data also will require less time as
staff become familiar with the required procedures.
For these reasons, we assume the ongoing
per-student cost would be roughly half the cost in
the initial years ($2 rather than $4 per student).
Applying this rate statewide yields a total cost of

about $12 million.

Recommendations

Add Mandate and $25 Million, Along With
Shifting Associated Apportionment Funding, Into
the K-12 Mandates Block Grant. We recommend
adding the CAASPP mandate to the K-12 mandates
block grant. In tandem, we recommend increasing
the block grant funding by $37.8 million. Of this
amount, $25 million reflects our estimate of the
annual ongoing costs associated with the new
mandated activities. The remainder ($12.8 million)
reflects a shift of the related assessment
apportionment funding. This shift would be a
conforming action to consolidate all funding
related to the new assessments into the block grant,
thereby making for more transparent budgeting.
To derive the new per-student block grant funding
rates, we recommend increasing the K-8 rate more
than the high school rate, as five grades in the K-8
grade span are tested whereas only one high school
grade (eleventh) is tested. Assigning the rates
proportionately, we recommend increasing the K-8
block grant funding rate by $8 per student and the
high school rate by $3 per student.
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PENSION COSTS

In this section, we provide background on
school district pension costs, compare LCFF
funding increases with pension cost increases
over the past few years, project these increases for
2017-18 and the next few years, and discuss how
the cost increases likely are affecting different types
of school districts. The section focuses on both
the California State Teachers” Retirement System
(CalSTRS), which administers retirement programs
for teachers, administrators, and other certificated
staff, and the California Public Employees’
Retirement System (CalPERS), which administers
retirement programs for classified school personnel

such as paraprofessionals and maintenance staff.

Background

State Approved Plan in 2014-15 to Address
CalSTRS’ Unfunded Liability. At the end

of 2013-14, CalSTRS estimated that its main
investment fund was more than $70 billion short
of the amount needed to pay for benefits earned
through that date. This shortfall is referred to as an
unfunded liability. Chapter 47 of 2014 (AB 1469,
Bonta) included a plan to pay down the unfunded
liability within about 30 years. Under the plan,
district contributions as a share of payroll increase
from 8.25 percent in 2013-14 to 19.1 percent in
2020-21. The plan also increased state contributions
from 5.2 percent in 2013-14 to 10.6 percent in
2020-21. The final component of the plan increased
contribution rates for most teachers from 8 percent
in 2013-14 to 10.25 percent in 2016-17. (CalSTRS
estimates that teachers hired after January 1, 2013
will pay 10.21 percent beginning in 2017-18.) The
top part of Figure 26 summarizes the changes in
district and state contribution rates. The state rates

Figure 26
K-12 Pension Contribution Rates and Amounts
(Dollars in Millions)
2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20  2020-21
Contribution Rates?
CalSTRS
School Districts 8.3% 8.9% 10.7% 12.6% 14.4% 16.3% 18.1% 19.1%
State® 5.2 5.7 71 8.6 9.1 9.6 10.1 10.6
Totals 13.5% 14.6% 17.9% 21.2% 23.5% 25.9% 28.2% 29.7%
CalPERS
School Districts 11.4% 11.8% 11.8% 13.9% 15.8% 18.7% 21.6% 24.9%
Contribution Amounts
CalSTRS
School Districts $2,090 $2,280 $2,970 $3,622 $4,403 $5,216 $6,027 $6,587
State® 1,360 1,486 1,935 2,473 2,787 3,060 3,319 3,589
Totals $3,450 $3,766 $4,905 $6,095 $7,190 $8,277 $9,346  $9,177
CalPERS
School Districts $993 $1,035 $1,132 $1,421 $1,665 $2,101 $2,415 $2,867
Total District Contributions $3,083 $3,315 $4,103 $5,043 $6,069 $7,318 $8,442 $9,455
@ Chapter 47 of 2014 (AB 1469, Bonta) phased in annual CalSTRS rate increases for teachers, districts, and the state. District contribution rates for CalSTRS are set in statute
through 2020-21. Other contribution rates are actuals through 2016-17 and projections thereafter. Future rates will differ based on investment returns and changes in actuarial
assumptions and policies.
b Includes roughly 2.5 percent contribution to a program that protects retirees’ benefits from the effects of inflation.

www.lao.ca.gov Legislative Analyst’s Office 51

55




2017-18 BUDGET

shown in the figure reflect CalSTRS’ February 2017
decision to change some of its key assumptions,
including lowering its investment return
assumption from 7.5 percent to 7 percent over the
next few years.

