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6100 DEPARTMENT OF EDUCATION
6870 (ALIFORNIA COMMUNITY COLLEGES

Issue 1: Overview of Proposition 98 and 2017-18 Bgdt Proposals (Information Only)

Panel I:
» State Superintendent of Public Instruction Tom dksbn
Panel II:

» Lisa Mierczynski, Department of Finance

» Kenneth Kapphahn, Legislative Analyst’s Office

* Debra Brown, California Department of Education

* Mario Rodriguez, Chancellor’s Office of Californommunity Colleges

Background:

California provides academic instruction and suppsmrvices to over six million public school
students in kindergarten through twelfth grade @-4nd 2.3 million students in community colleges.
There are 58 county offices of education, approxeyal,000 local K-12 school districts, more than
10,000 K-12 schools, and more than 1,200 chartbods throughout the state, as well as 72
community college districts, 113 community collegampuses, and 70 educational centers.
Proposition 98, which was passed by voters as aandment to the state Constitution in 1988, and
revised in 1990 by Proposition 111, was designegutirantee a minimum level of funding for public
schools and community colleges.

The proposed 2017-18 budget includes funding atPdmposition 98 minimum guarantee level of
$73.5 billion. The budget proposal also revises 2046-17 Proposition 98 minimum guarantee
downward to $71.4 billion, a decrease of $506 wonillfrom the 2016 Budget Act, and revises the
2015-16 Proposition 98 minimum guarantee down & B6illion, a decrease of $379 million from the
2016 Budget Act as a result of a decline in revenilibe Governor also proposes to pay $400 million
in Proposition 98 settle-up towards meeting the9200 Proposition 98 minimum guarantee. Together,
the revised guarantee levels and settle-up paynmenisut to a total of almost $1.6 billion in inased
funding for education over the three years, as @egpto the 2016 Budget Act.

The Governor proposes to eliminate the over-appatpn of funding for the guarantee in 2015-16
and 2017-18 by shifting or deferring expendituethie 2016-17 and 2017-18 years, as discussed later
in this section. The remaining Proposition 98 fnd 2017-18, after the changes for over-
appropriations and funding workload growth and @ddtving adjustments, are proposed to be used
primarily towards implementing the Local Controligéling Formula (LCFF). These proposals are
more fully described later in this section andeparate sections of this report.

Proposition 98 Funding. State funding for K-14 education—primarily K-12 &dceducational
agencies and community colleges—is governed larigglf?roposition 98. The measure, as modified
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by Proposition 111, establishes minimum fundingumegments (referred to as the “minimum
guarantee”) for K-14 education. General Fund resssjrconsisting largely of personal income taxes,
sales and use taxes, and corporation taxes, arbimednwith the schools’ share of local property tax
revenues to fund the Proposition 98 minimum gua@nihese funds typically represent about 80
percent of statewide funds that K-12 schools rexelNon-Proposition 98 education funds largely
consist of revenues from local parcel taxes, dibel taxes and fees, federal funds and proceeds fr
the state lottery. In recent years, there have bgerstatewide initiatives that increased Genetald~
Revenues and therefore, Proposition 98. Propasiiy passed by the voters in 2012, raised sabks an
income taxes, but phases out over seven yearsniReamticipating the expiration of the Propositio
30 taxes, Proposition 55 was passed by votersif,2étending the income tax portion of Proposition
30 for another 12 years.

The table below summarizes overall Proposition@&ling for K-12 schools and community colleges
since 2007-08, or just prior to the beginning @& dteep recent recession. 2011-12 marks the low poi
for the guarantee with steady increases since thiea.economic recession impacted both General
Fund resources and property taxes. The amountopieply taxes has also been impacted by a large
policy change in the past few years—the eliminabbmedevelopment agencies (RDAs) and the shift
of property taxes formerly captured by the RDAskoticschool districts. The guarantee was adjusted
to account for these additional property taxes,aibough Local Educational Agencies (LEAS)
received significantly increased property taxesrtisigg in 2012-13, they received a roughly
corresponding reduction in General Fund.

Proposition 98 Funding
Sources and Distributions
(Dollars in Millions)

Pre-Recessi| Low Poin Revised Revised Proposec
2007-08 2011-12 2015-16 2016-17| 2017-18
Sources
General Fung 42,015 33,136 48,989 50,330 51,351
Property taxes 14,563 14,132 19,681 21,038 22,160
Total 56,577 47,268 68,670 71,368 73,511
Distribution
K-12 50,344 41,901 60,655 63,039 65,007
CCC 6,112 5,285 7,933 8,246 8,424
Other 121 83 82 83 80

Source: Legislative Analysts’ Office and @ejent of Finance

Calculating the Minimum Guarantee. The Proposition 98 minimum guarantee is determibgd
comparing the results of three “tests”, or formutast are based on specific economic and fisdal. da
The factors considered in these tests include dromipersonal income of state residents, growth in
General Fund revenues, changes in student avemdlyeattendance, and a calculated share of the
General Fund. When Proposition 98 was first enatethe voters in 1988, there were two “tests”, or
formulas, to determine the required funding leviedst 1 calculates a percentage of General Fund
revenues based on the pre-Proposition 98 levelenfe@l Fund that was provided to education, plus
local property taxes. Test 2 calculates the priearyfunding level adjusted for growth in student
average daily attendance and per capita persooami@. K-14 education was guaranteed funding at
the higher of these two tests. In 1990, Propositibh added a third test, Test 3 which takes thar pri
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year funding level and adjusts it for growth indgat average daily attendance and per capita Genera
Fund revenues. The Proposition 98 formula was &&fju compare Test 2 and Test 3, the lower of

which is applicable. This applicable test is thempared to Test 1 and the higher of the tests

determines the Proposition 98 guarantee level.

Proposition 98 Tests
Calculating the Level of Education Funding

Test Calculated Level Operative Year Times Used
Test 1 | Based on a calculated percent of | If it would provide more funding 4
General Fund revenues (currently | than Test 2 or 3 (whichever is
around 38.1%). applicable).
Test 2 | Based on prior year funding, If growth in personal income fs 13

adjusted for changes in per capita | growth in General Fund revenues
personal income and attendance. | plus 0.5%.

Test 3 | Based on prior year funding, If statewide personal income 11
adjusted for changes in General Furgtowth > growth in General Fund
revenues plus 0.5% and attendancerevenues plus 0.5%.

Generally, Test 2 is operative during years when®eneral Fund is growing quickly and Test 3 is
operative when General Fund revenues fall or grtowlg. The Test 1 percentage is historically-
based, but is adjusted, or “rebenched”, to accéamiarge policy changes that impact local property
taxes for education or changes to the mix of pmoagréunded within Proposition 98. In the past few
years, rebenching was done to account for propgiaxtghanges, such as the dissolution of the RDAS,
and program changes, such as removing childcare the Proposition 98 minimum guarantee and
adding mental health services. In the budget ythar, Test 1 calculation is adjusted to reflect RDA
changes. Proposition 98 tests are based on estiMateors during budget planning; however, the
factors are updated over time and can change pasamgtee amounts and even which test is applicable
in a previous year. Statute specifies that at &irepoint the Proposition 98 minimum guaranteeafor
given year shall be certified and no further changkall be made. The guarantee was last fully
certified for 2007-08.

The Governor's proposal assumes that in all threarsy 2015-16, 2016-17, and 2017-18, the
Proposition 98 guarantee is calculated under TeAtTest 3 is reflective of strong per capita peido
income growth in comparison to relatively lower @l Fund growth. Generally, the Proposition 98
minimum guarantee calculation was designed in otdeprovide growth in education funding
equivalent to growth in the overall economy, asexdéd by changes in personal income (incorporated
in Test 2). In a Test 3 year, the Proposition 98imum guarantee does not grow as fast as in aZl'est
year, in recognition that the state’s General Fisnadot reflecting the same strong growth as pelsona
income and the state may not have the resourcemtbat a Test 2 level; however, a maintenance
factor is created as discussed in more detail.l#srnoted in the table above, in most years the
Proposition 98 minimum guarantee has been detedriiyethe application of Test 2; however, this
latest budget proposal which includes reduction&@meral Fund Revenues, is pushing the guarantee
back into an era of Test 3.

Suspension of Minimum Guarantee Proposition 98 includes a provision that allows tlegislature

and Governor to suspend the minimum funding requargs and instead provide an alternative level
of funding. Such a suspension requires a two-thiate of the Legislature and the concurrence of the
Governor. To date, the Legislature and Governorehauspended the Proposition 98 minimum
guarantee twice in 2004-05 and 2010-11. While tiepension of Proposition 98 can create General
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Fund savings during the year in which it is invokédalso creates obligations in the out-years, as
explained below.

Maintenance Factor. When the state suspends the Proposition 98 minimguanantee or Test 3 is
operative (that is, when the Proposition 98 guaargrows more slowly due to declining or low
General Fund growth), the state creates an outgldagation referred to as the “maintenance fattor.
When growth in per capita General Fund revenuégiser than growth in per capita personal income
(as determined by a specific formula also set fantthe state Constitution), the state is requied
make maintenance factor payments, which accelgrateth in K-14 funding, until the determined
maintenance factor obligation is fully restor@utstanding maintenance factor balances are adjuste
each year by growth in student average daily atteoel and per capita personal income.

The maintenance factor payment is added on to themam guarantee calculation using either Test 1
or Test 2.

* In a Test 2 year, the rule of thumb is that rougbly percent of additional revenues would be
devoted to Proposition 98 to pay off the mainteeaactor.

* In a Test 1 year, the amount of additional revergarag to Proposition 98 could approach 100
percent or more. This can occur because the retpagment would be a combination of the 55
percent (or more) of new revenues plus the estaddipercentage of the General Fund—roughly
38.1 percent—that is used to determine the minirguarantee.

Prior to 2012-13, the payment of maintenance faatas made only on top of Test 2; however, in
2012-13, the Proposition 98 guarantee was in arsualusituation as the state recovered from the
recession. It was a Test 1 year and per capitar@eRend revenues were growing significantly faster
than per capita personal income. Based on a gemding of the Constitution, the payment of
maintenance factor is not linked to a specific, tbat instead is required whenever growth in pgitaa
General Fund revenues is higher than growth ingagita personal income. As a result the state
funded a maintenance factor payment on top of Teanhd this interpretation continues today and
results in the potential for up to 100 percent orenof new revenues going to Proposition 98 inst Te

1 year with high per capita General Fund growthsTas the case in 2014-15, when the maintenance
factor payment was more than $5.6 billion.

The Governor’'s proposal assumes a Test 3 calcalatidche guarantee in all three years (2015-16,
2016-17, and 2017-18) and therefore a maintenauterfis created in each of the three years regulti
in a total outstanding maintenance factor balarickld billion at the end of 2017-18. In 2017-48,
relatively small amount of new revenues — approxéhyab1.5 billion - could move the guarantee into
a Test 2 calculation and require a maintenancerfgeyment, therefore increasing funding for school
in the budget year.

Settle-Up. Every year, the Legislature and Governor estimateRroposition 98 minimum guarantee
before the final economic, fiscal, and attendam@tors for the budget year are known. If the edttma
included in the budget for a given year is ultilpatewer than the final calculation of the minimum
guarantee, Proposition 98 requires the state tcemaalsettle-up” payment, or series of payments, in
order to meet the final guarantee for that yeae Governor’s budget proposes General Fund settle-up
payments of $400 million in 2017-18 counting towsattle 2009-10 minimum guarantee. After this
payment, the state would owe $626 million in satpefor years prior to 2014-15. In the recent past,
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the state was not required to make settle-up patgr@nschedule; however, Proposition 2, passed in
2014, requires the state to spend a minimum ameaoh year to buy down eligible state debt.
Proposition 98 settle-up debt is one area that sriéegposition 2 requirements, and in compliancé wit
this requirement, the state has made settle-up @atgnin the past few years.

Spike Protection. Proposition 98 also has a built-in formula to prevéarge increases in the
guarantee, referred to as “spike protection”. Tdasstitutional formula specifies that in years wlaen
Test 1 is operative and is greater than the Tash@unt by 1.5 percent of General Fund revenues, the
when calculating the guarantee level in the subsatoyear, the excess amount over the 1.5 percent of
General Fund revenues is not included in the cafimnl. This part of the formula has only been iaypl
twice, and reduced the impact of revenue gainshen2013-14 and 2015-16 minimum guarantee
calculations.

Proposition 98 Rainy Day Fund and District Reserve&Caps. Proposition 2 also requires a deposit in
a Proposition 98 Rainy Day Fund under certain arsiances. These required conditions are that
maintenance factor (accumulated prior to 2014-35)aid off, Test 1 is in effect, the Proposition 98
guarantee is not suspended, and no maintenanae faatreated. Related statute requires that in the
year following a deposit into this fund, a cap ondl school district reserves would be implemented.
Both the Governor and the Legislative Analyst’si€f(LAO) continue to project that a Test 1 will
not be in effect in their forecast period over tiext few years. The conditions needed to triggest Te
include significant year-over-year revenue gaira tre unlikely, given the modest growth projection
and potential for a slowing economy in the neanrett

Outstanding Obligations. The state currently has paid most of the outstandbiigations to school
districts and community colleges that built up othex last recession. However, as of the 2016 Budget
Act, the state still has more than $1.8 billionuimpaid mandate claims. The Governor’s proposal for
2017-18 would retire approximately $287 milliontbése mandate obligations.

Governor’'s Proposal

K-14 Proposition 98 Education Overall. The budget estimates a total Proposition 98 funtéxgl of
$73.5 billion (K-14). This is a $1.6 billion increa over the 2016-17 Proposition 98 level provided i
the 2016 Budget Act (a $2.1 billion increase oves tevised 2016-17 Proposition 98 level). The
Administration estimates that the Proposition 98wdation for 2017-18 will be a Test 3 calculation.

The budget estimates that the total Propositiog@&antee (K-14) for 2015-16 decreased by $379
million compared to the level estimated in the 2@8L@iget Act (for a total of $68.7 billion). Similgy

for 2016-17, the Governor estimates a decreasheiridtal guarantee of $506 million (for a total of

$71.4 billion). These adjustments are the resuét décline in anticipated General Fund revenues ove
the three-year budget period and result in the -appropriation of the Proposition 98 guarantee,
absent actions to reduce appropriations in 2018r62016-17. (The Governor proposes to eliminate
this over-appropriation by shifting or deferringpexditures from the 2015-16 and 2016-17 years to
the 2016-17 and 2017-18 years, as discussed tatlisi section.) The Administration estimates that
the Proposition 98 calculations for 2015-16 and&017 are Test 3 calculations.

K-12 Education Proposition 98 Major Spending Propoals. The budget includes a proposed
Proposition 98 funding level of $64 billion for K2Jprograms. This includes a year-to-year increése o
almost $2 billionin Proposition 98 funding for K-12 education, asngared to the revised Proposition
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98 K-12 funding level for 2016-17. Under the Gowets proposal, ongoing K-12 Proposition 98 per
pupil expenditures increase from $10,579 provide@016-17 (revised) to $10,910 2017-18. This
2017-18 proposed Proposition 98 funding level fet Xreflects a per-pupil increase of 3.1 percest, a
compared to the revised per-pupil funding levelvded for in 2016-17. The Governor's major K-12
spending proposals are identified below.

K-12 Local Control Funding Formula. The 2013 Budget Act changed how the state provides
funding to school districts and county offices afueation by creating the LCFF. Since its
inception, the state has dedicated a large podidhe new Proposition 98 revenues in each year
towards full implementation of the LCFF. The 2016dBet Act included $2.9 billion in new
Proposition 98 funds for LCFF implementation. Hoeevthe Governor's budget includes
Proposition 98 estimates for 2015-16 and 2016-A7 &ne below the levels assumed in the 2016
Budget Act and, as a result, proposes to defer .28B8llion of the funding scheduled to be
provided for LCFF implementation from 2016-17 tdlZ618 (payments to LEAs would shift from
June 2017 to July 2017). This would result in a-bbme deferral, fully paid off in the 2017-18
fiscal year. In addition to the one-year defertak Governor’'s budget proposes an increase of
approximately $744 million in 2017-18 to implemehn¢ LCFF. Overall, this investment results in
the formula funded at 96 percent of full implemdiota in 2017-18, maintaining the same
implementation percentage assumed as of the 20gdBuAct. County offices of education
reached full implementation with the LCFF allocatio the 2014 Budget Act. The accountability
system for LCFF is also not yet fully implemented.

Discretionary Funds / Mandate Backlog Reduction The budget proposes an increase of $287
million in discretionary one-time Proposition 98nfling provided to school districts, charter
schools, and county offices of education. The Adstiation indicates that this funding will allow
school districts, charter schools, and county efficof education to continue to invest in
implementing state adopted academic content stdedapgrade technology, provide professional
development, support beginning teacher inductiod address deferred maintenance projects.
These funds would also serve to offset outstandiagdate reimbursement claims. In addition, as
part of the actions taken to reduce the Proposifi8nappropriation levels, $310 million in
discretionary, one-time Proposition 98 expenditdoeschool districts, charter schools, and county
offices of education for these same purposes ib-A®@] would be shifted to the 2016-17 year.

K-12 Special Education.The budget proposes to begin a series of stakahwldetings during the
spring budget process on the funding model forigpeducation. In 2017-18, the budget proposes
expenditures of $3.2 billion in Proposition 98 fimgland $1.2 billion in federal funds for special
education. Unlike other categorical programs, fagdor special education was not rolled into the
funding for local educational agencies under thé~ECLEAs are required to operate as, or be a
member of, a Special Education Local Plan Area (&)L The majority of funding for special
education is provided to the SELPAs which distrébfuinds to member LEAs agencies based on a
locally-determined formula. The Governor’s budgetes that stakeholder conversations would be
centered on principles aligned with the LCFF, idahg equity, transparency, flexibility, local
control and focus on the needs of students.

K-12 School Facilities In November, 2016, the voters passed the Kindengathrough

Community College Facilities Bond Act of 2016 (Posftion 51), which authorizes the state to sell
$9 billion in general obligation bonds with the peeds to be used for K-12 and community
college facilities. The K-12 share of the proceeé¥shbillion, would be subject to the rules of the
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state’s existing school facilities program and dobé used for new construction, modernization,
career technical education facilities, and chadehool facilities. The Administration notes

concerns with the proper expenditure of fundingmirprior facilities bonds and proposes to
strengthen program oversight and accountabilitprpio expenditure of the Proposition 51 bond
funds. The Administration plans to accomplish timstwo ways: (a) supporting the State

Allocation Board and the Office of Public SchoolrStruction on revising and creating policies
and regulations; and, (b) introducing legislatiequiring that the annual K-12 Audit Guide include
facility bond expenditures.

Enrollment and Cost-of-Living Adjustments. The proposed budget reflects an estimated
decrease in student enrollment in the K-12 systepecifically, it reflects a decrease of $168.9
million in 2016-17, as a result of a decrease m pinojected average daily attendance (ADA),
compared to the 2016 Budget Act. For 2017-18, tlewe@or's proposed budget reflects a

decrease of $63.1 million to reflect a projectedhfer decline in ADA for the budget year. (For

charter schools, the Governor’'s proposed budgedsfian estimated increase in charter school
ADA , as discussed below.) The proposed budget pievides $58.1 million to support a 1.48

percent cost-of-living adjustment for categoricedgrams that are not included in the new LCFF.
These programs include special education and childtion, among others. The proposed funding
level for the LCFF includes cost-of-living adjustmi® for school districts and county offices of

education.

Other K-12 Education Budget ProposalsAdditional proposals contained within the budgeatex
to K-12 education include the following

Career Technical Education Incentive Grant.The budget includes $200 million in Proposition
98 funding for career technical education grantsottal educational agencies. This is the final
installment of funding for a three-year grant pargradopted in the 2015 Budget Act.

Proposition 39 Energy Efficiency InvestmentsThe budget proposes to allocate $422.9 million in
Proposition 39 energy funds available in 2017-1&+b2 school districts and charter schools for
energy efficiency project grants. Funds for Prapms 39 flow from a change made to the

corporate income tax code in 2013-14. Under tlopésition, half of the General Fund revenue
gained as a result of the tax changes are to liefaselean energy projects in schools for the firs

five years. 2017-18 is the fifth and final yeaattfunds must be used for this purpose.

Charter Schools The budget proposes an increase of $93 millidhroposition 98 funds to reflect
a projected increase in charter school ADA.

Special Education The budget proposes a decrease of $4.9 millioRroposition 98 funds to
reflect a projected decrease in special educatidA.A

Proposition 56.The budget proposes $29.9 million to support tobaoa nicotine prevention and
reduction programs at K-12 schools. This fundmghie result of an increase in taxes on tobacco
products as a result of the passage of Proposi®nn November 2016, which requires a
percentage of the revenues to be available forddtased tobacco prevention programs.

Proposition 47.The budget proposes $10.1 million in Propositiorfl@&ling to support improved
outcomes for students who are truant, at risk opging out of school, or are victims of crimes.
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Proposition 47 reduced penalties for some crimesb raquired that 25 percent of the resulting
savings be invested in K-12 truancy, dropout praeen victim services, and drug and mental
health treatments. SB 527 (Liu), Chapter 533, $atof 2016 and AB 1014 (Thurmond), Chapter
397, Statues of 2016, created a program for therakfure of K-12 Proposition 47 funds. Pursuant
to this legislation, the Department of Educatiofl eivard grants to LEAs and provide training and
technical assistance to grantees on pupil engagemsehool climate, truancy reduction, and
supporting pupils who are at risk of dropping oluschool or are victims of crime. This is a slight
increase from the $9.9 million estimate from thiading source included in the 2016 Budget Act.

Mandate Block Grant. The budget provides $8.5 million in PropositionféBthe mandate block
grant to reflect the addition of the Training fat®ol Employee Mandated Reporters program.

Child Care and Development The budget provides nearly $3.8 billion total dan($1 billion
federal funds; $1.7 billion Proposition 98 Gendrahd; and $1 billion non-Proposition 98 General
Fund) for child care and early education prograkiewever, the Governor does not include
scheduled increases in rates and state preschaisltbBat were scheduled to be included for the
2017-18 year as part of the 2016-17 budget agreeméis saves $226.8 million in 2017-18
($121.4 million in non-Proposition 98 General Famdl $105.4 million in Proposition 98.)

California Community Colleges Proposition 98 BudgeProposals.

Apportionments — The budget assumes a decrease of $27.1 milliopoBition 98 General Fund,
which reflects: (1) an increase of $94.1 milliom £1.48 percent cost-of-living adjustment, (2) an
increase of $79.3 million for enrollment growth34.percent), (3) an increase of $3.8 million as a
result of decreased offsetting student enrolimestrevenues, (4) a decrease of $56.6 million to
reflect unused growth provided in 2015-16, and d5Jecrease of $147.7 million as a result of
increased offsetting local property tax revenues.

Guided Pathways —The budget provides $150 million one-time Proposi®8 General Fund for
grants to community colleges to develop an integhatinstitution-wide approach to student
success. Trailer bill language largely delegatesggam design to the Chancellor's Office.
Additionally, about 90 percent of funding will garekctly to colleges based on a college’s share of
the state’s Pell Grant-eligible students, shareilbtime equivalent students, and a fixed basegra
for each college. About ten percent will be fotetade assistance and programmatic support.

Operating Expenses- The budget provides an increase of $23.6 milkooposition 98 General
Fund to support community college operating expgnsach as employee benefits, facilities,
professional development, and other general exgense

Online Education Initiative — The budget provides an increase of $10 millioopBsition 98
General Fund to provide system-wide access tortitiative’s course management system. The
proposal would increase implementation of the Carorse management system, and cover the
subscription costs for all colleges indefinitely.

Integrated Library System — The budget provides an increase of $6 million-ttme Proposition
98 General Fund to develop an integrated librasgesy that would allow for students to access a
cloud-based library system.
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» Deferred Maintenance— The budget proposes a $43.7 million one-timep&siion 98 General
Fund increase for deferred maintenance, instrugtiequipment, and specified water conservation
projects. Community colleges will not need to pd®/matching funds for deferred maintenance.

* Proposition 39— The budget proposes an increase of $3 milliomiCEnergy Job Creation Fund
for community college energy efficiency projectsnsistent with Proposition 39.

* Innovation Awards — The budget proposes $20 million one-time PrdjmrsB8 General Fund for
innovation awards for the development and implerd@nt of innovative practices as determined
by the Chancellor’'s Office. The Chancellor's Offizalicated that it would prioritize applicants
that focus on addressing needs like improving ddalining and better serving veterans.

e Strong Workforce Program — The budget proposes to move $48 million from @areer

Technical Education Pathways program, which is delegl to sunset on July 1, 2017, into the
Strong Workforce Program.

LAO Analysis and Recommendations

The LAO recently released “The 2017-18 Budget: Bsippn 98 Education Analysis” which includes
detailed information on the calculation of the Rysiion 98 Guarantee and programs provided with
Proposition 98 funding. The LAQO’s analyses of spedProposition 98 funded programs will be
discussed in detail when the subcommittee heansethted program area.

The LAO notes that the 2015-16 minimum guarantesimewhat insensitive to revenue changes and
likely will remain unchanged without large revemsawgings. The 2016-17 minimum guarantee would
change with revenue changes, a change in revenueedadollar (either higher or lower than estimates)
would result in a 50 cent change to the guaramtehe budget year, the impact of new revenue ¢o th
guarantee would be somewhat different based oarti@unt. In the chart below, the LAO shows that
for the first $400 million in revenue gains, theagantee would increase by $200 million, or 50 cents
on the dollar. At that point, the minimum guaranteéulations would switch from a Test 3 to a Test
2. Further increases in revenue would have no impatil the maintenance factor requirement is
triggered, at about $1.4 billion in additional raue above current DOF estimates, anything above tha
point would again result in a 50 cent on the ddltarease to the guarantee, up to a total of $ibibil
above current estimates.
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Figure 13
The Impact of Higher State Revenues on the 2017-18 Minimum Guarantee
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2 Assumes all other Proposition 98 inputs remain unchanged.

Source: Legislative Analyst's Office
Under the LAQO’s revenue estimates, higher GenewrldFRevenues would increase the minimum
guarantee by approximately $1 billion in 2017-1&tBthe LAO and the DOF will update their
estimates of General Fund Revenues for the Magigevof the budget.

Subcommittee Questions

1. What rate of growth are LAO and the DOF estimatmgthe Proposition 98 guarantee in the
out years (2018-19 and later)? How does this im{hectbility of the state to meet Proposition
98 funding obligations?

2. The Governor proposes to reduce over-appropriatbtise Proposition 98 guarantee in 2015-
16 and 2016-17 through shifting some one-time edperes from 2015-16 to 2016-17 and
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deferring a portion of LCFF payments from 2016-672017-18. Can DOF comment on the
practical impact of these changes to local educatiagencies?

3. In the Budget Summary released by the GovernorAthainistration is proposing to hold a
series of stakeholder meetings on Special Educdtimaing. Can DOF expand on the
outcomes that are expected from the stakeholdetimys@ Will there be a related proposal in
the May Revision? What problems is the Governoridgpfo address?

Staff Recommendation

No action, this issue is information only and theg®sition 98 guarantee calculation will be updated
at the May Revision.

Senate Committee on Budget and Fiscal Review 12



Subcommittee No. 1 March 2, 2017

6100 DEPARTMENT OF EDUCATION

Issue 2: Federal Funding and Every Student Succeedgt Update (Information Only)

Panel:

* Natasha Collins, Legislative Analyst’s Office
* Marguerite Ries, California Department of Education

Federal Funding of K-14 Education:

In addition to state and local sources of funding éducation, K-12 schools also receive federal
funding, which makes up about 10 percent of alllt&t12 funding. The Governor’s budget includes
an estimated $7.5 billion in federal funding forlZ618. This funding is provided through a variefy
programs, including:

» Child nutrition programs totaling $2.6 billion; ilncles the National School Lunch program and the
School Breakfast program.

* Low-income student support programs totaling alng&sbillion; supports schools educating low-
income children under Title | of the Every Stud8ntcceeds Act.

» Students with disabilities programs totaling $1illdm; supports direct services for the education
of students with disabilities.

» Other programs include support of English learnaféer school programs, early childhood
education, and career technical education.

Finally, federal funding makes up $161 million bktstate operations budget of the Department of
Education, or about 70 percent of the departmeotz budget.

ESSA Background:

On December 10, 2015, the federal Elementary ancorfary Education Act (ESEA) was
reauthorized with the passage of the Every Stuianteeds Act (ESSA). This replaces a prior version
of the law, passed in 2002, known as No Child Bsfhind (NCLB). The ESEA was originally passed
in 1965 by the Lyndon B. Johnson administrationthwa primary goal of supporting low-income
students. Under ESEA, states are eligible for otmula and competitive grants, with the largest
being Title | formula grants that states receivat@nbasis of the number of low-income students.
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Funding for Every Student Succeeds Act
Proposed 2017-18% (In Millions)

Support for:

Low-income students (Title I) $1,958
Teachers and administrators (Title I1) 238
English learners (Title 11I) 145
After-school programs and charter schools (Titlg IV 164
Rural schools (Title V) 1
American Indian education (Title VI) 7
Schools on federal lands (Title VII) 85
Total $2,598

®Does not include various competitive grant awanl2016, we estimate California
educational entities received a total of $60 millio competitive grant funding.

PLAO estimates.

Source: Legislative Analyst's Office

Title I. Title I provides funding to support the academibiacement of low-income students. Under

ESSA, as under NCLB, states receive funding baseth® number of low-income students, most of
which goes out on a formula basis to local eduoatiagencies (LEAs). Of the total grant, states may
use up to one percent for state administration.tRe@r2017-18 year, California anticipates receiving
almost $2 billion in Title | funds.

Federal accountability is also included in Titld&Jhder ESSA, of the total Title | grant amounttata
must set aside seven percent for school improvenmeatventions and technical assistance. The
majority of these funds must be used to provide-j@mar grants to LEAs. States may also set aside
three percent of the total Title | allocation faredt services to students. Additionally, undeneTit
states are required to adopt challenging acadetaitdards (federal approval is not required) and
implement standards-aligned assessments in spkgifagle spans and subject areas (the same as under
NCLB).

States must develop accountability systems thats@tools using academic achievement, growth rates
(K-18), graduation rates (high school), Englishriea progress in language proficiency, and other
factors determined by the state. Academic growtlstninave the greatest weight. Title | requires
identification of, and intervention in, the lowgstrforming five percent of schools, high schoolatyh
fail to graduate more than one-third of their sitdeand schools in which any subgroup is in the
lowest performing five percent and has not improveer time.

Title 1. Title 1l provides funding to increase the quality teachers and principals. Title Il also
prohibits the Secretary of Education from requirorgcontrolling teacher evaluations, definitions of
effectiveness, standards, certifications, and Soenrequirements.
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Title 11l. Title 1l provides funding specifically for the edation of English learner students. Under
ESSA, Title 1l includes reporting on English lears; numbers, percentages, attainment of
proficiency, and long-term academic performancedédnNCLB, Title 1l included accountability
provisions called annual measurable achievemerdctbgs. Accountability for English Learners is
included in the new accountability system undeleTit

Timelines. The Legislature can expect that ESSA funding changdl impact the state’s budget
process for the 2017-18 fiscal year. In additioeywESSA for accountability takes effect in 2017-18.
Generally, programs may finish out existing gramds and requirements before transitioning to new
ESSA requirements. Federal regulations that prowdiglitional detail and guidance for the
implementation of ESSA have been underway sincé62Bowever the new federal Administration
and Congress may make changes that impact ESSAatiegs. For example, the previous
Administration issued regulations around the ESS#&oantability requirements in November;
however the House of Representativesrecently vimtexerturn the regulations and similar action is
anticipated from the Senate. If the regulations averturned, Congress is barred from issuing
"substantially similar” regulations on these issbhefore lawmakers reauthorize ESSA. States would
then rely only on the plain language of the ESSAusé for moving forward.

ESSA State Plan.The ESSA state plan is a comprehensive plan ttaditides all of the federal
requirements as reflected in Titles | through IXstakeholder process to contribute to the ESSAeStat
Plan has been underway since 2016 through theo@rahf Practitioners Advisory Group (CPAG). The
CDE and the State Board of Education (SBE) have kewking to align ESSA planning requirements
with the new statewide accountability system unbdlerLCFF to establish a single coherent localgstat
and federal accountability and continuous improvwansystem. At the March 2017 SBE meeting,
CDE staff will update the SBE on continued develepiof the state plan and the federal assurances
the state must agree to in order to receive fedenaling.

Staff Recommendation:No action. This item is informational only.
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6440 WNIVERSITY OF CALIFORNIA

Issue 1: Overview of the Governor's 2017-18 Budgé@&roposal — Information Only

Panel
» Christian Osmena, Department of Finance
» Jason Constantouros, Legislative Analyst's Office
* Kieran Flaherty, University of California

Background

The 1960 Master Plan for Higher Education designéte UC as the primary state-supported
academic agency for research. In addition, the &J@esignated to serve students at all levels of
higher education and is the public segment primaesponsible for awarding the doctorate and
several professional degrees, including in mediaime law.

There are ten UC campuses: Berkeley, Davis, Irvires Angeles, Merced, Riverside, San
Diego, San Francisco, Santa Barbara, and Santa 8ime of these are general campuses and
offer undergraduate, graduate, and professionalagun. The San Francisco campus is devoted
exclusively to the health sciences. The UC operitesteaching hospitals in Los Angeles, San
Francisco, Sacramento, San Diego, and Orange esurithe UC has more than 800 research
centers, institutes, laboratories, and programallirparts of the state. The UC also provides
oversight of one United States Department of Endadppratory and is in partnerships with
private industry to manage two additional DeparthwériEnergy laboratories.

The UC is governed by the Board of Regents whioldeu Article 1X, Section 9 of the California
Constitution, has "full powers of organization agolvernance," subject only to very specific
areas of legislative control. The article states tthe university shall be entirely independent of
all political and sectarian influence and kept fileerefrom in the appointment of its Regents and
in the administration of its affairs.” The BoardRé&gents consists of 26 members, as defined in
Article IX, Section 9, each of whom has a vdia addition, two faculty members — the chair
and vice chair of the Academic Council — sit on leard as non-voting members)

- 18 regents are appointed by the Governor for 12-4gems.

+ One is a student appointed by the regents to gyeaeterm.

« Seven are ex officio members — the Governor, Lieam¢ Governor, Speaker of the
Assembly, Superintendent of Public Instruction,sptent and vice president of the
Alumni Associations of UC and the UC president.

The Governor is officially the president of the Bibaof Regents; however, in practice the

presiding officer of the regents is the chairmathef board, elected by the board from among its
members for a one-year term, beginning each Julijhg. regents also appoint its officers of

general counsel; chief investment officer; secyetard chief of staff; and the chief compliance

and audit officer.

The following table displays the budgeted expemdgland positions for the UC, as proposed in
the Governor's budget. Of the amounts displayethintable, $3.26 billion in 2015-16, $3.54
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billion in 2016-17, and $3.53 billion in 2017-18eacontributed by the General Fund. The
remainder of funding comes from tuition and feeeraye and various special and federal fund
sources.

University of California
Budgeted Expenditures and Positions
(Dollars in Millions)

2015-16| 2016-17| 2017-18
Personal Services $12,314| $13,332| $13,330
Operating Expenses and Equipment $18,258| $18,588| $19,429
Total Expenditures $30,573| $31,920| $32,759
Positions 100,312 103,322| 103,322

Governor’'s Proposal

« Unrestricted Base IncreaseProvides an $82.1 million unrestricted base iregeplus
$50 million in funds from Proposition 56 (Cigaretted Tobacco Products Surtax Fund)
for graduate medical education.

« Enroliment. The budget does not provide additional funds foroBment growth,
however, it does assume UC meets enrollment exjmtiset forth in last year’s budget.
Specifically, the Administration assumes UC will) (&nroll 2,500 more resident
undergraduates in 2017-18 and (2) receive an $d8l®n ongoing augmentation in
2016-17.

« One-Time Funding. The budget provides $169 million, funded from ae-bime
Proposition 2 payment, for the third and final alshent to help pay down the UC
Retirement Plan’s unfunded liability.

« Assumes No Increase in Resident Undergraduate Tuntih. The budget’'s only assumed
increases in systemwide charges for resident uratugte students is a $54 (five
percent) increase in the Student Services Feeadive percent increase in nonresident
supplemental tuition. However, the regents voteitkidanuary board meeting to increase
tuition by 2.5 percent, or $282.

- Eliminates Academic Sustainability Plan RequirementAs with CSU, the Governor
proposes to eliminate budget language that dird@sto develop an annual Academic
Sustainability Plan. Under this plan, UC sets penfince targets for eight specific
measures, including graduation rates and degreg@letion. Additionally, the plan also
includes revenue and expenditure assumptions, raatireent trends.

- Eliminates Sunset Dates for Two ProgramsTrailer bill legislation propose eliminating
sunset dates for the California Health Benefitsi®ewprogram (sunsets July 1, 2017)
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and Umbilical Cord Blood Collection program (sursséanuary 1, 2018). Both programs
are funded from special funds.

- Capital Outlay. Trailer bill legislation proposes to include detgirmaintenance as an
eligible capital expenditure for UC’s capital oytlarocess. UC will have the ability to
pledge its state support appropriations to issuel®dor eligible projects, as well as use
general fund to pay for debt service of these pteje

The Legislative Analyst’s Office developed the éoling chart that displays UC’s spending plan
based on the Governor’'s General Fund proposal.eflsaw other core funds, such as tuition and
fee revenue, and nonresident enrollment growthabla for the UC to spend.

UC’s Spending Plan for 2017-18
(Dallars In Millions)

Increase

Compensation
General salary increases $112
Faculty merit increases 32
Health benefit cost increases 19
Pension cost increases 18
Retiree health benefit cost increases 8
Subtotal ($189)
Undergraduate Enrolliment Growth
Resident students (1.4 percent) $45
Nonresident students (3 percent) 16
Subtotal ($62)
Academic Excellence $50
Financial Aid $49
Facilities
Deferred maintenance $15
Debt service for previously approved projects 15
Subtotal ($30)
Other
Operating expenses and equipment $27
Student mental health 5
Subtotal ($32)
Total $412

#Excludes spending items that assumed additionta sta

funding above the Governor’s proposal.

®Includes a 3 percent increase for faculty and wessmted

staff and a 3.9 percent increase for represendétl st
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Capital Outlay. Prior to 2013-14 for UC, the state funded constouncof state-eligible projects
by issuing general obligation and lease-revenued®@and appropriated funding annually to
service the associated debt. General obligatiod®@ne backed by the full faith and credit of
the state and require voter approval. Lease-revbounds are backed by rental payments made
by the segment occupying the facility and only regj@ majority vote of the Legislature. The
debt service on both is repaid from the GeneraldF@tate eligible projects are facilities that
support the universities’ core academic activibémstruction, and in the case of UC, research.
The state does not fund nonacademic buildings, asdtudent housing and dining facilities.

AB 94 (Committee on Budget), Chapter 50, Statuf€Z0@3 and SB 860 (Committee on Budget

and Fiscal Review), Chapter 34, Statutes of 20dvised this method by authorizing UC and

CSU, respectively, to pledge its state support @mmtions to issue bonds for state eligible

projects, and as a result the state no longer ssboads for university capital outlay projects.

The authority provided in AB 94 and SB 860 is lieditto the costs to design, construct, or equip
academic facilities to address: (1) seismic ane $&fety needs, (2) enrollment growth, (3)

modernization of out-of-date facilities, and (4hewal of expansion of infrastructure to serve

academic programs. UC and CSU are required to neatsigapital program so that no more

than 15 percent and 12 percent, respectively, sofGiéneral Fund support appropriation, less
general obligation bond payments and State Pubbckgvrental payments, is used for its capital
program. SB 860 also included the costs to designstruct, or equip energy conservation

projects for CSU. Additionally, the state allowsleainiversity to pay the associated debt service
of academic facilities using its state support apgation.

Under the new authority, UC and CSU are requiredstidbmit project proposals to the
Department of Finance (DOF) and the budget comesttd the Legislature by September 1 for
the upcoming fiscal year. By February 1, DOF isurezf to notify the Legislature as to which
projects it preliminarily approves. The budget cattees then can review the projects and
respond to DOF. The DOF can grant final approvapmfects no sooner than April 1 for the
upcoming fiscal year.

SB 81 (Committee on Budget and Fiscal Review), @ap2, Statutes of 2015, revised UC’s
capital outlay authority to allow them to enteroirdontracts with private partners to finance,
design, construct, maintain and operate statebédidacilities. SB 81 also expanded the eligible
uses of state support funds to include availabipgyments, lease payments, installment
payments, and other similar or related paymentsdpital expenditures. For the Merced project,
SB 81 requires UC to use its own employees forimeuthaintenance, meaning the partner only
would perform maintenance on major buildings.

On February %, DOF submitted its list of preliminarily approvechpital outlay to the

Legislature. The list includes six projects whiclould correct seismic and life safety
deficiencies for academic facilities, one projeadwd entail construction of a new science
facility at the Irvine campus. Additionally, UC neests $35 million in bond funding for deferred
maintenance, and $15 million to conduct an assea#saighe conditions of academic facilities.
For 2017-18, UC is requesting $161 million in baamahority for capital outlay and deferred
maintenance projects. UC estimates that the maximunojected percentage will be

approximately 5.5 percent of UC’s General Fund supftess general obligation bond payments
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and State Public Works rental payments), basedlgnriar projects approved and this request.
Moreover, the Administration is proposing trailel kanguage to include the cost of deferred
maintenance of academic facilities as a part ofattaved capital expenditures under the AB 94
process.

Due to a lack of resources, UC notes that campheses not performed a comprehensive facility
condition assessment as a part of their ongoingnter@nce programs. Instead, campuses have
only been able to collect limited deferred maintezginformation as it is encountered during
preventative and corrective maintenance visits.ofging to UC, this approach only identifies
emergency and critical items, rather than providfog the systematic and comprehensive
approach that a new facility conditions assesswentd require.

Staff Comments

AccessWhereas the state traditionally has set enrollnengiets for the budget year, it recently
began setting UC’s enrollment target for the subeat academic year. This change was
intended to give UC more time to respond to legigtadirection. In the 2015-16 budget, the
state set a goal for UC to enroll 5,000 more regidadergraduate students by 2016-17 (than the
2014-15 level) and allocated an associated $2%milh ongoing funding for the growth. The
state continued this practice in 2016-17, settingeapectation that UC enroll 2,500 more
resident undergraduate students in 2017-18 thar0h6-17. It provided an associated
$18.5 million, contingent on UC providing sufficteavidence by May 1, 2017, that it would
meet this goal. The funding also is contingent @ adlopting a policy by the same deadline that
limits nonresident enrollment. The Governor's 2AB7budget assumes UC will meet these
requirements and includes these funds. Becausartimunt provided in 2016-17 would be
released to UC in May or June 2017, UC intendsatoydorward this amount into 2017-18.

While the Governor’'s 2017-18 budget does not spduaifiding for enrollment growth, the UC'’s
budget spending plan notes that they would increesieent undergraduate enrollment growth
1.4 percent. The Legislative Analyst’'s Office (LA@commends the Legislature continue its
recent approach and set enrollment expectations foow2018-19, however not fund the
enrollment until 2018-19. Additionally, the LAO mmmends the Legislature use upcoming
reports on UC’s degree production and freshmairibdlig study to inform enrollment decisions.

Tuition. In 2015-16, the Administration and the UC developechulti-year budget framework
to hold tuition flat for two years. By 2017-18, tioh will have remained flat for six consecutive
years, and in the 2015-16 May Revision, the Adntiaigon noted that it is reasonable to expect
that tuition will begin to increase modestly an@gictably at around the rate of inflation. The
CSU did not have such an agreement.

In January 2017, the UC Regents again voted faitian increase of 2.5 percent, or $282, for a
total annual tuition of $11,502. Additionally, théC Regents voted to increase the student
services fee by five percent, a $54 increase footal of $1,128 annually, and nonresident
supplemental tuition by five percent, or $1,332r fa total of $28,014. Though the
Administration does not assume tuition increasesrésident students, the budget reflects
five percent increases in both the Student Serviees and the undergraduate nonresident
supplemental tuition charge.
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Capital Outlay. The LAO notes that it is unclear UC could not deguassess the condition of
facilities, and why it cannot use staff in existipgnt and facility divisions, and that knowing
facility conditions and system life spans seemsg¥aresponsibility of these divisions. The LAO
and staff also question using bonds, which arended to spread major infrastructure costs over
many years, for a one-time facility assessment.adeer, existing law does not provide UC with
authority to use bond financing to conduct suchassessment. The subcommittee may wish to
request additional information regarding the omeetiassessment, prior to the Department of
Finance’s final approval, and whether $15 millian an appropriate amount for such an
assessment.

