K-12 EDUCATION

6110 CALIFORNIA DEPARTMENT OF EDUCATION

K-14 Education -- Proposition 98 Overall

Revenue Assumptions. Adopts the Governor’s May Revise General Fund revenue estim ates,
and LAO property tax revenue esti mates, which essentially continues Proposition 98 funding at
the Governor’s May R evise funding levels for K-12 schools and community colleges (K-14
education).

Current Year Funding. Approves Proposition 98 spending of $56.5 billion in 2012-13 for K-
14 education, which reflects the estimated minimum guarantee. This level of funding is $14.7
million higher than the Governor’s May Revise.

Budget Year Funding. Approves Proposition 98 funding of $55.3 billion for K-14 education in
2013-14, which reflects the estim ated minimum guarantee. This level of funding is about the
$22.1 million higher than the Governor’s May Revise.

Deferral Paydowns. Retires a total of  $4.3 billion in ongoing Proposition 98 paym  ent
deferrals for K-14 education over tw o years, which is $667 million less than the level proposed
by the Governor ($13 million less in 2012-13 and $654 million less in 2013-14).

Ongoing K-14 deferrals — which were u tilized to mitigate programm atic reductions for K-12

schools and community colleges — reached an all-tim e high of $10.4 billion in 2011-12. The

2012-13 budget act reduced K-14 deferrals to $8.2 billion. The Conference Committee reduced
outstanding K-14 deferrals to about $6.2 billion in 2013-14.

Proposition 39 Implementation for K-14 Education.

Energy Efficiency Programs. The budget provides total of $428 million in funding for energy
efficiency programs for K-12 education and com munity colleges in 2013-14. These funds result
from Proposition 39 revenues and are counted toward Proposition 98. These funds are
appropriated in the budget act an d allocated pursuant to budget tr ailer bill language, as follows,
in 2013-14:

v' K-12 Grants. Allocates 89 percent of Proposition 39 fu nds for K-14 education, which
equates to $381 million in 2013-14, to the California Departm ent of Education (CD E) for
K-12 local education agencies (LEAs), including school districts, charter schools and county
offices of education, and State S pecial Scho ols. In allocating  LEA funds, funds are
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weighted as follows -- 85 percent is distri  buted on the basis of av erage daily attendance
(ADA) and 15 percent is distributed on the basis of Free- and Reduced-Price Meals.

Minimum grants are also established for small K-12 LEAs within the following ADA
thresholds:

0 $15,000 for LEAs with ADA of 100 students or less.
0 $50,000 for LEAs with ADA of more than 100 to 1,000 students.
o0 $100,000 for LEAs with ADA of more than 1,000 but less than 2,000 students.

The trailer bill specifies that LEAs with 1,000 students or less can receive an advance on
future allocations allowing them to bundle two years of funding in 2013-14 and subsequent
years.

LEAs receiving more than $1 million in energy funds shall expend 50 percent of the funding
on projects larger than $250,000 that achieve substantial energy efficiency, clean energy and
jobs benefits.

The budget provides $109,000 GF and 1.0 position for the Departm ent of Education to
implement and oversee the Proposition 39 energy efficiency program.

v' Community Colleges Grants. Allocates 11 p ercent of Proposition 39 revenues to K-14
education, which equates to $47 million in 2013-14, to the Comm unity College
Chancellor’s Office on behalf of community college districts. Funds are distributed at the
discretion of the Chancellor’s Office.

The budget provides $86,000 GF and 1.0 position for the Chancellor’s Office to implement
and oversee community college energy efficiency projects.

e Energy Project Revolving Loan Program. Budget trailer bill approp riates $28 million in
Proposition 39 revenues to the S tate Energy Conservation Assistance Account at the California
Energy Commission for the purpose of establishi ng a revolving loan fund for K-14 education
energy projects in 2013-14. This new program would provide low-inte rest and no-interest
revolving loans, and loan loss reserves for eligib le energy projects and technical ass istance for
K-12 LEAs and comm unity college districts. (The $28 million appropriated in 2013 -14 for the
ECAA revolving loan fund also counts toward Proposition 98 -- $25 million (89 percent) for K-
12 Education and $3 million (11 percent) for community colleges.