CalPERS Also Is Increasing District Rates to
Address Unfunded Liability. Similar to CalSTRS,
CalPERS also has an unfunded liability. In recent
years, the CalPERS board has taken action to
address this unfunded liability by increasing
district contribution rates (along with the rates
that apply to many other state and local agencies
participating in CalPERS). As Figure 26 shows,
the latest actuarial estimates suggest that district
contribution rates will increase from 11.4 percent in
2013-14 to 24.9 percent by 2020-21. Compared with
the previous estimates released by CalPERS, the
district contribution rates are nearly 4 percentage
points higher by 2020-21. This increase equates to
about $500 million in higher contributions and is

due largely to the adoption

totaled $5 billion, an increase of $2.9 billion

(64 percent) over the 2013-14 level. By comparison,
state CalSTRS contributions totaled $2.5 billion

in 2016-17, an increase of $1.1 billion (82 percent)
over the 2013-14 level. The higher percentage
increase for the state is related to the legislation
implementing the CalSTRS funding plan, which
initially increased the state’s contribution relatively
quickly and school district contributions more
slowly.

LCFF Funding Increases Have Been
Significantly Higher Than Total School District
Pension Cost Increases. Figure 27 compares the
annual increase in districts’ combined CalSTRS
and CalPERS costs with annual increases in LCFF
funding. For each of the last three years, LCFF
funding has increased significantly more than
pension costs. Over the three years combined,
LCFF funding increased by about $14 billion,

compared with higher pension costs of about

of less optimistic investment Figure 27

assumptions. Specifically,
CalPERS recently decided

Comparing Statewide Growth in
LCFF Funding and District Pension Costs

to lower its assumed annual (In Billions)
investment return similar to $14
CalSTRS.
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Increased Over Past Three
Years. The bottom half 6 |
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are contributing toward

pension costs. In 2016-17,
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$2 billion. Pension cost increases equated to about
15 percent of LCFF growth over this period.

Questions About the Experience of Individual
Districts. Though LCFF funding has outpaced
pension costs on a statewide basis, some legislators
and school groups have asked whether certain
districts are experiencing pension cost increases
greater than the growth in their funding. These
questions tend to arise because the funding
increases under LCFF are weighted toward districts
with relatively high numbers of low-income
students and English learners, whereas the higher
pension rates apply to all districts. Determining
how many districts are affected this way is difficult
because districts make different decisions about
salaries and staffing levels. These decisions, in
turn, affect payroll and the amount districts pay
for pension costs. For our analysis, we developed
a cost simulation that began with each district’s
2013-14 payroll and pension contribution amounts.
We then accounted for the pension contribution
rate increases that have occurred over the past
three years. Next, to account for inflationary
pressures, we assumed payroll grew 3 percent per
year. Changing our payroll growth assumption up
or down by a few percentage points did not notably
change our results.

Some Districts Likely Have Seen Pension
Costs Grow More Quickly Than LCFF Funding.
Under these assumptions, 7 percent of non-basic
aid districts would have seen their pension costs
increase by more than their LCFF increase from
2013-14 through 2016-17. The districts in this
category tend to be very small—jointly representing
less than 1 percent of statewide attendance—and
were historically advantaged in terms of state
funding. Specifically, these districts average
around 200 ADA, compared to 6,200 ADA for
all other districts. They received a large amount
of categorical funding in 2012-13—about $5,000
per ADA on average, compared to $1,300 for all

other districts. They also receive a large share of
their LCFF funding through the necessary small
schools (NSS) allowance—20 percent on average.
Districts with large amounts of categorical and NSS
funding tended to start 2013-14 very close to, or
already at, their LCFF target and thus experienced
relatively slow or no LCFF growth in recent years.
To accommodate the higher contribution rates,
these districts likely had reduce other areas of their
budgets. (We excluded basic aid districts from this
analysis because their funding is affected primarily
by changes in property tax revenue rather than
LCFE)