Staff notes that in the Administration’s prelimiiaapproved list of capital outlay projects, UC

and the Administration are proposing $35 million ®éneral Fund supported financing for
deferred maintenance; however, existing law do¢pravide UC with such authority. However,

the Administration is proposing trailer bill langeato provide UC with this authority. Staff

notes that it may be premature for the state tovigeoapproval of the deferred maintenance
proposal, with trailer bill still pending in the gislature.

The LAO notes that UC lacks a plan to eliminatebdsl7 billion backlog and improve ongoing
maintenance practices. The LAf@commends the Legislature to require UC to develop
comprehensive maintenance plan to include (1) amate of the backlog based upon available
data; (2) a multiyear expenditure plan for elimingtthe backlog of projects, including proposed
funding sources; and (3) a plan for how to avoidetfgping a maintenance backlog in the future.
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6610 CALIFORNIA STATE UNIVERSITY

Issue 2: Overview of the Governor's 2017-18 Budg@&roposals — Information Only

Panel
» Christian Osmena, Department of Finance
» Paul Steenhausen, Legislative Analyst’'s Office
* Ryan Storm, California State University

Background

The CSU system is comprised of 23 campuses, comngist 22 university campuses and the

California Maritime Academy. The California Statelléges were brought together as a system
by the Donahoe Higher Education Act of 1960. In2,93e system became the California State
University and Colleges; the name of the system etianged to the California State University

in January 1982. The oldest campus, San Jose\&tatersity, was founded in 1857 and became
the first institution of public higher education @ualifornia. Joint doctoral degrees may also be
awarded with the UC. The program goals of the C&lUa

« Provide instruction in the liberal arts and sciendhe professions, applied fields that
require more than two years of college educatiod,teacher education to undergraduate
students and graduate students through the madsgrse.

« Provide public services to the people of the sta@alifornia.

« Support the primary functions of instruction, paldiervices, and student services in the
University.

- Prepare administrative leaders for California puldiementary and secondary schools
and community colleges with the knowledge and skikeded to be effective leaders by
awarding the doctorate degree in education.

- Prepare physical therapists to provide health cargices by awarding the doctorate
degree in physical therapy.

« Prepare faculty to teach in postsecondary nursiagrpms and, in so doing, help address
California's nursing shortage by awarding the d@teodegree in nursing practice.

The CSU Board of Trustees is responsible for theroght of the system. The board adopts
rules, regulations, and policies governing the C3be board has authority over curricular
development, use of property, development of fieedj and fiscal and human resources
management. The 25-member Board of Trustees migdimes per year. Board meetings allow
for communication among the trustees, chancellampus presidents, executive committee
members of the statewide Academic Senate, repesa# of the California State Student
Association, and officers of the statewide Alummu@Gcil. The trustees appoint the chancellor,
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who is the chief executive officer of the system éhe presidents, who are the chief executive
officers of the respective campuses.

The following table displays the budgeted expemdg&lwand positions for the CSU, as proposed
in the budget. Of the amounts displayed in theetabB.01 billion in 2015-16, $3.32 billion in
2016-17, and $3.37 billion in 2017-18 are contrdoliby the General Fund. The remainder of
funding comes from tuition and fee revenue andouarispecial and federal fund sources.

California State University
Budgeted Expenditures and Positions
(Dollars in Millions)

2015-16| 2016-17| 2017-18
Personal Services $4,3%7 $4,598| $4,598
Operating Expenses and Equipment $5,091%4,964| $5,017
Total Expenditures $9,449 9,562 9,616
Positions 46,014 48,093 48,093

Governor’'s Proposal

- Unrestricted Base IncreasesThe Governor’s budget proposes a $157.2 millionciase
as follows: (1) a $131.2 million unallocated augma¢ion and (2) an additional
unallocated $26 million increase associated witiings from changes to the Middle
Class Scholarship program made in 2015-16.

« Other Allocations. The proposed budget provides (1) a $5.1 millioméase to CSU'’s
support budget for lease-revenue bond debt seande(2) an additional $22.6 million
above revised current-year levels for CSU retirealth benefit costs, which is budgeted
separately from CSU’s support budget.

« Assumes No Increases in TuitionWhile the budget does not assume any increases in
tuition levels, the Chancellor's Office has propbsecreasing resident and nonresident
tuition charges for 2017-18. The trustees are @gpeto vote on this proposal during
their March meeting, after concluding a statutorigguired consultation process with
students. In March, the CSU Board of Trusteessis scheduled to vote on an up-to five
percent tuition increase, or $270, for a total ahruition price of $5,742. Additionally,
tuition for nonresidents and resident graduate estted would increase by about 6.5
percent.

- Eliminates Sustainability Plan Requirement. The Governor proposes eliminating
budget language pertaining to academic sustaibaklplans, which requires CSU to
develop an expenditure plan and set performangetgrunder revenue assumptions
developed by the Department of Finance.
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CSU’s Spending Plan CSU proposes to spend the vast majority of itesinicted base increase
on compensation commitmen@f the $157 million unrestricted base increase psep by the
Governor for 2017-18, CSU indicates that it intendsspend $139 million (88 percent) for
collective bargaining agreements ratified by theJCO®oard of Trustees in spring 2016. CSU
indicates that the remaining $18 million would fupmakic cost increases, such as higher medical
and dental premiums for current employees and iaddit pension costs (on payroll exceeding
the 2013-14 level).

Capital Outlay. Similar to UC, SB 860 (Committee on Budget and &listeview), Chapter 34,
Statutes of 2014 revised the CSU’s capital outlamggprement method, which authorized CSU to
pledge its state support appropriations to issuel®dor state eligible projects, and as a resalt th
state no longer issues bonds for university capitatlay projects. Details regarding this
legislation and process are described in the pusvéection.

CSU’s 2017-18 capital outlay request includes 23djguts totaling $1.6 billion. Of these 27
projects, 17 were previously approved by the dvatehave not yet been funded by CSU. The
other 10 requests are new submissions. At its Nboeer016 meeting, the Board of Trustees
approved a multi-year plan for CSU to finance ugiobillion of the $1.6 billion in submitted
capital projects using university revenue bondsingyghis bond authority, the Chancellor’'s
Office would fund 12 of the previously approved italpprojects. The associated annual debt
service is estimated to be about $50 million. C8dtldates it would support this associated debt
service using existing core funds. This is possii@eause a like amount of monies were “freed
up” from expiring debt from former projects as wadl restructuring of outstanding State Public
Works Board debt.

Staff Comments

AccessAccording to a recent PPIC report, in 2030, 38 eetrcof all jobs will depend on
workers with at least a bachelor’s degree, but ablyut 33 percent of workers will have one. As
a result, California will have a shortage of 1.1liom workers holding a bachelor's degree. The
2016-17 budget sets an expectation for CSU to asereesident enrollment by 1.4 percent (an
additional 5,194 FTE students) over 2015-16. Basegbreliminary data from CSU, fall 2016
FTE student enrollment is about 1.3 percent highan the previous fall, and the LAO states
that campuses appear to be on track to meetingrit@iment expectation. However, the past
several years CSU has reported denying admissisarnt eligible transfer students. Given this
development, together with statute that required) @8mpuses to prioritize eligible transfer
applicants over freshman applicants, the LAO sugiped the Legislature may want to consider
targeting enrollment growth funding for transfeudgnts in 2017-18. Additionally, given that a
freshman eligibility study is currently underwaydathat CSU must report by March 2017 on
recommended budget or policy changes to producee nb@chelor's degrees, the LAO
recommends that any decision on freshman enrollgrenith should wait till May Revision.

Tuition. While CSU resident tuition charges have beenfélathe past six years, the LAO notes
that a five percent increase might be considergtl for one year. In addition, a five percent
increase in 2017-18 would be notably higher tharcgated inflation. If the Legislature were to
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consider tuition increases, LAO suggests it sign&SU that a more modest rate increase would
be acceptable.

Graduation Initiative. The state and CSU currently are funding a Gradndtiiative to boost
graduation rates for freshmen and transfer studastsvell as eliminate achievement gaps for
low-income and other traditionally underrepresergadients. Currently, the CSU’s four-year
graduation rate for freshman entrants is 19 per@end six-year graduation rate of 57 percent.
Similarly, the two-year graduation rate for trams$é¢udents is 31 percent, and the three-year
graduation is 62 percent. CSU reports spendingnfitidn of its base funds on the Graduation
Initiative strategies, these strategies includesraasing the faculty-to-student ratio, and
enhancing student support servic8SU maintains it will need additional resourcesaory out
campus plans and achieve the segment’s perforngoats.

While the Graduation Initiative may be assistingdsints graduate in a more timely manner,
LAO notes that CSU could improve its assessment @adement policies. Currently, CSU
primarily uses placement tests to assess collegéimess. Based on these test results, CSU
deems more than 40 percent of its admitted fresharenunprepared for college-level math,
English, or both. Students who do not demonstraliege-level skills are required to enroll in
remedial coursework. A growing amount of reseasciniding that a better way to assess college
readiness is to use multiple measures (includirig fitam students’ high school records) to place
students. Additionally, CSU continues to have abjmm with excess unit-taking by both
freshman entrants and transfer students. Studehts agcrue more units that their degree
requires generally take longer to graduate, geadmgher costs for the state and themselves, and
crowd out other students. LAO believes that CSU ldianiake more progress in student success
if it were to modify its assessment methods andguteent policies as well as address the issue of
excess units.
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6100 DEPARTMENT OF EDUCATION

Issue 1: Fiscal Crisis and Management Assistance dm — Update on K-12 School District Fiscal
Health (Information Only)

Description:

The Fiscal Crisis and Management Assistance Te&M@&T) provides a statewide resource to help
monitoring agencies in providing fiscal and managetrguidance and helps local education agencies
(LEAS), school districts, county offices of eduocati (COEs), and charter schools, as well as
community college districts, fulfill their finandiand management responsibilities. Lead FCMAT staff
will provide a presentation on the financial statfidocal education agencies, including an update o
the number of these agencies with negative andfigaatertifications on the latest financial status
reports and the status of state emergency loans.

Panel:

* Joel Montero, Chief Executive Officer, FCMAT
* Mike Fine, Chief Administrative Officer, FCMAT

Background:

Assembly Bill 1200 (Eastin), Chapter 1213, Statut$991, created an early warning system to help
LEAs avoid fiscal crisis, such as bankruptcy or tleed for an emergency loan from the state. The
measure expanded the role of COEs in monitoringalctistricts and required that they intervene,
under certain circumstances, to ensure districts roaet their financial obligations. The bill was
largely in response to the bankruptcy of the Richdh8chool District, and the fiscal troubles of & fe
other districts that were seeking emergency loaos) fthe state. The formal review and oversight
process requires that the county superintendenmbaephe budget and monitor the financial status of
each school district in its jurisdiction. COEs peni a similar function for charter schools, and the
California Department of Education (CDE) oversdes finances of COEs. There are several defined
"fiscal crises" that can prompt a COE to intervéma district: a disapproved budget, a qualified or
negative interim report, or recent actions by aridisthat could lead to not meeting its financial
obligations.

Beginning in 2013-14, funding for COE fiscal ovetsi was consolidated into the Local Control
Funding Formula (LCFF) for COEs. COEs are stilluiegd to review, examine, and audit district
budgets, as well as annually notify districts oélifted or negative budget certifications, howeubee
state no longer provides a categorical fundings®tor this purpose.

AB 1200 also created FCMAT, recognizing the need dostatewide resource to help monitoring
agencies in providing fiscal and management guielaR€EMAT also helps LEAs fulfill their financial
and management responsibilities by providing fisadvice, management assistance, training, and
other related services. FCMAT also includes thef@ala School Information Services (CSIS). LEAS
and community colleges can proactively ask forsagece from FCMAT, or the Superintendent of
Public Instruction (SPI), the county superintendehtschools, the FCMAT Governing Board, the
California Community Colleges Board of Governorstlog state Legislature can assign FCMAT to
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intervene or provide assistance. Ninety percenE@MAT’s work is a result of an LEA inviting
FCMAT to perform proactive, preventive services, pofessional development. Ten percent of
FCMAT’s work is a result of assignments by theestaggislature and oversight agencies to conduct
fiscal crisis intervention.

The office of the Kern County Superintendent of @b was selected to administer FCMAT in June
1992. The Governor's 2017-18 budget maintains imdor FCMAT at $5.3 million Proposition 98
General Fund for FCMAT functions and oversight\atitis related to K-12 schools and $570,000 for
FCMAT to provide support to community colleges.

Interim Financial Status Reports. Current law requires LEAs to file two interim repoannually on
their financial status with the CDE. First interneports are due to the state by December 15 of each
fiscal year; second interim reports are due by Mar¢ each year. Additional time is needed by the
CDE to certify these reports.

As a part of these reports, LEAs must certify wketthey are able to meet their financial obligagion
The certifications are classified as positive, digal, or negative.
* A positive certification is assigned when an LEAlwneet its financial obligations for the
current and two subsequent fiscal years.
* A qualified certification is assigned when an LEAymot meet its financial obligations for the
current and two subsequent fiscal years.
* A negative certification is assigned when an LEAI e unable to meet their financial
obligations in the current year or in the subsetiscal year.

AB 1200 states the intent that the legislative midgbcommittees annually conduct a review of each
qualifying school district (those that are ratecuabkely to meet their fiscal operations for therent
and two subsequent years), as follows: “It is thent of the Legislature that the legislative budge
subcommittees annually conduct a review of eaclifgjug school district that includes an evaluation
of the financial condition of the district, the iaqt of the recovery plans upon the district’s etiooal
program, and the efforts made by the state-appmbedeninistrator to obtain input from the community
and the governing board of the district.”

First Interim Report. The first interim report was published by CDE irbReary 2017 and identified
three LEAs with negative certifications. These LE#H not be able to meet their financial obligats
for 2016-17 or 2017-18, based on data generatedlBAs in Fall 2016, prior to release of the
Governor’s January 2017-18 budget. The first imereport also identified 28 LEAs with qualified
certifications. LEAs with qualified certificatiomaay not be able to meet their financial obligatiéors
2016-17, 2017-18 or 2018-19.

Second Interim Report. The second interim report, which covers the peeonding January 31, 2016,
has not been verified and released by CDE atithes. t

Negative Certification
First Interim Budget Certifications
County: District:
Placer Colfax Elementary
San Luis Obispo| San Miguel Joint Union
San Mateo San Bruno Park Elementary
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Looking back to 2001-02, the number of negativéifteations in the second interim peaked in 2008-
09 at 19, while the number of qualified certificats peaked in 2011-12 at 176

Qualified Certification

First Interim Budget Certifications

County: District:

Alameda Newark Unified

Alameda Oakland Unified

Butte Bangor Union Elementary
Butte Feather Falls Union Elementary
Calaveras Calaveras Unified

Contra Costa Knightsen Elementary

El Dorado Black Oak Mine Unified

El Dorado Gold Trail Union Elementary
Inyo Lone Pine Unified

Los Angeles Covina-Valley Unified

Los Angeles Inglewood Unified

Los Angeles Los Angeles Unified

Los Angeles Montebello Unified

Madera Yosemite Unified

Marin Sausalito Marin City

Marin Union Joint Elementary
Orange Saddleback Valley Unified
Riverside Temecula Valley Unified
Sacramento Galt Joint Union High

San Bernardino

Baker Valley Unified

San Bernardino

Colton Joint Unified

San Bernardino

Rim of the World Unified

San Diego Julian Union High

San Diego San Diego Unified

Santa Barbara | Hope Elementary

Santa Clara Lakeside Joint

Sonoma Santa Rosa Elementary

Sonoma Santa Rosa High

Somona West Sonoma County Union High
Tuolumne Curtis Creek Elementary
Tuolumne Sonora Union High

Source: California Department of Education
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State Emergency LoansA school district governing board may request aem@g@ncy apportionment
loan from the state if the board has determinedlisteict has insufficient funds to meet its cutren
fiscal obligations. Existing law states the intdrdt emergency apportionment loans be appropriated
through legislation, not through the budget. Theditions for accepting loans are specified in s&gtu
depending on the size of the loan. For loans tkeg¢ed 200 percent of the district’'s recommended
reserve, the following conditions apply:

* The State Superintendent of Public Instruction Y$Rhll assume all the legal rights, duties,
and powers of the governing board of the district.

* The SPI shall appoint an administrator to act dmabfeof the SPI.

» The school district governing board shall be adyismly and report to the state administrator.

* The authority of the SPI and state administratallstontinue until certain conditions are met.
At that time, the SPI shall appoint a trustee faee the administrator.

For loans equal to or less than 200 percent ofdist&ict's recommended reserve, the following
conditions apply:

» The SPI shall appoint a trustee to monitor andeng\the operation of the district.

* The school district governing board shall retainegaing authority, but the trustee shall have
the authority to stay and rescind any action of ldeal district governing board that, in the
judgment of the trustee, may affect the financalidition of the district.

* The authority of the SPI and the state-appointastée shall continue until the loan has been
repaid, the district has adequate fiscal systent® @mtrols in place, and the SPI has
determined that the district's future compliancéhwviie fiscal plan approved for the district is
probable.

State Emergency Loan RecipientdNine school districts have sought emergency loeos the state
since 1991. The table below summarizes the amairtkese emergency loans, interest rates on loans,
and the status of repayments. Five of these districoachella Valley Unified, Compton Unified,
Emery Unified, West Fresno Elementary, and Richmé&fest Contra Costa Unified have paid off
their loans. Four districts have continuing stategergency loans: Oakland Unified, South Monterey
County Joint Union High (formerly King City Jointrlibn High), Vallejo City Unified, and Inglewood
Unified School District. The most recently authedzloan was to Inglewood Unified School District
in 2012 in the amount of $55 million from the GeaaleFund and the California Infrastructure and
Economic Development Bank (I-Bank). Of the fourtdiess with continuing emergency loans from the
state, Inglewood Unified School District is the yrdistrict under state administration and both
Inglewood Unified School District and Oakland Uadi School District are on the qualified
certification list in the first interim report in026-17.
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Emergency Loans to School Districts
1990 through 2015

March 9, 2017

District State Role Date of Amount of State Loan Interest Amount Paid Pay Off
Issue Rate Date
Inglewood Unified Administrator  11/15/12 $7,000,000 2.307%  $3,663,968 11/01/33
11/30/12 $12,000,000 GF
02/13/13 $10,000,000
$29,000,000
($55 million authorizeo)
South Monterey Administrator = 07/22/09 $2,000,000 2.307% $6,722,1¢6 October
County Joint Unio 03/11/10 $3,000,000 2028
High (formerly 04/14/10 $8,000,000 I-bank
King City Joint $13,000,000
Union High)
Vallejo City Administrator | 06/23/04 $50,000,000 1.5% $40,313,820 January
Unified Trustee 08/13/07 $10,000,000 2024
$60,000,000 [-bank
08/13/24
GF
Oakland Unified Administrator 06/04/03 $65,000,000 1.778% $71,525972 January
Trustee 06/28/06 $35,000,000 2023
$100,000,000 I-bank
6/29/26 Gl
West Fresno | Administrator | 12/29/03 $1,300,0001.93% $1,425,77312/31/10
Elementary Trustee GF
($2,000,000 authorized) No Balanci
Outstandingy
Emery Unified | Administrator, 09/21/01 $1,300,0004.19% $1,742,50106/20/11
Trustee GF
($2,300,000 authorized) No Balanci
Outstanding
Compton Unified. Administrators 07/19/93 $3,500,000) 4.40% $24,358,06]L 06/30/01
Trustee 10/14/93 $7,000,000 4.313% GF
06/29/94 $9,451,259 4.387%  No Balanc
$19,951,259 Outstandiniy
Coachella Valley Administrators 06/16/92 $5,130,7083 5.338% $9,271,830) 12/20/01
Unified Trustee 01/26/93 $2,169,292 4.493% GF
$7,300,000 No Balanc
Outstandingy
West Contra Costa  Trustee 08/1/90 $2,000,000) 1.532% $47,688,62/05/30/12 I-
Unified (formerly | Administrator| 01/1/91 $7,525,0002004 refi bank
Richmond Unified)  Trustee 07/1/91 19,000,000 rate No Baknct
$28,525,000 Outstanding
Source: California Department of Education
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Staff Comments:

The General Fund revenue projections in the Goveridudget mark a departure from the past few
years. Since 2013-14, LEAs have received funds gaah mostly through LCFF allocations, in large
amounts, reflecting the state's strong revenue throWwhe proposed budget for 2017-18 includes
estimates for much slower revenue growth, resulitingllocations for LCFF and other programs that
grow only by COLA. In addition, LEAs are absorbimgreases in costs, such as contributions to the
State Teachers Retirement System and rising headthend minimum wage costs. The Legislature
should continue to closely monitor the fiscal Healf LEAs as these local cost pressures continue to
roll out over the next few years with slowing Prejion 98 growth.

Suggested Questions:

1) What trends does FCMAT see across the state forsLthAt need assistance in managing their
financial responsibilities? What does FCMAT seehssmost important challenge LEAs currently
face?

2) One of FCMATSs responsibilities is to complete asidif school districts in special circumstances
as requested by county offices of education. Hasnéred for these type of audits changed over

time?

3) How has the work of FCMAT changed over the past years to support LEAs as they align their
management and budget systems with the requireroétite LCFF?

Staff Recommendation:Information only
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Issue 2: K-14 Education Mandates

Panel:
. Dan Kaplan, Legislative Analyst’s Office
. Ed Hanson, Department of Finance
. Kim Leahy, Department of Finance
. Debra Brown, Department of Education

Background:

The concept of state reimbursement to local agerane school districts for state-mandated actwitie
originated with the Property Tax Relief Act of 19%&B 90 (Dills), Chapter 1406, Statutes of 1972,
known as SB 90. The primary purpose of the act tewdsnit the ability of local agencies and school
districts to levy taxes, however it also includemyisions to require the state to reimburse local
governments when they incurred costs as the redgulitate legislation. In 1979, Proposition 4
(superseding SB 90) was passed by voters, amenbdengalifornia Constitution to require local
governments to be reimbursed for new programs gitdrilevels of services imposed by the state. In
response to Proposition 4, the Legislature creitedCommission on State Mandates (CSM) to hear
and decide upon claims requesting reimbursemertoisis mandated by the state.

In the area of K-14 education, school districtarag offices of education (COEs), and community
colleges, collectively referred to as local edumadi agencies (LEAS), can file mandate claims &kse
reimbursement. Charter schools have filed mandaims in the past and the CSM disapproved the
claims stating that a charter school is voluntapgrticipating in the charter program and therefore
their activities are not mandates. In additionharter school is not considered a school distmcten

the Government Code sections that allow for themstey of reimbursement. However, charter schools
are required, as a course of operation, to prosmee of the same programs, or higher levels of
service for which other education agencies maynfismdate claims and receive reimbursement.

Mandate Reimbursement ProcessA test claim must be filed within 12 months of #éféective date

of the activity. The CSM first determines whetharagtivity is a mandate. Generally, a new program
or higher level of service for a local governmerstynmot be considered a reimbursable mandate if 1) i
is a federally-required program or service; 2)sithe result of a voter-approved measure; 3) tihés
result of an optional or voluntary activity; 4)has offsetting saving or revenues designated fatrr th
purpose; or 5) the requirement was enacted priotd@5. The test claim must include detailed
information on the enacting statutes or executirdeis, mandated activities, and costs incurred as a
result.

If the CSM determines the program or service t@abreimbursable mandate, the next step is for the
CSM to approve “Parameters and Guidelines” thattitlethe eligible claimants, activities, costsdan
time-period as needed for LEAs to file claims. TAeate Controller's Office (SCO) then issues
claiming instructions and LEAs file initial claim&llowed by annual claims for reimbursement. The
SCO reviews, approves, and audits a sample of slaifter the initial claims are filed for a
reimbursable state mandate, the SCO aggregates ¢hsts and provides a statewide cost estimate for
adoption by the CSM. These statewide cost estimatesreported to the Legislature and used to
estimate ongoing state mandate costs and the lgaoklmpaid mandate claims.
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The mandates reimbursement process has some igerstifortcomings. The process often takes years
for decisions to be reached, allowing potentialgngicant costs to accrue prior to initial clairaad
delaying a decision by the state to suspend or dntte® requirements. Reimbursements under this
process are based on actual costs; therefore LE&slask an incentive to perform required activities
as efficiently as possible. In addition, reimbursatmon an annual basis requires potentially sicguifi
bureaucratic workload for LEAs to keep requiredords for all of the various mandated activities.
Also, depending on the amount of reimbursementi@vai, not all LEAs may file a claim; those with
less administrative capacity may simply absorb dbsts of the mandate. The reverse is likely also
true; LEAs with the necessary administrative resesimay more aggressively pursue reimbursement,
resulting in uneven funding for the same mandattidiaes.

In order to simplify the process, in 2004 the stagated the Reasonable Reimbursement Methodology
(RRM). Rather than requiring LEAs to submit detdildocumentation of actual costs, RRM uses
general allocation formulas or other approximatiohsosts approved by the CSM. Only three school
mandates currently have approved RRMs.

Payment of Mandates.Over the years, as the cost and number of educatsomdates has grown, the
state began to defer the full cost of educationdates for multiple years at a time, paying claims o
an inconsistent schedule, mostly when one-time duaiet available. After deferring payments for
years, in 2006, the state provided more than $30®min one-time funds for state mandates, ratri
almost all district and community college mandatnes (plus interest) through the 2004-05 fiscal
year. However on a regular ongoing basis, the staténues to defer the cost of roughly 50 educatio
mandates, but still requires LEASs to perform thendsed activity by providing a nominal amount of
money ($1,000) for each activity.

There have been some attempts to force the stgi@ytmandate claims. For example, Proposition 1A,
approved by the state’s voters in 2004, required Ltagislature to appropriate funds in the annual
budget to pay a mandate’s outstanding claims, ‘=udpthe mandate (render it inoperative for one
year), or “repeal” the mandate (permanently elireéns or make it optional). The provisions in
Proposition 1A, however, do not apply to K-14 ediora In addition, in 2008, a superior court found
the state’s practice of deferring mandate payment®nstitutional, however constitutional separation
of powers means the courts cannot force the Lagirgldo make appropriations for mandates.

More recently the state has had significant onetiPnoposition 98 funding available and has made
sizeable payments towards the mandates backlogr 2813-14, the LAO estimated that the mandates
backlog reached a high of approximately $4.5 hillidhe 2014-15 Budget Act, provided $450 million
to pay K-14 mandates. The 2015-16 Budget Act, pledian additional $3.8 billion for mandates and
the 2016-17 Budget Act provided $1.4 billion. Irckeaf these years, the funds were not apportioned
for specific claims, but provided on an equal amaqer average daily attendance (ADA) for K-12 and
per full time equivalent student (FTES) for comntyrolleges. Charter schools were also included in
the per ADA allocation although they do not havendae claims. This payment methodology
acknowledges that all LEAs and community collegesemequired to complete mandated activities,
but for a variety of reasons, not all LEAs and camity colleges submitted claims.
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Recent K-14 Mandate Backlog Payments

2014-15 2015-16 2016-17
K-12 Education (In millions) $400 $3,205 $1,281
Per ADA Rate (In whole dollars $67 $529 $214
Community Colleges (In
millions) $50 $632 $106
Per FTES Rate (In whole dollars) $45 $556 $91
Total (In millions) $450 $3,837 $1,387

Does not account for leakage.
Source: Department of Finance

This payment methodology has a significant limdatin its ability to fully pay off remaining mandat
claims. The per ADA and FTES methodology resultsSléakage”, or the amount of the one-time
payments that does not count against the mandatidoigabecause it was provided to LEAs or
community colleges that did not submit claims orogad claims have already been paid off. As the
state pays off more of the mandate backlog, theuamof leakage becomes more significant. With
fewer LEAs that have remaining claims on the boeakklitional funding provided on a per ADA and
per FTES basis has a diminishing return on redutiegbacklog as the remaining claims become
concentrated in those LEAs with high per-studeainas.

Remaining Mandates Backlog. The Administration roughly estimates that after th@16-17
payments are applied to the mandates backlog, ¢hgaining balance of unpaid claims totals
approximately $1.6 billion for K-12 mandates and42nillion for the California Community College
mandates. This includes an estimate that the $llidnlprovided in 2016-17 reduces mandate claims
by approximately $802 million. However, the SCO tmag yet applied this funding to claims, so
actuals are not yet available. In addition, somedates are currently involved in litigation and the
SCO has not applied the CSM ruling on offsettingereie pending completion of the lawsuit. The
LAO takes into account pending litigation and atfjube backlog down to $1.3 billion. The estimation
of the actual amount of the backlog is complicdiga variety of factors, mandates claims contirue t
accrue on an annual basis, there is a lag in th@ &gplication of new one-time funds towards claims,
and as a result in the calculation of leakagepn®atontinue to be subject to audit, and some sidgew
mandate costs are involved in litigation.

Mandates Block Grant. As an alternative to the traditional mandates ctgmocess and to help create
more certainty for LEAS in the payment of mandatasthe 2012-13 budget, the state created two
block grants for education mandates: one for scha@ificts, COEs, and charter schools (for which
some mandated activities apply) and another fornsomty colleges. Instead of submitting detailed
claims that track the time and money spent on eaahdated activity on an ongoing basis, LEAs can
choose to receive block grant funding for all maadaactivities included in the block grant. The
mandates block grant does not reflect the actasd\stde costs estimates for each included mandate.
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Block Grant Funding and Participation. The 2016-17 budget includes a total of $251 nilfior the
mandates block grants ($219 million for schools $8&# million for community colleges). Block grant
funding is allocated to participating LEAs on a -pepil basis, based on ADA or FTES. The rate
varies by type of LEA and by grade span, due tof#ue that some mandates only apply to high
schools. The per-pupil rates are as follows:

School districts receive $28.42 per student in g@ga¢-8 and $56 per student in grades 9-12.
e Charter schools receive $14.21 per student in grd® and $42 per student in grades 9-12.

» County offices of education (COESs) receive $28.42 giudent in grades K-8 and $56 per student
in grades 9-12 for students they serve directlys @n additional $1 for each student within the
county. (The $1 add-on for COEs is intended to cowandated costs largely associated with
oversight activities, such as reviewing districtigats.)

« Community colleges receive $28 per student.

Most school districts and COEs, and virtually d&acder schools and community college districts ehav
opted to participate in the block grant. Specificain 2016-17, the LEAs participating in the block
grant serve about 95 percent of LEAs, includingrigraschools, and 99 percent of ADA and 100
percent of community college districts and FTES.

New Education Mandates.New mandate claims continue to be filed on an amgdiasis and
generally, once the CSM has adopted the statewvaskeestimate, this amount is added to the mandates
backlog. In addition, the state must make a detstiin about whether to add new mandates to the
block grant and correspondingly increase the masdalbck grant and by what amount. Finally, if the
state is not going to suspend the mandate, geperatiinimal appropriation of $1,000 is provided in
the annual budget act towards the costs of the atand

In 2014, AB 1432 (Gatto), Chapter 797 was enactecetuire school districts to train staff in the
detection and reporting of child abuse. This lavs waroduced to ensure that individuals in spedifie
professions, including many school staff memberso w&re “mandatory reporters” (those who must
report child abuse or neglect to law enforcementaamty welfare agencies) as a result of an earlier
law, are given the tools to properly carry out thiequired duties. No additional funding was predd

to school districts for this training when the lawas enacted and mandate claims were subsequently
filed. In 2015, the CSM determined that the tragnof mandatory reporters, reporting to the school's
governing board upon completion of training, angbréing to the CDE if alternate materials othett tha
the state's online training module were used, vamivities that constitute a reimbursable state
mandate. The CSM subsequently released a stateefdeestimate for annual costs of $32.4 million
for employee training, $5.4 million for reporting €DE, and $2.7 million in indirect costs, a tabél
$40.5 million. CSM staff generated these numberglegtifying the total number of school employees
statewide (589,320), the average hourly compensatiothese employees ($55) and the average
amount of time to complete training (1 hour). Feporting and indirect costs, CSM staff reviewed 19
submitted claims.

Governor’'s Proposal:

The Governor proposes to provide $287 million fchiaol districts, county offices, and charter sckool
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in one—time discretionary Proposition 98 funds. Séhtunds would offset any existing mandate claims
for LEAs. Similar to prior years, this funding wdube allocated on a per ADA basis. LEAs can use
their funds for any purpose, however the Governoludes language suggesting that school districts,
COEs, and charter schools dedicate their one—timdsf to implementation of Common Core State
Standards, technology, professional developmemlyation programs for beginning teachers, and
deferred maintenance.

Providing funds on a per ADA basis means that &A&, including charter schools, would receive
some funding, regardless of whether they had siwbdhihandate claims, or the dollar amount of their
outstanding claims. As a result, the entire $28Haniwill not offset the mandates backlog, buthext
some lesser portion of the total, as determinethey5CO. The LAO estimates this offset amount to be
approximately $102 million.

The Governor provides $226.5 million for the K-12mdates block grant and $32 million for the
community colleges mandates block grant. The Gar&proposed funding for the K-12 mandates
block grant includes the addition of the new maadateporters training and reporting requirements
mandate to the mandates block grant with an arinaadase to the block grant of $8.5 million
(approximately 20 percent of the statewide cosinege developed by the CSM.) The Administration
estimate differs from the CSM, based on the Adnai®n's review of claims, with the largest
difference adjusting the average time of trainimd % minutes per employee. The Governor did not
provide a COLA for the mandates block grant.

LAO Analysis and Recommendations

The LAO’s recent reportThe 2017-18 Budget: Proposition 98 Education Analyanalyzes the
mandates backlog. The LAO continues to have cosce® in past years, that the Administration is
not effectively paying down the mandates backldge TAO notes that because many LEAs no longer
have claims, paying off mandates by providing a-ABA payment to all LEAs would be an
exceptionally costly way to eliminate the mandabexklog. In the LAO's 2016-17 analysis of
Proposition 98, the LAO proposed a different apphot paying off the claims, which would require
one-time payments to all LEAs with the requirem#rdt those who received funds wrote off all
remaining claim balances, The LAO continues to meo@nd that the Legislature take a more strategic
approach to reducing the mandates backlog.

The LAO also notes that the Governor's proposabitbthe mandatory reporter training mandate to the
mandates block grant is underfunding the mandaists.cThe LAO recommends instead adding this
new mandate and $41.9 million to the mandates byoakt, $33.4 million more than is included in the
Governor's budget. The LAO's estimate is basecherCiSM statewide costs estimate, but is adjusted
to better capture all school employees affectedhisymandate. The LAO notes that these mandated
activities are important to ensuring child abusd aaglect are properly identified and can leadrto a
improvement in a child's welfare. Based on thdlalbke data that led to the passage of the legisiat
that required the training, many districts were piatviding training for mandatory reporting before
was required.

The LAO also recommends adding a second mandateadbvities related to the California
Assessment of Student Performance and Progress $€RAand $25 million to the mandates block
grant. The CAASPP is the suite of assessmentstabe Isas developed to assess students on the new
statewide academic content standards. The new sassets are computer-based and require a
computing device and internet access at appropsi¢eds. The state has provided significant one-
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time funding to offset the costs of transitionigthe CAASPP. In 2013-14, the state provided $1.25
billion to LEAs to be used for professional devetamt, standards-aligned instructional materiald, an
technology. LEAs reported spending $577 milliortro$ funding on technology, including computing
devices and technology infrastructure. In additithe, one-time funds provided for mandate backlog
reduction in each of the past three years coulddeel for any purposes, including to implement new
assessments. Finally, the state created a progna®01i4-15 called the Broadband Infrastructure
Investment Grant program. The state has providgdr§iflion for the program thus far and funds are
used to assist schools who were unable to administestatewide tests or had low internet capanity
upgrading their systems. The CSM determined thstt ¢aims filed for a CAASPP mandate did
constitute a reimbursable mandate for the followmgivities: compliance with new minimum
technology requirements for giving the exam, owghsiof computer-based testing, scoring, and
reporting among other administrative tasks. The G&ftlmates 2015-16 costs for the mandate to be
$77 million. The LAO estimate takes into accourdtthearly all schools had the minimum internet
access required if testing was done across theewbsting window and adjusts the cost of computing
devices to come to their $25 million estimate. TH&O also recommends moving the CAASPP-
associated apportionment funding to the block greotaling approximately $12.8 million. This is
funding provided to LEAS per test-taking studenofiset the costs of testing students. This fugd
currently provided through the testing budget it@ma includes language that specifies that funds are
to offset any mandated costs. The Administratios hat proposed adding the CAASPP to the
mandates block grant at this time.

Staff Comments

Significant progress has been made in paying dbwmtandates backlog over the past few years with
the additional benefit that LEAs have received stireted one-time resources as the economy has
recovered and they build back programs for theideits. However, during this same time period,

there have been significant education reforms,utioly new academic content standards and
assessments that have required significant profesisidevelopment, instructional materials, and

technology upgrades. The Legislature may wish tesicer whether to continue to provide unrestricted

funds that count towards paying off the mandatelogc or whether, since the percentage of leakage
means that the majority of those funds do not redhe mandates backlog, they should be instead
specifically targeted to priority areas.

For the LEAs (95 percent) that participate in thenaates block grant, upfront funding, albeit reduce
funding, for mandated activities makes sense fronogerations standpoint rather than waiting for
claims to be paid on an unknown schedule. In th&t, ghe Administration and Legislature have
negotiated and added new mandates and fundingetbltitk grant on a case-by-case basis. As the
discussion above reports, there are two potentahdates that may be added to the block grant.
Ensuring that an adequate amount of funding is igeal for mandated activities will continue to
ensure the near-universal participation in the lblgant process continues and that the build-up of
mandate claims continues to slow. Adding the CAASRIhdate in a timely manner would also help
prevent claims building up on the state's booksally, the Legislature may wish to add a COLA to
the mandates block grant to ensure that the bloakt getains its purchasing power.
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Subcommittee Questions

1) Why did the DOF not apply a COLA to the mandditlexk grant to retain the purchasing power of
the grant?

2) What factors did the DOF consider in determinthg amount of funding to add to the K-12
mandates block grant for the mandatory reportanitg?

3) Is the DOF considering adding the CAASPP mantiatlee block grant in the May Revision? What
are the pros and cons of adding the mandate gbdims in time versus waiting another year?

Staff Recommendation

Hold open pending May Revision funding projections.
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Issue 3: Proposition 39 Energy Efficiency Projects

Description

The California Clean Energy Jobs Awias created with the approval of Proposition 39the
November 6, 2012 statewide general election. Uribex act, specific proceeds of corporate tax
revenues are allocated to the Clean Energy Joki@nelaund through 2017-18, and are available for
appropriation by the Legislature for eligible prigto improve energy efficiency and expand clean
energy generation. This item includes an updatprojects that have been completed or are underway
and the Governor’s proposal for the 2017-18 expgarsliof funds.

Panel:

* Dan Kaplan, Legislative Analyst's Office

* Cheryl Ide, Department of Finance

» Drew Bohan, California Energy Commission

* Debra Brown, Department of Education

e Carlos Montoya, California Community Colleges

Background:

Proposition 39 changed the corporate income taxe dodrequire most multistate businesses to
determine their California taxable income usingngle sales factor method. The increase in the'stat
corporate tax revenue resulting from Propositioni8&llocated half to the General Fund and half to
the Clean Energy Job Creation Fund for five fisgadrs, from 20134 through 2017-18. The Clean
Energy Job Creation Fund is available for approijomaby the Legislature for eligible projects to
improve energy efficiency and expand clean energyegation. For fiscal years 2013 through
2016-17 the state provided $1.4 billion in Proposit39 revenue for K-12 energy efficiency projects
and planning, $165.4 million for community collegeergy projects, and $56 million for a revolving
loan program to fund similar types of projects iottb segments. The state also provided smaller
amounts to the California Workforce Investment Bloaind the California Conservation Corps.

K-12 - Local Educational Agency Proposition 39 Awadl Program. SB 73 (Committee on Budget
and Fiscal Review), Chapter 29, Statues of 201tabkshes that 89 percent of the funds deposited
annually into the Clean Energy Job Creation Fund eemaining after any transfers or other
appropriations, be allocated by the State Superi@et of Public Instruction for awards and made
available to LEAs for energy efficiency and cleamemgy projects. Minimum grant amounts were
established for LEAs within the following averagaly attendance (ADA) thresholds:

« $15,000 for LEAs with ADA of 100 students or less.
« $50,000 for LEAs with ADA of 100 to 1,000 students.

* $100,000 for LEAs with ADA of 1,000 to 2,000 stutken
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The Energy Commission, in consultation with the &émpent of Education, the Chancellor's Office
and the Public Utilities Commission, was requirediévelop guidelines for contracts with LEAs. The
Energy Commission released these guidelines inibleee2013.

In order to receive an energy efficiency projeanyr LEAs must submit an expenditure plan to the
Energy Commission outlining the energy projectbedunded. The Energy Commission reviews these
plans to ensure they meet the criteria set fortithe guidelines. The Department of Education
distributes funding to LEAs with approved expenditiplans. LEAs can also request funding for
planning prior to submission of the plan. The Déapant of Education notes that as of February 2017,
1,646 LEAs have received planning funds and 1,0a@elreceived energy project funds and the
Energy Commission has approved $861 million ingutg. As shown below, through 2016-17, of the
total appropriated, $478 million is still unspemt.2017-18, the Governor projects that an addifiona
$423 million will be available. The Energy Commgassiis requiring LEAs to submit expenditure plans
for this final amount of funding by August 1, 201& ensure projects can be approved in time for
LEAs to encumber funds by the statutory date obJa( 2018.

Proposition 39: Clean Energy Jobs Act
Summary of Annual Appropriations, Payments, Recoveaes, and Energy Expenditure Plans
(EEP) Approvals as of January 2017

Annual Budget Appropriation, Funds Paid, and Balane Available by FY
Budget Authority
Year Budget Authority | Planning Funds Ppid EEP Fundd P Funds Returned Available
2013 $381,000,000 $ 153,337,7/' & 171,457,71p $1,464,8599% 57,669,369
2014 279,000,00(1) 239,212 205,284,975 154210 73,630,02:
2015 313,421,00(1) 222,519 193,020,358 0 120,178,123
2016 398,800,00d) 501,811 171,497,820 0 226,800,369
2013-16 Subtotdl $1,372,221,000 $154,301,320 $7418655 $1,619,069 $478,277,884
2017 Proposed 422,900,000 0 0 0 422,900§000
Total $1,795,121,000 $154,301,330 $741,260,865 $1089P $901,177,884
EEP Approvals and Funds Paid by LEA Type
By LEA Type EEP Approved EEP Funds Paid LEA Count

County Offices of Education $ 9,132,678 6,208,659 31

School Districts/State Special Schools 779,580|654 7,367,931 705

Charter Schools 72,385,819 57,740,275 B34

Total $ 861,099,144 $ 741,260,86% 1,070
Funds Invoiced and Returned by LEA Type
By LEA Type Invoiced Returned LEA County

County Offices of Education $ -1 $ - -

Charter Schools** $2,489,855 1,456,0p7 52

School District $214,436 163,042 B

Total $ 2,704,291 $ 1,619,069 55

** 42 out of the 52 charter schools invoiced atesed (81 percent).

Source: Department of Education
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The types of projects approved for K-12 educati@nas follows:

: Percentage of

Project Type Count Totalg
Lighting 7,895 50%
Lighting Controls 1,813 11%
HVAC 2,484 16%
HVAC Controls 1,593 10%
Plug Loads 862 5%
Generation (PV) 347 2%
Pumps, Motors, Drives 325 2%
Building Envelope 237 1%
Domestic Hot Water 164 1%
Kitchen 81 1%
Electrical 49 0%
Energy Storage 42 0%
Pool 13 0%
Power Purchase Agreements 27 0%
Irrigation 3 0%
Total Projects 9,888 100%

Source: California Energy Commission

California Community College Chancellor's Office.SB 73 established that 11 percent of the funds
deposited annually into the Clean Energy Job Qyedfund be allocated to the California Community
College Chancellor’s Office to be made availabledommunity college districts for energy efficiency
and clean energy projects.