K-14 Adult Education.

e Adult Education Partnership Grants. Building upon the Governor’s May Revise proposal,
approves $25 million for two-year planning grants for coordinating and integrating adult
education services in community colleges and school districts (through their adult schools). Per
a Conference Com promise, grant awards will be provided to regional ¢ onsortia of community
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colleges and school districts, as selected by the California Community Colleges Chancellor’s
Office and the California Departm ent of Educa tion. Regional consortia participants could
include local correctional facilities, other public entities, and community-based organizations.

Consolidates Funding for Apprenticeship Training.  Shifts administration of the K-12
Apprenticeship program from the D epartment of E ducation to the California Community Colleges, a nd
consolidates this program with the Community Coll ege Apprenticeship Progra m as a separate categorical
program.

Proposition 98 — K-12 Education. Other major budget actions approved in Conference
Committee include:

Implementation of Local Control Funding Formula. Approves a total of $2.1 billion in
additional Proposition 98 funding to commence implementation of a new Local Contro 1
Funding Formula for K- 12 local educational agencies in 201 3-14. The Conference Comm ittee
provides an additional $214 million compared to the Governor’s May Revise.

The Confer ence Comm itted adopted a LCFF co  mpromise plan that, building upon the
Governor’s proposal, creates the new for mula and appropriations in statute, and establishes
accompanying accountability provisions. Most notab ly, the Conference restores funding for all
LEAs to 2007-08 levels,

Local Control Funding Formula. Provides a total of $2.1 bi llion for the purposes of
implementing the Local Control Funding Formula  for school districts and charter schools.
Maintains May Revise level, $32 m illion, to implement a new funding plan for County Offices
of Education (COEs). Most notably, the Conference LCCF plan:

v" Increases Target Base Rate. Provides a weight ed average target per-pupil rate of roughly
$7,354. This level represents an increase of $53 7 more per pupil than proposed at the May
Revision. (The Governor’s May Revise proposed $6,816 per pupil.)

v Provides Additional Funding to Restore Alm ost All Districts to 2007-08 Funding Levels.
Provides additional funding to nearly all distri cts for which fully implemented LCFF targets
would be below 2007-08 state funding levels. Do es not provide this additional funding for a
small number of districts with exceptionally high rates.

v Adjusts EL/LI Supplemental Grant Rate. District s would receive 20 percent of base rate for
low income (LI) and English learner (EL) stude nts. (The Governor’s May Revise proposed
35 percent of the base rate.)

v" Raises Con centration Threshold. Districts ~ would qualify for addi  tional concentration
funding if 55 percent of their students are ~ EL/LI. (May Revision proposed a 50 percent
threshold.) Districts would recei ve an additional 50 p ercent of base rate for each EL/LI
student above this 55 percent threshold. (The Governor’s May Revise proposed 35 percent
of base rate for each EL/LI student above 50 percent threshold.)
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v" Establishes Process for Expenditure of Suppl emental and Concentration Funds.  Requires
the State B oard of Education to adopt regul  ations that govern th e expenditure of the
supplemental and concentration grant funding.  These regulations requ ire school districts,
COE:s and charter schools "to increase or ~ improve" services for unduplicated pupils in
proportion to the increase in funds.

v" LCFF Categorical Exceptions.

0 Continues Governor’s proposal to provide Targeted Im provement Instructional Grant
(TIIG) and Hom e- to- School (HTS) Transpor tation funding as “add-ons” to the LCFF
per the Governor’s proposal. However, TTI G funding is flexed; but HTS transportation
would remain restricted to transportation.

0 Per the Governor’s proposal, Adult Educ  ation and Regional Occupational C  enters
(ROC/Ps) are funded within the L CFF for mula however these program s now include
maintenance of effort requirement for the next two years.

