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Basic Design Decisions

|ZI Decide Basic Finance Structure
m  Weighted student formula.

m Block grants.

|ZI Establish Base Rates
m Target base rate.

m  Grade-span adjustments.

|ZI Set Supplemental Rates for Certain Student
Groups

m Targeted student groups.
m |dentification measures.
m Time limits.

m Rates.

|ZI Determine Concentration Funding
m District or school-based funding.

m  Concentration thresholds.

m Charter school issues.
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Other Funding Decisions

|ZI Decide How to Fund Special Activities

m Class size reduction.
m Career technical education.
m Transportation.

m  Facility maintenance.

|ZI Decide How to Address Special Characteristics
m Necessary small schools.

m Basic aid districts.

m Regional differences.
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|ZI Establish Spending Requirements
m District spending plans.

m  Supplemental funds for supplemental services.
m List of allowable activities.

m Link to performance.

|ZI Devise Way to Monitor Whether Requirements Are
Being Met

m Plans, expenditures, and/or outcomes.
m District or school-based.
m  Oversight entity.

m Consequences.

M  Build Transition Plan
m Trade-offs with other K-12 funding priorities.

m  Hold harmless provisions.
m Allocation priorities.

® Implementation timeline.
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Levels for Individual Districts

LAOa Design Decisions Affect Overall Funding
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|ZI Governor’s Proposal Would Change Overall
Funding Levels

Current system benefits certain districts based on historical
factors.

Governor’s proposal would benefit districts with high
proportions of English learner and low-income students.

|ZI Changing Design Components Would Change
Overall Funding Levels

Increasing the base rates.
Decreasing supplemental rates.
Raising concentration thresholds.
Including more special activities.

Adjusting phase-in period.
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Major Features of the Governor's Local Control Fundng Formula &
Appropriations

The Governor proposes an increasebaf6 billion to implement a newocal Control Funding
Formula (LCFF) for school districts, charter schools, and counffices of education,
beginning in 2013-14The formula would be phased in over a seven-yeaogheorojected to be
completed by 2019-20, with an estimattb billion, plus cost-of-living adjustments,n new
Proposition 98 funding for K-12 schools.

The proposed LCFF collapses K-12 revenue limit ggggaments and most of the nearly 60 state
categorical programs into one formula accompanieddw accountability requirements. Major
features of the new formula are summarized below.

Funding Provisions for School Districts and CharterSchools

* Base Grants. The new formula establishes a base funding gramgét” for each school
district and charter school based upon grade gpadhirig levels multiplied by the number of
students — measured by student average daily atteadADA), as follows:

$6,342for grades K-3
$6,437for grades 4-6
$6,628for grades 7-8
$7,680for grades 9-12

The Governor also proposes two special grade sfjastments -- an additional 11.2 percent
class size reduction adjustment for grades K-3,aanddditional 2.8 percent career technical
education adjustment for grades 9312.

» Supplemental Grants The formula also provides additional fundifay educationally
disadvantaged pupils based upon a percentage efdrast funding. Specifically, school
districts and charter schools receive basipplemental grantsequal to35 percentin
additional base grant funding for low-income studek&nglish-learner students, and students
residing in foster care. These are unduplicatedrick wide pupil counts so students are not
counted more than once. In addition, English-leastudents are counted for a maximum of
five years, unless they are also counted as lownriecor residing in foster care.

School districts with larger proportions of disadtaged pupils receive additional
concentration grants More precisely, per pupil amounts would increas®ther 35
percent above base grant funding for unduplicated coumtsdoicationally disadvantaged
students district wide that exceed 50 percent@tdial district enrollment.

! Qualifications for additional class size reductiomd career technical education adjustments artitpknown at
this time. To date, the Administration has indéchthat in future years, districts would have tantan class sizes
of 24 or fewer students in order to qualify for Kgade span adjustment, unless other agreemengscakbectively
bargained at the local level.
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Charter schools are also eligible for concentragmants, but must not exceed the proportion of
disadvantaged students for the district in whiakythre located. If the charter school is located
in more than one school district, it cannot excéedproportion of disadvantaged students in any
districts where the charter school is operating.

Supplemental and concentration grant calculatioeaspplied to base grants for each grade span,
but do not include special grade span adjustmemtsléss size reduction and career technical
education.