In conjunction with the Energy Commission, the Gtelor's Office developed guidelines for districts
as they plan to use Proposition 39 funds. Fundig lteen distributed to colleges on a per-student
basis. In 2013-14, the Proposition 39 allocatios %86 per full-time equivalent students (FTES), $28
per FTES in 2014-15, $28.61 per FTES in 2015-16, $86.55per FTES in 2016-17. The guidelines
also sought to leverage existing energy efficiepmgrams, including partnerships most districts had
with investor-owned utilities. These partnershipsl lbeen in existence since 2006, thus most college
districts did not need to use Proposition 39 fanping; the planning was complete.
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According to the Chancellor's Office, for fiscalaye2016-17, $19.5 million of the $49.3 million in
funding has been allocated for 74 projects. ThenCéltor's Office estimates annual system-wide cost
savings of about $1.34 million from these projeétbout 65 percent of the projects were related to
upgrading lighting systems to make them more eneffigient 18 percent of the projects were related
to heating, ventilation, and air conditioning pg (HVAC). The chart below indicates uses of the
funding at community colleges in the past four geafrProposition 39.

The Chancellor's office reports that in the lastirfoyears, community colleges have spent $172.5
million on these projects and have achieved tHewahg savings:

« $14.9 million in annual energy costs savings
« 78.3 million kilowatt-hours annual savings

e 1.5 million therms annual savings

The the system spent $22 million of its Propositdéhfunding on workforce development programs
related to energy efficiency. Workforce developmdahds have been used to purchase new
equipment, create and improve curriculum, and pl@wprofessional development for faculty and
support for regional collaboration. Specifically489 certificates, degrees, and energy certifiogtio
were awarded in energy-related fields, such astawi®n, environmental controls technology and
electrical and electronics technology. Moreover,célleges have received Proposition 39 workforce
development funds. The display below provides akaewn of where workforce development funds
were distributed.

Prop 39 Year 1 Prop 39 Year 2 Prop 39 Year 3 Prop 39 Year 4
Projects Projects Projects Projects
. % of % of % of % of
Project
Tvpe Count Total Count | Total Count | Total Count Total
yp Projects Projects Projects Projects
Lighting 168| 56.38% 103| 44.02% 95| 54.60% 48| 64.86%
HVAC 57| 19.13% 65| 27.78% 49| 28.16% 13| 17.57%
Controls 44| 14.77% 42| 17.95% 12 6.90% 9| 12.16%
MBCx/RCx 13 4.36% 18 7.69% 11 6.32% 1.35%
Tech Assist 3 1.01% 0 0.00% 0 0.00% 0 0.00%
Self- . 2 0.67% 2 0.85% 2 1.15% 1 1.35%
Generation
Other 11 3.69% 4 1.71% 5 2.87% 2 2.70%
Total 98 100% 234 100% 174 100% 74 100%
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Number of Colleges Receiving
Region Prop. 39 Funding

(Workforce Development) Funds
Northern Coastal, Northern 8
Inland, Greater Sacramento
Bay Region 11
Central Valley, Mother Lode, 19
South Central
San Diego, Imperial, 14
Desert/Inland Empire
LA County, Orange County 15
Total 67

The Governor’s proposed budget provides $52.3 anilin Proposition 39 funding for community
colleges in 2017-18. The Chancellor’s Office repdrthat a call for projects was issued to community
college districts on January 20, 2017, and 58 ofligficts have responded and provided preliminary
project lists. The deadline to submit project agadions with detailed costs and scope informatan f
2017-18 is April 7, 2017. The Chancellor's Officetes that in the fifth year of projects, they will
focus on large scale projects such as self-geperati

California Energy Commission Energy Conservation Asistance Act — Education Subaccount:
Loan and Technical Assistance Grant Programin each of 2013-14 and 2014-15, $28 million was
appropriated to the Energy Commission for the Epefgnservation Assistance Act — Education
Subaccount for a total of $56 million. Of this amguabout 90 percent was to be made available for
low-interest or nednterest loans. The remaining 10 percent was tdaraesferred to the Energy
Commission’s Bright Schools Program to provide techl assistance grants to LEAs and community
colleges. The Bright Schools Program technicalstasce can provide American Society of Heating,
Refrigerating and AnConditioning Engineers (ASHRAE) Level Two energydisi to identify
costeffective energy efficiency measures. The Govesnmmdget does not include additional funding
for the Energy Commission revolving loan program.

California Workforce Investment Board (CWIB). SB 73 appropriates Proposition 39 funding to the
CWIB each year to develop and implement a competgrant program for eligible workforce training
organizations, which prepares disadvantaged yeoetierans, or others for employment.

California Conservation Corps. Funds have been allocated each year taCtdéornia Conservation
Corps for energy surveys and other energy conserveglated activities for public schools.

Governor’'s Proposal:

The Governor's budget estimates $968 million inpBsition 39 revenue, based on projections by the
Franchise Tax Board. Of this amount, one-half ($48Hion) is dedicated, primarily to schools and
community colleges, as follows:

e $423 million and $52 million to K12 school and community college districts, respetyi for
energy efficiency project grants.
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» $5.8 million to the California Conservation Corgs tontinued technical assistance telR
school districts.

* $3 million to the California Workforce Investmeno&d for continued implementation of the
job-training program.

Staff Comments

As the Proposition 39 Clean Energy Grant Prograarsneompletion, the Legislation may wish to
monitor final allocations, particularly in regartts K-12 projects as the process for approving [tsje
has been slower than that for community collegessagnificant funding remains available. To ensure
funds are expended as intended and all LEAs haveghortunity to participate, the statutory dates f
encumbrance of funding and subsequently the tireglestablished by the CEC for project approvals
may need to be re-examined and potentially adjusted

Subcommittee Questions

1) What types of projects have yielded the mostrgneavings for K-12 schools or community
colleges?

2) How many LEAs have not applied for Propositié¢hf@nding to date and does the CEC and CDE
anticipate these LEAs will apply by the end of gnant progam?

3) How much in funding does the CDE and CEC arai@pwvill remain unspent at the end of 2017-18
based on current trends/ projections?

4) What percentage of school sites have been inggraxth Proposition 39 funds?

5) Projects vary by the size of a recipient anddtiage of their facilities. How have smaller reeipis
and those with unique needs, i.e. charter schastsj Proposition 39 funds?

Staff Recommendation

Hold open pending May Revision revenue projections.
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6110 DEPARTMENT OF EDUCATION

Issue 4: Career Technical Education Incentive GranProgram

Panel:
. Natasha Collins, Legislative Analyst’s Office
. lan Johnson, Department of Finance
. Debra Brown, California Department of Education
. Donna Wyatt, California Department of Education

Background:

The California Department of Education defines eatechnical education as‘a..program of study

that involves a multiyear sequence of coursesititagrates core academic knowledge with technical
and occupational knowledge to provide students \aitpathway to postsecondary education and
careers.” It further defines 15 industry fields for careertirical education as noted in the table below:

Industry Sectors

A Ta B R T O o J R F I 1T P IS |
Agriculiure Health Selence and Medical Technology
Arts, Media, and Entertainment Hospitality, Towism, and Recreation
Buiiding Trades and Construction Information Technoiogy
Thicivmocs od Tioasas M A an i by i v o] Descd et Thas el o soevasead
LA i D Gl L LR M b L¥iclidddie bl LLEE dlid L LV el 1o Vi I AL LI
Child Development and Family Services  Marketing, Sales, and Serviees
T st o s AT Tal1as o T LTl o 5
LIKIEY dllu ULLILLIKES FUOLIE DCIVIECS
Engineering amd Desion ranstortatio

ngineering and Design Tramsportation
B R, [ U [ JRTRRTUL-TU o, T
Fashion and Interior Dresign

In recent years, career technical education haellabeen operated through Regional Occupational
Centers and Programs (ROCPs), which provide senfmehigh school students over 16 and some
adult students. According to the California Depamtnof Education, approximately 470,000 students
enroll in ROCPs each year. Students may receiweitig at schools or regional centers. The prowisio
of career technical education by ROCPs varies adtos state and services are provided under the
following organizational structures: 1) county ofiof education operates an ROCP in which school
districts participate, 2) school districts partatig in a joint powers agreement that operates aGRRO

or 3) a single school district operates an ROCRwdig for ROCPS historically was on an hourly
attendance basis, but is now provided under theH.CF

Prior to 2008-09, ROCPs received funding througbategorical block grant (approximately $450
million Proposition 98 annually). However under thaicy of categorical flexibility, school distrt
could use ROCP funds for any purpose through 2@LZ=bmmencing with the 2013-14 fiscal year,
the state transitioned to funding K-12 educatiodarrthe Local Control Funding Formula. This new
formula eliminated most categorical programs, idoig separate ROCP funding, and instead provided
school districts with a grade span adjusted per A@ount based on the number and type (low
income, English learner and foster youth studeetserate additional funds) of K-12 students. The
high school grade span rate included an additidréapercent increase over the base grant to ragrese

Senate Committee on Budget and Fiscal Review 21



Subcommittee No. 1 March 9, 2017

the cost of career technical education in high stshdowever, school districts are not required to
spend this funding on career technical educationonder to protect career technical education
programs as the state transitioned to LCFF, theslagre and the Governor enacted a maintenance-
of-effort requirement to ensure local educationgérecies continued to expend, from their LCFF
allocation, the same amount of funds on careemieaheducation as they had in 2012-13 through the
2014-15 fiscal year.

New Career Technical Education Incentive Grant Progam. In 2015-16, the Legislature and
Governor responded to concerns that career tedhedcecation programs needed additional support
outside of the LCFF in the short-term to ensureasngbility of quality programs by enacting the
Career Technical Education Incentive Grant progrdrhis grant program provides one-time
Proposition 98 funding for each of 2015-16 thro@@i 7-18 with a local matching requirement. The
funding amount and match requirement adjust eaah ges follows:

« 2015-16: $400 million, match requirement 1 : 1 (gfanding : local match)
« 2016-17: $300 million, match requirement 1: 1.5
« 2017-18: $200 million, match requirement 1 : 2
Within the annual allocation, the funds are furthebdivided in statute according to the following:

- Four percent designated for applicants with averdayly attendance (ADA) of less than or
equal to 140.

- Eight percent designated for applicants with ADAnudre than 140 and less than or equal to
550.

- 88 percent designated for applicants with ADA ofrenthhan 550.

School districts, charter schools, county officels emlucation, joint powers agencies, or any
combination of these are invited to apply for théseds to develop and expand career technical
education programs. Matching funds may come fronsaLdControl Funding Formula, foundation
funds, federal Perkins Grant, California Partngrshtademies, the Agricultural Incentive Grant, and
any other fund source with the exception of theif@alia Career Pathways Trust. Grantees are also
required to provide a plan for continued supporttted program for at least three years after the
expiration of the three year grant. New granteeshose that applied but did not receive fundimg i
the initial year, may apply in later years. Addia minimum eligibility standards include:

e Curriculum and instruction aligned with the Calii@ Career Technical Education Model
Curriculum Standards .

e Quality career exploration and guidance for stuslent

e Pupil support and leadership development.

« System alignment and coherence.

« Ongoing, formal industry and labor partnerships.

« Opportunities for after-school, extended day, amdad-school work based learning.

« Reflect regional or local labor market demands, faeds on high skill, high wage, or high
demand occupations.

« Lead to an industry recognized credential, cedtB¢ or appropriate post-secondary training
or employment.
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« Skilled teachers or faculty with professional depshent opportunities.
« Data reporting.

The CDE in conjunction with the California StateaBd of Education (SBE) shall determine whether a
grantee continues to receive funds after the Inij@ar based on the data reported by program
participants.

2015-16 and 2016-17 Career Technical Incentive GraRrogram Funding. The 2015-16 and 2016-
17 Budget Acts included $400 and $300 million, ezsiwely, in one-time Proposition 98 funding for
the Career Technical Education Incentive Grant Rirog The majority of the funds are allocated to
program applicants and one percent, will be usetkfdhnical assistance activities.

The CDE identified and the state board of educadigoroved 365 applicants for grantees in 2015-16.
In 2016-17, the CDE has identified and is taking state board of education for approval, 362 rehewa
applications. In addition, new grantees for thd@Q7 year were approved by the state board of
education in September of 2016.

The per ADA grant amount is determined within esizle-based grant allocation, as follows:

* A base amount calculated on an LEA’s proportiohaks of the total ADA in grades seven
through twelve.

* A supplemental allocation formula calculated onheaicthe following:
0 A new career technical education program.
English-learner, low-income, and foster youth stude
Higher than average dropout rates.
Higher than average unemployment rates.
Current student participation in career technicaloation programs.
Regional collaboration.
Location within a rural area.

O 0O O0OO0OO0Oo

In order to award the technical assistance furtts,GDE divided the state into seven regions and
solicited grantees to provide technical assistafidtee CDE has identified the following county of&

to provide regional technical assistance: Buttegsko, Los Angeles, Napa, Sacramento, San
Bernardino, and Santa Barbara.

Governor’'s Proposal

The Governor’s budget proposal reflects the thedryof Proposition 98 funds for the career technica
incentive grant program, $200 million in one-tinoads.

Staff Comments

The new Career Technical Education Incentive Gpragram is intended to allow school districts,
charter schools, county offices of education, amdtjpowers agencies an additional three years to
transition to funding of career technical educateithin the LCFF. The new program is further
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intended to incentivize high-quality, sustainabl€ECprograms, replacing the ROP maintenance-of-
effort requirement included under the LCFF. Whiie toll-out of the program in 2015-16 was slower
than anticipated, the overwhelming majority of aggoits met the renewal criteria and applied for
grants in year two. The Legislature may wish toticwe to monitor the success of the program and
how grantees used the funds and plan to sustaah poograms after the funding expires in the coming
year.

Subcommittee Questions

1) What are the most common uses of grant funding?w Hany grantees established new
programs versus funded existing programs?

2) What are some examples of the technical assistznostded in the regions identified for grant
funding?

Staff Recommendation. Hold open pending May Revision.
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Issue 5: Career Technical Education Pathways Progra

Panel:
. Natasha Collins, Legislative Analyst’s Office
. lan Johnson, Department of Finance
. Debra Brown, California Department of Education
. Donna Wyatt, California Department of Education

Background:

SB 70 (Scott), Chapter 352, Statues of 2005 credtedCareer Technical Education (CTE) Pathways
program. The bill required the California Commun@glleges Chancellor’'s Office (CCCCO) and the

CDE work together in an effort to create seamledbways for students from middle school through

the community college system and beyond. Projeatsveork were developed based on six themes
including 1) Career Pathways and Articulation farECStudents 2) Career Planning and Development
3) Programs for Underserved Students 4) Busineddratustry Engagement in CTE 5) CTE Teacher

Recruitment and Professional Development and 6a€lapBuilding, Research, and Evaluation. The

program was later reauthorized through SB 1070r{B¢eg), Chapter 433, Statutes of 2012.

The CDE has been provided with $15,.4 million ariyuaf the total program appropriation of $48
million. The CDE has used these funds for a varéfgrograms to support CTE in the state, including
the following:

1) Over 125 California Partnership Academies througlio® state, providing direct services
to high risk students (approximately 25,000) wheehsuccessfully completed CTE and
academically integrated pathways.

2) CTE Online: California’s repository for CTE curriomn designed by CTE teachers for
CTE teachers and has been vetted through acadentnefs.

3) CTE TEACH: California’s CTE teacher induction anémioring program for new CTE
teachers just entering the classroom.

4) Career Technical Student Organizations (approxiina#0,000 students) providing
students with leadership development and the phbditest their skills with industry based
on their classroom instruction.

5) Leadership Development Institute (LDI) training namd aspiring CTE leaders in CTE
program administration.

6) UC a-g In-service Workshops provides workshop<CfoE and academic teachers to
produce CTE courses meeting the UC a-g requirenfengimission.

7) Virtual Counselor which combines California CarBesource Networks’s existing online
resources including the California Career Center@alifornia CareerZone.

8) Health Science Capacity Building Pathways in gratiéd

| CDE Project | Status | Amount |
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California Partnership Academies Continuation 860,

UC A-G Continuation $600,000
CTE Online Continuation $1,000,000
CTE Teach Continuation $1,000,000
Leadership Development Institute Continuation $300

CTE Student Organizations Continuation $1,350,000
Virtual Counselor Continuation $125,000
CPA Grants Continuation $9,230,000
Health Science Grants Continuation $1,025,000
Teacher Pipeline New $340,000
Teacher Certification New $340,000
Total $15,360,000

Source: California Department of Education

Governor’'s Proposal

The Governor includes the funding for CDE’s portiinthe SB 1070 funds ($15.4 million) into the
community colleges strong workforce program. Untles program, the efforts previously funded
through CDE are no longer required to be fundesdwer the community colleges must consult with
education and community partners, including K-1@aadion, when planning how to expend funds.

Subcommittee Questions

1) What programs do CDE, DOF, or LAO see as prioriftigsmaintaining resources for the CTE
system? Under the Administration’s Proposal how leidbese programs be incorporated into
the Strong Workforce Program?

Staff Recommendation. Hold open pending May Revision.
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6600 HASTINGS COLLEGE OF LAW

| Issue 1: Governor’s Budget Proposal

Panel
e Jack Zwald, Department of Finance
e Jason Constantouros, Legislative Analyst’s Office
e David Seward, Hastings College of Law

Background

Hastings College of the Law (Hastings) was founded in 1878 by Serranus Clinton Hastings, the first
Chief Justice of the State of California. On March 26, 1878, the Legislature provided for affiliation
with the University of California. Hastings is the oldest law school, and one of the largest public law
schools, in the western United States. Policy for the college is established by the board of directors and
is carried out by the chancellor and dean and other officers of the college. The board has 11 directors:
one is an heir or representative of S.C. Hastings and the other 10 are appointed by the Governor and
approved by a majority of the Senate. Directors serve for 12-year terms. Hastings is a charter member
of the Association of American Law Schools and is fully accredited by the American Bar Association.
The Juris Doctor degree is granted by the regents of the University of California (UC) and is signed by
the president of the University of California and the chancellor and dean of Hastings College of the
Law.

The mission of Hastings is to provide an academic program of the highest quality, based upon
scholarship, teaching, and research, to a diverse student body and to ensure that its graduates have a
comprehensive understanding and appreciation of the law and are well-trained for the multiplicity of
roles they will play in a society and profession that are subject to continually changing demands and
needs.

The 2016-17 budget provided $1 million in ongoing funding for Hastings operational costs to support
the four-year investment plan in higher education, which began in 2013-14. The 2015-16 budget
authorized $36.8 million in state lease-revenue bonds to build a new academic facility on vacant land
owned by Hastings. The new facility is intended to replace an existing academic facility whose
building systems are reaching the end of their useful lives. Hastings will use a design—
build procurement method for the project. The 2016-17 budget increased funding for the project by
$18.8 million due to higher-than—expected construction costs. Additionally, the 2016-17 budget
included $2 million one-time for deferred maintenance.

In 2009-10, enrollment at Hastings reached a high point at 1,179 full-time equivalent (FTE) resident
JD students. Since then, enrollment has declined to 915 FTE resident JD students in 2016-17 and an
estimated 898 FTE resident JD students in 2017-18. Hastings argues that it has reduced JD enrollment
because of its concerns about the job market for its graduates, and its efforts to boost the qualifications
of its student body by being more selective in its admissions. In addition to its JD program, Hastings
also offers a Masters of Law (LL.M) in U.S. Legal Studies. In 2016-17 Hastings enrolled 25.5
students, and in 2017-18, it estimates 30 FTE students. Hastings is not budgeted on a per-student basis,
and as a result the law school’s state budget appropriation has not been adjusted to reflect the decrease
in enrollment.
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Hastings does not receive funding from the University of California, instead Hastings has a separate
budget line item. While Hastings contracts with UC for payroll, police services, investment
management and reprographic services, and it is a passive participant in UC’s retirement and health
benefits program. As stand-alone institution, Hastings states that it does not enjoy the economic
benefits of integration with a larger institution with extensive economies of scale or substantial
endowment. Hastings is obligated to fund costs that are funded at that the campus level at other law
schools such as security, payroll and human resources, bursar and records, compliance and finance and
financial reporting. Hastings relative small size means relatively high fixed costs that do not fluctuate
with enrollment.

Tuition at Hastings is $44,218 in 2016-17, and it expects to keep tuition flat in 2017-18. This is the
fifth consecutive year that tuition has been frozen. Student fees are the primary source of funding for
Hastings, accounting for nearly 75 percent of the revenues supporting the core operations (including
revenue used for financial aid). While Hastings is proposing to hold tuition fees flat, it anticipates
tuition revenue to decline by $600,000 due to a projected decrease in enrollment.

Governor’s Budget

The 2017-18 budget proposes a $1.1 million General Fund ongoing unallocated increase to Hastings
budget. The charts below describes Hastings total budget.

Hastings Core Budget
(Dollars in Millions)

Change From

2015-16 | 2016-17 | 2017-18 201617

Actual Revised Proposed | Amount | Percent
Reserve at start of year $26.1 $24.9 $18.5 -$6.4 | -25.8%
Funding
General Fund—ongoing $10.6 $11.7 $12.7 $1.1 9.2%
General Fund—one time 0.0 2.0 0.0 -2.0 —
Subtotals (%$10.6) ($13.7) ($12.7) (-$0.9) | (-6.8%)
Gross tuition and fee $40.3 $41.7 $41.1 -$0.6 -1.3%
revenue
Other core? 1.6 1.6 1.6 — 2.8
Totals $52.5 $56.9 $55.5 -$1.4 -2.5%
Spending
Instruction $21.2 $21.8 $22.1 $0.3 1.2%
Tuition discounts 12.1 16.0 18.9 2.9 17.9
Institutional support 10.9 12.7 12.4 -0.3 2.1
Student services 4.4 4.9 4.9 -0.0 -0.2
Law library 2.8 3.0 3.1 0.0 0.8
Facility maintenance 24 4.9 2.5 -25 | -49.6%
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Totals $53.7 $63.4 $63.8 $0.4 0.7%
Annual Deficit -$1.2 -$6.4 -$8.3 -$1.9 29.2%
Year-end reserve $24.9 $18.5 $10.2 -$8.3 | -45.0%

®Includes funding from auxiliary programs for overhead, investment income, income
from scholarly publications, and state lottery.

Legislative Analyst’s Office Comments

In order to attract additional higher-performing students, Hastings proposes to augment spending on
tuition discounts by $2.9 million (17.9 percent) over current year levels. In so doing, Hastings indicates
that it hopes to boost its competitiveness and national ranking among law schools. (According to the
U.S. News and World Report, Hastings is ranked 50th in the nation’s top law schools.) Tuition
discounts typically are awarded based on merit rather than need, this increased aid likely is benefitting
applicants who would attend law school anyway, rather than targeting resources toward the school’s
neediest applicants.

The Legislative Analyst’s Office (LAO) notes that Hastings is on track to spend $63.4 million in core
funds in 2016-17, while only receiving $56.9 million in revenues—reflecting a $6.4 million operating
deficit. Under Hastings’ 2017-18 spending plan, this gap between spending and revenues would grow
to $8.3 million. The school plans to use their reserve (core funding, which generally consists of tuition
and other non-state funds) to cover its anticipated operating deficits. Under its proposed spending plan,
Hastings’ reserve would drop from $25 million at the start of 2016-17 to $10.2 million by the end of
2017-18.

Hastings has developed a plan to bring spending in line with projected revenues by (1) reducing
spending on tuition discounts beginning in 2018-19, and (2) increasing tuition by 10 percent in 2019-
20, followed by an additional seven percent increase in 2020-21. By 2020-21, Hastings indicates it
hopes to end its deficit spending and start building back a reserve.

The enhanced discounts would only be offered to students for one additional year, and the LAO states
that Hastings’ proposed approach likely would not accomplish any long-term policy goals. Instead, it
would provide a short-term benefit to one cohort of students while creating a deficit that likely will be
paid down by future students through tuition increases. In addition, the LAO notes that Hastings’
budget shortfall also could put pressure on the Legislature to provide additional funding to help
stabilize the school’s financial condition.

Staff Recommendation: Hold Open.
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6980 CALIFORNIA STUDENT AID COMMISSION

Since its creation by the Legislature in 1955, the California Student Aid Commission (CSAC) has
continued to operate as the principal state agency responsible for administering financial aid programs
for students attending public and private universities, colleges, and vocational schools in California.
The mission of CSAC is to make education beyond high school financially accessible to all
Californians by administering state-authorized financial aid programs.

CSAC is composed of 15 members: 11 members are appointed by the Governor and confirmed by the
Senate, two members are appointed by the Senate Rules Committee and two members are appointed by
the Speaker of the Assembly. Members serve four-year terms except the two student members, who
are appointed by the Governor, and serve two-year terms.

3-YR EXPENDITURES AND POSITIONS

Positions Expenditures
201516 201617 201718  2015-16* 201817 2017-18*
5755 Financial Aid Grants Program T24 64.5 B45 §2,015997 82079007 82107315
500100 Administration 325 325 325 376 3,855 3,854
500200 Administration - Distributed - -3 716 -3, 855 -3 854

TOTALS, POSITIONS AND EXPENDITURES (All Programs)  104.9 7.0 97.0  $2,015,997 $2,079,007 $2,107,315

FUNDING 2015-16* 201817 201718

0001  General Fund 51479016 51,130,082 81,152 832
0895 Reimbursements 535525 943 823 843 323
3263 College Access Tax Credit Fund 1.456 5102 11,160
TOTALS, EXPENDITURES, ALL FUNDS $2,015997 $2,079,007 $2107.315

Issue 2: Governor’s Budget Proposal

Panel:
e Bijan Mehryar, Department of Finance
e Lupita Alcala, Executive Director, California Student Aid Commission
e Paul Golazewski, Legislative Analyst’s Office

The Cal Grant program is the primary financial aid program run directly by the state. In 1955, the
Legislature established a merit-based, competitive State Scholarship program for financially needy
students attending either public or private institutions. In the late 1970s, the Legislature consolidated
the State Scholarship program and other aid programs that it had created over the years into the Cal
Grant program. In 2000, the Legislature restructured the Cal Grant program into an entitlement
program for students meeting certain financial and merit-based eligibility criteria, as well as a
competitive program for students not meeting all the entitlement criteria.

There are three types of Cal Grant awards: 1) the Cal Grant A covers full systemwide tuition and fees
at the public universities and up to a fixed dollar amount toward costs at private colleges; 2) the Cal
Grant B is designed for students with the lowest household income. It provides stipends, known as
access awards, to help pay for books, supplies, and transportation as well as covers tuition in all but the
first year of college; and 3) the Cal Grant C provides up to a fixed amount for tuition and fees and
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other costs for eligible low-and middle-income students enrolled in career technical education
programs. The following chart displays the various Cal Grant award amounts and eligibility criteria.

Cal Grant Award Amounts and Eligibility Criteria

Award Amounts
Cal Grant A
Tuition awards for up to four years.
Full systemwide tuition and fees ($12,294) at UC.
Full systemwide tuition and fees ($5,472) at CSU.
Fixed amount ($9,084) at nonprofit or WASC-accredited for-profit colleges.
Fixed amount ($4,000) at other for-profit colleges.
Cal Grant B
e Upto $1,678 toward books and living expenses for up to four years.
e Tuition coverage comparable to Cal Grant A award for all but first year.
Cal Grant C
e Upto $2,462 for tuition and fees for up to two years.
e Up to $547 for other costs for up to two years.

Financial Eligibility Criteria (for Dependent Students)

Cal Grant Aand C
e Family income ceiling: $81,300 to $104,600, depending on family size.
e Asset ceiling: $70,000.
e Financial need: varies by institution.*

Cal Grant B
e Family income ceiling: $38,000 to $57,500, depending on family size.
e Asset ceiling: $70,000.
e Financial need: at least $700.?

Nonfinancial Eligibility Criteria

High School Entitlement (A and B)
e High school senior or graduated from high school within the last year.
e Minimum high school GPA of 3.0 for A award or 2.0 for B award.
Transfer Entitlement (A and B)
e CCC student under age 28 transferring to a four-year school.
e Minimum college GPA of 2.4.
Competitive (A and B)
e Not eligible for entitlement award.
e Minimum high school GPA of 3.0 for Cal Grant A award and 2.0 for Cal Grant B

award.
e State law authorizes 25,750 new awards per year.
Competitive (C)

e Must be enrolled in career technical education program at least four months long.
e No GPA minimum.
e State law authorizes 7,761 new awards per year.

*Financial need is the difference between (1) total cost of attendance (including living
expenses) and (2) the expected family contribution, as calculated based on the Free
Application for Federal Student Aid. For Cal Grant A and C awards, the minimum
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financial need a family must have is linked to tuition at UC and CSU and Cal Grant
award levels at private, nonprofit and for-profit institutions.

WASC = Western Association of Schools and Colleges and GPA = grade point
average.

In addition to Cal Grants, CSAC administers various other financial aid programs, including:

e The California Dream Act. The Dream Act was implemented in 2013-14, and allows
undocumented and nonresident documented students who meet AB 540 (Firebaugh), Chapter
814, Statutes of 2001, requirements to apply for and receive private scholarships funded
through public universities, state-administered financial aid, university grants, community
college fee waivers, and Cal Grants. The Dream Act application is similar to the process of
filing a Free Application for Federal Student Aid (FAFSA) and grade point average (GPA)
verification. Applicants who meet the Cal Grant eligibility requirements (as mentioned above)
are offered a Cal Grant award. Below is a chart from CSAC displaying Dream Act award offers
and payments by segments.

Dream Act Award Offers & Payment by Segment

2015-16 2016-17 (not final) 2017-18
Offered Paid Paid | Offered Paid Paid | Offered
Awardees | Recipients | Rate | Awardees | Recipients | Rate | Awardees

Community
College 4,085 2,235 55% | 4,592 1,986 43% | 1,186
uc 1,078 5983 91% | 1,346 1,046 78% | 656
csu 2,392 1,866 78% | 3,233 1,970 61% | 1,836
Private
Non-Profit 188 113 60% | 253 143 57% | 254
For-Profit 35 13 37% | 54 16 30% | 16
Total 7,778 5,210 67% | 9,478 5,161 54% | 3,948

e The Middle Class Scholarship Program. In 2014-15, the Legislature established the Middle
Class Scholarship (MCS) program, which students with household incomes and assets each
under $156,000 may qualify for an award that covers their tuition (when combined with all
other public financial aid). The program is being phased in, with awards in 2016-17 set at 75
percent of full award levels, increasing to 100 percent at full implementation in 2017-18. CSAC
provides these scholarships to eligible students who fill out a federal financial aid application,
though the program is not need-based according to the federal government’s financial aid
formula. Unlike Cal Grants, the program is not considered an entitlement, with program
funding levels capped in state law. If funding were insufficient to cover the maximum award
amounts specified in law, awards would be prorated downward. Current state law appropriates
$74 million for 2016-17, increasing to $117 million in 2017-18 to reflect the phase in of award
coverage.
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Governor’s Budget

The Governor proposes a $28 million (1.4 percent) increase for CSAC over the revised 2016-17 level.
The two main fund sources for CSAC are state General Fund and federal Temporary Assistance for
Needy Families (TANF) funds. Under the Governor’s proposal, General Fund spending increases by
$23 million, while TANF funds remain flat. In spring 2016, the state revised 2015-16 Cal Grant
spending to $1.9 billion, based on CSAC’s spring estimates. The Governor’s 2017-18 budget assumes
the same level of spending.

The Administration proposes to reduce the statutory appropriation for the MCS for 2017-18 from $117
million to $74 million due to lower than expected participation and also to phase out the program and
funding only renewal awards for prior-year recipients. The Governor also proposes to set the program
statutory funding level at $45 million in 2018-19, $28 million in 2019-20, and $2 million in 2020-21.
The Administration notes that this phase out is intended to address a state budget shortfall, while
prioritizing state aid for financially need students served through the Cal Grant program.

The Governor revises down estimated Cal Grant costs in 2016-17 by $52 million to reflect an
estimated three percent drop in recipients from 2016-17 Budget Act assumptions. Compared to the
revised 2016-17 level of spending, he projects a $34 million increase in 2017-18. The increase
primarily is due to a projected two percent increase in participation, offset by savings from a scheduled
decrease to the award for students attending private, nonprofit colleges.

The Governor’s estimate for 2017-18 does not assume any changes in tuition and fees except for a $54
increase (five percent) in UC’s Student Services Fee. The LAO chart on the following page displays
the CSAC budget, including program expenditures and funding source.
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California Student Aid Commission Budget
(Dollars in Millions)

Change From 2016-
2015-16 2016-17 2017-18 L7
Revised Revised Proposed Amount Percent

Expenditures
Local Assistance
Cal Grants $1,916° $1,952 $1,986 $34 1.7%
Middle Class 48 74 74 — —
Scholarships
Assumption Program of 14 10 7 -3 -33
Loans for Education
Chafee Foster Youth 11 14 14 — —
Program
Student Opportunity and 8 8 8 — —
Access Program
National Guard 2 2 2 — —
Education Assistance
Awards
Other Programs” 1 1 1 —° 3.7
Subtotals ($2,002) ($2,062) ($2,093) ($31) (1.5%0)
State Operations $14 $17 $14 -$2 -14%
Totals $2,016 $2,079 $2,107 $28 1.4%
Funding
State General Fund $1,479 $1,130 $1,153 $23 2%
Federal TANF 521 926 926 — —
Other federal funds and 15 18 18 -1 -2.8
reimbursements
College Access Tax 1 5 11 6 119
Credit Fund

Reflects amount assumed in the Governor’s budget. The California Student Aid Commission

estimates expenditures to be $56 million lower.

®Includes Cash for College, Child Development Teacher/Supervisor Grants, Graduate Assumption

Program of Loans for Education, John R. Justice Program, Law Enforcement Personnel

Dependents Scholarships, and State Nursing Assumption Program of Loans for Education for

Nursing Faculty.

“Less than $500,000.

TANF = Temporary Assistance for Needy Families.
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Additionally, the Department of Finance chart below displays the 2017-18 distribution of financial by
institution type.

Figure HED-02
Distribution of Financial Aid by Institution Type, 2017-18
(Dollars in Millions)

WASC-Accredited Other For-Profit
For-Profit Institutions, $8
Institutions, $8

California
Community
Colleges, $145

=

University of
California, 3917

Califomia State

University, $754

Includes the Cal Grant and Middle Class Scholarship programs.
"WASC" is the Westem Association of Schools and Colleges, a regional accrediting agency recognized by the U.S.
Department of Education.

Legislative Analyst’s Office Comments

The state budget funds Cal Grant costs assuming full tuition coverage for students attending UC and
CSU. This means that Cal Grant costs increase when the universities raise tuition. Tuition increases
also can affect Middle Class Scholarships, as state law sets those awards to equal a percentage of
tuition, though this program’s costs are capped in state law. The Governor assumes no changes to UC
and CSU tuition, aside from a $54 (five percent) increase in UC’s systemwide student services fee. The
budget assumes the increase in the UC student services fee in turn increases Cal Grant spending in
2017-18 by $3.8 million. The LAO estimates that UC’s and CSU’s tuition increases would increase
state Cal Grant spending by $20.2 million and $27.2 million, respectively, in 2017-18.

In September 2016, CSAC revised its estimate of 2015-16 Cal Grant spending down by $56 million.
Historically, at that point in time, almost all of Cal Grant payments have been made for the prior fiscal
year. The LAO recommends the Legislature recognize CSAC’s updated estimate of 2015-16 program
costs, which would increase the state’s incoming General Fund balance by $56 million compared to the
Governor’s budget. Additionally, CSAC will update its current-year and budget-year estimates in April
for inclusion in the May Revision. As these estimates will be based on more recent trends in paid
recipients, the LAO recommends the Legislature revisit CSAC’s estimates at that time.

Middle Class Scholarship. In 2016-17, about five percent of UC students and 12 percent of CSU
students are expected to receive a MCS. This difference between the segments is likely due to
differences in student populations and institutional aid programs, with CSU having less grant aid
available per student. Students with household income of $50,000 or less make up only a small share
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of UC recipients but comprise nearly one-fifth of CSU recipients. The LAO display below provides a
breakdown of MCS by household income at UC and CSU.

Figure 29
Middle Class Scholarships by Household Income
2016-17

uc csu

[] Less than $50,001 $50,001 to $100,000 [Jl] $100,001 to $156,000

Typically, students with household income at or below $50,000 have their tuition covered through Cal
Grants or institutional aid programs and therefore would not qualify for a MCS. According to CSU,
many of the lowest-income students receiving a MCS have exceeded the time limits for other sources
of aid. A time limit for MCS is taking effect for the first time starting in 2016-17. The vast majority
also are considered independent—meaning they are over age 24, married, or have dependents. These
independent students generally require a very low-income to receive other forms of grant aid.

Students with household income between $50,001 and $100,000 also might have exceeded time limits
for other programs or be considered independent for financial purposes. Additionally, many students in
this income bracket might not meet the eligibility requirements for other aid programs. For instance,
students in this bracket could be excluded from the Cal Grant program because they exceed that
program’s income ceiling, which varies depending on the student’s family size and high school grade
point average. Moreover, most students in this income bracket would not qualify for CSU’s
institutional aid and some at the higher end might not qualify for UC’s aid program. Additionally, in
order to receive a Cal Grant, students must meet certain grade point averages (GPA), whereas the MCS
does not have a GPA requirement.

Staff notes that Senate Bill 81 (Committee on Budget and Fiscal Review), Chapter 22, Statutes of
2015, implemented several reforms to the MCS. These changes include implementing a four- or five-
year participation time-limit for the program similar to limits imposed in the Cal Grant program, asset
limit, and allows income and asset limits to increase with the Consumer Price Index.

The LAO notes that prioritizing aid for financially neediest students is the most effective approach to
providing access to higher education. In particular, research indicates that grants provide greater
improvements in persistence and completion for lower-income students as compared to middle- and
upper-income students.
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The LAO notes that prioritizing aid is difficult due to patchwork of financial aid programs, which have
different financial need criteria as well as nonfinancial requirements, such as GPA and age. The LAO
notes that the Legislature may wish to consider ways to restructure aid programs. One potential
restructuring approach is to consolidate existing aid programs into a single state grant. Alternatively,
the Legislature could retain the current array of programs but establish a core set of uniform and
coordinated eligibility requirements across them. Under either approach, the Legislature would be
better positioned to assess ways to prioritize aid among students.

Staff Comments

According to the National Bureau of Economic Research, low-income students are much less likely
than higher income students to enroll in or complete college, and in recent decades, income gaps have
grown. Cal Grants are a critical tool to help low-income students attend college and graduate. Cal
Grants provide the possibility of upward mobility for low-income California students.

The 2017-18 FAFSA allowed high school seniors and college students to complete a FAFSA, or
CADAA beginning on October 1, 2016, rather than begging on January 1, 2017. This earlier
submission date is a permanent change, allowing students to complete and submit a FAFSA earlier.
Additionally, students and their families will now be required to report income and tax information
from an earlier year. For example, on 2017-18 FAFSA, students or their parents will report their 2015
income and tax information, rather than their 2016 information.

The California Dream Act application allows students who qualify under AB 540 (Firebaugh), Chapter
814, Statutes of 2001, to apply for various forms of state-funded financial aid, such as the Cal Grant
Program, MCS, board of Governor’s Fee Waiver at California Community Colleges, and institutional
aid. Additionally, under AB 540, these students would be eligible to pay for resident tuition. Senate
Bill 68 (Lara), pending in Senate Education Committee, seeks to expand eligibility for students to
qualify under AB 540. These students are not eligible for federal financial aid, and cannot complete the
FAFSA, and instead fill out the CADAA. Similar to the FAFSA, the CADAA is now available for
students to complete on October 1%, rather than January 1.

Earlier this year, concerns were raised that the number of submitted Dream Act applications appeared
to be significantly lower than in previous years. In mid-February, the commission had received about
60 percent of the number of applications it had received in 2016. High school counselors, college
financial aid officials and higher education experts reported that concerns regarding changes in federal
immigration practices were causing reluctance among some undocumented students to apply for state
financial aid.
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After a significant publicity campaign, CADAA submission numbers improved dramatically. The chart

below indicates applications were received this year and last year as of March 3, 2017.

2017 Total Renewals New
On time 35,882 22,727 13,155
Late 0 0 0
Total 35,882 22,727 13,155
2016 Total Renewals New
On time 34,169 20,965 13,204
Late 12,985 5,387 7,598
Total 47,154 26,352 20,802

As shown above, the number of on time CADAA in 2017 is higher than are higher than last year.
While application numbers continue to increase each year, the overall paid rate continues to remain
low for these students. This low paid rate amongst awardees, particularly at the community colleges is
a concern. As shown in a previous chart, though not finalized, the 2016-17 paid rates for community
college students is about 43 percent, whereas the paid rate for UC students is about 78 percent. Most
recent data provided by CSAC, as of March 10", shows the 2016-17 paid rate for CCC students is
about 46 percent, whereas the paid rate of UC and CSU students is about 86 percent and 68 percent,
respectively. Students are given 15 months to take action on their Cal Grant awards before being
withdrawn. The subcommittee may wish to ask CSAC why community college students paid rate is
significantly lower than other institutions, even though they account for the largest number of students
offered who were offered grants. Additionally, the subcommittee may wish to ask CSAC if they
anticipate the paid rate for CCC students to increase, and what methods CSAC may use to increase the
paid rate for these students.

Staff Recommendation. Hold Open.
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Issue 3: Cal Grants for Students at Private Nonprofit and Private For-Profit Institutions

Panel

o Bijan Mehryar, Department of Finance
o Paul Golazewski, Legislative Analyst’s Office
o Lupita Alcald, Executive Director, California Student Aid Commission

e President Ann McElaney-Johnson, Mount Saint Mary’s College
e Rudy Amaya, Student, University of La Verne

Background. California has about 175 nonprofit colleges and universities and more than 1,000
for-profit institutions. California’s share of students in nonprofit colleges is lower than the rest of the
nation, whereas its share in for-profit colleges is similar to the rest of the nation. Based on fall 2015
estimates, California’s private nonprofit institutions enrolled about 279,000 full-time equivalent (FTE)
students, and its private for-profit institutions enroll about 261,000 FTEs. Moreover, in 2016-17,
students attending private nonprofit institutions received about $229 million, and students attending
private for-profit institutions received about $17 million in Cal Grant funding.

As noted in the previous section, the maximum tuition award for Cal Grant A and B recipients is equal
to the mandatory systemwide tuition and fees at the UC and CSU. The award at private nonprofit
institutions and private, for profit institutions that are accredited by the Western Association of Schools
and Colleges (WASC) and the award at private, for profit institutions that are not WASC-accredited
are determined in the budget. As a savings measure, the 2012 Budget Act put in place reductions to the
Cal Grant award amounts for independent nonprofit and accredited for-profit institutions from $9,084
to $8,056 starting in 2014-15. However, subsequent actions have postponed the reduction. Recently,
the 2015-16 budget delayed the reduction until 2017-18. The reduction is set to apply prospectively to
new award recipients only.

Governor’s Budget. The Governor’s proposes to allow the scheduled reduction to go into effect.
CSAC estimates the reduction will affect about 8,500 new Cal Grant recipients in 2017-18 and projects
an associated $7.4 million in savings. The number of recipients affected and the associated savings will
more than triple over the following three years as recipients “grandfathered” in at the higher rate exit
the program.

Staff Comments. Throughout its history, the Cal Grant program has provided aid to students attending
either public or private institutions, thereby providing low-income students a choice over their
postsecondary education. The Association of Independent California Colleges and Universities notes
that 42 percent of their Cal Grant recipients are Latino, 16 percent are Asian/Pacific Islander, and
seven percent are African American. Moreover, about 45 percent of their Cal Grant recipients are first
generation college students. The LAO notes that prior to the restructuring of the Cal Grant program in
2000, state law called for the maximum private award to be set by adding together (1) 75 percent of the
General Fund cost per CSU student, and (2) the average of the tuition and fees charged by UC and
CSU. The policy served as an aspirational goal against which to measure state funding. As part of the
Cal Grant program restructuring in 2000, the Legislature removed these provisions from state law. The
LAO recommends the Legislature establish a statutory policy for private awards similar to the one in
effect prior to 2000. If the Legislature were to use the same policy from back then, the LAO calculates
the award amount would be $16,500. This award would be higher than the current maximum Cal Grant
award for students attending the state’s public universities, with $12,294 at UC and $5,472 at CSU.

Staff Recommendation. Hold Open.
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6110 DEPARTMENT OF EDUCATION
6870CALIFORNIA COMMUNITY COLLEGES

Issue 1: Adult Education Block Grant

Panel I:

Natasha Collins, Legislative Analyst’s Office

Mollie Quasebarth, Department of Finance

Debra Brown, California Department of Education
Christian Nelson, California Department of Educatio
Mario Rodriguez, California Community Colleges
Javier Romero, California Community Colleges

Background:

Adult Education Block Grant. The Adult Education Block Grant (AEBG) was created?015-16
and provides $500 million in ongoing Proposition @Miding annually for the provision of adult
education through the K-12 and community colleggeays and their local partners. This new program
was built on two years of planning to improve aettdr coordinate the provision of adult educatign b
the Chancellor of the California Community Collegesd the Superintendent of Public Instruction.
The program has restructured the provision of aéditcation through the use of regional consortia,
made up of adult education providers, to improverdmation and better serve the needs of adult
learners within each region.