0 Maintains s everal programs as separate ca tegorical programs from the Local Contro 1
Funding Form ula including Foster Youth Servi ces, Adults in Correctional Facilities,
Apprenticeship program s, Sp ecialized Secon dary Program s, Agricultural Vocational
Education a nd Partners hip Academ ies, instead of rolling them into LCFF perth e
Governor’s proposal.

0 Continues S pecial Education, Child Nutriti on, State P reschool, student assessm ents,
Fiscal Crisis Managem ent and Assistance Team (FCMAT), Indian Education program s
outside of LCFF, as proposed by the Governor.

v’ Extends Phase-In Per iod. Full im plementation is estimated to take eight years, instead of
seven years per the Governor’s proposal.

v Includes A ccountability Provisions. Require s school districts and county offices of
educations to adopt a Local Control and Acco untability Plan (LCAP) for the purposes of
measuring pupil achievem ent pur suant to specifi ed state priorities. Creates as  tatewide
collaborative to provide techni cal assistance to school dist  ricts and COEs that are not
meeting state priorities established in their LC AP. Authorizes the Superintendent of Public
Instruction (SPI) to intervene in school districts and COEs who continue to struggle to m eet
state priorities after technical assistance is provided. Adopts the Governor’s proposal to
reduce d emographic su bgroup sizes for accou ntability pu rposes in o rder to better track
outcomes for all students.

e Implementation of Common Core Standards. Provides  $1.250 billionin one-tim e
Proposition 98 funding in 2013-14 to assist K-12 local educational agencies in implementing the
new Common Core standards. This level of funding is $250 million higher than the Governor’s
May Revise. This investm ent will allow K-12 LEAs — including school districts, charter
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schools, county offices of education, and state special schools -- to m ake significant one-tim e
investments in professional developm  ent, inst ructional m aterials, and enhancem ents to
technology, in order to better im plement Common Core standards. The $1.250 billion in one-
time funds will prov ide an average of about ~ $209 per pupil, outs ide of the Loc al Contro |
Funding Formula. Funding would be available for expenditure by LEAs over a two year period.

e Career Technical Education Grants. Approves $250 million on a one-time basis in 2013 -14
to establish the California Career Pathways Trust. The trust will provide one-time competitive
grants to school districts, county offices of education, charter schools and comm unity colleges
to support K-14 education career pathways progra ms. Funding would be available over a two
year period. with priority given to proposals that attract capital and in-k ind contributions from
business and serve distressed communities with high dropout rates.

e Expands K-12 Mandate Block Grant. Provides an additional $50 million to the K-12
Mandates Block Grant — for a total of $216 million in 2013-14 -- to provide additional funding
to LEAs with high school enrollment to cover the High School Science Graduation
Requirements mandate.

e Modifies the Behavioral Intervention Program Mandate. Modifies the Behavioral
Intervention Plan (BIP) mandate to align it more closely with federal law and reduce
unnecessary costs, while maintaining important protections for students with disabilities.
Provides $230,000 in one-time federal funds to the Department of Education to develop
technical assistance advisories for SELPAs that reflect federal laws and regulations, as well as
research and best practice. Requires the Department to establish a stakeholders group to guide
these activities.

e Special Education Funding Equalization. Approves $30 million to begin the process of
equalizing state special educat ion funding rates for Special E ducation Local Program Areas
(SELPAs) in 2013-14. Per pupil funding ra tes would be equalized to the 90 ™ percentile over a
multi-year period in order to address significant historical inequities among SELPAs.