* New Target Funding Levels & Growth. Under the Governor’s plan, a new unique “target”
funding grant would be established for school ditgtrand charter schools, reflecting base
grants (including basic and special grade spansadgnts) and supplemental grants
(including concentration grants). In allocatingestimated $15 billion, plus COLA, in new
funding over the next seven years, districts woddeive the same proportion of new
funding. However, districts further below the wir¢evel would receive a larger amount of
new funds. Districts and charter schools at orvabthe target level would receive no
additional funds.

« Restoration of Revenue Limit Losses. The Governor proposes to begin restoration of
recent revenue limit reductions and foregone CObp®liminating current “deficit factors”
and providing $15 billion, plus COLAs, to phasetlwe new formula by 2019-20. This is
accomplished by building the new grade specificebgsants on average “undeficited”
revenue limit rates in 2012-13. More specificaligse grant targets reflect what average
revenue limit rates would be in 2012-13 if the estiadd restored all reductions and provided
foregone COLA funding since 2007-08.

* Hold Harmless Provisions. The Governor proposes to hold school districtd enarter
schools harmless from any loss of per pupil fundieginning in 2013-14. As a result, no
school district or charter school will experiencéoss in funding below their 2012-13 level
as a result of the new formula

e Cost-of-Living Adjustments (COLAs). The Governor’s proposes $15 billion to implement
the new formula over seven years. This figure @wantrease based upon annual COLAs,
which will be provided to the target grants for leachool district and charter school during
(and after) this timespan. (The Governor propasdand COLAs for categorical programs
outside of LCFF that currently are subject to ahadgustments.)

» Categorical Program “Add-Ons”. The Governor proposes to exclude two of the largest
state categorical programs — Targeted Instructitmplovement Grants ($855 million) and
Home-to-School Transportation ($491 million) — fréine new formula. School districts and
county offices of education that currently receweding for these programs would continue
to receive funding as a permanent “add-on” to tR4-E formula. (Charter schools are not
eligible for these funds.) The Governor’s plancke” funding in at existing allocations, but
repeals existing program requirements to make fdledsole so school districts and county
offices can use funds for any educational purpo3de Governor does not propose to
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provide COLAs for the Targeted Instructional Improvementads and Home-to-School
programs.

Excluded Programs. The Governor proposes to exclude a number ofadmggprograms
from the new formula and continue these progranseparate categorical programs in 2013-
14. The largest programs include Special Educg®3n7 billion); After School Education
and Safety ($547 million); State Preschool ($481lian); Mandates Block Grant ($267
million); and Child Nutrition ($157 million). Th&overnor also proposes to exclude a few
smaller programs that are statewide projects imreatincluding the Student Assessment
program ($75 million) and American Indian Educati@enters and Early Childhood
Education Program ($5 million). In addition, thev@rnor excludes funding for the Quality
Education Investment Act ($313 million), which @heduled to sunset in 2014-15.

Necessary Small Schools.The Governor proposes to continue minimum grantlifugn —
rather than base grants reflecting ADA -- for vemyall schools, but limits grants to schools
in geographically isolated areas.

Basic Aid Districts. The Governor proposes to change how local propety (LPT)
revenue factors into K-12 funding allocations aga#t of the new LCFF funding formula.
More specifically, the Governor proposes to couRT lrevenues as an offsetting fund source
for the whole LCFF allocation — both base grant sngplements. However, the Governor
holds all districts harmless, including Basic Aidtdcts, from any loss of funding below the
level of funding they received in 2012-13. As aulg Basic Aid districts can permanently
retain all state categorical funding they receiwe®012-13 and retain LPT revenues that
would otherwise be offsetting to their new LCFFding targets.

Flexibility Provisions. Funding for all of the state programs that will teplaced by the
Governor's new formula will be made completely fldg for use by school districts and
charter schools in supporting any locally determieelucational purpose in 2013-14. As
such, the Governor proposes to permanently elimimabst of the programmatic and
compliance requirements for programs under thetiegiginance system. (Many of these
current statutory requirements are already suspemdea result of categorical flexibility
granted to about 40 state categorical programs 8#008-09 through 2014-15.)

Supplemental Funding Requirements. The Governor’'s proposal requires districts and
charter schools to maintain current (2012-13) fogdlevels for low-income students,

English-learner students, and students residirfgster care until the new LCFF formula is

fully funded. This provision is intended to reguidistricts and charters -- as a kind of
maintenance of effort requirement -- to continugeted funding for these students in the
midst of new and ongoing programmatic flexibilitgdginning in 2013-14.