There are currently 71 regional consortia with loares that coincide with community college

district service areas. Formal membership in cdiegsaes limited to school and community college

districts, county offices of education (COES), @midt powers agencies (JPAs). Each formal member
is represented by a designee of its governing boafth input from other adult education and

workforce service providers, such as local libgricommunity organizations, and workforce

investment boards, the consortia have developetnalgplans to coordinate and deliver adult

education in their regions. Only formal consorti@mbers may receive AEBG funding directly.

However, under a regional plan, funds may be dessghfor, and passed through to, other adult
education providers serving students in the region.

Adult Education Areas of Instruction. Block grant funds may be used for programs in seadnt
education instructional areas:

1) Elementary and secondary reading, writing, and emattics (basic skills).
2) English as a second language and other progranmhaigrants.

3) Workforce preparation for adults (including seniditizens) entering or re-entering the
workforce.

4) Short-term career technical education with high leympent potential.

5) Pre-apprenticeship training activities coordinateith approved apprenticeship programs.
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6) Programs for adults with disabilities.

7) Programs designed to develop knowledge and skidd enable adults (including senior
citizens) to help children to succeed in school.

Consortia Funding. The first year of funding (2015-16) was desigr@eda transition year. Of the
$500 million total grant; $337 million was distril@ad based on a maintenance of effort amount for
school districts and COEs that operated adult aducgrograms in 2012-13, and subsequently
became members of regional consortia. Each of theseders received the same amount of funding
in 2015-16, as it spent on adult education in 2032The remainder of the funds were designated for
regional consortia based on each region’s shar¢hef statewide need for adult education, as
determined by the chancellor, superintendent, xiedgive director of the State Board of Education.
In determining need, statute requires these leadargnsider, at a minimum, measures related tt adu
population, employment, immigration, educationahiainent, and adult literacy. The CDE and CCC
report that need-based funding in 2015-16 for carsswas $158 million.

In 2016-17, and future years, the CCC and CDEidig& block grant funding based on (1) the amount
allocated to each consortium in the prior year,t(2) consortium’s need for adult education, and (3)
the consortium’s effectiveness in meeting thosedse#d a consortium receives more funding in a
given year than in the prior year, each membehefconsortium will receive at least as much funding
as in the prior year. The 2016-17 fiscal year atmmn provided the same amount of funding to each
consortia as was provided in the 2015-16 fiscal.yBeeliminary allocations for 2017-18, and 2018-
19, maintain this same distribution.

Each consortium may choose a fiscal agent to recstate funds and then distribute funding to
consortium members, or opt out and have membersveedunds directly. Statute recently clarified
that fiscal agents must disburse funds to consartnembers within 45 days of receipt.

Progress in Serving Adult StudentsConsortia are in their second year of providingises under

the AEBG, and the CCC and CDE have just releas@dogress report on the use of funds and
outcomes in each region as required by statute. r€pert notes that consortia have a combined
enrollment of 2.1 million in all adult educationoggrams statewide. The three largest program areas i
terms of enrollment are Basic Education (whichudels basic education, basic skills, and secondary
education at approximately one million adults el English as a Second Language (ESL) and
Civics at almost 683,000 enrolled, and Career aechifical Training at 314,000 enrolled. This is
generally reflected in the expenditures by progea shown below, although some consortia are
using a large portion of the AEBG funds for ESL poit and expansion
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20015-16 Estimated Expenditures by Program Area
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At this point, data on student outcomes, such gsrawed literacy skills, completed high school
diplomas or certificates, degrees, and traininggrams, job placement, and improved wages are not
yet available, however the CCC and CDE are comimuo build a system to collect and report this
data as discussed in the next section.

As part of the effort to align systems, the origis@tute required the CCC and CDE to examine and
make recommendations in several areas for potesttedmlining and alignment across systems. These
include:

e Data systems and data elements. A new data systeumrently underway as discussed below.
Over the past year, the CCC and CDE identified diments for consortia to report and have
aligned these data elements with those requirecerutite federal Workforce Investment
Opportunity Act (WIOA).

e Student Identifiers. The CDE and CCC have examthedstudent identifiers that are used in
the K-12 system (Statewide Student Identifiers) #mel community college system (social
security numbers). Other potential identifiers @ Individual Taxpayer Identification number
and the California Driver's License number. Somegpess has been made in aligning
identifiers and there is potential to match recdhisugh the data system under development.

e Common Assessments. Within consortia, local progidee aligning assessments to ease the
transition between programs or into the workfortee CCC and CDE have identified the
assessments used by both the adult education an@@C system, additional alignment of
assessments at the statewide level has not beentakeh at this point.
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e Memorandums of Understanding (MOUS). There are MOé&tsveen CCC and CDE that allow
for the matching of students between the CDE’s CADB system and CCC’s data system.
CDE and CCC have also completed MOUs with the Egmpnt Development Department to
enable the identification of wage data.

e Other potential areas include adult education phere policies, local fees, curriculum
alignment, bridge courses, articulation agreememd,teacher credentialing, among others.

One-Time Funding. In the 2015-16 budget act, the CCC and CDE wereriged $25 million
Proposition 98 funds to identify common measuresli&dermining the effectiveness of the consortia in
providing quality adult education. Of the total aatllocation, 85 percent is available for grants to
establish systems or obtain necessary data ancrt®mi is available for grants for development of
statewide policies and procedures related to dataction and reporting, or for technical assis@atw
consortia. Consortia were allocated funding basedheir share of total block grant funding, upon
completion and approval of an expenditure planofthis hearing, 65 plans have been approved and
generally include funding for technology upgradgsdated data collection processes and procedures,
professional development, and local-specific redeamong other uses.

The remaining 15 percent of the grant is being usagpdate the state data system for the AEBG. For
the 2015-16 year, the AEBG used a temporary ddkaction system that uploaded reporting tables via
the AEBG website to collect student data as reduioe Legislative reports. In 2016-17, the AEBG is
using the TOPSPro Enterprise System to collectestudata and outcomes. In addition, the AEBG
will utilize data matching to track student outcarie the Community College Chancellor's Office
data system (MIS), the Employment Development Diepamt Base Wage File System, and the CDE-
High School Diploma Equivalent Match. In cases whstudents will not disclose information
(undocumented students, no social security nundsamijned to state, etc.), AEBG will be collecting
self-reported student outcomes. The student dataoattomes will be displayed via a dashboard tool
called “Adult Education Launchboard” on the AEBGhsie.

AB 1602 (Committee on Budget), Chapter 24, Statate¥)16, a trailer bill to the 2016-17 budget act

appropriated $5 million in one-time funding to tB8aancellor of the Community Colleges to provide

to a community college, school district, COE, oulaceducation consortium to provide statewide

leadership activities including; collecting and sdiminating best practices, providing technical

assistance and professional development, maintaaiwvebsite, and reporting on the effectiveness of
the block grant among other things. Funds may Ipemced over a three year period (2016-17 through
2018-19). The contract for these activities hasnbawarded to the Sacramento County Office of
Education.

Coordination of Other Adult Education Fund Sources.The CCC and CDE were also required to
coordinate funding of two federal adult educatioagpams, the Adult Education and Family Literacy
Act, also known as WIOA Title Il, and the Carl DerRins Career and Technical Education Act
(Perkins), with state Adult Education Block Graohding. WIOA Title Il was reauthorization that
became effective July 1, 2015, and funding is alled by the CDE to numerous adult education
providers, including adult schools, community cgés, libraries, and community-based organizations.
The CDE distributes funding based on student legrgains and other outcomes. Perkins is ongoing
federal funding allocated by CDE to schools, comityuoolleges, and correctional facilities. This
funding may be used for a number of career techeidacation purposes, including curriculum and
professional development and the purchase of eanprand supplies for the classroom. Of these
funds, 85 percent directly supports local careehriecal education programs and 15 percent supports
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statewide administration and leadership activiti®sch as support for career technical education
student organizations. In a report required byltbgislature in January of 2016, the CCC and CDE
examined the funds and recommended they continbe tllocated in the same way as in past years,
although raised the potential of forming an adwisoommittee to assist in the development of

alternative methods of allocating multiple fundstgeams in future years.

Governor’'s Budget Proposal

The Governor’s budget proposal includes $500 nmillio ongoing Proposition 98 for the AEBG. The
Governor does not provide a COLA for the program.

The Governor also proposes technical clean-up Eggon the use of Adult Education funds.

Staff Comments

Staff notes that the first two years of the addiieation block grant have been positive in terms of
consortia establishment and the maintenance andneign of adult education services. In general
funding is flowing to the greatest areas of neeasi@ skills education and English as a second
language). The ultimate goal of the adult educakilmtk grant however, was to ensure that through
regional coordination adult students had acces®ppdrtunities to continue their education, inchgdi

in the community college system, or to lead todrgbiaying jobs. The Legislature should continue to
encourage the CCC and CDE to make stronger recodatiens on what can be done at the state level
to ensure the kind of alignment that supports aog®across the state. Without student outcome data,
it is difficult to tell if these positive outcomese happening and the Legislature should continue t
monitor the AEBG with the anticipated outcomes iiman

Staff also notes that while there is evidence fritw@ provision of adult education from before the
recession and the demographic indicators used termdme consortium funding that the current
program funding likely does not meet local needtfmse types of programs. The Legislature may
wish to continue to ask the CDE and CCC to refimedollection of data so that remaining need may
be more clearly quantified to inform decisions arthe funding level for the AEBG in future years.

Subcommittee Questions

1) When will student outcome data be available? Whaiuld the Legislature be looking at to
measure success of the program?

2) How are the CCC and CDE continuing to work on ahgnt of all parts of the adult education
system?

3) How are consortia directing programs to meet thedaeof their regions? What indicators of
need are most useful for local planning purposes?

4) Have the CCC and CDE further contemplated or itgitlaa working group to look at alignment
of funding streams now that federal WIOA regulasitrave been released?

Staff RecommendationHold open pending May Revision funding projections.
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6870 BOARD OF GOVERNORS CALIFORNIA COMMUNITY COLLEGES

The California Community Colleges (CCC) is the &sgsystem of community college education in
the United States, serving approximately 2.1 millistudents annually, with 1.2 million full-time
equivalent students. The CCC system is made ud®fcblleges operated by 72 community college
districts throughout the state. California’s twaayénstitutions provide programs of study and cesys

in both credit and noncredit categories, which edslrits three primary areas of mission: education
leading to associates degrees and university ggnsdireer technical education; and, basic skilte
community colleges also offer a wide range of paogg and courses to support economic development
and specialized populations.

As outlined in the Master Plan for Higher Educatiori960, the community colleges were designated
to have an open admission policy and bear the rextnsive responsibility for lower-division,
undergraduate instruction. The community collegssion was further revised with the passage of
Assembly Bill 1725 (Vasconcellos), Chapter 973,t8&s of 1988, which called for comprehensive
reforms in every aspect of community college edooaind organization.

The Board of Governors of the CCCs was establishetio67 to provide statewide leadership to
California's community colleges. The board has X¥fmimers appointed by the Governor, subject to
Senate confirmation. Twelve members are appoirdesixtyear terms and two student members, two
faculty members, and one classified member areiafgabto two-year terms. The objectives of the
board are:

e Provide direction, coordination to California's aoomity colleges.

Apportion state funds to districts and ensure pntidse of public resources.

e Improve district and campus programs through infdromal and technical services on a
statewide basis.

The following table displays three year expendguamd positions for the CCCs. Of the amounts
displayed in the table, $5.3 billion in 2015-16,48billion in 2016-17, and $5.5 billion in 2017-18,
from Proposition 98 General Fund; and $10.7 million2015-16, $21.2 million in 2016-17, and
$12.76 million in 2017-18 is from non-Propositiod General Fund. The remainder of funding comes
from local property tax revenue, fee revenue amtua special and federal fund sources.

3-YR EXPENDITURES AND POSITIONS

Positions Expendituras
201516 2016-17 201718  2015-16* 2016-17" 2017-18*
BET0 Apporionmeants 10.3 10.3 116 ST 2B4 820 ST446011 57580194
5575 Special Services and Operations 921 8249 1329 1,165 283 1,565,198 1,568, 186
5685 Mandates - - - 225153 32436 32 404
5500100 Administration 393 383 - 6179 6,327
9e00200 Administration - Distributed 6179 -5.327

TOTALS, POSITIONS AND EXPENDITURES {All Programs) 141.7 142.5 1445 $B675,265 50,044,545 §$9,189,784
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Below is a Legislative Analyst’s Office (LAO) chaxthich summarizes the Governor’'s proposed CCC
Proposition 98 changes, which will be discusseddter in the agenda.

2017-18 California Community Colleges Proposition ® Changes

2016-17 Revised Proposition 98 Dollars in
Spending Millions

Technical Adjustments
Remove one-time spending -$177
Other technical adjustments -32
Subtotal (-$209)
Policy Adjustments
Fund guided pathways initiative (one $150
time)
Provide 1.48 percent COLA for 94
apportionments
Fund 1.34 percent enrollment growth 79
Provide unallocated base increase 24
Fund Innovation Awards (one time) 20
Augment Online Education Initiative 10
Develop integrated library system (one 6
time)
Provide 1.48 percent COLA for select 4
categorical programs
Subtotal ($387)
Total Changes $179
2017-18 Proposed Proposition 98 $8,424
Spending

®Applied to Extended Opportunity Programs and Sesjic

Disabled Student Programs and Services, CalWORKs

student services, and support for certain campild cére

centers.

COLA = cost-of-living adjustment.
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Issue 2: Guided Pathways Program

Panel 1
* Chancellor Eloy Oakley Ortiz, California Communi@plleges

Panel 2
e Maritza Urquiza, Department of Finance
e Judy Heiman, Legislative Analyst’s Office
e Mario Rodriguez, California Community College Chelhar’s Office
e Dr. Sonya Christian, President, Bakersfield College

Background.

For years, the Legislature has expressed conceurt #ie low completion rates of CCC students. In an
effort to promote better results, the Legislatuasged legislation and made significant investments
student support services and programs. In 2010, ¢lgeslature enacted legislation directing the CCC
Board of Governors (BOG) to develop a comprehenglae for improving student success. To this
end, the board formed a task force that ultimatetpduced a report containing 22 related
recommendations. The Legislature subsequently gagse Student Success Act of 2012, Senate
Bill 1456 (Lowenthal), Chapter 624, Statutes of 20Which provided the statutory authorization
required to implement some of these recommendatidost notably, SB 1456 required the BOG to
establish policies intended to ensure that evergriming student received assessment, orientatiah, an
education planning support. In a companion refoffarte the Legislature also enacted the Student
Transfer Achievement Reform Act, SB 1440 (Padildapter 428, Statutes of 2010, which required
community colleges to create 60-unit associate edegyifor transfer that streamlined and expedited
transfer to CSU. SB 1440 also required CSU to enentering transfer students could graduate from a
bachelor’s degree program requiring no more thaad@ltional units.

Additionally, SB 860 (Committee on Budget and FisBaview), Chapter 34, Statutes of 2014,
codified the regulatory requirement that each CG&€lridt maintain a student equity plan to help
ensure that historically underrepresented studbate equal opportunity for access, success and
transfer at colleges. Colleges are required to ldpvplans to examine specific student populations,
determine if they are achieving access, succesdransfer rates at the same level as other students
and develop strategies for improving these resatisieeded.

The state increased annual funding for various G@@ent success programs from $243 million in
2012-13 to $820 million in 2016-17—an increase &7®Bmillion. The bulk of new spending
($391 million) has been for the Student SuccessSumport Program (SSSP) and student equity. In
addition to the funding shown in the figure belothe state has provided $500 million annually
beginning in 2015-16 to improve adult educationcoates and $200 million beginning in 2016-17 to
improve career technical education outcomes, whithbe discussed in this agenda. Both of these
new programs emphasize creating streamlined pathfeagtudents.
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Ongoing State Funding for CCC Student Success Progms

(In Millions)
Increase
2012-13 2013-14 2014-15 2015-16 2016-17| From 2012-
Actual Actual Actual Revised Enacted 13
Student Success and $49 $85 $185 $285 $285 $236
Support Program
Student Equity Plans — — 70 155 155 155
Extended 74 89 89 123 123 49
Opportunity
Programs and
Services
Disabled Student 69 84 114 115 115 46
Program and Service
Basic Skills Initiative 20 20 20 20 50 30
CalWORKSs Student 27 35 35 35 44 17
Services
Institutional — — 3 18 28 28
Effectiveness
Technology Projects — 14 14 14 14 14
Fund for Student 4 4 4 4 6 2
Success
Totals $243 $331 $604 $769 $820 $577
®In addition to the ongoing funding shown, the sfatevided $85 million in one-time funding—$60 milfi
for the Community Colleges Basic Skills and Outcerieansformation Program, $15 million for the Coée
Promise Innovation Grant Program, and $10 millienthe Basic Skills Partnership Pilot Program.
®Consists of the Common Assessment Initiative, Etlic&lanning Initiative, and electronic transcsipt
‘Supports the Mathematics, Engineering, and Scidobévement program; Middle College High School
program; and Puente Project.

The LAO releasedour progress reports regarding SSSP between 20d2@16, and notes that the
CCC system has made significant progress implemgmécent student success and transfer reforms.
It has implemented policies to increase the nunalbestudents receiving orientation, assessment, and
education plans and developed clearer statewidsfeapathways in more than 40 majors. Colleges
have hired more counselors and other student ssipeFsonnel, boosted student support services and
student equity efforts, and adopted evidence-basedels of basic skills assessment and instruction.
Many colleges also have started implementing telcigyosystems that help students explore careers
and develop education plans; access counselimagjrigt and student services; and track their pisgyre
toward completion. Additionally, colleges are dey@hg streamlined CTE pathways, support services,
and contextualized basic skills instruction undhernew workforce program created in 2016.

Despite progress in these areas, the LAO notessthaificant problems remain. At many colleges,
campus decision making related to the various situdiccess programs resides in separate
organizational units (such as academic affairstedent services) or is directed by separate groups
within a single unit. This lack of coordination ults in duplication of services, gaps in servicasjl
inefficient resource allocation.
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In addition, little agreement sometimes exists s&the system regarding how best to pursue thea goal
of the various student success programs. For keglls programs, state law lists a number of
evidence-based practices and requires collegesptement them, but other programs, such as SSSP
and student equity, have no such requirement ie $&&v. As a result, some colleges allocate small
amounts of funding to numerous unconnected and tsoe® experimental projects rather than
concentrating their funds on larger-scale implemeon of evidence-based practices.

Another concern of the LAO is that existing studenotcess programs are not reaching a large
proportion of students. Specifically, many studesiif do not complete “mandatory” orientation,
assessment, and education planning, and many esllegve not sufficiently aligned their course
offerings with students’ education plans. This sglg that, despite receiving funding for the state’
student success initiatives, some colleges havdumotamentally changed how their student support
and instructional services are organized for sttelefhis may be due to weak incentives to change
established practices and lack of broad-based supp@ampuses for such changes.

Guided Pathways Model. The Guided Pathways Model relies on work of then@wnity College
Research Center at Columbia University based oyea@s of community college research. Due to this
plethora of choices when selecting academic programd courses, students often end up taking
excess units, extra years in college, or even dropResearchers contend that colleges need to
fundamentally redesign their approach to studemias, instruction, and administrative practices.

The four key elements of guided pathways are:

e Academic program maps detailing the courses stadanst complete each semester to earn a
credential as efficiently as possible (often inahgddefault course selections and schedules).

e An intake process that helps students clarify tbellege and career goals, choose a program of
study, and develop an academic plan based on agonagap.

e Close monitoring of student progress paired witlbaptive student support services and
feedback to help students stay on track.

e Institutional and program-specific student learnougicomes that are aligned with requirements
for transfer and careers.

In addition, students are typically required to@b® an exploratory major (also called a meta-major)

a broad area such as business, health sciencads @nd humanities. Early courses in the metaimajo
are designed to (1) help students select a speudijor and (2) count toward all majors within the
broad area. Another feature of guided pathwaysasschskills instruction that is integrated intolegke-
level, program-relevant courses, often accompahiedequired tutoring sessions or other academic
support. Colleges implementing these elements dagcamented significant improvements in certain
measures of student progress and success.

To date, a number of national organizations anté $tegher education systems have initiated guided
pathways demonstration projects. The largest adeths the Pathways Project led by the American
Association for Community Colleges (AACC), launched2015 with 30 community colleges in 17
states (including three in California). Participaticolleges attend six three-day institutes ovey tw
years to help them design and implement struct@emblemic and career pathways for all their
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students. Colleges receive professional developraedttechnical assistance from AACC and seven
partner organizations, but no direct funding frdme project. In 2016, the Foundation for California
Community Colleges announced the California Guitkadhways Project, closely modeled on the
AACC project, that will assist 15 to 20 Californc@mmunity colleges to develop and implement
guided pathways.

Governor’s Proposal

The Governor proposes $16illion one-time Proposition 98 General Fund foleges to implement

a guided pathways prograifhe goal of the Administration’s proposal is toeigttate colleges’ many
separate student success programs (shown above autherent system based on the guided pathways
model. The administration expects that better aejagn and coordinating these existing programs, as
well as modifying them as needed, will significgnthprove student outcomes.

The proposed trailer legislation establishes the€CCGalided Pathways Grant Program and tasks the
Chancellor’'s Office with administering it. The larage directs the Chancellor’'s Office, to the extent
feasible, to leverage the work of the Californiaided Pathways Project, which already has developed
programmatic requirements.

Unlike other pathways initiatives that devote afi their funding to centralized professional
development and technical assistance for collethes,Governor’'s proposal would provide at least
90 percent of funding directly to colleges. Of tlmount, the Chancellor's Office would allocate
45 percent based on each college’s share of ttessRell Grant-eligible students, 35 percent based
each college’s share of full-time equivalent enmalht, and 20 percent as a fixed base grant for each
college. To receive funding, colleges would have demonstrate their commitment toward
implementing guided pathways by (1) submitting enootment letter signed by the governing board
president, chief executive officer, and Academim&e president; (2) attending a workshop; and
(3) submitting an implementation plan that integsatexisting student success programs. The
remaining funding proposed by the Governor (upGgércent) would be for statewide assistance and
programmatic support.

The trailer legislation requires the Chancellor sidbmit a report by July 1, 2018 and annually
thereafter for four more years. The first reporttasdetail the funding allocations, the second to
summarize colleges’ guided pathways implementaptans, and the three remaining reports to
summarize each district's progress toward implemgnits plan. In addition, the Chancellor is to

include in each of the five reports any statutoryregulatory changes it believes are needed to
facilitate colleges’ further implementation of gadlpathways.

Legislative Analyst’'s Office Comments

Existing large-scale guided pathways initiativegeneetained funding centrally to provide profession
development and technical assistance to collegéisen than funding colleges directly. Under these
existing initiatives, only colleges with a strongtdrest in developing guided pathways and a
willingness to reallocate existing resources chdosapply. The Governor’s proposal takes a notably
different approach, giving substantial grants dlyeto colleges and setting aside a relatively $mal
share (10 percent) for centralized support. Sudecentralized approach could have the unintended
effect of funding colleges that do not have a grdmroad-based commitment to the work, while
shortchanging colleges on the professional devedoprand technical assistance component.
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The LAO notes that the Governor's proposal has mi@te however, it does not contain many
important details about how the initiative wouldnkioln addition to providing no justification forish
different approach to encouraging guided pathwéys, Governor provides no explanation for his
proposed funding amount. The Administration hascetgd colleges likely would use their funding
mainly for release time (or summer pay) for facultiaff, and administrators to work on developing
maps and other components. The Administration, kewehas not indicated the amount of release
time envisioned or how it would be apportioned aver five-year implementation period, and neither
are mentioned in the trailer bill language.

Colleges that have implemented guided pathwayscatelithat doing so requires a high level of
commitment from college leaders, faculty, and staffis is because the types of changes required
often challenge longstanding patterns of orgarornati behavior and pedagogy. Building commitment
takes time and is not always possible in all ingths. The Governor’s proposal, however, woulddfun
all colleges, even those that likely are not fuulbynmitted to or prepared for the associated work.

The Legislature could ask the Chancellor—who ultehawould be responsible for leading such

an effort—to share his vision for how it should $teuctured, implemented, and led, including how
existing CCC resources (such as the Institutiofif@cEveness Partnership Initiative and CCC Success
Center) would contribute to the effort. The Chalwretould discuss the outcomes the state could
expect from colleges receiving funding. The Chdocedlso could address what changes might be
needed in how the state organizes and funds CGierstisuccess efforts, and how he would ensure
that the proposed initiative does not become yetham programmatic silo. The Legislature also could
ask the Administration to present a rationale t®proposed dollar amount and timeline.

As noted above, the various existing programs offgeerate in silos. The LAO recommends that in

order to foster better coordination the Legislatoogld combine and streamline their requirements,
and fund them through one allocation formula. Thegiklature also could change state law to
(1) provide more guidance to colleges regardingrthee of SSSP and student equity funds for
evidence-based practices and (2) strengthen invesntior students and colleges to adopt these
practices. Alternatively, the Legislature couldueq the Board of Governors to adjust these pdlicie

through regulations to more effectively implemexiséng law.

Staff Comments

According to a Public Policy Institute of Califoenreport,California’s Need for Skilled Workergy
2025, California is likely to face a shortage ofrisgrs with some postsecondary education but less
than a bachelor's degree. In fact, the future gapray associate degree holders, those with one- or
two-year technical certificates, and anyone wheratéd college but did not receive a credential, may
be as high as 1.5 million. Additionally, the PPIIScanotes that if current trends in the labor miarke
persist, by 2030 California will have a shortageldf million workers holding a bachelor’'s degree.
CCCs are a critical piece in eliminating the promuortfall of bachelor’'s degree and associateekegyr
More CCC students must transfer to a four yearamity or complete a career pathway way that will
enable them to earn a higher paying job. Curretelys than 50 percent of CCC students complete a
degree or transfer.

Student success and completion is a priority ofSkaate, however, staff shares the concerns of the
LAO and notes that the proposal contains few detout how colleges could use their funds, what
would be expected of them, or how the program waylérate. Furthermore, the Governor’s proposal
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lacks mechanisms to monitor progress, provide faekilior midcourse corrections, or contribute to
the research on guided pathways implementationitibddlly, the Chancellor’s Office notes that it
plans to use this funding over five years, howekagdter bill language does not specify this, noeslat
mention specific timelines or benchmarks of expemta for how funding is spent.

A recent report by the Institute for College Accessl Success (TICAS) highlights the lackluster
completion rates of CCC students and how the stadéack of financial resources impacts their
ability to complete a degree program, associateedefpr transfer, or career pathway. If a studemstsd

not enroll full-time (12 units or more), it takdsetn longer to complete, and delays their abilitgnger

into the workforce. California is one of the lowastthe nation for the number of full-time enrolled
students at CCC. Specifically, in the fall of 2008)y 32 percent of CCC students were enrolled full
time. According to a recent survey by TICAS, mdsdsnts said that their need to work for pay kept
them from enrolling in as many courses as they atd take. Moreover, the student survey responses
also stated additional financial aid program waalldw them to enroll in more classes and spend more
time toward completing school. TICAS further argtiest enroliment status is a key driver of student
success, as students who enroll full-time are rikety to graduate than those who do not. Senalle Bi
539 (De Ledn), currently pending in Senate Educat@ommittee, would create the Community
College Completion Incentive Grant, which would yd® an additional $4,000 in financial aid to
CCC students with financial need, and who enrollfnunits per semester or the applicable quarter
unit equivalent to be considered on track to obtainassociate degree, or to otherwise transfer to a
four-year university, in two academic years. Aduhally, the proposal would require greater
integration of existing student success programguyire use of multiple measures to determine each
student’s course placement and appropriate courgemeeded to complete a guided pathway, and
require students complete a comprehensive edugation

Staff RecommendationHold open pending May Revision funding projections.
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Issue 3: Apportionment

Panel
e Maritza Urquiza, Department of Finance
e Judy Heiman, Legislative Analyst’s Office
e Mario Rodriguez, California Community College Chelhar’'s Office

Background

Community colleges receive most of their state fmgdthrough apportionments, which provides
funding for basic college needs and largely base@mollment. Colleges also receive a portion of
their funding through categorical programs for $iiepurposes. The state projects enrollment growth
systemwide based on population changes, the ecofgmegifically, an add-on if the unemployment
rate is high), and prior-year enrollment demand.thén examines whether any districts have
experienced recent enrollment declines or “restumat” Regarding declines, the state allows ditric
to claim the higher of their current-year or pn@ar enrollment levels—effectively a one-year hold
harmless provision. After one year, the state lswmase funding for the affected districts but gives
those districts three years to earn back (restomejing associated with enrollment declines. Each
year, some of these districts earn restorationifigndechnically, districts receive restoration durg
first, then growth funding. That is, a district edes growth funding only if its actual enrollment
exceeds its restoration target.

The 2014-15 budget package required the Chanceloffice to develop a new district allocation
formula for enrollment growth funding. The purpagfethe new formula is to direct a larger share of
enrollment funding to certain districts, and coestdlocal educational attainment, unemployment, and
poverty rates, as well as current enrollment areéne enrollment trends; whereas, previous district
allocations largely were based on year-to-year geann the local high school graduation and adult
population rates.

During the recession, the state required commuwotieges to prioritize core educational programs
(including basic skills, transfer preparation, CHAd English as a second language) over recreationa
and avocational courses. In 2014, the state caldifiese enrollment priorities and began requirireg t
Chancellor’'s Office to report annually on coursetisms and enroliment within and outside of these
priority areas.

The 2015-16 budget provided a $125 million unalledebase increase for CCC in recognition of the
increased operating costs in the areas of faglitretirement benefits, professional development,
converting part-time faculty to full-time, and ottgeneral expenses. Additionally, the 2016-17 budge
provided $75 million ongoing Proposition 98 Gendrahd for the same purpose. Budget bill language
did not specifically direct this increase to thassies, which provides colleges with wide discres

to how they use the increase funds.

Governor’s Proposals
The Governor's budget package includes a reduaifo®56 million to account for unused 2015-16

enrollment funding. The budget carries the lowesebéorward into 2016-17, achieving a similar
amount of savings in the current year relativehtn2016-17 budget act.
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The Governor proposes $79 million for 1.34 percé@C enrollment growth (an additional 15,500
FTE students) for 2017-18. The Governor's budgekasaan adjustment for districts experiencing
enrollment declines and restorations. Altogethbe Governor's budget funds a net increase of
one percent (about 11,600 FTE students) compardebtaevised 2016-17 level.

The Governor also proposes an increase of $94.llomiProposition 98 General Fund for a 1.48
percent cost-of-living adjustment. He also propdsgzovide an increase of $23.6 million Propositio
98 General Fund to support increase operating egseim areas such as employee benefits, facilities,
professional development, and other general exgense

The Governor also proposes trailer bill languageefeal the Chancellor’'s Office authority to allteca
excess local revenue. Under current law, if logalpprty tax or student fee revenues exceed budget
estimates, the chancellor may allocate the excesaiats to community college districts on an FTE
basis for one-time purposes. The administratiorp@ses to repeal this authority, noting that it is
unnecessary and rarely applied.

Legislative Analyst’s Office Comments

After adjustments for enrollment declines and negion, the 2016-17 budget funded 2.1 percent net
enrollment growth for CCC in 2015-16, and 1.6 petda 2016-17. Net systemwide growth in 2015-
16, turned out to be only 0.4 percent, and prelaryrestimates suggest that net systemwide growth in
2016-17 is only 0.2 percent.

About 60 percent of districts are projecting somekment growth in 2016-17 compared with 2015-
16 enrollment levels. Most of these districts, hegre do not expect to reach their growth targefs. O
72 districts, only 14 expect to meet their targat2016-17. Current estimates are preliminary, but,
historically, the districts’ January estimates témtbe even higher than final enroliment numbers.

The LAO recommends the Legislature adopt the Gar&mproposed apportionment increases. These
apportionment increases can help community college®r higher pension costs, as well as meet
other local priorities and cost pressures. If addél revenues are available in May, the Legiskatur
may wish to provide an even larger base increaaa the Governor proposes. The Legislature,
however, likely will want to weigh any ongoing apf)onment increases against one-time priorities, as
dedicating some CCC funding to one-time prioritas help protect ongoing programs from cuts were
the economy to experience a downturn in 2018.

The LAO also recommends approving the Administrasiotrailer bill language to repeal the
Chancellor’'s Office authority to allocate excessalarevenue. According to the Chancellor’'s Offite,
has only exercised its existing statutory authaigtyuse excess local revenues for one-time purposes
once in the last 20 years. This is because the segularly adjusts current-year and prior-year
appropriations during the annual budget procesyefrs when the state initially has underestimated
local CCC revenues, it subsequently raises itsmeséis based on more current data. When local
revenues come in below budget expectations, thie ptavides a General Fund backfill, state fiscal
condition permitting. Because the state typicallgkes these adjustments as part of its regular budge
process, repealing the existing authority thatvesldCCC to redirect excess local revenues to its own
local one-time priorities likely would have littte no practical effect. Nonetheless, it would alggate

law more closely with traditional state practice.
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Staff Comments

The CCC system is known as an “open access” syst#rause it is available to all Californians 18
years or older, and has no admission criteria, siscgrades or previous course—taking. However, it
does not guarantee access to particular classesoamel classes may set prerequisites. Changes in the
state’s college—age population affect communityega enrollment demand, as do other factors. In
particular, demand for CCC’s workforce and careshhical education courses tends to rise during
economic downturns (when more people tend to beobutork) and fall during economic recoveries
(when job opportunities are better). During the &iRecession, state funding for community colleges
dramatically decreased and colleges were forcegedace class offerings. As a result, community
college enroliment dropped significantly.

By the time of the May Revision, the CCC Chancé&l@ffice will have received some updated 2016—
17 attendance reports from districts. These dallasivow the extent to which districts are meeting,
exceeding, or falling short of their enrollmentgets in the current year. At that time, the Ledisia
will have better information to assess the extenthich colleges will able to grow in the budgeawe
The subcommittee may wish to wait for updated datdMay regarding the appropriate 2017-18
enrollment growth amount.

The Chancellor’'s Office notes that foregone COLAigy the recession likely cost the community
college system $900 million. Upcoming retiremenstsp split between the CalSTRS and CalPERS
system, will add $400 million annually to collegasts. Thus, the Chancellor’s Office argues that thi
proposal for an undesignated funding increase @&p tolleges handle retirement costs and other
mandatory costs, such as utilities, health caréj@fiormation technology needs.

Staff acknowledges various local needs for incrédsading, particularly for retirement and health
care costs. Staff notes that the Governor’'s buggmtoses a 1.48 percent COLA, however last year
the budget did not include a COLA. The Governongldet leaves unaddressed many legislative
priorities, such as restoring several categoritalpre-recession levels, such as campus child care
support, part-time faculty compensation and healsuirance, and increasing the number of full-time
faculty.

Staff RecommendationHold open pending May Revision funding projections.
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Issue 4: Capital Outlay and Deferred Maintenance

Panel
e Raghda Nassar, Department of Finance
Maritza Urquiza, Department of Finance
Judy Heiman, Legislative Analyst’s Office
Mario Rodriguez, California Community College Chealhar’'s Office

Background

The state typically issues general obligation bandselp pay for community college facility projsct

A majority of voters must approve state generaigalblon bonds. From 1998 through 2006, voters
approved four facility bonds that provided a totdl $4 billion for community college facilities.
Virtually no funding remains from these facility nbs. After a ten-year gap, voters approved
Proposition 51 in November 2016, which authorizes $tate to sell $2 billion in general obligation
bonds for community college projects (in additian$®7 billion for K-12 school facilities projects,
which will be discussed at a later hearing). Thedki may be used for any CCC facility project,
including buying land, constructing new buildingspdernizing existing buildings, and purchasing
equipment.

To receive state bond funding, community collegstraits must submit project proposals to the
Chancellor’'s Office. The Chancellor's Office rardds submitted facility projects using the following
five criteria adopted by the Board of Governorsdafider of priority):

1. Life-safety projects, projects to address seisrafbncies or risks, and infrastructure projects
(such as utility systems) at risk of failure.

Projects to increase instructional capacity.

Projects to modernize instructional space.

Projects to complete campus build-outs.

Projects that house institutional support services.

akrwpn

In addition, projects with a local contribution edee greater consideration. Districts raise thasal
contributions mainly through local general obligatbonds. Based on these criteria, the chancellor
submits capital outlay project proposals to theislagure and Governor for approval and funding as
part of the annual state budget process.

For the 2017-18 budget, the chancellor recommer@edrojects at 24 colleges, and would require
$71 million in state funding for planning in thesfi year and $621 million for construction and
equipment in the following years. In addition, dits have committed $438 million in local funding
for these projects. Of the 29 priorities, the cledlioc ranks three in the highest-priority categdry,in
the second highest-priority category, 11 in thedtlmategory, four in the fourth category, and none
the last category.

Governor’s Proposal

The Governor's budget proposes funding for fivetlod 29 projects that were submitted by the
Chancellor's Office. The Governor’s budget includga4 million in 2017-18, for initial planning
costs, with total state costs for the five projeatsluding construction, estimated to at $182 ionill

The Governor proposes to fund all three highesirpyi projects—those addressing seismic issues and
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failing utility infrastructure. The other two prajs the Governor proposes are from the third
priority category—projects to modernize instrucibnspace. In selecting these projects, the
administration bypassed 11 new building projecét ttould expand instructional capacity. According
to the Department of Finance, this is because weselected projects, in addition to modernizing

instructional facilities, address significant Igafety concerns in those facilities. The LAO chalow
describes the five projects in the Governor’'s badge

Governor’s Proposed CCC Capital Outlay Projects
Reflects State Costs (In Thousands)

College

Project

2017-18
Cost

Total
Cost

City College of
San Francisco,
Ocean
Campus

Utility Infrastructure Replacement. The project will
repair, modify, replace, and/or construct the foily

infrastructure systems: fire-fighting/fire suppriesswater
systems, potable water, sanitary sewer, storm again
natural gas distribution, electrical distributio
data/emergency notification, video surveillancghting,

boilers/central plant, steam distribution.

$2,978

$76,855

Pasadena City
College

Armen Sarafain Building Seismic Replacement.The

building currently houses both Health and Naty
Sciences divisions. The college is in an activesrag
zone, with four active faults less than ten milesnt
campus. The building deficiencies include a weakdtl
floor due to inadequate buckling capacities of britame
diagonals and inadequate connection capacitiesanlr
event of a major seismic event, the entire thioabrlwill

fail, and then collapse on the floor causing a rmh
reaction that drops the entire building to the gcbu
Additionally,  the building contains  asbest
contamination, and is not code compliance Ww
accessibility. The project would demolish and repléhe
building.

$2,199

$58,287

El Camino
College,
Compton
Center

Instructional Building 2 Replacement. The project will
replace seismically unsafe buildings with a new-stary
instructional building. The mechanical, electricahd
plumbing systems of the existing buildings areiffigiland
the structural and life/safety systems do not confdo
current standards. The new building will includetlee,
lab, office, and library space and will support reod
instruction and learning methodologies. The newdirug
will replace portions of three buildings that cunttg
house Biology, Social Sciences, Psychology, Spe
Communication, English, Humanities, Spanish, ¢
Vocational English as a Second Language

$765

$16,591

Fullerton
College

Business 300 and Humanities 500 Building
Modernization. The project will renovate the existin
buildings, which function as a complex and hoy

$711

$15,270

Senate Committee on Budget and Fiscal Review

19




Subcommittee No. 1 March 23, 2017

classrooms, labs and offices shared by Busin
Computer Information Systems, Communications ¢
Humanities programs The renovation will address
aged building systems, structural concerns, hamar(
materials, ADA issues, modernize Instructional &pa
repurpose vacant space, replace mechanical, ebdct
plumbing, telecommunications and structural systeand
remove hazardous materials.

City College of | Seismic and Code Upgrades. The building was $715| $15,148
San Francisco, | constructed in 1911 and does not meet current ibgil
Alemany code standards for seismic safety. The mechareatjng
Center and ventilation systems, plumbing, and electri
distribution systems are original to 1911 and rali
Renovation improvements and code upgrades for
building include: mechanical & plumbing, heating
ventilation system, energy efficiency upgrades, i
electrical and low voltage communication syster
Repair/replacement of roof, portions of the extewalls,
windows, and exterior doors as required by co
Upgrades also include: strengthening the buildiagapet
structure, seismic retrofit work to strengthen bhgding,
and compliance with current building codes.

Totals $7,368| $182,151

The City College of San Francisco projects do nolude a local funding contribution, however, both
address critical life safety issues, and thus waer®ng the chancellor's top three priorities even
without a local contribution. The other three pregod projects have substantial local funding
contributions; Pasadena City College’s projectudes $2.3 million in district funds, EI Camino

Community College Compton Center’s project inclu@&s million in district funds, and Fullerton

College’s project includes $14.7 million in distrfands.

The Governor also proposes a one-time increase&df7$million from Proposition 98 settle-up that
community colleges can use for deferred maintenainstructional equipment, and specified water
conservation projects. The system currently reporge than a $5 billion maintenance backiegnds
will be allocated to districts based on FTES.

Legislative Analyst’s Office Comments.

The LAO notes that the Governor’s proposal is tmals relative to voter-approved bond funding. The
total state cost of the five proposed projects amwuo nine percent of the CCC bond funding
authorized in Proposition 51. If the state werdutad a similar amount each year, it would take more
than 11 years to use the full $2 billion approvgdhe voters. Given a substantial backlog of facili
projects at the community colleges, the LAO doessee justification for funding so few projects in
the first year.

The LAO recommends the Legislature ask the Adnriaistn during spring budget hearings to clarify

its plans for rolling out the $2 billion in Proptien 51 bond funding for CCC projects as expedglgu
as possible. Based on the information providedhieyAdministration and the Chancellor’'s Office, the
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LAO recommends the Legislature consider authorizadglitional CCC projects in 2017-18. The
Legislature’s plan for the budget year could bet pAra more extensive five-year expenditure plan.
One option for such a plan would be to approvequtsjtotaling about one-fifth ($400 million) of the
available funding for each of the next five yeataving a multiyear plan for spending Proposition 51
bond monies would (1) help community colleges plaeir capital outlay programs, (2) ensure that
voter-authorized funds are put to use within ageable time, and (3) spread bond sales over several
years, thereby allowing more time for the Legislatio review proposed projects.

Staff Comments.

In evaluating capital outlay projects, the Admirasbn provided direction to all departments tousc
on the most critical life-safety projects. Based tbe Administration’s directives, the Chancellor's
Office recently surveyed colleges, and notes thHaprbjects additional projects have been identified
with life-safety components. The Administration e®that they are still reviewing these projects] an
will have continued conversations with collegesaregng state and local priorities as well as cagaci
of campuses to handle such projects. Given thegeitog conversations, staff recommends holding
this item open.

Staff Recommendation Hold Open.
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Issue 5: Online Education Initiative

Panel

e Maritza Urquiza, Department of Finance
e Judy Heiman, Legislative Analyst’s Office
e Mario Rodriguez, California Community College Chelhar’'s Office

Background

The Online Education Initiative includes severabjpcts: a common course management system for
colleges, resources to help faculty design highiyuaourses, online learner readiness modules,
tutoring and counseling platforms, exam-proctosotutions, and the CCC Online Course Exchange.
(The course exchange, which is being piloted inngpR017, is a system enabling students at any
community college to see what degree-applicablaerdourses are offered at other colleges, enroll i
those courses, and have their attendance and atesbtinding attributed to the appropriate colleges
The state initially funded the Online Educatiortiative with $17 million in 2013-14 and has provide

a base amount of $10 million annually thereaftemtmease CCC students’ access to and success in
online courses. In addition, the 2016-17 budgduites $20 million one-time to accelerate progress o
the initiative.

All colleges use a course management system fdr twoline and in-person classes. Faculty use the
system to post course information (such as thelsyH), instructional content (such as readings and
videos), assignments, and other material. Studesdgsthe system to submit assignments, collaborate
with classmates, and communicate with instructblistorically, each college or district has selected
its own course management system from among sevenalors. To facilitate online course sharing
statewide the CCC selected the Canvas course maeagesystem in February 2015. The
Chancellor’s Office is requiring colleges that wamparticipate in the Online Course Exchange ® us
Canvas as their course management system and maaimdheir former course management systems.
The OEI currently spends about $5 million for Cajvand covers about 80 colleges that have
implemented the management system.