Pension Cost Increases a Much Smaller
Share of LCFF Funding Increases in Most Other
Districts. Under our assumptions, about four
in five districts would have seen pension cost
increases equating to less than 20 percent of their
LCFF funding increases. These districts generally
started 2013-14 far below their LCFF targets and
have experienced correspondingly higher funding
increases as the state has made progress toward

implementing LCFF.

2017-18 and Out-Year Analysis
LCFF Funding Increase in 2017-18 Smaller

Than Total School District Pension Cost Increases
Projected for That Year. Compared with their
experience the past three years, districts are likely
to find pension rate increases more challenging

to accommodate in 2017-18. Total district
pension contributions are expected to increase

by about $1 billion ($782 million for CalSTRS
and $244 million for CalPERS). These cost
increases compare to the $744 million proposed
augmentation for LCFF under the Governor’s
budget. Thus, the average district would have to
redirect some of its existing resources to cover
the pension-related costs in excess of its LCFF

increases.
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Not All Districts Likely to Be Affected to the
Same Extent. Similar to the past few years, the
effect of any LCFF augmentation in 2017-18 will
vary according to district circumstances. Districts
with relatively high numbers of low-income
students and average and below average historical
funding rates will receive larger LCFF funding
increases than other districts, such that their LCFF
funding likely will continue to outpace growth in
pension costs. These districts, however, face greater
expectations for increasing and improving services
for their low-income students. These districts likely
will experience some tension in deciding how to
accommodate these two cost pressures. Compared
to districts with high numbers of low-income
students, more affluent districts will receive
relatively small LCFF funding increases and might
need to make budget reductions to accommodate
higher pension costs. In addition to being affected
differently based on their student demographics,
districts differ in the extent to which they
incorporated higher pension costs into previous
budget planning. Districts that set aside funds in
their reserves and increased programs more slowly
in previous years likely will have less difficulty
accommodating higher pension costs in 2017-18. In
contrast, districts that dedicated the bulk of their
additional LCFF funding the past three years to
program expansion are likely to experience more
difficulty maintaining their higher levels of service
in 2017-18.

LCFF Funding Projected to Grow More
Quickly Than Pension Costs Over Seven-Year
Implementation Period. Growth in district
pension costs beyond 2017-18 will depend upon
many factors, including district decisions about
salaries and programs, as well as state-level
decisions about pension contribution rates and
investment assumptions. Growth in Proposition 98
funding also will depend upon various factors—

primarily changes in General Fund revenue, per
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capita personal income, and K-12 attendance.

We examined the relative growth in costs and
funding from 2013-14 through 2020-21 under

two simulations. The simulations are based

upon two economic scenarios we developed for
our November 2016 fiscal projections. Under

our economic growth scenario, total K-12
Proposition 98 funding in 2020-21 would exceed
the 2013-14 level by $22 billion. Under this
scenario, the $6.4 billion increase in pension costs
over the same period equates to about 30 percent
of the increase in school funding. Under our mild
recession scenario, the increase in school funding
would be $17 billion, with the $6.4 billion increase
in pension costs equating to nearly 40 percent of
the funding increase. (Many other scenarios—both
stronger than our growth scenario and weaker
than our recession scenario—are possible over this

period.)

Key Considerations

Addressing Unfunded Pension Liabilities Is
Critical. Despite the significant fiscal pressure
imposed by higher pension costs, addressing
unfunded CalSTRS and CalPERS liabilities is
critical. Whereas CalSTRS had estimated that
it would run out of assets by the mid 2040s, the
funding plan approved in 2014 places the system
on a trajectory to reach full funding within about
30 years. Similarly, the rate increases approved
by CalPERS will reduce that system’s unfunded
liabilities over time. Though school districts and
the state are both paying more to fund the two
systems over the next several years, the result in
both cases will be lower costs over the long term
and more sustainable pension systems moving
forward.