Child Care & Development

e Restoration of State Preschool Program Funding. Provides $30 million in Proposition 98
funds in 2013-14 above the Govern or’s budget to begin the pro cess of restoring reductions
to the State Preschool P rogram (part-day/part-year) for low-income three- and four-year old
children. T he State Preschool prog ram has sustained appro ximately $120 million in cuts
since 2009-10.

e Backfill for Federal Sequestration Cuts. Approves $2.6 million in Proposition 98
funding to fully backfill the loss of federal sp ecial education funding authorized under the
Individuals with Disabilities Education Act (IDEA) for serv ices and program s for infants
and preschoolers with disabilities in 2013-14.
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e CalWORKs Child Care. Approved compromise adjustments to CalWORKSs Stage 2 and
Stage 3 child care cas eload to fund Stage 2 at $358 m illion and Stag e 3 at $183 m illion.
This fully funds projected caseload for the budget year. Also approved budget bill language
to allow for transfers from Stage 2 and Stage 3 within the fiscal year if caseload adjustments
are needed. Also approved budg et bill language to allow  the Departm ent of Finance
authority to augm ent funding fo r the Stage 3 caseload if f unding budgeted is found to be
insufficient to cover caseload.

e Other Capped Child Care Programs. Approved $15.8 million augm entation and BBL to
ensure sufficient fundin g to fully backfill federal seques tration cuts. Augm entation and
potential sequestration reductions would be allocated as f ollows: $1 1.1 million for the
General Child Care pro gram, $4.1 m illion for the Alternative Placem ent program s, and
$621,000 for migrant child care programs.

Approved $10 million reappropriation of unspent child care funds to expand additional slots
for the capped child care programs as follows: $7 million for General Child Care program,
$2.6 m illion for Alternative Placem ent progr ams, and $400,000 for m igrant child care
programs.

Senate Committee on Budget and Fiscal Review Page 1-6



HIGHER EDUCATION

HIGHER EDUCATION CROSSCUTTING ISSUES

e Approved trailer bill language to require the Ca lifornia State University (CSU) and Univers ity
of California (UC) to report the following inform ation annually, starting in March 2014, with
2012-13 data as follows:

0 Number/Proportion of Transfers

0 Number/Proportion of Low-Income Students

O 4-year Graduation Rates for both UC and CSU and 6-year Graduation Rates for CSU
(disaggregated by fresh man entrants, tran sfers, graduate students, and low-incom e
status)

0 Degree Completions (disaggreg ated by freshm an entran ts, transfers , graduate
students, and low-income status)

0 First-Years On Track to Degree (i.e. what percent of first years earn ed a specified
number of units)

0 Spending Per Degree (Core Funds)

O Units Per Degree

o Number of Science, Technology, Engineering and Mathematics (STEM) degrees.

e Approved revised budget bill language related to technology funding earm arks for UC, CSU
and the C alifornia Comm unity Colleges th at ensures that on line-only courses have
transferability among campuses and allow for cross-campus enrollment.

e Approved enrollment targets for both UC and CSU at their current full-tim e equivalent student
(FTES) enrollment levels of 211,499 and 342,000 respectively.

6120 CALIFORNIA STATE LIBRARY (CSL)

e Approved no funding for the CSL to pursue linki ng local libraries to the Corporation for
Education Network Initiatives in California (CENIC) system, but instead adopted budget bill
language to require the State Li brarian to prepare a needs asse ssment and spending plan to
connect local libraries to a statewide high-speed internet network.
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6440 UNIVERSITY OF CALIFORNIA

e Approved the Governor’s base augmentation of $125.1 million GF.

e Approved trailer bill language (TB L) and budget bill language to comb ine the UC’s capital
outlay and support budget item sto increase UC’s flexibility to manage their infrastructure
program. The TBL would also give UC m  ore fl exibility to pursu e capital ou tlay projects
outside of the annual budget process after approv al by DOF and review by the Joint Legislative
Budget Committee.

e Approved budget bill language req uiring UC to dedicate $15 m illion for the UC Riverside
Medical School.

e Authorized the UC to pursue construction of anew Merced Classroom and Academ ic Office
Building.

6610 CALIFORNIA STATE UNIVERSITY

e Approved Governor’s base augmentation of $125.1 million GF.

e Approved a $51.4 million GF increase to fund the annual increase in co sts for CSU’s requ ired
employer pension contribution to the Californi a Public Em ployees Retirem ent System .
Adopted budget bill provisional language and traile r bill language to require that CSU continue
to receive annual GF adjustments based on the 2013-14 payroll level; however, if CSU chooses
to increase payroll expenditures above that leve 1, CSU would be responsible for the associated
pension costs.

e Authorized $76.5 million lease revenue bond funded capital outlay p roject for CSU to rep lace
the Pomona Administration facility.