Governor’s Budget Proposal

The Governor proposes to provide a $iilion ongoing augmentation to the initiative, ftiging the
total ongoing annual funding to $20 million. Spewfly, the proposal would provide $8 million for
continued support of Canvas at all 113 colleges] &2 million for online test proctoring and
plagiarism detection tools, and online tutoring andnseling platforms.

CCC expected interested colleges to adopt the iystera over three or four years, however 103 of
113 colleges already have implemented the new rslystecommitted to doing so within the past two
years. The initiative also committed to cover aihas subscription and implementation costs through
2018-19 (using the state appropriation), and a tanbal portion of these costs thereafter. The
proposed augmentation instead would permit thetiie to cover full ongoing subscription costs for
all colleges indefinitely. In addition, the new fismwould support annual subscriptions to an online
tutoring platform, additional software that permgidents and their academic counselors to meet
virtually (over the Internet), and various accetlityh plagiarism detection, and student autheriiora
features.
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Legislative Analyst’s Office Comments

The common course management system is providiognaistent interface for students enrolled at
multiple colleges (about 20 percent of all CCC stud). In addition, the system is expanding access
for all students to academic support resourcesh(siscthe online tutoring and counseling services)
through their course web pages. The system alpomigding more consistency for faculty who teach
at multiple colleges and making the sharing of seunaterials and best practices easier.

In addition to better serving students and facudtycommon course management system has lower
subscription and administrative costs compared tntaining dozens of college-specific course
systems. Moreover, at most colleges, the initisiwhouldering of all Canvas costs to date haglfree
up funds colleges otherwise would have used towaeir own course management systems.
Currently, no requirement exists that campusednesel-up funds for statewide purposes or benefits.
As a result, colleges that have implemented Cahaae been able to redirect these funds toward any
local priority. The Governor’s proposal, by providi ongoing funding for all Canvas costs, would
extend indefinitely colleges’ ability to use fread-funds for local purposes.

Instead of redirecting freed-up course managemgstes funds to other local purposes, colleges
could contribute a portion of those funds towardgang Canvas subscription and maintenance costs.
Given lower costs for the new system and the egssitate earmark that will cover a substantial
portion of these costs (currently estimated at &@gnt once all colleges are at full implementgtion
most colleges would be able to pay the remainirggscand still have savings to redirect to othealloc
priorities.

Initiative leadership has indicated it wishes tonimize the extent to which it reneges on its
commitment to fund 100 percent of Canvas costsutfiti2017-18, in an effort to avoid diluting the

enthusiasm it has generated for CCC technologyept®j To mitigate canvas cost increases for
colleges, therefore, the initiative would reducensoservices if it does not receive the Governor’'s
proposed increase. For example, it likely woulduasdthe technical support hours it currently funds,
requiring colleges needing evening and weekenda@tipp contract for this service separately.

Because most colleges otherwise would be payinghir own course management systems and the
new central system is both less expensive andd®lretate subsidized, the LAO recommends the
Legislature reject the Governor’s proposal to augintiee Online Education Initiative. While rejecting
the augmentation might result in some colleges gimgntheir budget plans (since they no longer
would receive the full subsidy they are anticipgtinmost colleges still will realize savings from
implementing Canvas. The initiative, as currentipded, is achieving its purpose: it successfully
began rolling out a common course management syateha suite of related products, with nearly all
campuses signing up to implement these statewideurees. The Legislature could redirect the
$10 million to other ongoing CCC Proposition 98tspsuch as general apportionments.

Staff RecommendationHold open pending May Revision funding projections.
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Issue 6: Integrated Library System

Panel
e Maritza Urquiza, Department of Finance
e Judy Heiman, Legislative Analyst’s Office
e Mario Rodriguez, California Community College Chelhar’s Office

Background

An integrated library system is software that Ii@a use to manage their collections and activities
Typical functions include acquisition and catalagof books and other materials, providing ways for
library users to search catalogs and access majearal tracking the circulation of these materials
CCC academic libraries have some form of ILS. TH&CCCouncil of Chief Librarians conducted
surveys of community college library directors 2, and early 2017, to assess the adequacy of thei
existing ILS and interest in a systemwide ILS. Toeincil found that a large majority of colleges’
existing systems were older, locally hosted onesirsg a single college. In contrast, the current
leading technology is cloud-based, hosted by a eendnd often serving multiple campuses or
institutions. The council also found that more thhree-fourths of respondents were interested in
pursuing a systemwide ILS.

In addition to using a different architecture, newkeS have a number of features typically not
available in the older systems. These includegk@ample, comprehensive discovery tools that search
across all types of resources—including physicabkisoand periodicals in a library’s collection,
electronic books and journals, digital archiveg] holdings in other participating libraries.

Governor’s Budget Proposal

The Administration proposes to provide the CCC hedbgy Center $6 million one-time Proposition
98 General Fund to support the development of tesygide ILS. The Technology Center also would
assist colleges with local implementation, whicheyally involves “migrating” existing catalogs and
databases to the new system, integrating it wiglr gtudent information systems (for student
authentication) and learning management systemsé¢mless access through course websites), and
training library personnel and others to use itduees.

The chief librarians propose to use $775,000 ofpienillion for a statewide subscription to a seevi
that help students research more than 150 contemyparontroversial issues. This service provides
curated resources—15,000 primary and secondaryrialateselected and validated by educators—
that students can compare and analyze for coussgnasents. Below is an LAO chart that provides a
breakdown of costs for the proposal.
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Current and Projected Ongoing Costs for CCC Integraed Library System®

Current
Costs Projected Costs Savings
(All Local) Local Central Combined
ILS service cost $4,633,000 —  $2,225,000 -
$2,408,000
Hardware/server 90,400 — — -90,400
costs
Staff costs 4,181,000 $1,921,00 250,000 -2,010,000
0
Totals $8,904,400 $1,921,00 $2,475,000 -
0 b $4,508,400
®Estimates from the CCC Council of Chief Librarians.
The Board of Governors has requested the statesitpjs cost beginning in 2019-20.
ILS = Integrated Library System.

Legislative Analyst’s Office

The LAO notes an ILS would facilitate sharing obriary materials across colleges, and would
especially benefit students and faculty at colleggh more limited collections. Moreover, students
who attend—and faculty who teach at—multiple comityucolleges would benefit from having a
single user account and a single interface forthadir library needs. Additionally, colleges could
coordinate their library acquisitions to reduce ldwgtion and expand the depth of their acquisitions
particular subject areas.

As part of its 2014 survey, the Council of Chiebiarians collected information about colleges’
existing ILS spending. It then compared existingrgping with the projected ongoing cost of a new
systemwide ILS. As figure above shows, the couesiimates that a systemwide ILS (including the
critical thinking tool) would result in about $4miillion in ongoing savings to CCC overall. In adiolit

to lower ongoing costs for annual licenses to th®, Iithe council believes colleges could achieve
substantial staff savings, having to devote fewmaty and technology staff to maintaining the new
system. Much of the “back office” work of addingatwide library acquisitions and installing
software updates could be done centrally and mific@eatly. Colleges still would need some “front
office” staffing to add local acquisitions, keep tsystem integrated with the campus website aret oth
technologies, and ensure uninterrupted access&su

Colleges would need to coordinate to pursue a sysige ILS, and find a way to commit and pool
their funds to pay for the new system. Each collaige would have to identify one-time funds from
reserves or other sources to pay for initial dgwelent costs, costs they would incur while
simultaneously maintaining their existing ILS sys#e throughout the conversion process. CCC
librarians indicate that these administrative ofisahave prevented the systemwide ILS from moving
forward for several years.

Given the cost-effectiveness of a systemwide IL& the likelihood of it resulting in better and more
consistent services for students and faculty adtessystem, the LAO believes implementing it would
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be an effective use of one-time funds. Additionalthe LAO notes that in 2013, the CSU Council of
Library Deans, with financial support from the CSThancellor's Office, began the process of
developing a systemwide ILS. The university conddan extensive vetting process to select a vendor
and now is in the process of implementing its ngstesn. The CCC effort, if it proceeds, could benefi
from the experience gained by the CSU council. phenary benefit of leveraging CSU’s recent
adoption in this way is the considerable time itldosave in the procurement process.

Staff RecommendationHold open pending May Revision funding projections.
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Issue 7: Awards for Innovation

Panel
e Martiza Urquiza, Department of Finance
e Judy Heiman, Legislative Analyst’s Office
e Mario Rodriguez, California Community College Chelhar’'s Office

Background. The 2014-15 budget provided $50 million in one—t@eneral Fund to promote
innovative models of higher education at UC, CShi &CC campuses. Campuses with initiatives to
increase the number of bachelor's degrees awaildggliove four—year completion rates, or ease
transfer across segments could apply for awardsalg® awards were based on initiatives already
implemented at the campuses, they functioned mkeeprizes or rewards than grants for specified
future activities. A committee of seven members-e-fiovernor’'s appointees representing DOF, the
three segments, and the State Board of Educatimh,two legislative appointees selected by the
Speaker of the Assembly and the Senate Rules Coeemiimake award decisions. In March 2015, the
committee selected 14 applicants, including six wamity colleges, out of 57 applicants to receive
awards. The winners included individual institusaand teams of institutions, and each received from
$2.5 million to $5 million in award funds. The wing institutions will report on the effectiveness o
their strategies by January 1, 2018, and Janu&92Q.

In 2015-16, the Legislature rejected the Governpraposal that would have provided $25 million
one-time General Fund for new awards using a sirapplication process. The proposal differed from
the 2014-15 program, however, in that it would hélenarrowed the priorities to focus only on
improving four—year graduation rates and (2) predidawards only to CSU campuses.

The 2016-17 budget in $25 million Proposition 98n€&ml Fund for another round of innovation
awards. This program differs from the 2014-15 paogin four ways: (1) only CCC districts can apply
for awards, which are supported by Proposition @é&sal Fund; (2) awards are based on proposed
activities instead of initiatives applicants alrgdthve implemented; (3) awards focus specificatly o
effective articulation and transfer pathways, sasfid transitions from higher education into the
workforce, and innovations in technology and datag (4) the Governor has more discretion in
selecting his appointees to the awards committdempers no longer have to represent any of the
higher education segments or the State Board o€d&iaun.) Applications for these awards were due
February 3, 2017. The 2016-17 awards focused oucheg the time it takes students to complete
degrees and credentials or reduce the total coattefdance for students, or both. Applicants must
utilize any of the following:

e Redesign of curriculum and instruction, such asdeémgntation of three-year degrees.

e Programs that allow students to make progress thwampletion of degrees and credentials
based on demonstration of knowledge and competenuieluding military training, prior
learning, and prior experiences.

e Programs that make financial aid more accessibleuding by increasing the number of
students who apply for financial aid, or that resltlte costs of books and supplies.
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Additionally, the trailer bill notes that the setien committee shall give preference to innovatitret
do at least one of the following:

e Improve the outcomes described in subdivision féudents from groups that are
underrepresented in higher education, such asrnownie students, underrepresented minority
students, first-generation students, students whocarrent or former foster youth, students
with disabilities, and students who are veterans.

e Use technology in ways that are not common in higldeication to improve the outcomes.

Governor’s Proposal. The Governor’'s budget includes $20 million one-tiRr@position 98 General
Fund for innovation awards to community collegeshéias the Administration has been closely
involved in implementing innovation awards in p@w years, the proposal this year provides the
Chancellor’'s Office substantial latitude to set edveriteria and select winners, with no requirement
use the existing awards committee. Trailer biligiamge specifies that awards will be for innovations
that improve student success, and that are subtaiaad capable being scaled across the statéerTrai
bill also notes that the innovations should be $aclion programs that support underrepresented
students, veterans, adults displaced from the workf or are underemployed, programs for
incarcerated and formerly incarcerated, and progrdmat incorporate technology. The Chancellor’'s
Office has indicated it would prioritize applicantisat focus on addressing statewide needs like
improving adult learning and better serving veterarhe Chancellor’s Office also indicates thatinas
previous rounds, awards would be competitive ardergo a rigorous selection process.

Legislative Analyst's Office Comments.One of the LAOs most significant concerns is tha t
awards might provide relatively large sums to alsmamber of community colleges to implement
local initiatives that would not necessarily hatetewide impact. This is because the proposal does
provide for dissemination of innovations to othetleges across the state nor does it do anything to
promote buy-in among colleges to implement the viations.

The LAO is also concerned that the proposal wodld et another program to the state’s numerous
existing efforts to improve CCC student outcomex] &urther fragments efforts to improve student
outcomes. The current plethora of programs, detalarlier in the discussion of guided pathways,
already are challenging for colleges and the dtat®ordinate. Moreover, compared to the innovation
awards, these existing programs are designed ® mach broader statewide impact, with funds going
to all colleges to implement already well-documedngéudent success strategies. Rather than funding
another round of generous awards to a small numbeolleges, the LAO believes the state should
focus on ensuring that existing CCC student sucpgesgrams are implemented effectively. For these
reasons, the LAO recommends the Legislature réjeproposal. The Legislature could instead target
the funding to other priorities, like deferred ntaimance, that are one-time in nature.

Staff Comments.In addition to the concerns raised by the LAO, fatates that the Legislature will
not receive a report on the effectiveness of the42lb awards until January 1, 2018, and questions
whether the state should fund additional roundsmdvation awards if it does not have outcomes from
previous awards. Moreover, the new proposal ihezr on expected outcomes or goals. For instance,
previous awards focused on reducing time-to-degogeto reduce the total cost of attendance,
however, the Governor's proposal notes broad progaeeas that may be funded. The Chancellor’s
Office notes that it would prioritize improving dtlearning and better serving veterans, however
trailer bill language has broad categories. Adddity, the Chancellor’'s Office indicates applicaiso
would undergo a rigorous selection process, howetvex unclear what the process is, and traildr bi
language does not specify what the structure woeldAdditionally, the Chancellor's Office notes
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new and existing innovations that colleges areadyamplementing will be eligible for funding. The
subcommittee may wish to consider whether the stavelld fund programs and practices that colleges
are already doing independently, or if this is stmmg that could be locally funded or through ptesa
funding. Lastly, in recent years, colleges haveresged concerns about grant fatigue, and the
subcommittee may wish to consider whether thedemand from colleges for these grants, or if there
are other one-time priorities that colleges thasthfunds may be utilized for.

Staff RecommendationHold open pending May Revision funding projections.
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Issue 8: Career Technical Education and Workforce Bvelopment

Panel
* Mollie Quasebarth, Department of Finance
e Judy Heiman, Legislative Analyst’s Office
e Mario Rodriguez, California Community College Chelhar’s Office

Background

Career Technical Education (CTE) Pathways Program.SB 70 (Scott), Chapter 352, Statues of
2005, created the CTE Pathways Program. The lgliired the Chancellor's Office and CDE work
together to create seamless pathways for studentsrhiddle school through the community college
system and beyond. Projects and work were develtyasgd on six themes including 1) career
pathways and articulation for CTE Students 2) camanning and development 3) programs for
underserved students 4) business and industry engag in CTE 5) CTE teacher recruitment and
professional development and 6) capacity buildnegearch, and evaluation. The program was later
reauthorized through SB 1070 (Steinberg), Chapd&; &tatutes of 2012. The specifics of the K-12
portion of the program were discussed at the subtittee’s March & hearing. Below are examples
of programs that CTE Pathways Program providedifuntbr:

* The California Community College CCC Maker initiative: This initiative seeks to drive
innovation in education and prepare students farcess in STEM/STEAM careers that
demand 2% Century skills. 35 participating colleges will lhimakerspace communities,
faculty will embed making into curriculum and emy#os will provide internships, all
supporting students to explore, create and cormiétiopportunities.

* Network of K-14 Pathway Technical Assistance Provigrs: These grants support a network
of K-14 Pathway Technical Assistance Providers stbe regions. Their current scope is to
1) help colleges and their high school partnerseustdnd the dual enrollment toolkit element
of guided pathways; 2) support data collection aalénrollment thru the CATEMA system,
which feeds our LaunchBoard; 3) increase earlyerag&ploration thru student participation in
Get Focused Stay Focused, a best practice, angpppr professional development for K-14
counselors to provide early career exploration tRathways to Paycheck, a best practice.
About 80,000 high school students have completed=Geused Stay Focused and 16,600 dual
enrollment courses (13,920 students) have beermtbgg

» Early Career Exploration: The Get Focused/Stay Focused curriculum has bdeantieély
tested in high schools by several community coBeigeall 7 regions in the state for use with
over 80,000 secondary level students. Career Cha@oed Changes, and MylOyearPlan help
students facilitate a planning process that: 1)ddes$ pathway selection to future student goals;
2) Development of a skills-based education plan;L8xds to a 10-year Plan focused on
successful completion and workforce entry. Thia Bunit curriculum that will ensure students
become college completers and help reduce att@nzhincrease completers.
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Economic and Workforce Development Program.In 1991, the Economic and Workforce
Development (EWD) Program was established to adv&walifornia’s economic growth and global
competitiveness, and in 2012, California law reat#ted EWD until January 1, 2018. EWD provides
grant funding to help community colleges become enmsponsive to the needs of employers,
employees and students. Grantees funded by EWBt assnmunity colleges in collaborating with
other public institutions in an effort to align oesces, foster cooperation across workforce edutati
and service delivery systems, and build well-attitad career pathways.

EWD grantees are education and/or industry spstsalvho use their subject matter expertise to
provide an expanded breadth of services. Theseicesninclude: developing industry-aligned
curriculum; providing training and work-based ldagh opportunities; conducting labor market
research; and connecting colleges with businedsisiny and other education providers. Additionally,
EWD is one of the main programs that support thanChllor’'s Office Doing What Matters for Jobs
and the Economy (DWM) framework, which providessture for a system of service to community
colleges, employers, workers and students aimesugporting the growth of California’s regional
economies. EWD provides grants for sector navigatdeputy sector navigators, technical assistance
providers and industry-driven regional collaborasiyor the DWM framework.

Sector navigators are first contacts for emplogad the community college system in a given pyorit
sector. Sector navigators develop an advisory wsiredor their sector and work across regions (or
statewide) to coordinate work plans and commurooatibetween deputy sector navigators. Sector
navigators partner with regional consortia and nexdl assistance providers to align community
college and other workforce development resouraéls the needs of industry. They track industry
trends with workforce development implications aa&kist the colleges in connecting to industry
associations and major employers. Sector navigédoititate the spread of information by identifgin
and disseminating curriculum models and effectivacfices and alerting and mobilizing regional
consortia to pursue contract and grant opportumitie

The March 2016, the EWD Program Annual Report ntitasin 2014-15, EWD funded 93 grants over
five major initiatives, totaling $22.9 million. Thiargest allotment of funds ($13.4 million) was
awarded to deputy sector navigators via 66 grarts. remainders of funds were distributed to 10
sector navigators ($3.8 million), seven grantsifidustry-driven regional collaboratives ($3.2 naifi),
grants for seven Centers of Excellence ($1.1 mijli@and $1.3 million to capacity building, training
and technical assistance providers supporting geshivork. Additionally, the report notes that EWD
delivered training for 24,639 people and provided@t5B students with work-based learning
opportunities via internships and apprenticeshipstotal, 1,105 EWD-supported students obtained
employment and 9,850 employees retained their j®obhs. program also served 11,364 businesses.
Subsequently, these businesses hired 1,628 pempler@ated 74 new products or services.

Current law requires the Chancellor’'s Office to @aliy submit a report by March 1 regarding the
expenditures for EWD and data summarizing outcoowmuntability performance measures. As of
March 20, 2017, the annual report for 2016-17 ldeen submitted to Legislature.

Strong Workforce Program. The 2016-17 budget provided $200 million ongoinggesition 98
General Fund for the Strong Workforce Program tprowe the availability and quality of CTE and
workforce programs leading to certificates, degreswl other credentials. The ongoing funding is
consistent with recommendations of the Task FomseWborkforce, Job Creation, and a Strong
Economy, a group established by the Board of Garer(BOG) in late 2014.
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AB 1602 (Committee on Budget), Chapter 24, Statutt016 requires community colleges to
coordinate their CTE activities within seven exigtregional consortia. Each consortium, consistiing
all community colleges in the region, is to enstivat its offerings are responsive to the needs of
employers, workers, civic leaders, and studentsthi® end, each consortium must collaborate with
local workforce development boards, economic dgweknt and industry sector leaders, and
representatives from civic and labor organizatiovithin its region. Each consortium also must
collaborate with LEAs, adult education consortiad anterested California State University and
University of California campuses to improve pragralignment.

Consortia must meet at least annually to develogpdate four—year program plans based on analyses
of regional labor market needs. Each plan mustudel regional goals aligned with performance
measures under the federal Workforce Innovation @mportunity Act (WIOA); a work plan,
spending plan, and budget for regionally prioridizgojects identifying the amounts allocated foe-en
time and ongoing expenditure; and a descriptionhef alignment of the plan with other CTE and
workforce plans in the area, including the regiondDA plan. The Chancellor's Office will review
the plans and provide technical assistance to chaswt meeting their goals. The Chancellor’s CHfi

is to post regional plans on the CCC website aadinming January 1, 2018, annually submit a report
to the Governor and the Legislature on performano&comes, disaggregated for underserved
demographic groups.

The budget directs the chancellor to provide 4@¢mr of program funds to the seven CTE regional
consortia and 60 percent directly to community egdl districts. Both pots of funding are for

supporting regionally prioritized initiatives aligd with their CTE program plans. The legislation

prohibits districts from using the new funds to @lapt existing support for CTE programs. The
legislation permits the chancellor to allocate agive percent of the funds to a community college
district for statewide activities to improve andvadister the program.

For 2016-17, each region’s and district’'s funditigcation will reflect its share of (1) the state’s
unemployed adults, (2) FTE students enrolled in Cd&rses, and (3) projected job openings. Each of
these factors will determine one—-third of that j@aflocation. Beginning in 2017-18, unemployment
and CTE enrollment each will comprise 33 percenthef allocation, job openings will comprise 17
percent, and successful workforce outcomes (aspeat by the WIOA performance measures) will
comprise 17 percent. The Chancellor’'s Office withyade its recommended funding allocation to DOF
and the Legislative Analyst’s Office by August 30each year. Release of funds is subject to DOF’s
approval. In the fall of 2016, the Chancellor’s iCdf established the 17 percent committee to make
recommendations to the structure of 17 percentakigrce outcomes and incentive based funding.
This work will culminate in a set of recommendatdoy May 2017.

AB 1602 also requires the Chancellor’s Office tbmit a plan by July 1, 2017, to (1) reduce the time
required to gain local and state approval for a sewse or program to no more than one academic
year and (2) ensure portability of approved couimed programs across colleges and districts. In
addition, the legislation directs the Chancello@dfice to eliminate barriers to hiring qualified
instructors for CTE courses, including reevaluatthg required minimum qualifications for CTE
instructors. The legislation directs the Chanc&lldbffice to consult with various stakeholders,
including the CCC Academic Senate and the Califo¥Workforce Development Board, in developing
these policies. Legislation also directs the Acade®enate to establish a CTE committee, with adtlea
70 percent of members consisting of CTE facultyptovide recommendations on CTE issues. The
subcommittee may wish to ask the Chancellor's @ff provide an update regarding the status of the
July 1, 2017 report regarding the course and progapproval process, and CTE faculty minimum
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gualifications.

Governor’s Budget Proposal.

As discussed in the subcommittee’s March 9th hgathre Governor proposes to fold funding for
CDE’s portion of the SB 1070 funds ($15.4 milliontaf $48 million) into the community colleges
strong workforce program. Under this program, tfferes previously funded through CDE are no
longer required to be funded, however the commuaodlfeges must consult with education and
community partners, including K-12 education, wipeamning how to expend funds.

The Administration also proposes trailer bill tdend the sunset date for the Economic and Workforce
Development Program from January 1, 2018, to JgnLia2023. Additionally, the budget proposes to
continue funding for the program at $23 million pwsition 98 General Fund.

Staff Recommendation Hold Open.
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Issue 9: Apprenticeship Programs

Panel
* Mollie Quasebarth, Department of Finance
e Judy Heiman, Legislative Analyst’s Office
e Mario Rodriguez, California Community College Chelhar’'s Office

Background

Apprenticeship programs help prepare individuatscreers in skilled crafts and trades by providing
classroom or online instruction and on the jobnirag. Classroom and online instruction give
apprentices an understanding of the theoreticaéaspof their crafts or trades, while on the job
training lets them put into practice what they teamnder the supervision of an experienced
journeyman. Apprenticeship programs cover a widgeaof crafts and trades, but most apprentices
participate in programs related to the constructi@lustry. Individual employers, joint employer and
labor groups, and employer associations sponsoreappeship programs. The Department of
Industrial Relations apprenticeship division hagnpary responsibility for overseeing apprenticeship
programs, and state law requires division to fogteymote, and develop the welfare of the appreatic
and the industry. The apprenticeship division thstes grants to apprenticeship programs to train
apprentices.

The Chancellor's Office and local education agendieEAs) also allocate state funding for the
classroom portion of apprenticeship training. ThateSs budget includes appropriations for minimum
annual funding levels set by Proposition 98 for B-sthools and community colleges. Included in
Proposition 98 funds are apportionments for appreship instruction funds, which are used to
reimburse apprenticeship programs for providing twisa known asrelated and supplemental
instructionto apprentices. Before fiscal year 2013-14, thifdaia Department of Education (CDE)
was responsible for allocating apprenticeship utiton funding to apprenticeship programs that were
administered by K-12 LEAs, while the Chancellorfi€® was responsible for allocating this funding
to programs administered by community college LEHswever, state law shifted the responsibility
of allocating apprenticeship instruction funding &l LEAs to the Chancellor's Office, beginning in
fiscal year 2013-14. The Chancellor's Office allesathis funding directly to LEAs that have
contracts with apprenticeship programs that haen approved by the apprenticeship division. The
Chancellor’'s Office reimburses LEAs based on theloer of hours of teaching time reported; these
hours should not include time that apprentices @pmm homework assignments. The Chancellor’s
Office and the Department of Education provided.$78illion to more than 260 other apprenticeship
programs throughout the state during the samegherio

In November 2016, the California State Auditor asked a reporfrade Apprenticeship Programs,
which found that the state needs to better overggarenticeship programs, such as the Air
Conditioning Trade Association (ACTA). Specificalthe report noted that ACTA claimed homework
assignment hours for reimbursement from CentrafiethiSchool District, however such claims are
not allowed for reimbursement under state law. Thancellor's Office was unaware that ACTA had
claimed these hours, and notes that it does notigeguidance to K-12 LEAs to verify attendance
hours. The State Auditor noted, that as a resattyéen 2010-11 through 2014-15, nearly $51,000 of
the $142,000 reimbursements to Central Unified urzedlowable because those funds were used for
homework assignments. The Chancellor's Office dwas regulations and accounting procedures for
community college attendance records, however #éngyed that they did not have statutory authority
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to implement similar requirements on K-12 LEAs oraudit their attendance records. As a result, the
State Auditor’s report recommended that in ordeetsure accountability, the Legislature should
amend state law to clarify that the Chancellor'did@f has the authority to provide accounting

guidance to and conduct audits of K-12 LEAS’ owgiisiof apprenticeship funding training.

Governor’s Budget Proposal

The Administration proposes trailer bill languagegtovide the Chancellor’s Office the ability todu
and verify hours for related and supplemental utsion reported to each community college district
by a participating apprenticeship program sponsaiditionally, trailer bill language provides the
Chancellor’'s Office the authority to provide guidarregarding procedures for verifying if the hours
for related and supplemental instruction. Thislérabill seeks to address the State Auditor’s recen
recommendations.

Staff Recommendation Hold Open
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Issue 10: State Operations

Panel
e Mollie Quasebarth, Department of Finance
e Judy Heiman, Legislative Analyst’s Office
e Mario Rodriguez, California Community College Chelhar’s Office

Background

The 17-member CCC Board of Governors, appointedhey Governor, sets policy and provides
guidance for the 72 districts and 113 colleges tlmatstitute the CCC system. The board selects a
chancellor for the system, and under state lamay delegate its duties and powers to the chamcello
In practice, the board relies on the Chancellorf8c® to conduct a formal consultation process with
CCC stakeholder groups and bring recommendatiotisetdoard for action. The Chancellor’'s Office
also carries out oversight required by statutesregdlations, manages the day-to-day operations of
the system, and manages implementation of stategvioigrams. In addition, the Chancellor’s Office
provides technical assistance to districts andege8 and conducts regional and statewide profession
development activities—a role that has expandeddent years with state funding for the Instituéibn
Effectiveness Partnership Initiative.

The Chancellor's Office has an executive office lbgdthe chancellor, executive vice chancellor, and
deputy chancellor, as well as ten divisions. Thecekve vice chancellor position currently is not
used. Other than Legal Affairs and Human Resouredsch are led by a general counsel and a
director, respectively, each of the remaining dorns is headed by a vice chancellor. Altogethes, th
Chancellor's Office has 166 authorized position§, wiich between 85 percent and 90 percent
typically are filled.

Senior Leadership Positions

Position Exempt Status
Executive Office Chancellor Yes Filled
Executive Vice Yes Vacant
Chancellor since 2014
Deputy Yes Filled
Chancellor
Divisions
Academic Affairs Vice Chancellor | Yes Filled
Workforce and Economic Vice Chancellor | Yes Filled
Development
Institutional Effectiveness Vice Chancellor | Yes Filled
College Finance and Facilities Vice Chancellor | Yes Filled
Planning
Governmental Relations Vice Chancellor | Yes Filled
Communications and Marketing | Vice Chancellor | No Filled
Technology, Research, and Vice Chancellor | No Filled
Information Systems
Human Resources and Internal Director No Filled
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Operations

Legal Affairs General Counsel | No Vacant
Student Services and Special Vice Chancellor | No Vacant
Programs since 2014

The Governor, with the recommendation of the BoafdGovernors, appoints an executive vice
chancellor, deputy chancellor, and four of the ermjbe chancellors. The deputy chancellor appoints
one additional vice chancellor. These appointeeseaempt from state civil service. The three other
vice chancellor positions are within the statelceervice, in the career executive assignment (CEA)
classification.

Governor’s Proposal

The Governor’'s budget includes funding for two &ddial exempt vice chancellor positions and
$378,000. The Governor proposes to make conforneimgnges to statute to authorize the two
additional Governor’'s appointments. The Administnatindicates that the additional positions are to
assist the Chancellor’s Office’s efforts to imprastadent success, address disparities in outcoones f
disadvantaged groups, and develop the proposeedjpi@athways program.

In the Governor's Budget Summary, the Governor sdfigat the Department of Finance will
collaborate with the Chancellor’'s Office throughapiring 2017 to revise the office’s organizational
framework. According to the Administration and tGbancellor's Office, a goal of the review is to
enable the new chancellor to shift the emphasithefoffice from primarily conducting regulatory
oversight toward primarily helping colleges meetaivide goals.

Legislative Analyst’s Office Comments

The Chancellor's Office representatives note that ¢urrent structure does not provide sufficient
capacity to drive the system toward improvementchSwork is more difficult in a decentralized
system like the community colleges than within areéncentralized or hierarchical organization. They
believe the organization is tasked with myriad nedes and expectations without adequate staffing
and expertise to meet those requirements. They lmdieve few resources are available for work
unrelated to compliance, including the more supypertvork of improving systemwide outcomes.
Moreover, the office has had a difficult time attrag and maintaining senior leadership, in pag thu
compensation levels that are significantly belowstntypically available at districts and collegas.

one example, the vice chancellor for student sesvmosition has not had a permanent occupant since
late 2014.

As one of his early actions, the new chancellordomted a survey of CCC faculty, staff, and other
stakeholders to gauge their perceptions of thea#Hirole. In the survey, the Chancellor asked aibou
the office’s level of regulatory oversight. A largejority (79 percent) of respondents generallyadr
that the current level of oversight is reasonalgigen the office’s responsibility to report to the
Legislature, Governor, and taxpayers. Among otr@able findings, three-quarters of respondents
generally agreed that the policy changes implentebtethe Chancellor's Office over the last five
years (such as new student success regulationbpaireg a positive impact on student outcomes, and
81 percent agreed that improving staffing and resesuat the Chancellor’'s Office could lead to brette
support for colleges.
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According to the LAO, the addition of more vice nballors would not necessarily best address the
shortcomings identified by the Chancellor's Offied the Administration. It could turn out that the
office needs greater capacity among research dsalyogram specialists, or deans. Moreover, the
proposed new positions would not necessarily addres office’s difficulty in attracting and retanng
senior leaders. Additionally, given the field's geal agreement on the importance of existing
oversight provided by the Chancellor's Office, aalvas the state’s reliance on this oversight tsues

the effective use of state funds, a notable shitya from this oversight role—as proposed by
the Governor—may not be warranted.

Given the Administration and the chancellor aretle midst of reviewing the organizational

framework of the Chancellor’s Office, it would beemature to add more vice chancellor positions at
this time. The LAO believes the Governor’s staffingd organizational proposal is in effect a
placeholder, pending conclusions from the review.

Staff Comments. Staff concurs with the LAO as it is unclear whag justification is and where these
additional positions may be placed. DOF indicateat they are still conducting the review, but the
positions will likely be placed in the Division dkechnology, Research and Information Systems, and
the Division of Workforce and Economic Developmehihe subcommittee may wish to consider if
additional positions are warranted, and whetheselsre the appropriate divisions. The subcommittee
may wish to ask the administration and the ChaacsllOffice to report on the status and results of
their review, and provide justification for any pasal to add positions or funding to the officeeTh
Chancellor’'s Office also could identify lower-valogersight activities that could be curtailed witho
adverse effect, thereby freeing up existing staffigher priority work, including better suppogin
system wide improvement.

Staff RecommendationHold Open.
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6100 DEPARTMENT OF EDUCATION

Item 1: Uniform Complaint Procedures Audit (Information Only)

Description:

In January 2017, the California State Auditor (&ji presented an audit report on the Uniform
Complaint Procedures, as requested by the Joinslaéige Audit Committee. For the purposes of this
hearing the auditor will focus primarily on the eadf the California Department of Education (CDE)
in this process.

Panel:

* Ryan Anderson, Legislative Analyst’s Office

« Tammy Lozano, California State Auditor’s Office
» Kris Patel, California State Auditor’s Office

» Debra Brown, California Department of Education
* Ed Hanson, Department of Finance

Background:

The Uniform Complaint Procedures (UCP) was esthbtisin 1991 to provide a standard process for
investigating complaints that schools or schoolirdis have violated federal or state laws and
regulations. Generally, local educational agen(li&As) are required to investigate UCP complaints;
however, complainants may appeal a decision toCib&. The areas covered under the UCP have
changed over time and are handled by a varietyfigirent offices within the CDE.
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CDE Programs Covered Under the UCP as of June 30026

CDE Office or Division
that Processes UCP

Education Program or Subject Area

First Covered Under the

Career and Transition
Division

Career Tech Ed Leadershi
and Instructional Support
Office

Categorical Program
Complaints Management
Office

Coordinated School Health
and Safety Office

Coordinated Student Suppc
Division

Division

Early Education and Support

Educational Equity UCP
Appeals Office

accommodations; and lesbian, gay
bisexual, transgender, and questioni
resources

UCP
Agricultural Vocational Education 1991
P Adult Education and Regional 1991
Occupation Centers and Programs
No Child Left Behind Act (2001) 2005
Programs (Titles I-VII)
Pupil Instruction: Course Periods
Without Educational Content or 2016
Previously Completed Courses
Unlawful Pupil Fees 2013
Education Rights of Foster and 2016
Homeless Students
Tobacco-Use Prevention Education 2002
American Indian Education Centers a
Early Childhood Education Program 2007
Assessments
Child Care and Development 1991
Discrimination; harassment;
intimidation; bullying; student lactatior 1991

(Lactation 2016)

Expanded Learning Division

Local Agency Systems

Support Office and School
Fiscal Services Division

Nutrition Services Division

School Facilities and
Transportation Division

Science, Technology,
Engineering, and
Mathematics Office

Special Education Division

After School Educatiowml &afety 1998
Local Control Funding Formula (LCFH 2013
Local Control and Accountability Plan 2013

(LCAP)
Child Nutrition 1991
School Facilities (Williams Complaints 2004
Physical Edupatlon: Instructional 2015
Minutes
Special Education 1991

Source: California State Auditor
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LEAs are required to follow all state and fedemlh$, and generally UCP complaints are required
through regulation to be first filed with the LEREAS are required to adopt policies and procedtoes
process UCP complaints and ensure staff take apatemctions. For most complaints, LEAs have 60
days to complete an investigation and issue a idecibowever some complaints have shorter time
frames.

A complainant has the option of appealing to theECWIthin 15 days of receiving a decision,
identifying for the CDE whether they are allegimg facts were incorrect or the law was misapplied.
When the CDE receives an appeal, it requests tlagedefiles from the LEA. The CDE reviews
whether the LEA followed UCP procedures, the evigesupports the fact finding for the decision,
and the LEA applied the law correctly. If the CDEtermines an appeal has merit, it may issue a
decision, require the LEA to investigate furthar,conduct its own investigation. The CDE may also
deny appeals, return the decision to the LEA fer ¢brrection of deficiencies, and forward any new
issue back to the LEA for investigation. Each ofésh actions, requires the CDE and the LEA to
respond according to regulations and may havewts set of requirements and timelines. In addition,
both LEAs and complainants may request reconsideraf the CDE’s decision.

To further add to the complexity, both state ardefal law govern the UCP process and generally one
or the other specifies the timelines for the CDEeasponding to appeals (often the requirement is 60
days), although in some subject areas there arénmaines. Finally, there are some areas and
circumstances in which the CDE must directly inéer® or investigate the complaint itself, rathentha
serving as the appeal body. These direct intererrdareas include subjects such as special education
and nutrition services, and when a complainant estjuanonymity because they fear retaliation or
other harm if they file a UCP complaint with theAE

The CDE is also required to monitor LEAs to enstompliance with the UCP as part of their federal
compliance monitoring. As part of this monitorinlge CDE samples LEAs from different areas of the
state for on-site or desk reviews, rotating theamand the type of review each year.

Auditor’s Findings. The auditor’s report found that the UCP processiwiCDE is in itself complex;
fourteen different divisions or offices within t@DE handle UCP issues. The CDE does not have
department-wide policies and procedures in pladeenathe wrong division receives a complaint, this
can impede the identification and passage of thaptaint to an appropriate division in a timely
manner. The CDE does not track UCP appeals andlaortgcentrally, instead each division or office
receives UCP workload and follows its own proc&%kile in some cases this may be appropriate, in
others it has led to delay of claims being resolgedbeing resolved inconsistently. This process can
also be difficult for LEAs and claimants who may desling with different rules and different offices
or divisions when trying to utilize the UCP process

The auditor recommends that the Legislature codlif@§P regulations and prescribe consistent
timelines for filing, investigation, and reviewing UCP complaints and appeals.

The auditor specifically recommends that the CDBusth designate a central office to receive
complaints and appeals with the following duties:
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» Distribute complaints and appeals to the appropdatision as soon as they are received.
» Establish a single database for tracking purposes.

» Track progress of divisions in meeting UCP procedwand timelines.

» Work with divisions to establish and align depantingolicies and procedures for UCP.

» Establish a standard investigation report formatfeision use.

» Monitor divisions’ decisions and reports to enstoepliance with requirements.

The auditor also recommends that:
* CDE Iinitiate regulations to include a 6o-day timelifor investigation of complaints and
reviews of appeals, unless otherwise specifiedatute or federal regulations.

- Allow the Nutrition Services division to investigatll complaints as direct intervention and
that Nutrition Services should provide complainanith investigation reports, even when the
complainant requests anonymity from the LEA.

The auditor made some additional recommendationandr the extension of investigations when
necessary and additional oversight of charter dchiieP complaints as well as recommendations
specific to LEAs local processes.

The CDE responded to the auditor's recommendatemd concurred with recommendations to
provide UCP information to complainant if the issseconfidential, include charter schools in UCP
reviews under federal monitoring, and revise UCHitooing criteria. The CDE partially concurred
with recommendations to allow direct interventidrnah Nutrition Services-related complaints, revise
regulations around extending UCP investigations wiérranted, review LEA extensions for
investigations as part of federal program moni@yriand establish in regulations a uniform timeline
for filing all complaints. The CDE did not concurtlv the recommendations to establish a central
office and align regulations with state and federalgrams.

Staff Comments:

Staff notes the UCP system is complex for all iredt individuals filing complaints and appeals,
LEAs processing complaints and the CDE as the &pgeé oversight body, and sometimes the
investigator of complaints. The UCP system wasterkay layers of federal and state law that were
not aligned in their conception and no major sysédignment has taken place since it was introduced.
The auditor’s report has revealed shortcomingshen durrent system; the Legislature may wish to
monitor efforts to ensure a more efficient prodessagencies involved and their stakeholders.

Suggested Questions:

* Does the CDE have any recommendations for alignfeinnelines for UCP complaints and
appeals?

* How is the CDE working to ensure that UCP comptaarid appeals are appropriately tracked
and assigned?

Staff Recommendation: Information only.
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Item 2: K-12 School Facilities
Panel:

» Dan Kaplan]egislative Analyst’s Office

* Cheryl Ide, Department of Finance

* Juan Mireles, Department of Education

» Lisa Silverman, Office of Public School Construatio
Background:

The State Facilities Program was created in 199&He purpose of allowing the state and school
districts to share the costs of building new schfaalilities and modernizing existing facilities.
Between 1998 and 2006 there were four-voter apprds@nds for the school facilities program
(totaling $35.4 billion) which funded the programdugh 2012.

Key Components of School Facilities Program

New Construction Eligibility Based on Enrollment Bjections.Districts submit specific ne
construction prjects for approval and receive a grant based emm trumber of current ai
projected unhoused students. The state awardsnigioai a first—come, firsserved basis. Tl
state and school districts share project costs 5&&0 basis. Districts are reced to subm
progress reports, expenditure reports, and proj@@tmation worksheets. Districts that rece
grants also are required to set aside thereent of their annual budget for roui
maintenance.

Modernization Eligibility Based on Age of BuildingDistricts submit specific modernizati
projects for approval and receive a grant basethemumber of students housed in build
that are at least 25 years old. The state awarafirfg on a first—come, firs¢erved basis. Tl
state and school districts share costs on d®®@asis. Districts are required to submit proc
reports and expenditure reports. Districts thaeirex grantsalso are required to set as
three percent of their annual budget for routinénteaance.

Financial Hardship Program Targeted to School Distts With Inadequate Local Resource
The state covers part or all of project costs fwmtrigts unable to meet the local me
requirement for new construction and modernizafojects. Districts have to levy t
maximum developer fee allowed (typically pércent of project costs), demonstrate |
effort (typically through placing a bond measuretba ballot), and certify they are unable
contribute the full match.

Several Categorical Programs Targeted to Specifiat& Priorities. The four state bor
measures enacted since 1998 have authorized vaabegorical facility programs. These h
included programs for reducing class sizes; altewgaovercrowding; building and renovati
charter schools; integraty career technical education into high schoolgjgating seismi
safety issues; and promoting projects with “highfgenance attributes” such as ene
efficiency, enhanced natural lighting, and useeafycled materials.

S.

Source:

Legislative Analyst’s Office
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In 2016, voters passed Proposition 51, which aigbdrthe state to sell $7 billion in general obliga
bonds to fund the existing school facilities pragréhe bond total was $9 billion, with $2 billion
designated for community colleges facilities.) @isttotal, $3 billion is for new construction projs,

$3 billion is for modernization projects, and tlemaining $1 billion is split between charter school
and career technical education projects. After bamts are approved by the voters, the State
Treasurer sells the bonds and the state repaygetieral obligation bonds using General Fund dollars
The state generally times the sale of bonds tocabenwith the amount of shovel-ready projects to
avoid paying interest on funds that are not imntetijaused.

LEAs have other options for financing school fa@k related projects, the most common of which are
local general obligation bonds, which can be pas@#ud 55 percent of voter approval and are repaid
by increasing local property tax rates. LEAs caspdkevy developer fees that may cover up to a
portion of the cost to build a new school, or ugeplocal funding sources.

Project Funding and Accountability.