By Prioritizing General Purpose Funding,
State Can Help Districts Accommodate Higher
Costs. Given the scheduled rate increases, pension

costs will be a key factor in district budgets for
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many years to come. One way the state can help
districts manage these increases is to continue
allocating Proposition 98 funds through general
purpose grants like LCFF and mandate backlog
payments. Allocating funding in this way provides
districts the flexibility to make difficult trade-offs
in ways that reflect local priorities. In contrast,

SCHOOL FACILITIES

In this section, we provide background on
state funding for school facilities and discuss the
Governor’s proposed school facility bond sales and

his related audit proposal.

Background

School Facilities Program (SFP) Was Created
Nearly Two Decades Ago. Chapter 407 of 1998 (SB
50, Greene) created the SFP. The underlying tenet
of the program is that the state and school districts
share the cost of building new school facilities
and modernizing old ones. The state generally
contributes 50 percent of new construction costs,
including the purchase of land, working drawings,
and construction of new facilities. The state
typically contributes 60 percent of modernization
costs for the renovation of facilities at least 25 years
old. For both types of projects, the state can

contribute up to 100 percent of project costs if

districts face challenges in raising their local shares.

Schools submit applications for state funding to the
Office of Public School Construction (OPSC). The
OPSC then brings eligible applications to the State
Allocation Board for approval on a first-come, first-
served basis.

Virtually No State Funding Has Been
Available for Program Since 2012. The state
funded the SFP with a series of four voter-approved
general obligation bonds between 1998 and 2006
that together provided $35.4 billion. By 2012,

creating new or expanding existing state categorical
programs makes balancing district budgets more
difficult, as funds get tied up for specific state
purposes that might not align well with every
districts’ local priorities and budget-balancing

strategies.

the state effectively exhausted funding from
these bonds. After running out of funding, the
state kept a list of board-approved applications
awaiting funding (known as the “unfunded

list”) and another list of applications received

but not yet reviewed by OPSC (known as the
“acknowledged list”). The unfunded list currently
totals $370 million and the acknowledged list
totals $2 billion. As the state ran out money for the
program, it also decreased OPSC staffing notably,
from a historical average of around 130 positions
to around 50 positions today. Figure 28 (see next
page) shows changes in OPSC staffing since the
establishment of the SFP.

New State Bond Approved in 2016.
Proposition 51 was approved by voters in November
2016. It authorizes the state to sell $7 billion in
general obligation bonds for K-12 school facilities
projects (in addition to $2 billion for community
college projects). Of the $7 billion, $3 billion
is for new construction projects, $3 billion is
for modernization projects, and the remaining
$1 billion is split evenly between charter school and
career technical education projects. Proposition 51
specifies that the state must spend the bond funds

in accordance with the SFP.

Bond Sales
State Generally Times Bond Sales to Match

Project Schedules. To minimize interest payments
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Figure 28
Staffing Level at Historic Low
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(which begin accruing once a bond is sold), the
state typically sizes its bond sales to match the
amount of funding required for projects that

are “shovel ready.” For school facilities, requests

for bond funding are linked to the volume of
applications submitted to OPSC and the speed with
which OPSC can review them and present them to
the State Allocation Board for approval.

Bulk of Last School Bond Sold Over Six Years.
The state’s last school bond was Proposition 1D
(2006), which provided $7.3 billion for school
facilities. The state sold $6.1 billion (84 percent)
of Proposition 1D bonds within six years of its
passage. Bond sales ranged from $344 million
to $1.9 billion per year. During these six years,
the state also was selling bonds from prior voter
measures. For example, in 2007-08, the state
sold $344 million in Proposition 1D bonds but
another $1.5 billion from prior bonds, for a total of
$1.8 billion.