New Local Accountability Plans

In place of current state spending restriction®a@sased with most categorical programs, the
Governor requires each school district, chartenskland county office of education to produce
an annual Local Control and Accountability Plan @ament and aligned with its annual budget

3
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and spending plan. Local accountability plans maettannual goals, and address how each
agency will use new LCFF funding to improve edumadi outcomes, more specifically to:

Implement Common Core standards.

Improve academic achievement and other measurestoévement at the school

level and for numerically-significant student sulgps.

v Improve high school graduation rates, increasend#tece rates, and reduce dropout
rates.

v Increase the percentage of students who have ctedpleA-G requirements for
entrance to California’s public colleges and ursiés; Advanced Placement
courses; and career-technical education programs.

v Identify and address the needs of students, andokchpredominantly serving
students, who meet any of the following definitiorisw-income students, English-
language learner students, students residing iterfasre, and students enrolled in
county court schools.

v" Provide basic education conditions for student eanent -- and remedy any
deficiencies -- including: qualified teachers; suént instructional materials; and
safe, clean, and adequate school facilities.

v" Provide meaningful opportunities for parent invehent, including at a minimum,

supporting effective school site councils (or otlsénuctures at each school) and

advisory panels to local governing boards, or angabther processes or structures

(such as creating the role of an ombudsman fornpslréo address complaints and

other issues raised by parents.

v
v

School district plans would be reviewed by courffices of education to ensure that each plan
includes all the required components and is aligiwetthe district budget. County office plans
would be reviewed by the Superintendent of Pulpigtruction.

The Governor’s local accountability proposal isemded to (1) build upon existing state and
federal accountability, auditing, and reporting uegments, and (2) create a stronger link
between the local budget process and the decitioat agencies make about their educational
programs to improve student achievement.

Funding Provisions for County Offices of Education

The Governor’s plan includes a new, separate funftirmula for county offices of education as
a part of his LCFF plan. The Governor providek28 million augmentation in 2013-14 to begin
implementation of the new formula for county office Once fully implemented, the new
formula would provide a total of abo®59 million in additional funding for county offices.

The Governor’s county office funding formula shaseseral general features with the proposed
funding formula for school districts and charteh®als, but has several distinct features. More
specifically, the Governor’s plan collapses mosstxg funding streams for county offices, but
re-establishes them within a new, two-part formakafollows:
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Regional Services to Districts The first part would provide funding for geneoglerations and
support for school districts and would be allocabeed upon the number of students and
number of districts in the county.

» Base Grant Each county office would recei$$55,920

» District-Based Grants. Each county office would receive an additionargrof $109,320
for each school district in its county.

 ADA-Based Grants. Each county office would receive additional furglibased upon
countywide ADA: $70 for the first 30,000 in ADA;$60 for ADA between 30,000 and
60,000;$50for ADA between 60,000 and 140,000; &#Dfor any ADA above 140,000.

County offices would be required to retain somethadir fiscal and programmatid\flliams)
oversight responsibilities, and would have some responsibilities for overseeing local district
accountability plans under the Governor’'s new LGi6posal. However, consistent with the
Governor’s plan for districts and charter schootgjnty offices would be freed of many current
programmatic requirements and could use most aof themula funding for any educational
purpose.

Instructional Services for Students in AlternativeEducation Programs The second part of
the new county office formula would provide a pareéent allocation for students educated in
county-operated alternative schools. Specificalhe Governor's plan provides funding for
students who are: (1) incarcerated, (2) on proba(i®) probation-referred, and (4) mandatorily
expelled, as follows:

» Base Grant Providesp11,045per ADA.

» Supplemental Grants Provides an addition&@5 percentof county office base grant for
unduplicated counts of low-income students, Engkstiner students, and students residing
in foster care. Assumes 100 percent of court dcRD@ is eligible for supplemental grants.

» Concentration Grants. Provides aradditional 35 percentof county office base grant for
unduplicated counts of low-income students, Englsitner students, and students residing
in foster care that exceed 50 percent of the coofftge ADA. Assumes 100 percent of
court school ADA is eligible for concentration gtan

Similar to school districts and charters schodig, Governor’'s county office funding formula
establishes a new funding base that would be phaseder time. For county offices, this
timeframe is estimated to be just a couple of yaatker than the seven years for school districts
and charter schools. County offices would alschelel harmless from loss of funding below
2012-13 levels. In addition, county offices woulkeceive COLA adjustments annually for
formula allocations.