The process for an LEA to apply for funding throudle school facilities program is complex and
involves multiple state agencies. LEAs building nsehools must work with CDE on selecting an
appropriate site. LEAs who are building new schawlsnodernizing old schools must also have their
plans approved by the Division of the State Aradtif®SA) to ensure they are field act compliant and
meet all other required standards. These steps lmeusbne whether or not a LEA is applying for state
funding. With approved plans, a LEA can apply te @ffice of Public School Construction (OPSC)
who will calculate the LEA'’s eligibility and chedpprovals, including certifying local matching find
are available and the project is shovel ready, reefimoving the project to the State Allocation Board
(SAB) for approval and a release of cash. Currdhiye are approximately $370 million in unfunded
projects (have already been through the approv@gss and are waiting for state financing) at the
SAB. In addition, there are $2 billion worth of pgots that are on an acknowledged list (have noego
through the approval process with OPSC). This lmackiccumulated as funding from prior bond sales
was exhausted in 2012.

Accountability for projects funded under the schizdglilities program also lies with the OPSC. LEAsS
must submit annual summary reports of state faasliéxpenditures to OPSC, which audits a sample of
the reports based on risk factors and project bizedoes not do site based audits. LEAs thatared

to have misspent funds are required to repay fomdise state or have future apportionments of funds
reduced. In 2015, the Office of State Audits anal&ations (OSAE) audited funding provided to
LEAs under the 2006 bond and found that 41 percadtnot been audited, and when sampling those
expenditures found that one percent was spentadigiinle items.

As workload at OPSC reduced when bond funding wémuested, the state reduced staffing at the
OPSC. OPSC historically has averaged around 130 atal today, is at a low point of approximately
50 staff.

Governor’s Proposal:

The Governor’s budget includes the assumptionttiestate will issue approximately $655 million in
school bonds in 2017-18 ($594 million from the 2@itd and $61 million from prior bonds.) This
amount would cover the unfunded list ($370 milliamd the remaining $285 million could be used to
process applications on the acknowledged list bardtie capacity of OPSC staff. The Administration
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has also noted that they are timing the sale ofibdo manage debt service payments over the coming
years. The Governor did not provide a scheduleoafitsales in the out years.

The Governor has also proposed to add state jadibihd expenditures to the local school audit
requirement that already exists for most LEA exptemels. The proposal has two parts: first, LEAS
would complete front-end grant agreements thatirmitthe terms, conditions, and accountability
requirements of the school facilities program: segoexpenditures would be audited through the
annual local audit process. The new grant agreeameoitild be put into place through regulations by
the State Allocation Board and the Administratiaxs lproposed trailer bill language to add school
facilities funding to the audit guide. The auddiler bill language would apply to all LEAs thateive
funding going forward.

The Governor also proposes other technical trdirchanges to ensure remaining unencumbered
funds in the State School Deferred Maintenance Farel transferred to the State School Site
Utilization Fund and that balances from the Schéakilities Emergency Repair Account are

transferred to the General Fund, as of July 1, 2018

Legislative Analyst’s Office Analysis:

The Legislative Analyst’'s Office (LAO) reviewed th&overnor's facility proposals in their
publication, The 2017-18 Budget: Proposition 98 Education Analysis. The LAO notes that the
Governor’'s planned bond sale in 2017-18 will onlgver a small portion of projects on the
acknowledged list and OPSC is likely to receive enmmojects in response to the new bond sale (in the
first two months after the approval of Propositiih OPSC reported receiving $158 million in project
requests.) The LAO recommends the LegislaturetlaskAdministration to provide information on
how the backlog of projects will be handled, aslwaslto provide information on the size and timing
for future bond sales. The LAO also recommendd.#ggslature ask the OPSC to report on how many
applications they are able to process on an arvasa$, given current staff levels, to inform a diexi

on staffing OPSC going forward.

The LAO analysis recommends adopting the Adminisings proposals related to accountability, the
proposals would ensure each LEA was subject tot dodihe state facilities program, rather than a
sample of LEAs, shift accountability to the locavél and treats facility expenditures similar thest
LEA expenditures. The LAO also recommends the llatyiee determine whether this change in OPSC
audit workload will free up positions that may lsed to process LEA funding applications.

Staff Comments:

Many LEAs are operating with aging infrastructuaied the list of projects waiting for OPSC review
and fund approval provides an indication that theneal need in the state for facilities fundinhe
Legislature should continue to monitor the plasdt and allocate bond funds to meet state neegis ov
the next few years and adjust staffing at the ORS@ropriately. The Legislature should also work
with the Administration to determine the appropisgvel of debt service the state should bear each
year from the sale of Proposition 51 bonds asgfatetermining an annual state budget.

Suggested Questions:

*  When will the Administration provide an estimateptdnned bond sales in future years?
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* Has the Administration considered increasing sigffat the OPSC considering the impending
bond sales?

* How many applications does the OPSC estimate itacerually process with current staffing
levels? Will a reduction in workload based on awtiihinges create additional staff capacity to
process applications?

* What resources or assistance does the CDE and @R&le for LEAs as they apply for
funding from the school facilities program?

Staff Recommendation: Hold open.
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6360 CGOMMISSION ON TEACHER CREDENTIALING

Item 3: Commission Budget Overview (Vote)

Description:

The Commission on Teacher Credentialing (CTC) wilbvide background information for the
agency, including an update on major activities andkload.

Panel:

* Kimberly Leahy, Department of Finance
* Dr. Mary Sandy, Executive Director, Commission @ad¢her Credentialing
» Dan Kaplan, Legislative Analyst's Office

Background:

Major Responsibilities. The CTC is responsible for the following major stajperations activities,
which are supported by special funds:

» Issuing credentials, permits, certificates, andvesa to qualified educators.
* Enforcing standards of practice and conduct fariged educators.

* Developing standards and procedures for the preparand licensure of school teachers and
school service providers.

» Evaluating and approving teacher and school seprnoeder preparation programs.
» Developing and administering competency exams ani@dpnance assessments.

Major Activities. In 2015-16,the CTC processed approximately 250,522 candidatécations for
credential and waiver documents, a 5.6 perceneasa over the prior year. In addition, the CTC
currently administers, largely through contractpil of six different educator exams annually.eTh
CTC also monitors the assignments of educatorsepuatts the findings to the Legislature.

The CTC is also responsible for misconduct casasving credential holders and applicants resulting
from criminal charges, reports of misconduct byaloeducational agencies, and misconduct disclosed
on applications. This workload will be examined méully in Item 4 of this agenda.

Lastly, the CTC is responsible for accrediting 2&dproved sponsors of educator preparation
programs, including public and private institutiasfshigher education and, local educational agencie
in California. (Of this total, there are 23 Caiifica State University campuses; eight University of
California campuses; 56 private colleges and usities; 166 local educational agencies; and one
other sponsor.)

Revenues.The CTC is a “special fund” agency whose stateaipms are largely supported by two
special funds — the Test Development and AdmiristmaAccount and the Teacher Credentials Fund.
Of the CTC’s $26 million state operations budgaipmsed for 2017-18, about $22 million is from
credential and accreditation fees, which are regesources for the Teacher Credentials Fund and $4

Senate Committee on Budget and Fiscal Review 10



Subcommittee No. 1

March 30, 2017

million is from educator exam fees, which fund thest Development and Administration Account.
The CTC also received one-time General Fund (bobpdaition 98 and non-Proposition 98) in 2015-
16 and 2016-17 for some one-time activities andtgpeograms.

Teacher Credentials Fund (Credential Fees).The Teacher Credentials Fund is generated by
fees for issuance of new and renewed credential®otrer documents. Current law requires, as
a part of the annual budget review process, theabeent of Finance to recommend to the
Legislature an appropriate credential fee suffici®ngenerate revenues necessary to support
the operating budget of the CTC, plus a prudergruesof not more than 10 percent. In the
2015-16 budget trailer bill, AB 104 (Committee ondget and Fiscal Review), Chapter 13,
Statutes of 2015, the credential fee, paid evesy Yiears, was increased from $70 to $100 per
applicant, with the additional revenue generataenided to support processing of teacher
misconduct caseload. In addition to credential iappbn fees, the CTC assesses fees on
teacher preparation programs to cover the costcofediting these programs. As of the
Governor's budget, it is projected that the Teadbdentials fund will have a balance of $9
million at the end of 2017-18. Much of this is aigated to be used as the misconduct backlog
caseload backlog is addressed.

Test Development and Administration Account (Exam Ees). The Test Development
Administration Account is generated by various feEsexams administered by the CTC, such
as the California Basic Educational Skills Test EEH), the Reading Instruction Competence
Assessment (RICA), the California Subject Examovagifor Teachers (CSET), the California
Teachers of English Learners (CTEL), and the Caldifo Preliminary Administrative
Credential Examination (CPACE). The CTC has stayutauthority for reviewing and
approving the examination fee structure, as needeensure that the examination program is
self-supporting.

Commission on Teacher Credentialing Expenditures ath Positions
(Dollars in thousands)

Fund Source 2015-16 2016-17 2017-18
Proposed

General Fund (non- $6,757 $12,533 $0

Proposition 98)

General Fund 20,000 0 0

(Proposition 98)

Teacher Credentials 18,555 23,496 21,745

Fund

Test Development 4,665 4,168 4,316

and Administration

Account

Reimbursements 788 458 308

Total Expenditures $50,765 $40,655 $26,369

(All Funds)

Positions 141.3 139.6 141.6

Source: Commission on Teacher Credentialing

One-Time Activities

The CTC has been funded for a variety of one-tiotviéies in the past few budget acts, including:
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Teacher and Administrator Test Development.The 2015 Budget Act provided $5 million
over two years ($4 million in 2015-16 and $1 miflien 2016-17) in non-Proposition 98
General Fund for the CTC to update the Californeadher Performance Assessment and
develop an Administrator Performance Assessmegnedi to the new state standards.

Accreditation Data System.The 2015 Budget Act included $5 million over tweays ($3.5
million in 2015-16 and $1.5 million in 2016-17) mon-Proposition 98 General Fund for the
development of a new accreditation data system.dRe continues to work on this project, it
is currently on time and on budget. On the CTC webthere are five data dashboards
currently available (more under development) thawige information in institutions offering
credentialing programs, teacher shortage, andrassigt of teachers. The CTC anticipates that
dashboards will be available in 2017-18. The CTQ a0 use this data system to streamline
the accrediting system for institutions.

Align Assessments with New Science Standard3he 2015 Budget Act also included
$600,000 from the Test Development and AdminisiratAccount to align the California

Subject Examinations for Teachers (CSET) with thextNGeneration Science Standards
(NGSS).

The CTC was also provided funding for a variety tedcher shortage initiatives; these will be
discussed later in this agenda.

Governor’s Proposal:

In addition to technical workload adjustments, @®/ernor’s budget proposes to fund three state
operations proposals in 2017-18:

Provides ongoing expenditure authority of $310,(8266,000 Teacher Credentials Fund and
$54,000 Test Development and Administration Accpuatprovide ongoing support for the
data warehouse and dashboard system that enallesaamks teacher preparation program
accreditation. This accreditation system was régeambuilt (as discussed above) and will
require ongoing funding for new system softwardadsrvices, and web hosting beyond what
was required to support the previous data system.

Provides additional expenditure authority of $509,QTeacher Credentials Fund) for two
permanent special investigator positions, two terayospecial investigator positions, and a
temporary retired annuitant attorney. This propasancluded in Issue 4 of this agenda for
discussion.

Provides additional expenditure authority of $200,§Teacher Credentials Fund and the Test
Development and Administration Account) to addrassncrease in rent with the signing of a
new building lease and to address ongoing incre@sessts charged to the CTC from the
Department of General Services (DGS) for contratitexhl services. While the CTC does not
currently have a final cost for the lease rene®@&S has indicated that the cost per square foot
could rise from the current $1.70 per square foas high as $2.20 per square foot. The total
square footage of the building is 36,800 square fessuming the lease cost increases to $2.20
per square foot, facility costs would increase B2®800 per year. Additionally, DGS has
increased their contracted fiscal services by $8bhgoing
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Legislative Analyst’s Office Analysis:

The LAO has no concerns with the Governor’s projsogaprovide additional expenditure authority

for additional teacher misconduct investigators fmchigher rent and accounting costs. However, the
LAO has concerns regarding the Governor's accridlitalata system proposal. The LAO notes that
the state provided $5 million in one-time fundirmy the CTC to develop an online dashboard to
monitor outcomes of teacher preparation progranesTC identified increased costs associated with
this new data system, but also asserted the nelbdas] would streamline its program monitoring

and reduce associated accreditation workload. Th€ Gas indicated that it has not yet achieved
saving from streamlining this process. However,ltA® recommends providing the $310,000 in one-

time funding to cover the year-one costs, and betighe CTC should start realizing savings to cover
these costs in the out-years.

Staff Comments:

Staff notes that the new accreditation data isesydst currently on time and on budget and provides
useful data for state administrators and policymakastitutions that provide teacher credentials,
teachers and potential teachers, LEAs, and the@quldis project has been rolled out in phases and
the cost and funding for ongoing support of thetaysshould be monitored by the Legislature in
determining an appropriate level of funding, inehgdpotential savings from streamlining of processe
within the CTC as a result of the new system.

Suggested Questions:

* How have stakeholders been utilizing the new adatoh data systems? What feedback has
the CTC received on their development of the dasids®

Staff Recommendation:Approve the following proposals as budgeted:

» $310,000 to provide ongoing support for the dateetvause and dashboard system.

« $277,000 to address an increase in rent and asaise in DGS'’s contracted fiscal services.

Vote:
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6360 CGOMMISSION ON TEACHER CREDENTIALING

Item 4: Teacher Misconduct Workload (Vote)

Description:

The Commission on Teacher Credentialing (CTC) iarghd with enforcing professional conduct
standards and monitors the conduct of credentialiGgmts and holders. The CTC has the authority to
discipline applicants or holders for misconductd amases that are not resolved at the CTC may be
referred to the Office of the Attorney General for administrative hearing. This issue covers the
process for reviewing teacher misconduct, the ixjstaseload and the use of additional funding
resources provided for these purposes.

Panel:

* Kimberly Leahy, Department of Finance

* Dr. Mary Sandy, Executive Director, Commission @ad¢her Credentialing

* Robert Sumner, Director of Legislative Affairs, @# of the Attorney General
* Dan Kaplan, Legislative Analyst’s Office

Background:

Role of the CTC.The CTC is charged with monitoring the moral féeaeand professional conduct of
teacher credential holders and applicants. The @&g take disciplinary action based on immoral or
unprofessional conduct, evident unfitness for serviefusal to obey laws regulating certified dsitie
unjustified refusal to perform under an employmeontract, addiction to intoxicating beverages or
controlled substances, commission of any act ofamtrpitude, or intentional fraud or deceit in an
application.

Under the direction of the CTC, the Committee ofdamtials (COC) meets monthly to review
misconduct cases. The COC is made up of seven misntbieee credential holders employed in public
schools, one school board member, and one publimbme Within the CTC, the Division of
Professional Practices investigates alleged misatingind presents the information to the COC. The
COC may close an investigation based on the evalencecommend disciplinary action. Actions by
the COC are subject to final approval by the CTPCcredential holder or applicant may challenge and
appeal any disciplinary action. Generally the psscéegins when the Division of Professional
Practices receives a report from an employing dctiistrict, complaint from knowledgeable source,
report of criminal conviction from the Departmentt dustice, or self-disclosure on a credential
application.

As a result of CTC changes in procedure, the nurobepen cases has remained fairly consistent over
the past three years, at about 2,300 — 2,600 agjiey time, down from a high of 3,374 in Octobér o
2011. The Division on Professional Practices haseased the number of cases it moves to the COC,
and is now stable at around 90 per month. In agdithe division was able to increase the number of
cases placed on the COC'’s consent calendar du&€@opBlicy changes,
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Role of the Attorney General.A credential holder or applicant may challenge sciglinary action
and request an administrative hearing. The Attoi@eperal’'s Office then represents the CTC before
an administrative law judge, who issues a propassision to the CTC. The CTC can then adopt the
decision, reduce the penalty, or reject the propakerision, review the transcript and issue a CTC
decision.

Remaining Backlog.Despite continuing efforts by the CTC, there camdis to be a backlog of cases,
however this backlog is in open cases at the Otifabe Attorney General. The CTC has been seeing
an increase in caseload due to high profile indslémat have increased district vigilance in reipgrt
The CTC noted in June 2014, that the caseload asfetlseeking an administrative hearing has been
steadily increasing since 2011-12.

In order to address this backlog, the 2015-16 buageincluded an increase in credentialing féEse
revenue generated by this is used to support additilegal staff, with approximately $5.1 million
budgeted annually for the commission’s costs foe tttorney General and the Office of
Administrative Hearing. The 2016 Budget Act inclddk8.5 million to address this backlog, including
$2.4 million in carryover from the 2015 Budget Adt. addition in September of 2016, the CTC
submitted a budget revision request that was aprtny the Department of Finance, and provided to
the Joint Legislative Budget Committee, that retpa$650,000 in funding designated for the Office
of the Attorney General, be instead retained atGm€ for purposes on investigation and completion
of files to a higher standard before they are mtedito the Office of the Attorney General. With
additional “front end” work, the CTC is helping ppevent the backlog at the Office of the Attorney
General from increasing. However, although in 20Z6$7.8 million was available for Office of the
Attorney General workload, the misconduct caselmatklog has yet to decrease.

Open Cases Assigned to the Attorney General

FY JUL | AUG | SEP | OCT | NOV | DEC | JAN | FEB | MAR |APR | MAY |JUN

2011-12| 114 | 110 | 107 106 106 110 102 100 95 90 86 89

2012-13| 82 81 82 82 85 87 91 97 97 97 104  1p7

2013-14 | 126 | 134 | 141} 145 147 147 151 1%6 189 166 169 179

2014-15| 182 | 185 | 194 215 210 223 215 230 228 219 228 229

2015-16 | 238 | 238 | 244| 249 250 254 266 265 280 281 279 P78
b

2016-17 | 282 | 283 | 283] 287 290  28¢ 297

Source: Commission on Teacher Credentialing

The Office of the Attorney General reports thatytlae in the process of hiring additional staff
attorneys who are dedicated to teacher miscondiseti@ad and that caseload has been transferred to a
division within the Office of the Attorney Genethlat specializes in credentialing issues and itebet
suited to this type of caseload.

Governor’'s Proposal:

The Governor's budget provides additional expemditauthority of $509,000 (Teacher Credentials
Fund) for two permanent special investigator posgj two temporary special investigator positions,
and a temporary retired annuitant attorney. Thés# will assist the Office of the Attorney General

and the CTC’s existing investigative staff in intigating and preparing educator discipline cases fo
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administrative hearing. This is a continuation e system created under through the budget revision
approved in 2016.

Legislative Analyst’s Office Analysis:

The LAO has no concerns with the Governor’'s propdsawever, the LAO recently completed an
analysis of staffing at the Office of the Attorn@gneral for these activities. The LAO notes thaieoa

on their review, the credential fee increase embirte2015-16 will likely generate more revenue than
is needed for workload in this area. As a resh#,ltAO recommends the Legislature monitor the issue
and revisit it during the 2018-19 budget procesddtermine whether any available funding could be
used for other CTC activities or whether the créidéng fee should be lowered.

Staff Comments:

The CTC and the Office of the Attorney General hs&en increasing teacher misconduct caseload for
multiple years and continue to struggle to ensases are closed in a timely manner. The monitoring
of teacher misconduct is vitally important to emsgrstudents have competent, appropriate staff in
their classrooms. The Legislature and Governor Heeen monitoring this important function of the
CTC for several years, resulting in a BSA audi2bill. The Legislature may wish to continue to
monitor the ability of the CTC and the Office oktAttorney General to prioritize the closure ofsthe
cases and may wish to request additional reportith the increase in resources budgeted over the
past few years, the Legislature should expecteassults in the next year.

Suggested Questions:
* When does the Office of the Attorney General edinthat teacher misconduct caseload will
return to a “normal” level? What can the subcomeaitexpect to see in terms of progress at

this time next year?

* Does the Administration or CTC have an estimatevbéther the funds generated from the
credentialing fee will be sufficient to cover teacimisconduct workload?

Staff Recommendation: Approve the following proposal as budgeted:
* $509,000 (Teacher Credentials Fund) for two permangnd two temporary special
investigator positions and a temporary retired #ant attorney to assist in investigating and

preparing educator discipline cases for administdtearing.

Vote:
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Item 5: Teacher Workforce Supply and Demand (Information Only)

Description:

This item will examine current trends in the statedacher workforce, including areas of potential
shortage and possible solutions.

Panel:

* Dan Kaplan, Legislative Analyst's Office
* Dr. Mary Sandy, Executive Director, Commission @ad¢her Credentialing

Background:

California currently has approximately 295,000 tess, about half in elementary schools, 40 percent
in middle and high schools, and almost 10 percenalternative schools, adult schools or other
education settings. Many of California’s teachesge been in the classroom a long time, on average
they have 14 years of experience, with almost bird-bf teachers over the age of 50.

There are a variety of paths to becoming a teach&alifornia, however, most new teachers first
obtain a preliminary credential, which is issued &p to a five year period, and then meet the
requirements for a clear credential. The generplirements are as follows:

For a preliminary credential, applicants must §aadl of the following:
» Complete a baccalaureate or higher degree, exeepprofessional education, from an
accredited college or university.
» Satisfy the basic skills requirement.

» Complete a teacher preparation program includirggesssful student teaching, and obtain a
formal recommendation for the credential by theifGalia college or university where the
program was completed. The Teacher Performancesasgent (TPA) is a required indicator
of recommendation for a credential.

» Verify subject matter competence through achiedrmassing score on the appropriate subject
matter examination(s).

* Pass the Reading Instruction Competence AssessfRéGA), or satisfy this requirement
through a teacher preparation program.

» Satisfy the Developing English Language Skills regaent.

 Complete a course on the U.S. Constitution or gas&xamination given by an accredited
college or university.

» Complete basic computer technology course work theludes the use of technology in
educational settings.
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For a clear credential, new teachers generally mastplete a CTC-approved General Education
Induction Program. Induction programs are mostrofiponsored by, or in partnership with, the school
district or county office of education employingetkeacher; however, colleges and universities, and
other school districts and county offices of edicrgtmay also provide these programs. The indactio
program is intended to provide support to a newheaand should be tailored to his or her needs and
the needs of the employer.

Teachers may also hold internship credentialsdvali two years, or one-year permits under certain
circumstances.

Teacher Supply and Demand DataAccording to the LAO, the supply of, and demand, foew
teachers is driven by a variety of factors, inahgdchanges in credentialing requirements, Propositi
98 school funding, state policies regarding classss and teacher pay among other things. Thera are
variety of data sources that may be considered vdetarmining whether the supply of teachers is
adequate to meet demand. New teacher credentalsnar indicator, but generally lag behind hiring
trends as shown in the chart below. The teachekfame is also made up of former teachers re-
entering the profession, and some new credentldeh®do not enter the profession.

Figure 34

Comparing New Teacher Credentials With
New Teacher Hires in California
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Source: Legislative Analyst’s Office

Teacher Shortage.LEA’s have experienced an influx of funding as #tate has recovered from the
last recession, teacher hiring and compensationntasased, and policies have been put in place to
ensure small class sizes and the posting of avaitaacher jobs on EdJoin (the statewide educalor |
portal).
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During the economic recession, LEA’s laid-off siggant numbers of teachers, deferred providing
raises, and often left teachers uncertain, for moat a time, of having a job the following yeaheT
effects of the economic recession contribute towéte enrollment trends in teacher preparation
programs, restricting the future pipeline of teashe

The LAO notes that statewide trends in credenggind teacher preparation programs only provide
some of the data on what is happening statewide .LNO finds that the statewide market for teachers
appears to be in the process of correcting itsletfugh persistent shortage areas remain. The more
common shortage areas in California are sciendmgbal education, special education, and math.
Low-income and urban schools often face highersrateturnover and difficulty filling positions,
although some rural areas may also face difficailiing positions for a variety of reasondso with

the passage of Proposition 58, which repealed gfigbronly immersion requirement, California will
likely see an increase in bilingual education pangs and a growing demand for bilingual education
teachers.

Another area of concern related to the currentiteashortage is the number of underprepared temcher
in the classroom. In 2015-16, California issued entban 10,000 substandard credentials and permits,
more than double the number issued in 2012-13.gFbatest growth has been in emergency permits
known as Provisional Intern Permits (PIPs) and Sherm Staff Permits (STSPs). Other factors that
affect the teacher workforce include: teacher tuenaates, class size reduction efforts, credengal
requirements, the overall desirability of the teaghprofession, and the availability of state furgi
among other factors.

Reducing the Teacher ShortageEfforts have been made by the state in the pastears to increase
the quality and availability of teachers in theestancluding the following:

e Educator Effectiveness.The 2015 Budget Act provided $500 million in oneéi Proposition
98 funding to enhance educator effectiveness. @fdmount, $490 million was provided to
school districts, county offices of education artthrter schools in an equal amount, per
certificated staff. The funding could be used for following purposes:

0 Beginning teacher and administrator support andtonieg.

o Professional development, coaching, and suppovicesr for teachers who have been
identified as needing improvement or additionalpsrp

o Professional development for teachers and admandist that is aligned to the state
academic content standards.

o Promote educator quality and effectiveness, inagdbut not limited to, training on
mentoring and coaching certificated staff and trajncertificated staff to support
effective teaching and learning.

As a condition of receiving funds, local educaticagencies must develop and adopt a plan for
expenditure of funds. Funds may be expended thraingh 2017-18 fiscal year. Local
educational agencies must also report to the CDBaw the funds were used on, or before
July 1, 2018, and the CDE must submit a reporhéoltegislature detailing these expenditures
by January 1, 2019.

» California Classified School Employee Teacher Credwialing Program. The 2016 Budget
Act provided $20 million in Proposition 98 fundirftp be used over five years) to create the
California Classified School Employee Teacher Cnéidéng Program. School districts,
county offices of education and charter schools eligible to apply for funding to recruit
classified employees to become credentialed teadhetheir district. The funding allocated
provides 1,000 grants, over five years, of up t®@@ per year for applicants that meet certain
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criteria. The CTC received 61 proposals requesaingotal of 5,582 slots for classified
employees under the grant program. The CTC awaatleld000 slots to 24 local educational
agencies.

Integrated Teacher Preparation Program Grant The 2016 Budget Act provided $10
million in one-time non-Proposition 98 General Fund the CTC to award one or two year
grants of up to $250,000 to postsecondary institistito create or improve existing four-year
integrated teacher preparation programs. In Decgntiibe CTC awarded a total of 34 grants,
totaling $7.8 million to institutions and then mdgased the request for proposals and identified
six additional institutions for grants, bringingettotal to $9.735 million in grant funding.

California Center on Teaching Careers.The 2016 Budget Act provided $5 million in one-
time Proposition 98 funding for the CTC to awartbeal educational agency to establish and
implement the California Center on Teaching Carei@r®rder to recruit individuals into the
teaching profession. The CTC awarded this gramanember to the Tulare County Office of
Education (COE). The Tulare COE proposal includssaldishing and supporting six
collaborating regional centers at COEs across téte $Los Angeles, Riverside, Shasta, San
Diego, Sonoma and Ventura), as well as an onliesgurce

Suggested Questions:

What statewide data is available currently, or eeded to inform the discussion of teacher
shortage?

How will the CTC’s new accreditation data systemdascussed in Issue 2 of this agenda,
provide additional insight into the teacher work®pipeline and future trends?

When will information on the success of the effartade in last year's budget to decrease the
teacher shortage be available?

Staff Recommendation:Information only.
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6100 DEPARTMENT OF EDUCATION
5180 DEPARTMENT OF SOCIAL SERVICES

Issue 1: Child Care and Early Education Overview (hformation Only)

Panel:
» Virginia Early, Legislative Analyst’s Office

Background:

Generally, programs in the early care and educaystem, have two objectives: to support parental
work participation and to support child developmésttildren, from birth to age five, are cared fada
instructed in child care programs, State Preschoisitional kindergarten, and the federal HeadtSt
program.

Child Care. California provides child care subsidies to some-iocome families, including families
participating in CalWORKSs. Families who have papiated in CalWORKSs are statutorily guaranteed
child care during “Stage 1” (when a family firstters CalWORKSs) and “Stage 2” (once a county
deems a family “stable”, defined differently by oby). In the past, the Legislature has, in the past
funded “Stage 3” (two years after a family stopsereing cash aid) entirely. Families remain in
Stage 3 until their income surpasses a specifisgstiold or their child ages out of the program. For
low-income families who do not participate in Cal\RKs, the state prioritizes based on income, with
lowest-income families served first. To qualify fubsidized child care: (1) parents demonstratd nee
for care (parents working, or participating in afueation or training program); (2) family income
must be below 70 percent of the state median in@hH), as calculated in 2007-08 (for a family of
three, the SMI cap is $42,216); and (3) childrerstine under the age of 13.

California State Preschool Program.State preschool provides both part-day and full-gdesvices
with developmentally-appropriate curriculum, and firograms are administered by local educational
agencies (LEAS), colleges, community-action agen@ed private nonprofits. State preschool can be
offered at a child care center, a family child caeéwork home, a school district, or a county affaf
education (COE). CSPP serves eligible three- andyear old children, with priority given to four-
year olds whose family is either on aid, is incoefigible (family income may not exceed 70 percent
of the SMI), is homeless, or the child is a reaipief protective services or has been identified as
being abused, neglected, or exploited, or at risgdetng abused, neglected or exploited.

Transitional Kindergarten. SB 1381 (Simitian), Chapter 705, Statutes of 20&facted the
“Kindergarten Readiness Act” and established tlaaditional kindergarten program, beginning in
2012-13, for children who turn five between Septentband December 1. Each elementary or unified
school district must offer developmentally-apprapei transitional kindergarten and kindergarten for
all eligible children, regardless of family incomé&ransitional kindergarten is funded through an
LEA’'s Local Control Funding Formula allocation. LEAmay enroll children in transitional
kindergarten that do not meet the age criteridhéytwill turn five by the end of the school year,
however, these students will not generate statgifignuntil they turn five.
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Overview of State’s Child Care and Preschool Programs
(2015-16)
CalWORKs Child Care - -
Stage 1 Begins when a participant enters the CalWORKSs program. 44 154
Stage 2 Families transition to Stage 2 when the county welfare 50,971
department deems them stable.
Stage 3 Families transition to Stage 3 two years after they stop 35,845
receiving cash aid. Families remain in Stage 3 until the
child ages out (at 13 years of age) or they exceed the
income eligibility cap.
Subtotal 130,970
Non-CalWORKs Child Care
General Child Care Program generally for low-income, working families that are 28,738
not current or former CalWORKSs recipients.
Alternative Payment Another program generally for low-income, working families 32,852
that are not current or former CalWORKSs recipients.
Migrant Child Care Program for migrant children. 3,060
Care for Children With Program for children with severe disabilities. Program limited 105
Severe Disabilities to the San Francisco Bay Area.
Subtotal 64,755
Preschool
State Preschool-part day Part-day, part-year preschool program for low-income families. 98,9586
State Preschool-full day Full-day, full-year preschool program for low-income, working 58,504
families.
Transitional Kindergarten = Part-day, part-year preschool program for all four-year olds 83,000
with birthdays between September 2 and December 2.
Subtotal 240,460
Total 436,185

Source: Legislative Analyst's Office

Funding. California provides child care and development prots through vouchers and contracts.

* Vouchers.The three stages of CalWORKSs child care and therdhtive Payment Program are
reimbursed through vouchers. Parents are offeredhars to purchase care from licensed or
license-exempt caregivers, such as friends orivelawho provide in-home care. Families can
use these vouchers at any licensed child care geowm the state, and the value of child care
vouchers is capped. The state will only pay ugheoregional market rate (RMR) — a different
amount in each county and based on regional surekyise cost of child care. The RMR is
currently set to the 5percentile of the 2014 RMR survey. If a family okes a child care
provider who charges more than the maximum amotititeovoucher, then a family must pay
the difference, called a co-payment. Typically,i#eT22 program — referring to the state Title
22 health and safety regulations that a licensediger must meet — serves families who
receive vouchers. The Department of Social Servib&sS) funds CalWORKSs Stage 1, and
county welfare departments locally administer tegpam. The California Department of
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Education (CDE) funds the remaining voucher prograwhich are administered locally by
Alternative Payment (AP) agencies statewide. AliBue Payment agencies (APs), which issue
vouchers to eligible families, are paid through thdministrative rate,” which provides them
with 17.5 percent of total contract amounts.

» Contracts. Providers of General Child Care, Migrant Child €aand State Preschool — known
as Title 5 programs for their compliance with Tllef the California Code of Regulations —
must meet additional requirements, such as developrassessments for children, rating
scales, and staff development. Title 5 programgraonwith, and receive payments directly
from, CDE. These programs receive the same reirmmest rate (depending on the age of the
child), no matter where in the state the programecgated. Since January 1, 2017, the standard
reimbursement rate (SRR) is $42.12 per child pgrod@nroliment.

For license-exempt care, reimbursement rates ara seventy percent of the regional reimbursement
rate established for family child care homes.

Child care and most state preschool programs amdefili through General Fund allocations. In
contrast, tranistional kinderagrten, is funded witoposition 98 funds through the Local Control
Funding Formula based on Average Daily Attendaid@A). A local district receives the same per
ADA funding for a transitional kindergarten studestfor a kindergarten student.

Child care and early childhood education programes generally capped programs, meaning that
funding is provided for a fixed amount of slotsvauchers, not for every qualifying family or child.
The exception is the CalWORKSs child care progratad8s 1 and 2), which are entitlement programs
in statute.

Subsidized child care programs are funded by a amatibn of non-Proposition 98 state General Fund
and federal funds. Until the 2011-12 fiscal ye&ae majority of these programs were funded from
within the Proposition 98 guarantee for K-14 ediggatin 2012, funding for state preschool and the
General Child Care Programs were consolidateduatling for the part-day/part-year state preschool
is now budgeted under the state preschool progndrich is funded from within the Proposition 98

guarantee. For LEA-run preschool, wrap-around tamgovide a full day of care for working parents
is Proposition 98 funding, while non-LEA state miesol providers receive funding from the General
Child Care program to support wrap-around care.

California also receives funding from the federall@ Care and Development Fund (CCDF), which is
comprised of federal funding for child care undke Child Care and Development Block Grant
(CCDBG) Act and the Social Security Act and frorddeal TANF funds.

From 2009-2013, overall funding for child care gwdschool programs decreased by $984 million;
and approximately 110,000 slots, across all programere eliminated. During this time, the stat® als
froze provider rates, cut license-exempt providaympents, and lowered income eligibility for
families. Since the recession, the state has iadestotal of $786 million ($388 million in Proptisn

98 General Fund and $448 million in non-Proposi®@@General Fund) back into the child care and
early education system, including $289 million #12-15, $283 million in 2015-16, and $239 million
in 2016-17 (once annualized), bringing 2016-17 fagdor child care and preschool to $3.7 billion
(federal and state funding).
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Issue 2: Governor’s Budget Funding Proposals

Panel:
» Virginia Early, Legislative Analyst’s Office
* Brianna Bruns, Department of Finance
* Debra Brown, Department of Education

Background:

The 2016 Budget Act included the first year of altryear increasan early childhood education
programs, including increased provider reimbursdmates and additional slots for the California
State Preschool Program. The agreement includetahinvestment of an ongoing $527 million by
2019-20. In addition, $53 million in one-time fundiwas included to hold-harmless for two years
(2016-17 and 2017-18), providers whose paymentddvatherwise be negatively impacted by the use
of an updated 2014 RMR survey in the calculatioratés. These increases were generally designed to
keep pace with increases to the state’s minimunewag

Specifically for 2016-17, the budget agreementuded:

* An increase of the Standard Reimbursement Rate \SP&d to center-based care and
preschools by 10 percent beginning January 1, 2017.

* An increase to the regional market rate (RMR) foueher-based child care to the 75th
percentile of the 2014 survey for that region, othe RMR for that region as it existed on
December 31, 2016, whichever is greater, begindargiary 1, 2017. Tie the RMR to the 75th
percentile of the 2014 survey for that region begig July 1, 2018.

* An increase to licensed exempt rates from 65 pérweid0 percent of the Family Child Care
Home rate beginning January 1, 2017.

* Legislative intent language to reimburse child qam@viders at the 85th percentile of the most
recent RMR survey and update the RMR ceilings w#lch new survey, based on available
funding. Also expresses legislative intent to fertlincrease the RMR ceilings through the
2018-19 fiscal year to reflect increased costsrtvigers resulting from the increases in the
state minimum wage.

* Expanded preschool by 8,877 full-day preschookstoer three years (2,959 added each year).
2016-17 Implementation Issues
* SRR Increase.The CDE, when implementing the SRR increase opé&@ent for 2016-17
effective January 1, 2017, was administrativelybl@do increase the SRR for their contracts

mid-year. As a result, the CDE, after consultatitin stakeholders, instead increased the SRR
by five percent across the full 2016-17 fiscal year
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* Preschool SlotsThe 2016 Budget Act included 2,959 new full-daggmhool slots for LEASs.
LEAs have applied for 519 full-day preschool slatel the CDE made the funds available for
part-day slots and received an additional 793 agpplications. Currently the CDE is preparing
to issue an additional request for proposals taafiy remaining slots. Statute does not allow
the CDE to release these slots to non-LEAS.

» Alternative Payment Program (APP) Costs.The 2016 Budget Act included an increase to
the RMR used for calculating payments for the ABR5 comes on top of increases in prior
years as the state builds back from cuts to clate programs taken during the recession. As a
result of multiple years of increases, the APP agmsnwere unable to accurately project the
numbers of families they are able to serve. Tow#rdend of 2016, CDE identified that many
APP agencies were over-enrolling families. To aselréhis issue, the CDE requested and
received approval for a budget revision to tran§f#5.9 million from savings in other child
care programs to cover this unanticipated expensde APP. CDE has requested that AP
providers suspend enrolling additional familieghéy are over their contract and is working
with AP providers and DOF on refining projections.

A related implementation issue is that while ratese updated based on more recent economic data,
income eligibility requirements for families remdnozen. Families lose their eligibility for subsdd

child care when they reach 70 percent of SMI (dsutated in 2007-08). According to the California
Budget and Policy Center, based on the Januar@1] ghinimum wage, a family of three with both
parents working for minimum wage would no longealify for subsidized care. This freeze impacts
the ability of providers to quickly fill availablglots and may destabilize families who lose catbair
wages increase.

Governor’s Budget Proposal:

The Governor's proposed child care and early edutdiudget includes total of $3.8 billion for
child care and preschool funding in 2017-18. Thkia slight increase (two percent or $76 millioir

the revised 2016-17 funding level and includes fagdor Transitional Kindergarten. This proposed
budget includes annualizing the 2016-17 increasetufles the SRR at five percent, rather than the
ten percent agreed to for 2016-17).

The Governor also proposes to suspend plannedaseseor rates and slots for 2017-18 and push the
full implementation of the multi-year plan to 202Q@- The Governor also does not provide a COLA
for child care programs. The Governor notes thisspan the implementation of the budget agreement
reflects revised estimates of General Fund reveD(@d= estimates this proposal saves $121 million in
General Fund and $105 million Proposition 98 dsllar
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Proposed Child Care and Early Education Budget (Dd&rs in Millions)

Change From 2016-17

201516 ANGH, 201712
Expenditures
CalWORKs Child Care
Stage 1 5334 418 5336 -532 -8%
Stage 2" 419 445 505 60 13
Stage 3 257 287 303 15 5
Subtotals ($1.010) (%1,150) ($1,193) ($43) (4%)
Non-CalWORKs Child Care
General Child Care® £305 £321 319 51 i
Alternative Payment Program 251 267 274 12 4%
Migrant Child Care 29 3 3 _4a 4
Care for Children With Severe Disabilities 2 2 2 _n _a
Infant and Toddler QRIS Grant (one-time) 24 — — — —
Subtotals ($611) ($620) (§630) (510) (2%)
Preschool Programs®
State Preschool—part day’ §425 5447 445 -52 s
State Preschool—full day b5 627 G438 21 3%
Transitional Kindergarten? 665 704 714 10 1
Preschool QRIS Grant 50 50 50 a —
Subtotals (81,695) (%$1,828) (51,857) (529) (2%)
Support Programs 576 550 582 -57 -8%
Totals §3,392 $3.,688 §3,763 §76 2%
Funding
Propaosition 98 General Fund $1,550 51,679 51,709 530 2%
Mon-Proposition 92 General Fund 485 934 1,002 18 2
Federal CCDF 573 B30 608 -32 -5
Federal TANF 385 3385 445 E1 16

*Reflects Department of Social Services' revised Stage 1 estimates. Refiects budget act appropriation for all other programs.
"Does not include $9.2 million provided to community colleges for cerdain child care senices.

“General Child Care funding for State Preschool wraparound care shown in State Preschool—full day.

YLess than §500,000 or 0.5 percent.

*Some CalWORKs and non-CalWORKs child care providers also use their funding to offer preschool.

‘Includes §1.6 million each year uzed for-a family literacy program st certain State Preschool programs.

IReflects preliminary LAC estimates. Transitional Kindergarten enroliment data not yet available for any year of the period.

QRIS = Quality Rating and Improvement System; CCOF=Child Care and Development Fund; TANF=Temporary Assistance for Needy Families; CDE =
California Department of Education; and DOF = Department of Finance.

Posted January 2017.
Source: Legislative Analyst’s Office
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LAO Analysis:

The LAO does not have a recommendation on the fgngause proposed by the Governor. However,
the LAO does recommend that the Legislature congiggking additional CSPP slots provided in
future years available for all providers, both LBEAd non-LEA. The LAO estimates that at least one in
five income-eligible four-year olds in California not receiving subsidized preschool through astat
or federal program, signaling that there is likstil additional need in the state for preschootsl
The LAO also notes that since LEAs also offer titamsal kindergarten and are reimbursed at higher
rates than for preschool, they may be incentivizedserve eligible four-year olds in transitional
kindergarten rather than preschool.

Suggested Questions:

» Does the Administration anticipate restoring fudisthe planned 2017-18 increases if more
funding is available in the May Revision?

* |Is CDE anticipating LEAs will apply for the remang CSPP slots as part of the latest outreach
efforts? What are LEAs citing as reasons not tdy&pp

* How are CDE and DOF working to refine APP agendyreges? Does the CDE anticipate any
additional over-enrollment issues this fiscal year?

Staff Recommendation Hold Open.
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Issue 3: Early Education Flexibility Proposals

Panel I
* Virginia Early, Legislative Analyst’s Office
* Brianna Bruns, Department of Finance
* Debra Brown, CDE

Panel II:
» Stephanie Ceminsky, Director of Early Childhood &ation, San Diego Unified School
District
» Larry Drury, Executive Director Go Kids, Inc.
*Panel Il will address Issues 2 and 3.

Background:

The state currently runs two programs for similaayed children, state preschool and transitional
kindergarten. These programs operate with diffeh@emding, eligibility, and requirements as shown on
the chart on the next page.

The state preschool program and transitional kigpakéen also have different health and safety
standards. State preschool programs must be lidergkfollow the Community Care Licensing

(CCL) health and safety standards under the DS&yikras Title 22 regulations. Some of these
licensing requirements include that classroomsk@n and sanitary, children are constantly
supervised, teachers are vaccinated and traingdtimid and medication, and cleaning supplies are
stored out of reach. The CCL division visit sitesry three years to monitor compliance. Any
complaints of violation are filed with the CCL, atite CCL must visit the facility within 10 days.

State preschool programs are also required to aimph environmental rating scale every three years
known as the Early Childhood Environment RatinglS¢ECERS), and are required to achieve a
minimum score of “good” in each area.

Transitional kindergarten programs are not requicemheet the same CCL health and safety standards,
but are instead required to meet the same facdijyirements as other K-12 buildings, and have some
similar health and safety requirements outlinethaCalifornia Education Code. Transitional
kindergarten classrooms are not inspected by D8%uay complaints of violation are subject to the K-
12 Uniform Complaint Procedure (UCP) process.

State preschool programs run by LEAs are requicedneet both the state preschool and K-12
requirements. LEAs argue that having to meet twoasse (but similar) sets of requirements is
duplicative and over burdensome. Some LEAs haezl ditis as a reason for not applying for State
Preschool slots.
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Figure 8
Comparing California’s Two Major Preschool Programs
State Preschool Transitional Kindergarten

Eligibility criteria Four-year olds from families with Four-year olds with birthdays between
incomes at or below 70 percent of state September 2 and December 2.0
median income as calculated in 2007.2
Children in full-day program must have
parents working or in school.

Providers Local education agencies and Local education agencies.
subsidized centers.

Program length At least 3 hours per day, 175 days per At least 3 hours per day, 180 days per
year for part-day program. At least year.

6.5 hours per day, 250 days per year
for full-day program.