Governor Proposes to Issue $655 Million in
School Bonds in 2017-18. This amount consists
of $594 million from Proposition 51 bonds and

$61 million from prior bonds. The administration
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infrastructure plan.
The Governor also requires new accountability
measures be put in place prior to issuing the bonds,
which we discuss in the next section.

Governor’s Proposed Issuance Insufficient to
Address Backlog of Facility Funding Requests.
Though the Governor’s $655 million proposal
would clear the $370 million in already approved
school projects awaiting funding, it leaves only
$285 million left to address the $2 billion in
projects on the acknowledged list. Moreover,
new applications continue to come in, with
OPSC reporting receiving $158 million in
new applications in the first two months after
Proposition 51 was approved by voters. (These
applications are included in the $2 billion
backlog figure.) If OPSC continued to receive new
applications at this pace, the backlog of projects on
the acknowledged list would grow to $3.1 billion by
January 2018, assuming no projects receive funding
in the interim. (We asked about the volume of
projects on the acknowledged list that historically
is approved, but OPSC indicates it does not collect

this information.)
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No Staffing Analysis to Support Governor’s
Proposal. The administration states that its
proposal is based on how many applications
it believes OPSC can process with its current
staffing level, but it was not able to provide any
corresponding staffing analysis. The Governor’s
proposal also does not consider the OPSC staffing
level appropriate to address the large backlog of
projects.

Placing Conditions on Bond Sales Raises
Concerns. The Governor indicates he will not
sell Proposition 51 bonds until the accountability
changes discussed in the next section are
implemented. If the Governor were to withhold
Proposition 51 bond sales indefinitely, however,
the state could be challenged in court, as voters
indicated through the passage of the measure that
they wish to see the bonds sold.

Recommend Directing Administration
to Provide Additional Information at Spring
Hearings. We recommend the Legislature use
its budget hearings to gather more information
from the Department of Finance on how the
administration plans to address the backlog
of school facility projects and size and time
the associated Proposition 51 bond sales. We
recommend the Legislature also ask OPSC to report
at hearings how many applications it can process
per personnel year and how many applications it
likely could process with its current staffing level.
After the Legislature determines its desired amount
of statewide school facilities funding for 2017-18,
it then could use OPSC'’s staffing analysis to set an

appropriate staffing level moving forward.

Expenditure Audits

State Requires Local Independent Audits
of Certain School Records and Expenditures.
The state requires schools to hire independent

auditors to verify various school records, such

as attendance data, and to determine whether
certain expenditures, such as for energy efficiency
projects, are spent in accordance with state law. The
independent auditors report their findings to local
school boards and the State Controller’s Office.

OPSC Conducts Audits of SFP Expenditures.
State law requires districts to submit annual
summary reports of state facility expenditures to
OPSC. The office may choose to audit these reports,
though this is not required. Currently, OPSC
reviews only a subset of projects, generally those
deemed to be higher risk, based on factors such
as the size of the project. If OPSC finds ineligible
expenditures, the State Allocation Board can seek
to have the funds repaid to the state. If a district
fails to pay within 60 days, the board may request
that the State Controller’s Office deduct the funds
from the district’s next LCFF apportionment.

Recent Report Cites Concerns Over OPSC
Audits. The Office of State Audits and Evaluations
(OSAE), a division of the state Department of
Finance, conducted a review of OPSC’s audit
practices in September 2015. It found that
$3 billion (41 percent) of Proposition 1D funding
had not been audited to date. The OSAE sampled
$300 million of these unaudited expenditures,
finding that $3 million (1 percent) was spent
on ineligible items. The OSAE also found that
OPSC does not conduct site visits to verify actual
construction or purchases.

Governor Proposes to Require Local
Independent Audits of SFP Expenditures. The
Governor proposes to amend state law to add state
facility bond expenditures to local school audit
requirements. Under the Governor’s proposal,
OPSC would no longer perform audits at the
completion of a project. Instead, OPSC would assist
districts in filling out newly required upfront grant
agreements outlining SFP terms, conditions, and

accountability measures. The Governor is pursuing
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this by requesting the State Allocation Board to
enact a regulatory change, with the new upfront
agreements expected to be implemented as early as
April.