6600 HASTINGS COLLEGE OF THE LAW

e Approved $455,000 GF augmentation, $63,000 GF above the Governor’s budget, and approved
budget bill language tying the funds specifically to contributions to the University of California
Retirement Plan for Hastings’ state GF- and tuition-funded employees.
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6870 CALIFORNIA COMMUNITY COLLEGES

e Please see the K-12 Education Section of this report for information on the overall K-14
Proposition 98 budget.

e Current Year. Buys down additional CCC deferrals by $ 178.6 million in th e current fiscal
year.

e Provides $30 million in one-time Proposition 98 GF in the budget year for deferred maintenance
and instructional support.

e Approved the Governo r’s May Revision appo rtionment o f Propositio n 98 GF revenues for
CCCs for COLA ($87.5 million) and growth ($89.4 million).

e Approved categorical p rogram augmentations as follows: $50 m illion for the stu dent success
taskforce, $ 15 million for the Dis abled Studen t Program s and Services, $15 m illion for the
Extended Opportunity Program s and Servi ces program , $8 m illion for the CalWORKS
categorical program, and $150,000 for the Academic Senate.

e Approved $ 25 million for plann ing grants to imp rove coo rdination of the sta te’s system of
delivering adult education services between local educational agencies and community colleges.

e Approved May Revision proposal to consolidat e the managem ent of state apprenticeship
programs currently funded under K-12 to the community colleges.

e Rejected the Governor’s proposal to harm onize financial aid requirem ents for the Board of
Governor’s fee waiver program with the requ irements for the Cal Gran t program and f ederal
student aid programs.

e Approved trailer bill language to give CalWOR Ks students priority enrollm ent at CCCs, given
that time on aid was limited to two years in budget actions in 2012.

e Approved $47 million Proposition 9 8 funding for ener gy efficiency pro jects at the co mmunity
colleges, funded to satisfy requirem ents of Proposition 39 passed by the voters in Novem ber
2012. Approved one GF supported position for the Community Colleges Chancellor’s Office to
support this workload.

7980 CALIFORNIA STUDENT AID COMMISSION

e Approved trailer bill language to establisha co  mpromise Middle Class Scholarship that is
capped at full implementation at $305 million. This scholarship program would be available to
provide scholarships of up to 40 percent of tuition for California State University and University
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of California students, annually, to fam ilies with incomes up to $150,00 0. Scholars hip awards
would be phased in over four years starting  in 2014-15 with freshm an entrants. Eligibility
would be lim ited to students that m eet all Cal Grant program requirem ents except for the
income and asset test and have a minimum of a 2.0 grade point average.

Scholarships would provide tuition coverage on a sliding scale with incom e of up to $100,000
receiving 40 percent tuition coverage and a reduction of tu ition coverage by approxim ately 0.6
percent for every additional  $1,000 of incom e up to $150,000. If sufficient money is not
available to provide specifi ed scholarship am  ounts, schol arships would be prorated
proportionately among all recipients.

In the first three years of i ~ mplementation, starting in 2014-15, the scholarship program s
statutory ap propriations would be capped at $ 107 million, $152 m illion, and $22 8 m illion.
Statute would provide authority to p rorate spending down to $200 m illion and by one-th ird in
the first three years of im plementation if th e May Revision projects a budget deficit for the
upcoming fiscal year.

As an institutiona | requirement for participating in the M iddle Class Sc holarship, the UC and
CSU is required to preserve current fee policies and the 2013-14 amount of student fee revenue
that is set-aside as institutional aid.

In the budget year, $250,000 is provided to the ~Student Aid Comm ission for startup activities
and $500,000 is allocated to the California St udent Opportunity a nd Access Program for
outreach related to the program.
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