Teacher qualifications Child Development Teacher Permit Bachelor's degree, Multiple Subject
(24 units of ECE/CD plus 16 general Teaching Credential, and a Child
education units).* Development Teacher Permit or

at least 24 units of ECE/CD or
comparable experience.®d

Staffing ratios 1:24 teacher-to-child ratio and 1:8 adult-  1:33 teacher-to-child ratio.
to-child ratio.

Annual funding per child® $4,386 (part-day) and $10,114 (full-day).  Average of $8,810.

a Programs may serve three-year olds from income-eligible families if all eligible and interested four-year olds have been served first.

Schoolz may serve younger four-year olds with birthdays bafore the end of the school year but those children do not genarate state funding until
they turn five.

¢ 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.

8 Funding rates are 2016-17 estimatos.

ECE/CD = Early Childhood Education/Child Development.

Source: Legislative Analyst's Office
Governor’s Proposal:

The Governor proposes a series of changes for daitd and early education through trailer bill
language to streamline and increase flexibility hwit the programs. The proposals include the
following:

Homeless Youth Definition.Align the state definition of homelessness with definition used for the
federal McKinney-Vento Homeless Assistance Act. Tdaeral definition is more expansive than the
current state definition and classifies childrerhameless if they are temporarily staying with oghe
due to the loss of housing.

Electronic Applications. Allow providers to accept electronic applicatioaed signatures from
families applying to subsidized child care or sfateschool programs.

State Preschool Program Serving Special Needs Chi@h. Allow state preschool programs to serve
children with special needs that do not meet tlvenme eligibility thresholds, as long as all eligibl
children are served first.
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State Preschool Program Licensing.Exempt state preschool programs from community care
licensing requirements (Title 22) if they operateKki-12 buildings that meet k-12 building standards.
Programs would still be subject to Title 5 requiests.

State Preschool Program StaffingExempt state preschool providers with a four ghbr rating on
the Quality Rating Improvement System from sta&sphool staffing ratio requirements (would still
need to meet licensing requirements of 1:12). Ratespreschool programs with low or no rating,
allow classrooms taught by a teacher with a mdtglbject teaching credential to operate with an
adult child ratio of 1:12 (currently 1:8).

Transitional Kindergarten Instructional Minutes. Allow school districts to run transitional
kindergarten and kindergarten programs on the ssiteefor different lengths of time. Currently,
because transitional kindergarten is considereditbeyear of a two-year program, school districts
operating both classes on the same site must @adhel same amount of instructional minutes or
request a waiver from the state board of education.

LAO Analysis:

The LAO has no concerns with the proposals to algnstate definition for homeless youth with the
federal definition and allow the use of electroapplications and signatures.

The LAO notes that given that there are still digant numbers of unserved, income-eligible,
preschool-aged children, the Legislature shoulectethe Governor's proposal to expand state
preschool enrollment to include higher-income sgleseeds children. The LAO notes that LEAS are
already responsible for ensuring all four-year aldth special needs receive the services designated
their individualized education plan. While well emded, the LAO notes that the proposal could
displace low-income children who do not have acdespreschool and could simply shift special
needs children already receiving services intophigram.

The LAO recommends that the Legislature rejeciptteschool alignment proposals and pursue a more
holistic reform of the state’s system to serve fgear old, instead of serving them through two
different systems with different requirements. brguing this reform, the Legislature would need to
determine eligibility criteria, program standardad funding levels. The LAO notes that although the
Administration intends to better align state presthprograms and transitional kindergarten, the
proposals instead add greater complexity to theesysFor example, the LAO notes that the licensing
flexibility requirements would create differencamang state preschool provided at LEAs and non-
LEAs and other changes to licensing and teach@sratreate differences between state preschool
programs, but do not align completely with tramsitil kindergarten. In addition, the LAO notes that
the staffing ratio proposal would allow a credeetiateacher to teach state preschool without early
education training and it is unclear why this teacivould be better prepared to serve more children
with less adult support than a teacher with eadllycation training.

Absent a more holistic reform of preschool and gitéonal kindergarten, the LAO recommends
adopting the transitional kindergarten instructiomainutes proposal. The LAO does note that
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transitional kindergarten and kindergarten receilie same amount of funding regardless of
instructional minutes.

Staff Comments:

The Administration’s proposals for electronic apgtions and homeless definition alignment are
common sense changes that will benefit families @odiders. In addition, as LEAs already have the
ability to seek waivers for differing instructionahinutes between transitional kindergarten and
kindergarten, allowing this in statute is consistaith current practice. The other proposals for
alignment and flexibility offer more complex chasg® current practices. The LAO makes sensible
recommendations for the state to step back and daleeger view of the state’s current programs.
Absent the ability to do this in the budget yehere are some issues the Legislature may want to
carefully consider. For the proposal to serve sge@eds students, the Legislature may want torensu
that the language is clear, and underlying prosesase in place, to ensure that all income eligible
children are first served in preschool programoiteehdditional children are made eligible. For the
licensing alignment proposals, the Legislature mayt to consider the differences between current
preschool program licensing and that proposed utidefovernor’s plan. While the two are similar,
there may be some health and safety requiremeatscydarly in respect to accountability that the
Legislature may want to consider retaining in sdamm. Finally, the Legislature may wish to consider
whether the proposal to amend staffing ratios tatespreschool provides for sufficient qualified
staffing to serve young children.

Suggested Questions:

* What differences has CDE, DOF, and LAO identifietMeen community care licensing (Title
22) and Title 5 standards?

* What are the biggest challenges for LEAs and gbheviders when providing state preschool?
Do the Governor’s proposals address these concerns?

 What do LEAs and other providers feel are besttes for staffing ratios for preschool-age
children?

* How will preschool providers ensure that all ellgibow income children are served before
including higher income special needs children heirt programs under the Governor’s
proposal?

Staff Recommendation:Hold Open.
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Issue 4: Quality Improvement Expenditure Plan

Panel:
» Virginia Early, Legislative Analyst’s Office
* Debra Brown, Department of Education
* Brianna Bruns, Department of Finance

Background:

California is required to spend a certain percemtafjfederal and state matching funds on quality
improvement activities. In 2016-17, the state wexguired to spend 10 percent of the total federdl an
state matching funds, or approximately $78 million,quality activities. Of this, three percent (ofit
the 10 percent set-aside) is required to be expkeadg@rograms for infants and toddlers.) The resglir
set-aside for quality activities is set to increaser the next few years, reaching 12 percent (3020
21. Allowable expenditures include activities sw@ashtraining for child care and preschool providers,
developing materials for providers, enforcing liseny requirements and providing support for parents
about child care options. The state currently mlesi funding for about 30 different quality
improvement programs, covering both state-levelidiets and county-level activities, each with thei
own set of requirements. The budget provides CD# wome discretion on how these funds are
allocated.

Quality Rating Improvement System.In 2012-13, California received a $75 million fealegrant to
develop and fund a Quality Rating Improvement Sys{®RIS). Some of these funds were used to
develop a matrix for rating child care and pres¢hmoviders based on indicators, including staff
gualifications, ratios and environment. The remanfunding went to local QRIS consortia to rate
programs and provide additional support servicesnfrove program quality. These services vary by
consortium, but could include stipends for teacherske early education classes, coaching or grant
to improve classroom environment.

The state provides $50 million in ongoing Propositf8 funding for QRIS for State Preschool. In
2015-16, the state provided $24 million in one-ti@®eneral Fund for QRIS for infants and toddlers (to
be used over three years). Additionally, First fifGania has made QRIS a priority in recent yeard a
dedicated $25 million in 2016-17 for QRIS for alpes of programs. Because much of the funding has
been dedicated to QRIS for State Preschool, therthajof programs participating in QRIS are
preschool programs. This funding for QRIS is nourded towards meeting the federal quality
improvement expenditure requirement.

Quality Improvement Expenditure Plan Revisions.The 2016 Budget Act required the CDE to
revise the State’s quality improvement expendifoien and submit the plan to the Legislature by
February 1, 2017. In developing their plan, thedaidill language directed CDE to retain funding fo
resource and referral agencies, local planning citsiand licensing enforcement. The language also
directed CDE to prioritize other funding for QRIBhe CDE plans to submit a revised expenditure
plan to the federal government after the enactroktite 2017-18 budget.

The CDE submitted its revised quality improvemelanpto the Legislature last month. The plan
reduces funding for nine programs in order to meviapproximately $5.1 million for an
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Infant/Toddler QRIS Block Grant. The figure belowtlnes the specific changes proposed by the
CDE.

Comparing Existing and Proposed Quality Improvement Expenditure Plans I
(In Thousands)
Parent resources Resource and Referral Agencies $22,280 $22,280 —
1-800-KIDS-793 Phone Line for Parents 2l o —
Subtotals ($22,471) ($22,371) —)
Tralning and technical  Program for Infant and Toddler Cara $6,846 56,453 -£303
asslstance California Preschool Instructional Network 4,000 4,000 —
Child Care Initiative Project 3,057 3,027 -30
Health and safety fraining grants and regional trainers 2,655 2,655 —
Inclusion and Behavior Consultation Metwork 920 920 —
Family Child Care at Its Best Project 767 767 —
Map fo Inclusive Child Care and CSEFEL 750 750 —
Desired Results field fraining G&T 66T —
Developmental Screening Metwork 176 176 —
California Strengthening Families Trainer Coordination 40 40 —
Subtotals ($19,877) ($19,455) (-8423)
Financlal ald AB 212 Child Care Retention Program $10,750 $8,063 -52,688
Subsidized TrustLine Applicant Reimbursement 461 461 —
Stipend for permit 435 435 —
Child Development Teacher and Supervisor Grant Program 38 226 92
Subtotals ($11,064) ($0,184) (-52,
Enforcement Licensing enforcement for child care programs $8,000 $8,000 —
Support to community  Child Development Training Consortium $3,273 $2,802 -$381
colleges California Early Childhood Mentor Program 2,966 2921 -45
Subtotals ($6,230) ($5,813) (6426
Early learning Desired Results system for children and families 51,025 §1,025 —
resources Development of early learning resources 950 500 -8450
Faculty Initiative Project 455 400 55
California Early Childhood Onling 200 200 —
Development of infant/toddler resources 180 180 —
Subfotals (52.909) ($2,395) (-8514)
Local planning Local Planning Councils 53,353 $3,353 —
Quallty Rating and QRIS certification grants $2,000 $1,000 -$1,000
Improvement System  Migrant QRIS Block Grant 800 800 —
(QRIS) Infant/Toddler QRIS Block Grant — 5,143 5,143
Subtotals ($2,800) ($6,943) ($4,143)
Program evaluations Evaluaftion of quality improvement activities 8570 $570 —
Totals $78,084 $78,084 -
4 Does not inchude $6 million in one-time funding provided for quality improvement activities in 2016-17.
CSEFEL = California Social Emotional Foundations of Earfy Leaming,

I S ———
Source: Legislative Analyst's Office
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LAO Analysis:

In reviewing the Quality Improvement Expendituramilthe LAO notes that the many of the activities
are essential for serving families, for examplegpams that help families find care, collect data on
child care providers, and identify areas of neeaweler, the LAO also notes that at the county level
there are a variety of programs and funds souftaisrhay overlap and could limit the ability of a

county to prioritize funding for the highest logadeds. In addition, the LAO notes that the stage ha
little data on whether programs are effective orasuees of outcomes related to improvement of
quality. Finally, more programs and funding areeastible to providers who contract directly with

CDE and already meet higher standards.

The LAO has the following recommendations relate@DE’s revised quality plan:

 Retain funding for resource and referral agenciesal planning councils, licensing
enforcement, and evaluation of quality improvemadtivities to ensure basic programs to
support families in accessing care and measuried aee funded ($34 million total).

» Consolidate $21 million in funding from seven pragis operated by county-level support
entities into a single county block grant. Allowuriy-level support entities to serve all types
of providers. Require county-level support entitesdentify a lead agency and develop a plan
for spending block grant funds. Require lead ageacgport annually on how funds are spent.

* Retain funding for remaining programs (nearly $28liom), but use planned evaluation
funding to hire an independent evaluator to asHem® over the next several years, starting
with the largest programs in 2017-18. Revisit fumgdievels in the future based on the results
of the evaluations.

Staff Comments:

The quality plan developed by the CDE has a sigaifi number of targeted programs with low dollar
amounts. While the state may wish to move to a nuammsolidated system of providing quality
funding for priority activity areas, the state maigh to move carefully to avoid dismantling progsam
that are successfully fulfilling a need for provisién a specific area of the state. The Legislatagy
wish to ask the LAO and CDE to work together tooramend how funds already set-aside for
evaluation could be used to look at program effeciess. In addition, in the process for determining
program effectiveness, the Legislature may alsd woesensure that local stakeholders are included in
determining program effectiveness and key measei@lticomes.

Suggested Questions:

* How will funding for the Infant/Toddler QRIS Blodkrant be used? Will additional funding be
needed in future years?

» Are there additional programs CDE is consideringfditure consolidation or elimination?
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What information does the CDE currently receivetigh the program evaluation funding?

Staff Recommendation:Hold Open.
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Issue 5: CalWORKSs Participation Update

Panel:

» Kim Johnson, Branch Chief, Child Care and Refugegfm, Department of Social Services

Background:

CalWORKs child care seeks to help a family transigmoothly from the immediate, short-term child
care needed as the parent starts work or workitesiyto stable, long-term child care. CalWORKs
Stage 1 is administered by the county welfare depants; Stages 2 and 3 are administered by
Alternative Payment Program (APP) agencies undartract with CDE. The three stages of
CalWORKs child care are defined as follows:

» Stage 1 begins with a family's entry into the CalRK3 program. Clients leave Stage 1 after
six months or when their situation is “stable,” amgen there is a slot available in Stage 2 or 3.

» Stage 2 begins after six months or after a recijgiemork or work activity has stabilized, or
when the family is transitioning off of aid. Clientnay continue to receive child care in Stage 2
up to two years after they are no longer eligibledid.

» Stage 3 begins when a funded space is availablenduath the client has acquired the 24
months of child care after transitioning off of &fdr former CalWORKSs recipients).

Historically, caseload projections have generadtgrbfunded for Stages 1, 2, and 3 in their entirety
although Stage 3 is not technically an entitlenwerdaseload-driven program.

CalWORKs Stage 1 Participation

In past years, the Legislature has expressed aoraderut low utilization rates for CalWORKSs child
care, particularly Stage 1. Child care in Stage frovided both to families working and those wh® a
participating in Welfare-to-Work (WTW) activitiesParticipation in these programs decreased
significantly during the recession as program pedicshifted, and since this time enrollment has
slowly increased, but is not back to pre-receskuals. In the first half of 2015-16, the utilizani rate

for Stage 1 and 2 child care of families with chelal participating in Welfare-to-Work activities is
approximately 34 percent, compared to 30 percer0i4-15 (this is not adjusted for families in
which one parent is in WTW activities and the otharent is available to provide care for children.)
For context, the County Welfare Director Associattmmpleted a survey, published in June 2016, that
looked at the number of families eligible for Stajeand 2 child care. Based on responses, they
estimate the utilization rate in CalWORKs Stagendl @ and all other CDE-subsidized child care is
approximately 45 percent. This survey also indigdteat about 29 percent of children are in some
other informal care arrangement. The most comreasan families choose not to utilize Stage 1 and
2 child care, according to the survey, are a pesfez to do things on their own, followed by consern
over burdensome paperwork and low reimbursemees.rat

Senate Committee on Budget and Fiscal Review 17



Subcommittees No. 1 and No. 3 April 6, 2017

CalWORKs Stage 1 Trend*
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Source: Department of Social Services
*Note: The spike in 2015 reflects a shift in datdlection rather than an actual increase in caseloa

In response to ongoing concerns, DSS has been ngptki increase understanding of CalWORKS
Stage 1 caseload and the processes of countidepgytialify families for Stage 1 child care and
transition eligible families to Stage 2 child caBsS has recently updated their data system aslyf J
1, 2015, to collect information on the actual numbe children receiving care, whereas the prior
system collected payment information quarterlyhvimited the ability of the department to trackeca
provided accurately across the year.

DSS is also analyzing data in greater depth arhiiVORKs Stage 1 84 percent of children are older
than age two, meaning they are eligible for a varodé other state and federal child care and edorcat
programs. DSS staff also embarked on series ofvsits to 14 counties to observe processes and
practices in providing CalWORKSs child care. Ovee thast year, DSS has participated in a working
group with CDE and child care stakeholders to erangome of the potential issues with families
accessing child care. This work informed a DSS@dunty Notice that will be released in the coming
days addressing best practices around accesslnesmnt| funding, and transferring of care.

Suggested Questions:
* What information did DSS gather from site visitdlweounties?

* What data is DSS collecting that will allow for arma complete assessment of participation in
Stage 1 CalWORKs?

Staff Recommendation:Information Only.
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| Issue 6: Related Proposals |

| 6A. California Legislative Women’s Caucus |

Panelist: Senator Connie M. Leyva, District 20, Vice Chairali@rnia Legislative Women’s
Caucus

Budget request.The Senator will present the California LegislatiWomen’s Caucus child care and
early education funding priorities.

6B. Twelve Month Eligibility and State Median Income

Panelist: Anna Levine, Senior Staff Attorney, Child Care L&e&nter

Budget request.The Child Care Law Center supports expanding l&lity for families in the child
care and early education system to align with #eemtly adopted changes to the state’s minimum
wage by (1) adopting a 12-month eligibility periahd (2) updating the state median income (SMlI)
eligibility guidelines to the most recent SMI andteeilings to 85 percent of the SMI.

6C. Child Care Eligibility for Children in Foster C are |

Panelist: Cathy Senderling-McDonald, California Welfare Di@s Association

Budget request.The County Welfare Directors Association of Cailifi@a requests a change to statute
to specify that a foster care grant is not congidexs income, nor counted for purposes of famig fe
when determining eligibility for child care subsdi Current CDE regulations require that children
both have a need and an income determination. @weccurs, children are placed onto a waiting lis
for child care subsidies based on their relativednd he concern under this current process isftinat
children in foster care, a foster care grant (whoaty covers basic board and care costs) may place
them with higher income than other children, themefdelaying, if not denying, their access to
subsidies.
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6100 DEPARTMENT OF EDUCATION

Issue 1: Local Control Funding Formula (LCFF)

Panel:

* Ryan Anderson, Legislative Analyst’s Office
» Lisa Mierczynski, Department of Finance
* Debra Brown, Department of Education

Background:

K-12 School Finance Reform.As of the 2016 Budget Act, the state appropriatesemthan
$60 billion in Proposition 98 funding (General Fuamt local property taxes) annually for K-12 public
schools. In 2013-14, the state significantly refednhe system for allocating funding to school
districts, charter schools, and county offices didi@tion. The LCFF replaced the state’s prior syste
of distributing funds to local education agencieEAs) through revenue limit apportionments (based
on per student average daily attendance) and ajppatey 50 state categorical education programs.

Under the old system, revenue limits provided LBEigh discretionary (unrestricted) funding for
general education purposes, and categorical progmstricted) funding was provided for specialized
purposes, with each program having a unique allmtatmethodology, spending restrictions, and
reporting requirements. Revenue limits made up abwo-thirds of state funding for schools, while
categorical program funding made up the remainimgrthird portion. For some time, that system was
criticized as being too state-driven, bureaucratiomplex, inequitable, and based on outdated
allocation methods that did not reflect currentistut needs.

Local Control Funding Formula. The LCFF combines the prior funding from revenuerits and
more than 30 categorical programs that were elitathaand uses new methods to allocate these
resources and future allocations to school districharter schools, and county offices of education
allowing LEAs much greater flexibility in how thespend the funds than under the prior system. There
is a single funding formula for school districtdacharter schools, and a separate funding fornarla f
county offices of education that has some simi&gitto the district formula, but also some key
differences.

School Districts and Charter Schools Formula.This formula is designed to provide districts and
charter schools with the bulk of their resourcesnnestricted funding to support the basic edunatio
program for all students. It also includes addaiofunding, based on the enroliment of low-income
students, English learners, and foster youth, dexVifor increasing or improving services to these
high-needs students. Low-income students, Enghamers, and foster youth students are referred to
as “unduplicated” students in reference to the LOEEause for the purpose of providing supplemental
and concentration grant funding, these students@ueated once, regardless of if they fit into more
than one of the three identified high-need categorMajor components of the formula are briefly
described below.
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» Base Grantsare calculated on a per-student basis (measurstubgnt average daily attendance)
according to grade span (K-3, 4-6, 7-8, and 9-1#) adjustments that increase the base rates for
grades K-3 (10.4 percent of base rate) and grades (2.6 percent of base rate). The adjustment
for grades K-3 is associated with a requirementetiuce class sizes in those grades to no more
than 24 students by 2020-21, unless other agresnaeatcollectively bargained at the local level.
The adjustment for grades 9-12 recognizes the iaddit cost of providing career technical
education in high schools.

» Supplemental Grantsprovide an additional 20 percent in base grantifupébr the percentage of
enrollment that is made up of unduplicated students

» Concentration Grants provide an additional 50 percent above base grantdifig for the
percentage of unduplicated students that excegub&®nt of total enrollment.

» Categorical Program add-ons for Targeted Instructional ImprovementcRIGrant and Home-to-
School Transportation provide districts the samewarh of funding they received for these two
programs in 2012-13. The transportation funds nbestised for transportation purposes. Charter
schools are not eligible for these add-ons.

 LCFF Economic Recovery Targetadd-on is provided to districts and charter schablheir
undeficited per-ADA funding under the old fundingdel (adjusted to projected 2020-21 levels) is
at or below the 99 percentile and the district or charter school wouive been better off under
the old funding model rather than the LCFF moddkTEpayments are frozen based upon the
calculations made by the California Department @fi¢ation in 2013-14.

 Hold Harmless Provisionensures that no school district or charter schablraceive less state
aid funding under the LCFF than its 2012-13 fundew@l under the old system.

County Offices of Education Formula. The County Offices of Education (COE) formula isry
similar to the school district formula, in terms pfoviding base grants, plus supplemental and
concentration grants for the students that COEsesdirectly, generally in an alternative school
setting. However, COEs receive the bulk of themrds through an operational grant that is calculated
based on the number of districts within the COE #&mel number of students county-wide. This
operational grant reflects the additional respdtisés COEs have for support and oversight of the
districts and students in their county. The COHnigla also includes hold harmless provisions. Each
COE receives at least as much funding under LCHEraseived in 2012-13 from revenue limits and
categorical programs. In addition, each COE receatdeast as much state General Fund as it reteive
in 2012-13 for categorical programs. COEs are mgéo required to provide the services these funds
sources previously covered. COEs reached theiettdwgding levels in 2014-15 and are adjusted each
year for COLAs and ADA growth.

The California County Superintendents Educatiorabises Association (CCSESA) is requesting an
ongoing budget augmentation of $16.8 million for E¥Xo continue to support, review, and approve
school district Local Control and AccountabilityaBs (LCAPs). Specifically, the proposal would

increase the “target” level of funding for COEs anthe LCFF by $50,000 per school district and $3
per ADA in the county. Under the proposal, the retate funding would be allocated to the lowest-
funded COEs, while those at higher levels of fugdioommonly referred to as “hold harmless”

counties) would be expected to use their existumgling to provide support to districts on their LEA
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Budget Appropriations. The LCFF establishes new “target” LCFF funding ants for each LEA,
and these amounts are adjusted annually for celstio adjustments (COLAs) and pupil counts.
When the formula was initially introduced, fundia§j school districts and charter schools at their
target levels was expected to take eight yearscastian additional $18 billion, with completion by
2020-21 and the Administration still anticipateatthmeframe.

Over the past three years, the state has madedeoasie investments towards implementing the
LCFF, as shown in the tables below. Overall, thd=EGQvas about 96 percent fully funded as of the
2016 Budget Act and the proposed additional investsrin 2017-18 would effectively only cover
COLA adjustments on the target and maintain a 96goe funding level.

Amounts Provided to fund increased costs for LCFFQollars in Billions)

Original Estimated .
Fiscal Year Need to Fully Fund | Gap Appropriation RETTEIITG NEEH (8
Fully Fund LCFF
LCFF

2013-14 $18.0 $2.1 $15.8
2014-15 N/A $4.7 $11.3
2015-16 N/A $6.0 $5.6
2016-17 N/A $2.9 $2.7 (estimated)

Figures may not sum due to changes between yaagsdath and cost of living adjustments.
Source: California Department of Education

Statewide Percentage of LCFF Targets Funded by Year

Implementation of the Local Control Funding Formula

(in Billions)

03 Target
O Gap
B Floor

$60

54% of
Remaining
Gap Funded
(DOF
Estimate)

$50 53% Gap
Funded

30% Gap
Funded

12% Gap
$40 | Funded

$30 | 96% of

= 0% of | Target

80% of Target
_72% of Target

Target

$10

2013-14 2014-15 2015-16 2016-17

Source: California Department of Education
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Each individual LEA was differently situated reletito its LCFF target when the formula was
implemented in 2013-14. Each LEA receives the sameentage of its remaining need in new
implementation funding, although the actual dokamnounts may vary. The intent is that all LEAs
reach full implementation at approximately the sdime. There are some exceptions as an LEA may
have already been at its target at initial impletagon or reached its target faster or slower based
other changes in its individual LCFF calculatiors éf 2015-16, of all the school districts and obart
schools in the state, 71 were at full implementatin362 were funded between 90 and 100 percent of
their target and 716 were between 82 and 90 pecateatget.

Because each LEA started at a different place laaskd on the students they serve, receive different
allocations of funding under the formula, LCFF imaogaLEAs differently. LCFF funding as a whole
increases 1.4 percent in 2017-18 under the Goverrimrdget projections. However under this
scenario, the Legislative Analyst’'s Office (LAO)tiesates that about 70 districts would experience
growth of two percent or more, 440 would experiegicavth of between one and two percent, and 435
districts would experience growth of less than peecent. LEAsS are also experiencing other costs
pressures including minimum wage increases, healtb increases, and rising pension costs that put
pressure on their budgets. A statutory formulaipuyilace by AB 1469 (Bonta), Chapter 47, Statutes
of 2014, will increase district contributions foemsions each year as a share of payroll through-202
21, while state contributions and teacher contiimst also increase. These increases for LEAS
commenced in 2014-15 while additional LCFF fundiagd other one-time fund sources were
significant. The LAO notes that for the years 2aB4through 2016-17, increases in LCFF have grown
significantly more than increase in pension coktyever, in 2017-18, that trend reverses with
pension costs growing more quickly. The LAO alstireates that over the full period of LCFF
implementation (anticipated to be through 2020-20FF growth is anticipated to outpace pension
costs. Finally, LEAs are impacted differently basaal their unique circumstances (numbers of
unduplicated students and LCFF funds, requireméntsspending based on supplemental and
concentration grants, planning for pension increaaed available reserves among other factors).

The significant ongoing allocations of funding fbre LCFF was made possible by considerable
growth in the Proposition 98 guarantee over thd f@as years. A strong economic recovery has
accelerated growth in the Proposition 98 guaranteding funding to make up for years of low
growth beginning in 2008-09. However, DepartmentFafance (DOF) projections for 2017-18
suggest a slowing in state revenues, as reflentadailable Proposition 98 resources for LCFF.

Governor’s Proposal:

The Governor’s budget proposes an increase of appately $744 million in 2017-18 to implement
the LCFF. Overall, this investment results in tbenfula funding at 96 percent of full implementation
in 2017-18, maintaining the same implementatiorc@aiage assumed as of the 2016 Budget Act. The
implementation percentage remains unchanged asethefunding is essentially covering the cost of
an adjustment to LCFF targets as adjusted in 2@lfblchanges in average daily attendance growth
and cost-of-living adjustments.

In addition, the 2017-18&overnor’s budget includes Proposition 98 estimfie2015-16 and 2016-17
that are below the levels assumed in the 2016 Buklige In order to avoid over-appropriating the
Proposition 98 minimum guarantee, the Governor @sep to defer $859.1 million of the funding
scheduled to be provided for LCFF implementati@amfr2016-17 to 2017-18. Thus payments to LEAS
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would shift from June 2017 to July 2017. This wob&la one-time deferral, fully paid off in the 2017
18 fiscal year.

The Governor also proposes minor technical chamgésiler bill to align statutory references under
LCFF.

LAO Analysis and Recommendations:

The LAO supports the Governor’'s budget proposapriavide additional ongoing funding towards
implementation of the LCFF. They note that the afsiinding to move towards full implementation is
consistent with the priorities of the Legislaturelahe Governor over the past few years, and utheer
adoption of the LCFF. The LAO also recommends thatstate exhaust all potential one-time options
before adopting a payment deferral for 2016-17.

The LAO recently released a report, “Re-Envision@aunty Offices of Education: A Study of Their
Mission and Funding”, that examines the fundingatire for COEs under the LCFF and the activities
COEs are required to undertake. The LAO notes bested on data from 2014-15, per pupil spending
by COEs varies widely; generally COEs spend lesgyvenile court student than is generated by each
student (roughly 70 percent statewide). Therdtig ldata on expenditures on students that COE® ser
based on agreements with LEAs and this arrangecoemplicates data on student spending. However,
generally COEs serving smaller numbers of studesgend more per student. The LAO roughly
estimated that COEs are spending up to $20 mifiemyears on required fiscal oversight activitied a
roughly $20 million in LCAP activities. RemainingCIEF funds are spent on optional activities, these
may include additional LCAP support, professionav@lopment, enrichment programs, and other
priorities. COEs may also provide other servicesafbich they charge a fee.

The LAO recommends changing the model for fundif@ES to fund COEs directly for their core
oversight activities. The LAO suggests that a fdartbat reflects this would adjust for the numbed a
size of districts in each county, and could po#dlytinclude an allocation for base COE costs. LEAs
would be funded directly for alternative schoold&nts, including juvenile court school students] an
allowed to contract with COEs or choose an altéragprovider to serve these students. The LAO
believes this would allow LEASs to oversee the smifor these students, including the quality and
cost, and accountability for student outcomes wdéalldo the LEA. Funding that COEs previously got
for optional serves would be shifted to LEAs whaildouse those funds to purchase services from
COEs, if desired. Finally, the LAO recommends tiha&ses change be phased in over a multiple year
period.

Staff Comments:

The Governor's proposed budget for 2017-18 reflsitwer growth for the budget year and revises
revenues downward for the previous two years. éndtea of education, this essentially results in a
workload budget with few new programs funded aredlt&@FF maintained at 96 percent fully funded.
The Legislature may wish to consider whether tongize any additional Proposition 98 funding, if
available at the May Revision, for LCFF implemeiatiat Although the formula is almost fully funded,

it still will take billions in additional ongoingesources to meet the target.

Finally, the Legislature should monitor any changesthe 2015-16 and 2016-17 Proposition 98
guarantee levels at the May Revision. Any growthh@ guarantee in these years would reduce the
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need to defer LCFF payments from one year to tix¢ mecrease the 2017-18 guarantee, and free-up
funding in 2017-18 under the Governor’s proposabther education uses.
Subcommittee Questions:
» If there are additional Proposition 98 funds ayd#éaat the May Revision, does the Department
of Finance anticipate proposing to increase theusnof ongoing funds committed to fully
funding the LCFF?

* How would increases in the guarantee at May Reavisipact the need for a deferral?

» |s the Department of Finance considering any changehe funding formula for districts or
county offices of education?

Staff Recommendation:

Hold open pending May Revision funding projections.
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6100 DEPARTMENT OF EDUCATION

Issue 2: Accountability Overview

Description:
Panel:

» Edgar Cabral, Legislative Analyst’s Office

» David Sapp, State Board of Education

* Debra Brown, Department of Education

* Josh Daniels, California Collaborative for EducasibExcellence
» Jessica Holmes, Department of Finance

Background:

Accountability. Prior to 2013-14, local educational agencies (LEA®re held accountable in
different ways for variety of programs. Each indival categorical program had its own accountability
requirements, although often this was limited taoamtability for the expenditure of funds in
accordance with allowable uses, rather than theanpn actual student outcomes. State and federal
accountability systems provided an aggregate measuschool and district performance and relied
primarily on student assessment data. The statd tls® Academic Performance Index (API)
constructed data from previous statewide assessnadighed to the former academic standards to
create a performance target. School districts, @sh@nd student subgroups that did not meet the
performance target were required to meet growtpetar The federal accountability system used a
measure called Adequate Yearly Progress (AYP) thks on student assessment scores, student
participation in assessments, graduation ratestlad\Pl. Schools and districts that failed to meet
benchmarks and make progress could be subjectetovémtions.

In 2013-14, the state began to transition to nesessmnents aligned to new statewide academic content
standards. Most student assessment scores wesaitdable for assessments given in the spring of
2014, since the state was piloting a new assesssystgm. Accordingly, based on statutory authority,
the SBE approved a recommendation by the stateiatgredent to not calculate the API for the 2013-
14, 2014-15, and 2015-16 years. In addition, Calitoinitially applied for and received a waiver of
federal law exempting the state from the calcufaiod the AYP for some schools and districts. In
December 2015, the federal No Child Left Behind et reauthorized as the Every Student Succeeds
Act (ESSA). Most federal accountability requirenteerare frozen based on 2016-17 during the
transition, with most new ESSA accountability regments effective in 2017-18.

This transition in test scores and, therefore, eggje accountability scores, aligns with an evotuin

what the state expects from LEAs with respect tcoantability. The LCFF statute included new
requirements for local planning and accountabtliigt focus on improving student outcomes in state
educational priorities and ensuring engagementaoéris, students, teachers, school employees, and
the public in the local process. In addition, tHeAE features a new system of continuous support for
underperforming school districts that do not maetrtgoals for improving student outcomes.
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Local Control and Accountability Plans (LCAP). To ensure accountability for LCFF funds, the state
requires that all school districts, charter schoatsd county offices of education annually adopd an
update a LCAP. The LCAP must include locally-detieed goals, actions, services, and expenditures
of LCFF funds for each school year in support & $tate educational priorities that are specifred i
statute, as well as any additional local priorities adopting the LCAP, LEAs must consult with
parents, students, teachers, and other school gegdo

The eight state priorities that must be addressdatie LCAP, for all students and significant studen
subgroups in a school district and at each sclaoel,

Williams settlement issues (adequacy of credentialed tescimstructional materials, and school
facilities).

* Implementation of academic content standards.
» Parental involvement.

» Pupil achievement (in part measured by statewidesasnents, Academic Performance Index, and
progress of English-language learners toward Emglisficiency).

* Pupil engagement (as measured by attendance, gadusnd dropout data).
» School climate (in part measured by suspensioreapdision rates).
* The extent to which students have access to a lwmade of study.

* Pupil outcomes for non-state-assessed coursesdy. st

County offices of education must also addressdheviing two priorities:
» Coordination of services for foster youth.

» Coordination of education for expelled students.

School district LCAPs are subject to review andrapal by county offices of education, while county
office of education LCAPs are subject to review apgroval by the State Superintendent of Public
Instruction (SPI). Statute also established a m®der districts to receive technical assistantzted

to their LCAPs. The SPI is authorized to intervéma district that is failing to improve outcomes f
students after receiving technical assistance.

At the November 2016 SBE meeting, the board todlkmdo adopt an updated version of the LCAP.

As part of the updating process, the CDE and SBE stvolved stakeholders and reviewed input.

Along with formatting changes to make the LCAP easo complete and review, the new version
includes an executive summary section includingnps designed to highlight how LEAs are

addressing the needs of their students. In addittee new LCAP, for use in the 2017-18 fiscal year

is a three year static plan that is updated ampuedther than a rolling three-year plan as in the
previous versions of the LCAP. Initial reactionsrr the field on the new template have been very
positive.
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Evaluation Rubrics. As required by LCFF statute, the SBE adopted ttws evaluate performance
based on specified criteria, known as evaluatiobrica, in September 2016. Specifically, the
evaluation rubrics developed by the SBE will: (19siat LEAs in evaluating their strengths,
weaknesses, and areas that require improvementasd¥t county superintendents of schools in
identifying and providing resources for LEAs in des technical assistance; and, (3) assist tharSPI
identifying LEAs for which technical support andiatervention is warrante&tatute further requires
that the evaluation rubrics provide for a multidmmnal assessment of district and school site
performance, including adopting standards for parémce and improvement in each of the state
priority areas.

The SBE is continuing work to refine the rubricsdainas developing an online tool called the
California School Dashboard, which was made avilamline in March of 2017. This new tool
includes the following components, some of whiah still in progress:

1) State and local performance indicators thaectfberformance on the LCFF priorities:

» State level indicators are available through theEGQiata system, CALPADS, are comparable
statewide, and include the following:

o Academic indicator based on student test scordsnglish Language Arts (ELA) and Math
for grades 3-8, including a measure of individwatient growth, when feasible, and results
on the Next Generation Science Standards assessaiamt available.

o College/career indicator, which combines Gradee$i 4cores on ELA and Math and other
measures of college and career readiness.

o English learner indicator that measures progregngfish learners toward English
language proficiency and incorporates data on seifleation rates (reclassification
standards vary by district).

o0 High school graduation rate.

o Chronic absence rates, when available.

0 Suspension rates by grade span.

» Local indicators rely on local data and are nobregdl at the state level. These include:

o Appropriately assigned teachers, access to cuancidligned instructional materials, and
safe, clean, and functional school facilities.

o Implementation of state academic standards.
o Parent engagement.
0 School climate — local climate surveys.

o Coordination of services for expelled students (tpwffices of education).
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o Coordination of services for foster youth (countfices of education).

2) Performance standards for each indicator allgwiBEAs and schools to identify both progress and
needed improvements. For each state indicatorSBte has determined a measurement based on an
LEA’s current performance and improvement over tifoeer a three-year period if available). This
combined measure then falls into a color-coded eamgth each LEA, school, and student group
measured annually. This method will allow for asigeaccessible display as part of the dashboard fo
district and school administrators, teachers, stigjeparents, and other stakeholders. Currently the
SBE has approved performance standards for thegegtareer indicator, English learner indicator,
academic indicator, graduation rate indicator, angpension rate indicator. The SBE is working on
performance standards for the Chronic Absence atalicfor which state data will be collected foe th
first time in 2017. For local indicators, the SB&shapproved some self-reflection tools and a method
for LEASs to self-assess as “met”, “not met”, or tmoet for more than two years.” The SBE and CDE
have several working groups in special subjectsatieat will continue to inform and help refine the
indicators over the next few years.

3) Criteria for determining when an LEA is eligilfler technical assistance or intervention. Based on
the performance standards for each of the indisatbe SBE has adopted a plan that details for each
state priority area, the levels for each indicabrwhich technical assistance and intervention are
needed.

4) Statements of model practice that describe reseand evidence-based practices related to each
indicator, as well as links to vetted external tegses. The development of these statements of model
practice is still underway through working groupsl dave not yet been approved by the SBE.

California Collaborative for Educational Excellence (CCEE). The CCEE was created as part of the
new LCFF accountability framework, with its goaladvise and assisthool districts charter schools,
and county offices of education to achieve goalgheir LCAPs under the LCFF. The CCEE is
required to advise and assist school districtshgowffices of education, and charter schools in
meeting the goals in their LCAPs. The CCEE may ramttwith individuals, LEAs, or organizations
with expertise in the LCAP state priority areas axgerience in improving the quality of teaching,
improving school and district leadership, and assireg the needs of student populations (such as
unduplicated students or students with exceptioealds.) The 2013 budget provided $10 million in
Proposition 98 funding for the CCEE; and subseqlemslation, SB 858 (Committee on Budget and
Fiscal Review), Chapter 32, Statutes of 2014, elddrthe encumbrance date for these funds through
the 2014-15 fiscal year. Of the total, $4.4 millimas encumbered. The remaining $5.6 million was
reallocated through the 2016 Budget Act in additima new appropriation of $24 million in one-time
Proposition 98 funds for the CCEE to conduct statewtraining for all LEAs and education
stakeholders on the evaluation rubrics and theg tasinform development of local control and
accountability plans, with a focus on improvingdsat outcomes and closing the achievement gap. At
least $20 million of the total is to be used fog Btatewide training activities. Up to $9.6 milliohthe
remaining funds may be used to support a pilot raogfor the CCEE to assist LEAS in improving
pupil outcomes.

Since the initial allocation of funds, the CCEE ha&gd an executive director and key staff, whoehav
conducted outreach and visited the 58 county daffiokeducation, involving study sessions with a
select, diverse group of LEAs. The CCEE has alseldped an expenditure plan for the statewide
training activities and pilot program. Some compueare already underway, as summarized below:
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Professional Development Plan:

« Annual workshops in the fall of 2016 (completeddl éime spring of 2017. These are held across
the state and open to all levels of interestedgmmftom school boards and district personnel to
the general public.

* A content library that houses vetted, aligned, acdurate materials to be used by local
trainings in local trainings. Initial content fohe libraryis currently being reviewed, and
additional contentvill be added over the next few years.

« Professional Learning Networks (PLNs) hosted bentowffices of education, statewide
organizations, and non-profits with LEA participard support collaborative efforts to build
capacity. Professional learning exchanges will levthe ability for PLN facilitators to
collaborate and work together to ensure consistantnaining and sharing of information.

« Customized trainings on the Dashboard upon redrmstassociations and individual LEAS.

Pilot Program

The pilot program is designed to assist the CCE#&eweloping and designing their work in providing
technical assistance and intervention to LEAs. G@EE Governing Board has approved 10 pilot
LEAs (nine school districts and one county offiéeeducation) that reflect urban, suburban, andlrura
areas with different needs for technical assistaimcselecting a pilot, the CCEE considers whether
LEA has: 1)persistent academic/achievement challenges asreadeby achievement gaps between
student demographic groups, test scores, or otk&ias; 2)aleadership team, including the Board of
Trustees overseeing the LEA, that fully commitpaoticipating in pilot processind 3) thesupport of
their county office of education. In spring of Z0the CCEE held a summit for pilot participant©QE
partners, staff, and CDE to inform the progresthefpilot program and collaborate on innovativeagléor
assisting LEAs.

Federal Accountability

Under ESSA, of the total Title | grant amount (appmately $2 billion), states must set aside seven
percent for school improvement interventions archiécal assistance. The majority of these funds
must be used to provide up to four-year grantsBEAd4. States may also set aside three percent of the
total Title | allocation for direct services to dants. Additionally, under Title | states are reqdito
adopt challenging academic standards (federal appiie not required) and implement standards-
aligned assessments in specified grade spans hjetsareas (the same as under NCLB).

States must develop accountability systems thatsetiools using academic achievement, growth rates
(K-8), graduation rates (high school), English tesair progress in language proficiency, and other
factors determined by the state. Academic growtlstnitave the greatest weight. Title | requires
identification of, and intervention in, the lowgstrforming five percent of schools, high schookst th
fail to graduate more than one-third of their studeand schools in which any subgroup is in the
lowest performing five percent and has not improveer time.

Governor’s Proposal:
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The Governor proposes trailer bill on the followisgues related to accountability:

» Current law allows the SBE to adopt the LCAP tertgpla accordance with the Bagley-Keene
Open Meetings Act, but exempts the adoption ofUGAP template from the Administrative
Procedures Act through January 31, 2018. The pebpesuld remove the sunset date for the
SBE to revise the LCAP template without going tlylothe regulatory process.

» Current law states that the SPI, with after comsiolh with the chartering authority and the
approval of the SBE, may assign a charter schachdsistance from the CCEE. The proposal
would instead allow a chartering authority to resjuafter consultation with the SPI and the
approval of the SBE, that the CCEE provide advind assistance a charter school. This
change in assignment of the CCEE’s services algtisthe structure for school districts and
county offices of education to access technicattswe from the CCEE.

Staff Comments:

The Legislature should continue to monitor the ang@ccountability work of the SBE and partners.
The new California Schools Dashboard is intendeldelp make a new more complex, multi-measure,
accountability system easily understandable tosttteol community and broader public. While the
dashboard has just been unveiled, the state slemgdre that the CCEE, SBE, CDE, and LEAs are
ensuring that information on how to use this neul ts accessible statewide and for all stakeholders
The information provided in the dashboard shouldkwio conjunction with the LCAP. Over the past
few years, LEAs have been uneven in the abilitgdmplete comprehensive LCAPs. The new LCAP
template combined with is designed to address roathese concerns and the Legislature may wish to
review progress as LEAs continue work with the nemplate and the dashboard.