Shifting Auditing Function to Local Level
Has Merit, Recommend Adopting Proposal.
Though the OSAE review found only a tiny fraction
of unallowable expenditures, we believe the
Governor’s proposal still has merit. First, it would
ensure each district’s SFP expenditures were subject

to audit, whereas currently OPSC only examines a
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subset of projects statewide. Second, it treats facility
expenditures the same as many other district
expenditures, which are audited locally. Third, the
proposal builds upon existing state efforts to shift
accountability to the local level. For these reasons,
we recommend adopting the Governor’s proposal.
We recommend the Legislature also gather more
information at spring budget hearings about

the effect of the proposal on OPSC’s workload,
including the number of positions it might free up

for project application reviews.
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SUMMARY OF RECOMMENDATIONS

Proposition 98

e  Expect the 2015-16 guarantee not to change much in the coming months. Expect the
2016-17 guarantee to rise or fall about 50 cents for each dollar of higher or lower state tax

revenue.

e  Expect the 2017-18 minimum guarantee to exceed the administration’s January estimate by

as much as $1.5 billion due to increases in state tax revenue.

e Continue to rely upon a mix of one-time and ongoing spending in 2017-18, as this would
minimize the likelihood of programmatic cuts to schools the following year were the

economy to experience a downturn.

Local Control Funding Formula (LCFF)

e Designate the bulk of any new K-12 Proposition 98 ongoing spending for LCFF
implementation, as LCFF fosters local flexibility while also providing additional funding for

disadvantaged students.

e  Exhaust other options for achieving one-time budget solutions in 2016-17 before deferring

LCFF payment.

Special Education

e Take time to explore possible changes to special education funding, as many options exist

and redesigning the system could have significant implications for many stakeholders.

Preschool

e  Reject proposal to allow part-day State Preschool programs to serve children over the
income threshold. If providers continue having trouble earning their contracts, recommend
redistributing unearned funding to other part-day State Preschool providers that can serve
additional low-income children.

e  Allow all types of providers, not only local education agencies, to apply for new full-day
State Preschool slots if additional slots are funded the next few years. Over longer term,
consider options for encouraging local education agencies to run more full-day State
Preschool programs—options such as addressing funding disparities between State
Preschool and Transitional Kindergarten or changing eligibility requirements so that each

program serves a distinct group of students.
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e  Reject three proposals to align State Preschool more closely with Transitional Kindergarten.
Instead, pursue program alignment more holistically by considering eligibility criteria,

program standards, and funding levels in tandem.

e  Adopt Governor’s proposal regarding Transitional Kindergarten and Kindergarten
flexibility, but, in tandem, establish differential funding rates for full-day and part-day

programs.

Education Mandates

e  Develop a less costly approach for making one-time payments toward the K-12 mandates
backlog. Our recommended plan reduces costs by having schools write-off all remaining

mandate claims as a condition of receiving payments.

e Add a new mandate—Training for School Employee Mandated Reporters—to the K-12
mandates block grant and increase block grant funding by $41.9 million.

e  Add a new mandate relating to the California Assessment of Student Performance
and Progress to the K-12 mandates block grant and increase block grant funding by
$37.8 million. Of this amount $25 million reflects the costs associated with the new

mandated activities and $12.8 million is a shift of existing, related assessment funding.

School Facilities

e  Direct the administration to provide more information during spring budget hearings on

how to address the $2.4 billion backlog of school facility projects as quickly as possible.

e  Adopt the Governor’s proposal to shift auditing of school facility expenditures from the

state Office of Public School Construction to local independent auditors.
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Contact Information
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This report was reviewed by Jennifer Kuhn. The Legislative Analyst’s Office (LAO) is a nonpartisan office that pro-

vides fiscal and policy information and advice to the Legislature.
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Sacramento, CA 95814.
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