The accountability system is intended to be a gsttdbr improvement. LEAs and their stakeholders
can use the information to drive change in prastaiethe local level to support outcomes for sttglen
and to make progress towards closing the achievegem However, for our schools and districts
facing the most challenges, the tools provided uphothe SBE and the work of the CDE, county
offices of education, and the CCEE will be criticalproviding the guidance to ensure these schools
and districts are providing the education the sttsldeserve. There have been multiple intervention,
turnaround, and support programs through federdl state law in past years, this new approach is
designed to create a continuous improvement culiaee build local capacity. The Legislature and
Governor have worked over multiple years on thiw approach. As with any new system, there will
be the need for adjustments along the way and #gslature should continue to be engaged in
oversight of the system and keep the focus on autsofor all students, including unduplicated and
subgroups of students.

Suggested Questions:

+ What feedback has been received on the dashbdamit® Are there additional functions or
upgrades that are planned to fully take advantage online tool?

» What progress has the CCEE made on implementints@hd when can the state anticipate
information on how the pilots are informing futlG€EE activities?

* What work is currently underway on developing aiddil indicators for the dashboard?
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6100 DEPARTMENT OF EDUCATION

Issue 3: Statewide Academic Content Standards andgRources

Panel:

» Edgar Cabral, Legislative Analyst’s Office
» Jessica Holmes, Department of Finance
» Debra Brown, Department of Education

Background:
Academic Content Standards.

Although the flow of funding and the new focus andent outcomes has significantly changed K-12
education, the biggest change in the classroombkas a conversion to new academic standards.
According to the CDE, “content standards were dexigto encourage the highest achievement of
every student, by defining the knowledge, concepitsl skills that students should acquire at each
grade level.” To incorporate new statewide acadeocamntent standards, the Legislature and the
Governor approved legislation that requires the 8Precommend, and the SBE to adopt, the
standards. California first adopted academic cdntandards in the late 1990s for English,

mathematics, science, and history-social scienaesuant to requirements in Education Code Section
60605. Additional adoptions of standards for othdrject areas followed over the next decade.

In August 2010, California adopted the Californian@non Core State Standards in English language
arts (ELA)/literacy and mathematics, through thesage of SB 1200 (Hancock), Chapter 654, Statutes
of 2012. These new standards were developed byaktion of states under the initiative of the
National Governors Association and the Council die€ State School Officers. The standards are
based on the College and Career Readiness anchutastis that define expectations for student
preparation for higher education and/or the worddorThe ELA standards include literacy standards
that cross other academic content subject areaddition to ELA.

In 2012, California adopted the California Engliskinguage Development (ELD) Standards, through
the passage of AB 124 (Fuentes), Chapter 605, t8satii 2011. These standards are aligned with the
California Common Core State Standards in Enghsigliage arts and describe the knowledge, skills,
and abilities that English learner students neegbadicipate fully in the appropriate grade-level
academic content. This adoption replaced the paosion of the ELD standards, adopted in 1999.

In 2013, California adopted the Next GeneratioreBee Standards (NGSS), through the passage of
SB 300 (Hancock), Chapter 624, Statutes of 201&. NGSS were developed by a coalition of states

and experts in science education, led by the NatiBesearch Council, the National Science Teachers
Association, and the American Association for thdv&ncement of Science and include the science
knowledge that all K-12 students should know bamethe most current science research.

Additional legislation chaptered in 2016 requirg@slating or creating standards in the following area
computer science (AB 2329 [Bonilla] Chapter 693prid languages (AB 2290 [Santiago] Chapter
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643), visual and performing arts (AB 2862 [O’'Dorh&hapter 647), and the creation of a model
curriculum for ethnic studies (AB 2016 [Alejo] Chap327).

Supporting Local Implementation. The SBE also adopts curriculum frameworks for gea-12,
which the CDE describes as instruction guidelimes“providing a firm foundation for curriculum and
instruction by describing the scope and sequencknoWwledge and the skills that all students are
expected to master”. The frameworks are writteruduents developed through a public process by the
Instructional Quality Commission and adopted by $isE. The adopted frameworks are available on
the CDE website. The SBE is also required to adopapproved list of instructional materials for
grades K-8 that meet state criteria, includingratignt with academic standards. These instructional
materials can be printed or non-printed, includigjtal materials. Under current law, school ddsi
can choose instructional materials for all gradegardless of whether or not they are on the state-
adopted instructional materials list, as long as/timeet state standards. The most recent adostion i
the history social science curriculum frameworkthwan adoption of the aligned instructional
materials list anticipated in November of 2017. Tolowing table is a snapshot of when the state ha
adopted standards and related resources in eagtsatea.

Adoption of State Standards and Related-Resources

Subject Area Initial New Curriculum |Instructional
Standards | Standards |Frameworks| Materials
English Language Arts* 1997 2010/2013 2014 2015
English Language Development 1999 2012 2014 201%
Mathematics 1997 2010/201B 2013 2014
Science*** 1998 2013 2002 2006
History Social Science 1998 N/A 2016 2005
Career Technical Education*** 2005 2013 2007 N/A
Visual and Performing Arts 2001 N/A 2004 2006
Physical Education** 2005 N/A 2008 N/A
Health Education*** 2008 N/A 2002 2004
Foreign/World Language*** 2009 N/A 2001 2003

*Includes Literacy Standards

**Model Standards

*** Curriculum Frameworks not currently aligned witdopted standards
Source: Data from California Department of Eduaatio

Funding for State Standards Implementation.Although most categorical funding that would have

previously been targeted to standards implememtatias collapsed into the LCFF, the state has still
provided a variety of fund sources for local impértation of statewide academic content standards.
An initial $1.25 billion was provided through anuedtion trailer bill, AB 86 (Committee on Budget

and Fiscal Review), Chapter 48, Statutes of 20@3support the implementation of state adopted
academic content standards. LEAs could encumieeiutids in 2013-14 or 2014-15 and use the funds
for (1) professional development, (2) instructiomadterials and (3) technology. The 2015 Budget Act
included $490 million in educator effectivenessdsinOne of the uses prescribed by statute, AB 104,
(Committee on Budget and Fiscal Review), ChapterSt&tutes of 2015, is professional development
aligned to recently-adopted statewide academicetrgtandards. LEAs continue to receive funds
from the state lottery, of which a portion mustdgent on instruction materials. The state also has
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provided one-time discretionary funding over thetplgw years and continues to provide ongoing
LCFF funding, both of which may be used for staddamplementation.

Governor’s Budget:

As discussed in the MarchH'%earing of this subcommittee, the Governor propdseprovide $287
million for school districts, county offices, andhaster schools in one—time Proposition 98 funds.
These funds would offset any existing mandate daimilar to prior years, this funding would be
allocated on a per-ADA basis. LEAs can use theirdfufor any purpose, however the Governor
includes language suggesting that school distrie®Es, and charter schools dedicate their one—time
funds to implementation of Common Core State Statsjaechnology, professional development,
induction programs for beginning teachers, andrdedemaintenance.

The Governor has also suspended funding for theuktgonal Quality Commission in 2017-18 due to

the reduction in available General Fund resounassjlting in one-time savings of $948,000 in 2017-
18. The workload of the commission in 2017-18 imtexl to statutory deadlines for updating or

creating standards in the following areas: compstéence, world languages, visual and performing
arts and the creation of a model curriculum fometlstudies. The Governor has proposed trailer bill
language that delays each of these workload regemés by one year. Finally, the Governor has
proposed trailer bill language to amend the goveraastructure of the computer science strategic
implementation advisory panel, requiring the Goeernather than the SPI, to convene the panel.

The Governor also proposes trailer bill language tould allow the CDE to charge publishers a fee
for participation in the instructional materialsoption process. This practice has been in placgesin
the recession for the adoption of instructionalariats for specific subject area adoptions anchie
language would allow CDE to continue a fee-basedtgss for any instructional materials adoption.
The Governor also proposes other minor techniedetrbill language related to assessments.

Suggested Questions:

 What resources do LEAs have to support their atilen of the new History and Social
Sciences Frameworks?

* Has any work been underway by the IQC on any ofstaadards-related work the Governor
has proposed to delay by one year?

* How are small publishers impacted by the fees reduior participation in the instructional
materials process?

Staff Recommendation:Hold Open.
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6100DEPARTMENT OF EDUCATION

Issue 4: Statewide Assessments

Panel:

» Edgar Cabral, Legislative Analyst’s Office
* Debra Brown, Department of Education
» Jessica Holmes, Department of Finance

Background:

Students’ grasp of academic content is measured biatewide student assessment system. The
system is in the process of being updated to reflee state’s adoption of new statewide content
standards. AB 484 (Bonilla) Chapter 489, Statufe®0d.3, eliminated several assessments that were
aligned to prior academic content standards, awodiged for a transition to assessments that are
aligned to the Common Core State Standards in §ilnddnguage arts and mathematics, English
language development standards and Next Generdfioence Standards. Of the statewide
assessments, in 2016-17, only ELA and Mathemaiticsu@ling California Alternative Assessments)
are aligned to the state’s most recently adoptaadstrds, as a result of the state’s participatioting
multi-state Smarter Balanced Assessment Consof®BAC) beginning in June, 201In the other
subject areas, new assessments are under devekoanaenntil they are operational, local educational
agencies will continue to use existing assessmailitgjed to previous standards, or pilot test new
assessments. Once fully implemented, this new eligtatewide assessments will align with new state
academic content standards.

California Assessment of Student Performance and Bgress (CAASPP)

1) English Language Arts and Math Assessments

The 2016-17 school year includes the third statmimidtration of ELA and mathematics
assessments aligned to the common core standandse Thew assessments are computer-based
and include computer-adaptive multiple choice goast as well as performance tasks, and require
access to computing devices and the internet fer absessment to be administered. These
assessments are given to students in grades tiglgeaad eleven.

In August of 2016, scores were released for thermkgear of ELA and mathematics assessments
and they showed improvement from the 2014-15 scdre€LA, the percentage of students
meeting or exceeding standards increased by 4t fleas percentage points in all grades except
grades eight and eleven, which increased by thoags In mathematics, the largest gains were
seen among third-graders, with 46 percent meetmgxceeding standards, an increase of six
points from last year. Other grades posted gairt@ofor three percentage points. However, scores
continue to show large disparities in performanoeiag different subgroups of students.
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2) Science Assessments
The Next Generation Science Standards (NGSS) fadegr kindergarten through 12 were
adopted by the SBE in September of 2013. Underrédaw, students must be assessed in
science at least once in each of the following grspgans: 3-5, 6-9, and 10-12. A new NGSS-
aligned assessment is under development and irttludéhe CAASPP contract and will be
pilot tested this spring in grades five, eight amte in high school (students from different
grades will be selected for the pilot). CDE antitgs an operational assessment to be available
in 2018-19. In the meantime the state has opteahaio assess students using the prior
assessment that is not linked to state standards.

3) Assessments for Students with Disabilities
California includes students with disabilities itatewide assessments, as required by federal
law. The current Smarter Balanced ELA and mathammatissessments include options for
assessing students with disabilities using acciéisgibupports and accommodations and this
takes the place of the previously used Californ@died Assessment (CMA). The CMA was
used to assess students with disabilities who havadividualized education plan that requires
modifications. Federal regulations also requireittodusion of students who cannot participate
in the general statewide assessment system. A rexgiom of the California Alternate
Assessment (CAA) for ELA and mathematics has beseldped and is currently operational.
The 2017 spring pilot CAA for science will be givém students enrolled in grades five and
eight and once in high school (i.e., grade tenjezigor twelve).

4) Primary Language Assessment
California has also historically provided for arpary language assessment for English learner
students to demonstrate mastery of reading/langadgestandards. Currently, the state allows
LEAs the option of continuing to administer thesixig standards-based test in Spanish (STS)
until a successor assessment is operational. LE&g ailso administer the STS to students
enrolled in dual-immersion programs at their owrpense. CDE anticipates that a fully
operational exam may be available in 2018-19.

Assessment of Language Developmenthe state currently administers an annual assesstoen
determine the progress of English learners in dg@net) English language proficiency. The current
assessment for this purpose is the California Bhdlanguage Development Test (CELDT). SB 201
(Lui) Ch. 478, Statutes of 2013, authorized theettggment of a new English Language Proficiency
Assessment for California (ELPAC). This new assesgnwill differ from the current annual
assessment in that it will include an assessmaninfoal identification of English learners and an
annual assessment to gauge a student’s progreasd®inglish proficiency. The new assessment will
also be aligned to the CCSS, including the new iEhghnguage development standards. According to
the CDE, an operational ELPAC will be availablehe spring of 2018. Until the ELPAC is in place,
the state will continue to administer the exist@ELDT to meet federal Title Il of the Elementary
and Secondary Education Act reporting requiremeAtsiew ELPAC assessment is intended to
provide additional information for LEAs as they ko reclassify English learners.

California High School Exit Exam (CAHSEE) SavingsSenate Bill 172 (Liu), Chapter 572, Statutes

of 2015, suspended the administration of the CAHS&tE the requirement that students pass this
exam as a condition of graduation from high schthwing the 2016-17 through 2018-19 school years,
or when the CAHSEE is no longer available. The diagiion also required the SPI to provide a

recommendation to the Legislature on the futurethef CAHSEE; the SPI released a report in

September 2016 and recommended that the CAHSEBRenaded as a graduation requirement.

Senate Committee on Budget and Fiscal Review 19



Subcommittee No. 1 April 20, 2017

Other AssessmentsThe CDE also maintains a variety of other assessm@miracts, such as the
California High School Proficiency Exam, the PhgsiEitness Test and other outreach and technical
reporting contracts.

Assessment FundingStatewide assessments have historically beenfaptiied between federal Title
VI funds and Proposition 98 General Fund. The 208Budget included funding for the second full
administration of the new Smarter Balanced ELA arahematics assessments in grades three
through eight and eleven, and the CAA in ELA andimin addition, funding continues to be
provided for development of new science and prinf@nguage assessments.

The CAASPP administration and assessment contesctbren awarded to the Educational Testing
Service (ETS) for activities from July 2015 throu@fecember 2018. The ETS contract covers
administration of the assessments, including telclyyp scoring, reporting, and development of new
assessments. CDE is also a member of the Smar@md@a Assessment Consortium (SBAC), which
owns the item bank (exam guestions) and tools, asdlormative assessments and the digital library.
In addition to contract costs, the state providEa's with a per-pupil apportionment amount to cover
the costs of administering assessments. Apportiatsnare paid one year in arears. The proposed
budget for assessments in 2017-18 (Governor’s ludgsummarized below, however, adjustments to
these amounts may be made in the May Revisiomatdontract costs are known and as adjustments
are made for the amount of available federal fugdin

Proposed 2017-18 Statewide Assessment Costs

Asssessment Activity Prop 98 Funds | Federal Funds | Total Projected

Projected Costs| Projected Costs Costs
Other Assessment-Related Contracts $1,490,000 $600,000 $2,090,000
English Language Development Assessment $5,014,000 $13,432,000 $18,446,000

Califomia Assessment of Student Performance and Bgress $80,763,000 $6,964,000 $87,727,000

Assessment Apportionments $23,223,000 $23,223,000
High School Proficiency Exam $1,244,000 $1,244,000
Reimbursements for High School Proficiency Exam 284,000 ($1,244,000)
Totals $110,490,000 $20,996,0P0 $131,486,000

Source: Department of Education

Suggested Questions:

 What plans does the CDE have for smooth implemientadf new assessments as they are
completed? Does this include outreach to parerdsaments?

 What resources are available for LEAs, parents, stndents to interpret score results and
understand the implications for instruction andvidual students?
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* What is the state’s plan for assessing studentscience until the new NGSS-aligned
assessment is operational?

Staff Recommendation: Hold Open. The budgeted amounts for statewidesassents will be
updated at the May Revision, based on final cdshases
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6100 DEPARTMENT OF EDUCATION

| Issue 1: Student Friendly Services: California Coktge Guidance Initiative

Panel:
» Tessa Carmen De Roy, Ed.D. Executive Director,f@alia College Guidance Initiative
» Jeff Vaca, Chief Governmental Relations Officeydrside County Office of Education

Background:

The Student Friendly Services budget item (6100-00@1) supports the California College Guidance
Initiative (CCGI). The CCGI is a non-profit orgaatmn that manages a college planning website,
(californiacolleges.edu) and provides other dalated services. Specific services include:

* Website services available to all middle and higihosl students:

o Personal account for tracking of academic planspodress, management of financial
aid and college admissions applications.

o Career assessment and tools to assist in care@oldede exploration

» Additional services available to partner distrigiay a fee to CCGI):

o Electronic transcript platform can be used to sulwarified transcript data along with
an application for admission to CSU.

o District data for counselors to track A-G coursesl ather academic progress of
students and districts to use for ensuring theynaa&ing progress towards college-
readiness for their students.

o Verified data for CCC to ensure correct placemehtincoming students (under
development).

o Data matching with the California Student Aid Corasion (under development).

Usage of the site has increased significantly enphst few years. In 2016-17, CCGI is working with
23 partner districts that serve approximately 4Q0,8tudents in grades six through 12 (approximately
13 percent of statewide enroliment and 21 perckstatewide free and reduced price lunch enrollment
in these grades.) In addition the number of partingricts is projected to grow to approximatelyidO
2017-18.
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Source:

Counties with current and/or potential

new 2017-18 districts

Counties with potential new 2017-18

districts
CCaGl

Funding.

Alameda County
Oakland
Hayward*

Fresno County
Firebaugh*
Kerman*

West Park*

Kings County
Hanford Joint Union*

Los Angeles County
Compton

El Monte

El Rancho

Hacienda La Puente
Long Beach

Los Angeles**
Norwalk-La Mirada*
Pomona

Rowland

Orange County
Anaheim
Garden Grove
Santa Ana

Riverside County
Coachella Valley*
Corona-Norco
Desert Sands
Hemet

Jurupa®

Moreno Valley
Murrieta Valley
Perris Union
Temecula Valley
ValVerde

Sacramento County
Sacramento City
Elk Grove*

May 4, 2017

San Bernardino
County

Chaffey Joint
Chino Valley
Upland

San Diego County
San Marcos

San Luis Obispo
County

Coast*

Paso Robles*
San Luis Coastal*
Templeton*

San Mateo County
Jefferson Union High*

Tulare County
Cutler-Orosi Joint*

Yolo County
Woodland Joint*

* Districts that have applied for 2017-18 but have not signed a contract.

#% Districts that have requested and received proposal for partnership from CCGI.

Prior to 2015-16, funding for Student Friendly See¢ was provided to the California Community
College Chancellor's Office who provided adminisitra services. In the 2015-16 budget act, the
$500,000 Proposition 98 appropriation was transteto the Riverside County Office of Education
who took over administration of the program andaalditional $500,000 in one- time funding was
provided to support the program. The 2016-17 budggtased ongoing support of Student Friendly
Services to $2.5 million. In addition, the CCGlea®s revenue from partner district fees (per sttide
fees for 2017-18 are $2.00 per middle school an@3per high school studentgises funds from
private foundations, and receives funding from CSble current and projected funding breakout is
shown below:
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2014-2015

2015-2016

2016-2017

2017-2018

(projected)

SFS line item (ongoing) | $500,000 $500,000 $2,500,000 | $2,500,000
One time funds $500,000

District Revenue - $250,000 | $750,000 $1,250,000
CSU Investment $75,000 $100,000 $250,000 $250,000%
Philanthropy $1,600,000 $1, 800,000 | $1,200,000 | $1,300,000
(operating funds)

Philanthropy - $1,100,000 | $200,000
(technology rebuild)

TOTALS $2,175,000 $3,150,000 | $5,800,000 | $5,725,000

*CSU investment funding amount to be determined.
Source: CCGI

Suggested Questions:

1. How does CCGI determine with which districts totpar? What is the demand among
districts statewide for these services?

2. What additional functionality is CCGI currently vkimg on or considering adding in future
years?

Staff Recommendation:Information Only.
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6100 DEPARTMENT OF EDUCATION

Issue 2: College Readiness Funds and Practices

Panel:

» Debra Brown, Department of Education

» Stephen Koffman, Executive Director, San Francldodied School District, Office of College
and Career Readiness

* Fernando Meza, Administrative Director of Pupil &m@munity Resources, Pomona Unified
School District

» Erick Gonzalez, High School Student

Background:

California Education Code includes specific reqdii@urses that students must pass in order to
graduate from high school and receive a diploma $tate sets minimum requirements, and local
school boards may establish their own graduatigmirements for their school district that include,
and may go beyond, the state requirements. BothJtheersity of California (UC), the California
State University (CSU), and many private collegaguire students to complete additional coursework
to be eligible for admission. This includes reqdife G courses, a total of 15 courses compareddo th
minimum 13 courses. California community collegee aequired to admit California residents
possessing a high school diploma or equivalentnaag admit students without diplomas under certain
circumstances. See the below chart for a comparidohigh school graduation, UC, and CSU
requirements:
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High School Subject Area

State Mandated
Requirements (EC
51225.3) for High Schoo

UC Requirements for
Freshman Admissions

CSU Requirements for
Freshman Admissions

Four years of approved

Four years of approved

Algebra |

English Three years
courses courses
Three years, includin . .
. . 4 g Three years, including
) Two years, including algebra, geometry, and
Mathematics algebra, geometry, and

intermediate algebra. Fou
years recommended.

=

intermediate algebra.

Social Studies/Science

Three years of history/soci
studies, including one year
U.S. history and geograph

one year of world history,

culture, and geography, or

semester of American
government and civics, an

one semester of economigs.

bl Two years of history/soci
(sftience, including one year
y;,U.S. history or one-half ye
of U.S. history and one-h
e year of civics or American
government; and one year
 world history, cultures, ang

geography.

'rl'wo years, including one yeg

and government and one y

of

f U.S. history or U.S. histo

of other approved social
science.

Science

Two years, including

Two years with lab require(

ear

biological and physical
sciences.

chosen from biology,

chemistry, and physics. Thre

years recommended.

i1'wo years, including one yg
of biological and one year
€ physical science with lab.

Foreign Language

One year of either visual and

performing arts, foreign

education.

Two years in same languag
language, or career techni¢calhree years recommende

d

Two years in same language.

Visual and Performing Arts

One year of either visual and
performing arts, foreign

language, or career techni¢al

One year of visual and
performing arts from
approved list.

One year of visual and
performing arts from
approved list.

of high school)

education.
Physical Education Two years N/A N/A
Electives N/A One year from approved list One year from appddige
Total 13 15 (7 inthe last two years 15

Source: Department of Education

College Readiness Block Grantln the 2016-17 budget act, $200 million in oneeifroposition 98
funding was provided to districts with studentgrades 9-12. Funds were distributed on a per-stude
basis for students who are low-income, foster yoathEnglish learners, with no LEA receiving less
than $75,000 if they served at least one low-ingofoster youth, or English learner student. LEAs
may use these funds over a three-year period teiggaadditional opportunities and supports for
students to increase their four-year college goatgs, such as expansion of A-G course offerings,
student and parent counseling, and advanced platesram fees. As a condition of receiving funds,
LEAs were required to submit a plan to CDE by Jaynda 2017. detailing how the LEA will measure
the impact of funds received on the LEA’s low-inagrfoster youth or English learner students access
and matriculation to higher education. CDE is auoilge working on a summary report of the
information LEAs have provided around this funding.
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College Readiness AccountabilityA College and Career Readiness Indicator was addpyethe
State Board of Education in February of 2017. Thes indicator is included in the state’s multiple
measure accountability system, the California Stlb@shboard. The indicator ranks post-secondary
preparedness with three levels: prepared, appnogghepared, and not prepared as described below:

* Prepared Level - Does the graduate meet at least@measure below?

High School Diploma and any one of the following:

o Career Technical Education (CTE) Pathway Complgtias one of the following criteria:
= Smarter Balanced Summative Assessments: At leasivel 3 "Standard Met" on
English language arts or mathematics and at leksvel 2 "Standard Nearly Met"
in the other subject area
= One semester/two quarters of dual enrollment wébsmg grade (Academic/CTE
subjects)
o At least a Level 3 "Standard Met" on both ELA anéthematics on Smarter Balanced
Summative Assessments
o Completion of two semesters/three quarters of [Emollment with a passing grade
(Academic and/or CTE subjects)
o Passing score on two advanced placement (AP) erxartgo international baccalaureate
(IB) exams
o Completion of courses that meet the University afifGrnia (UC) a-g criteriglus one of
the following criteria:
= CTE Pathway completion
= Smarter Balanced Summative Assessments: At leasivel 3 "Standard Met" on
ELA or Mathematics and at least a Level 2 "Standdedrly Met" in the other
subject area
= One semester/two quarters of Dual Enrollment waksing grade (Academic/CTE
subjects)
= Passing score on one AP ex@mR on one IB exam

- Approaching Prepared Level - Does the graduate meeat least one measure below?
High School Diploma and any one of the following:
o CTE Pathway completion.
o Scored at least Level 2 "Standard Nearly Met" oe on both ELA and Mathematics
Smarter Balanced Summative Assessments.
o Completion of one semester/two quarters of Dual olment with passing grade
(Academic/CTE subjects).
o Completion of courses that meet the UC a-g criteria
« Not Prepared Level

Student did not meet any measure above or didradugte.

Audit. The California State Auditor released a report gbrfaary of 2017 College Readiness of
California’s High School Studentshat analyzes access to and completion of coll@gparatory
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coursework needed for admission to the state’sipublversity systems. The audits recommendations
include:

» Devoting additional or reallocating existing resmasg to ensure students have the academic
preparation in kindergarten through grade eighbdoready to take on college preparatory
coursework in high school.

» Districts should develop and implement a model {ainto San Francisco Unified’s approach)
that allows for the identification of students whkoe not completing grade-level college
preparatory coursework and intervene, if necessary.

» Districts should create credit recovery optiong tleflect the needs of their students, such as
summer school and evening courses.

* Require CDE or other state entity to coordinatéestale college readiness efforts focused on
increasing college preparatory completion ratestangovide training and guidance to LEAs
throughout the state on the creation and applicatibappropriate district and school level
access analyses.

* Require county offices of education to monitor wics¢ to determine whether they offer
students adequate access to college preparatorsevaark and review district’s accountability
plans and actions to implement plans.

Suggested Questions:

1. For CDE: What common metrics have LEAs identified tracking the effectiveness of their
College Readiness Block Grant funding?

2. For LEA representatives: What needs did the disigientify as unique to their community or
population and how are they using block grant fagdind other funds sources to address those
needs and increase college readiness among stddents

3. For student representative: What resources did schwool provide to help ensure you had the
opportunity to ensure you were ready for post-sdapneducation? How did these help you to
meet your individual challenges as you prepardtemd college?

Staff Recommendation:Information Only.
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6440UNIVERSITY OF CALIFORNIA

Issue 3: UC Student Support Services Oversight

Panel:
» Jason Constantouros, Legislative Analyst Office
» Dave Marshall, Executive Vice Chancellor, Univeysif California, Santa Barbara
* Kieran Flaherty, University of California

Background

As part of a package of initiatives proposed byaBerPresident Pro Tempore Kevin de Ledn, the
2016-17 budget for UC included $20 million in o for support services for “low-income students
and students from underrepresented minority gréupsluding students who were enrolled in Local
Control Funding Formula (LCFF)-plus schools. LCHEspschools are schools where more than 75
percent of the school’s total enroliment (undupgkdd is composed of students who are either English
learners, eligible for a free or reduced-price meal foster youth. These schools are eligible for
supplemental funding under LCFF. The additionaldfng in the budget act was designed both to
increase the number of LCFF-plus and other lowsamecstudents who enroll at UC and to expand
academic support services to ensure their acadameess and timely graduation.

The UC Regents January board agenda notes thatgusf 2016, the UC Office of the President
(UCOP) allocated the $20 million in one-time fundsampuses based on the number of students who
graduated from LCFF-plus high schools who were lledmn each undergraduate campus in the fall
of 2015. Students who entered as either freshméransfers were included in this count. In addition
funds were set aside for outreach services prouigddC San Francisco and for supplemental funding
for particularly promising and innovative progranifie chart below displays the distribution of funds
and the number of LCFF-plus students by campus.

UC Campus One-time Funding Eligibility for
Enhanced Outreach and Student Support Services

: # of LCFF+
Campus Funding AR
Berkeley $1,552.000 2474
Davis 2,086,000 3.326
Irvine 3,451,000 5499
Los Angeles 2,651,000 4,226
Merced 1,374,000 2,190
Riverside 2,615,000 4,169
San Diego 1,745,000 2,782
San Francisco 300,000
Santa Barbara 1,667,000 2,658
Santa Cruz 1,559,000 2 485
Reserve: High-potential projects 1,000,000
Total $20,000,000 29 809
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Prior to receiving the allocation of funds, eacimpas was required to provide UCOP with a spending
plan indicating how these funds would be used, whdatome metrics would be tracked, and the
timeline for implementation. The additional one-¢irffunding could be used by campuses to expand
current programs or launch new efforts, but cowtlbe used to fund existing programs at their curre
scale.

Campuses were asked to use 20 to 40 percent offtimeling for efforts to increase the application,
admission, and enrollment of students from LCFFs@ahools. Examples of eligible funding include
partnering with community-based organizations tee@wareness of UC, and better serve LCFF-plus
students and their families, or using UC proprigtoftware other tools to identify students attegdi
LCFF-plus schools who are close to achieving U@ilality and providing college advising and
academic enrichment programs to those students.

The remaining 60 to 80 percent is to be used tuigecacademic support services to enrolled students
focusing on those who are low-income, first-genematcollege, or otherwise educationally
disadvantaged. Examples of eligible funding incluaigditional academic support and learning
assistance programs for students, including tadgsteport services in the fields of writing and
science, technology, engineering, and mathematdrdsaining faculty, advisors, and peer mentors how
to best support low-income, first-generation, amhliocationally-disadvantaged students. Campuses
provided preliminary progress reports to UCOP ie lapril regarding their efforts, and final reports
will be available in early fall.

Additionally, for the fall 2017 application cycla order for applicants to receive full considesatin

the comprehensive review process, campuses recepaal rosters of all applicants to from LCFF-
plus schools. For 2018, the UC application systaihbe redesigned to automatically identify these
applicants on their UC applications, which is sanilo how UC identifies students who qualify foe th
Eligibility in the Local Context Program. Additioltyg UC is also redesigning its application fee
waiver so that applicants who report low family anoes are automatically granted these waivers,
rather than being required to apply for them.

In addition to the one-time funding, AB 1602 (Corttee on Budget), Chapter 24, Statutes of 2016,
also required UC to provide direction to each casnmpgarding supplemental consideration in the
admission process for pupils who are enrolled ifFE®@Ilus schools, and meet all the same admission
requirements.
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6440 NIVERSITY OF CALIFORNIA
6610 CALIFORNIA STATE UNIVERSITY
Issue 4 Tuition (Information Only)

Panel:

» Christian Osmena, Department of Finance

» Jason Constantorous, Legislative Analyst's Office
* Kieran Flaherty, University of California

* Ryan Storm, California State University

Background.

Tuition and fees at UC and CSU tend to be volatilgh periods of flat tuition followed by sharp
increases. The periods of flat tuition generallyrespond to years in which the state experienced
economic growth, whereas the periods of steepotuiticreases generally correspond to periods when
the state experienced a recession. During recesdiom state has often balanced its budget inlyyart
reducing state funding for the segments. UC and ,G&lturn, increased tuition and fees to make up
for the loss of state support. This was the cagbarrecent recession; between 2004 and 2013ruiti
at UC and CSU more than doubled. However, as tbaay recovered, this trend of divestment
started to reverse. The passage of Proposition @D racent budget acts facilitated a renewed
investment in public higher education. Since thespge of Proposition 30 in 2012, the state has
funded a multiyear investment plan at UC and CSU.

Tuition Tends to Increase Sharply After Flat Periods
Year-Over-Year Percent Change in Systemwide Tuition and Fees

40% - uc
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University of California. In November 2015, the UC Regents’ authorized the RI€sident to
increase student tuition by up to 28 percent ower years. This action led to large public outcry
regarding the affordability of higher education.résponse to this outcry, the Administration arel th
UC developed a multi-year budget framework, reldaseMay 2015. Regarding state funding, the
Administration proposed providing four percent wwtrieted General Fund base increases. Regarding
tuition, UC committed to hold tuition flat for andditional two years. Moving forward, the
Administration noted that it is reasonable to expbkat tuition to increase modestly and predictadily
around the rate of inflation beginning in 2017-T&e Governor and the UC President also agreed on
several initiatives to reduce the cost structurehaf UC. Their framework, which was ultimately
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adopted by the Board of Regents, requires UC teataate how students’ prior academic experiences
are recognized as part of UC degree programs, hmasemic programs are structured, and how
instruction is delivered.

In January 2017, the UC Regents voted for a tuitienease of 2.5 percent, or $282, for a total ahnu
tuition of $11,502. Additionally, the UC Regentstew to increase the student services fee by five
percent, a $54 increase for a total of $1,128 dhnubhis will generate about $89 million. Of this
amount, UC notes that about (1) $31 million will pp@vided as financial aid to UC students, (2) the
remainder will help cover mental health servicemital needs, and student support services. This
tuition increase would grow state spending on QalnGby $17.7 million in 2017-18 beyond the costs
reflected in the Governor’'s budget. The regents alsted to increase nonresident tuition by five
percent, or $1,332.

The Administration’s budget assumes no tuition ease; however, the Governor’s budget summary
notes that any tuition increase at UC must be viewethe context of reducing the overall cost
structure.

California State University.

In November, the CSU’s adopted budget request decla base increase of (1) $325 million General
Fund and (2) about $18 million in increased tuitrewvenue from a planned one percent growth in
resident enroliment. The chart below displays t&JG request:

Dollars in Millions
Graduation Initiative 2025 $75
Enrollment Growth: 3,600 FTES $38.5
Compensation: Existing Contracts $139.1
Compensation: Open Contracts and Non- $55.1
represented employees
Academic Facilities and Infrastructure needs 510
Mandatory Costs $26
Total (assumes $18.8 million net tuition revenue $343.7
adjustment associated with increase of FTES

In contrast to CSU'’s request, the Administratiopfeposed budget only includes an increase of $157
million General Fund (about a four percent yearropgar General Fund augmentation)—$168 million
below the CSU’s budget request. In March 2017,G8&) Board of Trustees voted on a five percent
tuition increase, or $270, for a total annual tuitprice of $5,742. The tuition increase is schedub
take effect in fall 2017. As a part of the actidrithe Legislature fulfills the system’s budget vegt,

the chancellor will automatically rescind the toitiincrease. However, it is unclear what action the
CSU would take if the Legislature only partiallynfied their CSU’s request. This tuition increase
would generate about $77.5 million in net reverafter spending $38 million on State University
Grant (SUG) to students. This tuition increase wWayrow state spending on Cal Grant costs by $24.9
million in 2017-18, which is beyond the costs refézl in the Governor’s budget. CSU notes that more
than 60 percent of all CSU undergraduate studettsive grants and waivers (such as the Cal Grant,
Pell Grant, and SUG) to cover the full cost ofituit and nearly 80 percent of all students receive
some form of financial assistance. CSU does not&xihese percentages to change as a result of the
tuition increase.

Senate Committee on Budget and Fiscal Review 12



Subcommittee No. 1 May 4, 2017

The CSU notes the purpose of the tuition increade partially cover the support budget requed, an
would allow for significant investment in the Gradion Initiative 2025.

The Administration’s budget assumes no tuition @ase, however the Governor’'s budget summary
states that CSU’s proposed tuition increase musidyeed in the context of improving the graduation
rates. The subcommittee will discuss CSU’s graduatates later in this hearing.

The LAO notes that a five percent increase in dnitat CSU may be considered too high given
anticipated inflation in the budget year. InsteBdO suggests the Legislature consider a tuition
increase of a lesser amount (such as 2.5 percengjemerate funding for (1) additional transfer
enrollment growth and (2) a compensation pool ighining groups with open contracts.

Total Cost of Attendance.In addition to tuition and fees, other expensesag housing and food,
personal expenses, books and supplies, and traaspormake up the total cost of attendance for
higher education. The cost of attendance variegsaccampuses within each system because some
expenses, such as housing, vary by location. Theaitso varies depending on whether a student lives
on campus, off campus not with family, or off carapuith family. For each system, students living at
home with family have the lowest cost of attendandee cost of attendance for students living on
campus, and off campus not with family, tend tcsineilar.

Other States.According to the LAO, UC and CSU'’s tuition and filegels vary compared to public
colleges in other stateldC tends to have higher tuition and fees compaweathier public universities
with a similar level of research activity. Spedifily, UC’s tuition and fees are higher than all ben

of the 65 largest public research universitiestimep states. By contrast, tuition and fees at C8J a
lower than all but 42 universities among a group24# masters—level public universities in other
states.

Financial Aid. As discussed in the subcommittee’s MarcH héaring on financial aid, California has
one of the country’'s most generous state finanaidl programs, which helps many low-income
students attend UC and CSU. The state’s Cal Grnargram guarantees aid to California high school
graduates and community college transfer studemhis meet financial need criteria and academic
criteria. In addition, students who do not qualiéy high school or community college entitlement
awards but meet other eligibility criteria may apfadr a limited number of competitive grants. Awsrd
cover full systemwide tuition and fees at the U@ &BU, and up to a fixed dollar amount toward
costs at private colleges. The Cal Grant prograso alffers stipends, known as access awards, for
some students to help cover some living expensaesh @s the cost of books, supplies, and
transportation. A student generally may receive @ Grant for a maximum four years of full-
time college enrollment or the equivalent. Cal Grapending is driven by increased tuition and
participation.

Student Loans and DebtAccording to the Legislative Analyst’'s Office, llge time UC and CSU
students graduate, 55 percent of UC students amrt@nt of CSU students have taken out student
loans. Among those borrowing, the average stuaemt tebt at graduation is $19,100 for UC students
and $14,388 for CSU students. Student borrowingGtand CSU is lower than the national average,
with 60 percent of students at other four—yearipubhiversities graduating with loans, with an
average debt load of $25,900.
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Issue 5: Academic Sustainability Plan

Panel:
» Christian Osmena, Department of Finance
» Jason Constantouros, Legislative Analyst's Office
* Kieran Flaherty, University of California
* Ryan Storm, California State University

Background

AB 94 (Committee on Budget), Chapter 50, Statute2@l3, put into place a framework for
measuring performance at the UC and CSU. Spedifidatiucation Code Sections 89295, subdivision
(b), and 92675, subdivision (b), require the UC @8l to report the following information annually,
starting in March 2014, as follows:

* Number/proportion of transfers.

* Number/proportion of low-income students.

* Four-year graduation rates for both UC and CSU simeyear graduation rates for CSU
(disaggregated by freshman entrants, transferdugta students, and low-income status).

» Degree completions (disaggregated by freshmanrgsirmansfers, graduate students, and low-
income status).

» First-years on track to degree (i.e., what percérfirst years earned a specified number of
units).

» Spending per degree (core funds).

* Units per degree.

* Number of science, technology, engineering and emagtiics (STEM) degrees.

AB 94 also requires the UC and CSU to report bigihnito the Legislature and DOF, beginning

October 1, 2014, on the total costs of education, bmth a systemwide, disaggregated by
undergraduate instruction, graduate instructiord eesearch activities. Further, the costs must be
reported by fund source, including: 1) state Gdné&itand; 2) systemwide tuition and fees; 3)

nonresident tuition and fees and other student taeb4) all other sources of income.

Beginning with the 2014-15 Budget AdiC and CSU were required to submit performancensp
(commonly referred to as “academic sustainabiligng”) by November 30 each year. In these reports,
UC and CSU are to set performance targets for vargtatutory measures, such as graduation rates,
and degree completions, for each of the comingetlygars. The plans include several years of actual
performance on each of the measures. Additiontley sustainability plans must include:

* Projections of available resources in each fisealryusing assumptions provided by the DOF
for General Fund and tuition and fees.

* Projections of expenditures in each fiscal year descriptions of any changes necessary to
ensure that expenditures in each of the fiscalsyaar not greater than the available resources.

* Projections of enrollment (resident and non-redidé&m each academic year within the three-
year period.

* The university’s goals for each of the performanueasures, as specified in Education Code,
for each academic year within the three-year period
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These were proposed by the Governor in an efforértoourage the universities to adopt internal
budget plans consistent with the state’s multiyaading plan.

The Legislative Analyst’s Office charts on the @oling pages displays information from UC and
CSU’s sustainability plans. Staff notes that CSgtaduation rates will be discussed later in the

agenda.

UC’s Performance Measures and Targets

Target for | Actual 2015-16 | Target for
State Performance Measure 2015-16 Performance 2019-20
CCC Transfers EnrolledNumber and as a 33,904 34,197 (18%) 37,589
percent of undergraduate population. (18%) (18%)
Low-Income Students Enrolledumber and as a 71,462 75,608 (40%) 82,359
percent of total student population. (39%) (40%)
Graduation Rates
4-year rate—freshman entrants 63% 64% 68%
4-year rate—low-income freshman entrants 5% 58% % 62
2-year rate—CCC transfer students 55% 56% 59%
2-year rate—low-income CCC transfer student 51% % 51 55%
Degree Completion®Number of degrees
awarded annually to:
Freshman entrants 34,200 34,519 39,756
CCC transfer students 14,600 14,866 16,896
Graduate students 18,600 14,497 15,580
Low-income students 21,800 24,660 28,017
All students 69,100 63,882 73,181
First-Year Students on Track to Graduate on 51% 52% 52%
Time.Percentage of first-year undergraduates
earning enough credits to graduate within four
years.
Funding Per DegreeState General Fund and
tuition revenue divided by number of degrees for:
All programs $107,771 $111,328 $126,029
Undergraduate programs only Npt Not reported $74,981
reported

Units Per DegreeAverage quarter units earned
at graduation for:
Freshman entrants 187 183 183
Transfer students 100 95 95
Degree Completions in STEM Fieldéumber of
STEM degrees awarded annually to:
Undergraduate students 17,100 20,503 23,382
Graduate students 9,300 8,620 9,264
Low-income students 7,100 9,284 10,549

CCC = California Community Colleges and STEM = scie technology, engineering, and math.

Source: UC Academic Sustainability Plans.
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CSU’s Performance Measures and Targets
Target for | Actual 2015-16 | Target for

State Performance Measure 2015-16 Performance 2019-20
CCC Transfers EnrolledNumber and as a percent 145,436 143,445 (36%) 144,879
of undergraduate population. (36%) (36%)
Low-Income Students Enrolledumber and as a 207,528 206,926 (50%) 218,948
percent of total student population. (50%) (51%)
Graduation Rates
4-year rate—freshman entrants 18% 19% 24%
4-year rate—low-income freshman entrants 11% 12% % 19
6-year rate—freshman entrants 54% 57% 62%
6-year rate—low-income freshman entrants. 47% 52% 7% 5
2-year rate—CCC transfer students 28% 31% 36%
2-year rate—low-income CCC transfer students 26% % 30 36%
3-year rate—CCC transfer students 65% 62% 69%
3-year rate—low-income CCC transfer students 64% % 62 69%
Degree Completion®Number of degrees awardeq
annually to:
Freshman entrants 37,915 38,7/70 47,803
CCC transfer students 43,152 47,034 51,415
Graduate students 18,938 20,788 22,248
Low-income students 40,48p 51,226 64,080
All students 106,788 112,832 127,706
First-Year Students on Track to Graduate on 5194 5296 579
Time.Percentage of first-year undergraduates
earning enough credits to graduate within four
years.
Funding Per DegreeState General Fund and
tuition revenue divided by number of degrees far:
All programs $41,049 $40,781 $42,789
Undergraduate programs only $51,670 $49,991 $46780
Units Per DegreeAverage semester units earned
at graduation for:
Freshman entrants 139 138 138
Transfer students 140 141 141
Degree Completions in STEM Fielddumber of
STEM degrees awarded
annually to:
Undergraduate students 18,846 20,201 26,994
Graduate students 3,958 5,693 7,453
Low-income students 7,470 10,462 13,927

8CSU excludes students who do not return to CSuthfgir second year. Including these student
reduces CSU'’s performance by about 8 percentagespoi
CCC = California Community Colleges and STEM = scie technology, engineering, and matk

[72)
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Governor’'s Proposal. The Governor proposes to eliminate the provisidmadiget language that
requires UC and CSU to submit performance reported Legislature each November.

Legislative Analyst's Office Comments.Given that these plans provide key performance-data

including former targets, actual results, and fetiargets—the LAO recommends the Legislature
reject this proposal. Should the Legislature wishrédduce the universities’ reporting workload, the
LAO recommends the Legislature eliminate the segsiestatutorily required March performance

reports. The March reports contain the same pastladata as the November reports but, unlike the
November reports, do not include the universitipstformance targets and certain other useful
information.

Staff Comments. As a part of the Governor’'s January budget prdpoms2014, the Administration
proposed requiring a sustainability plan. Howeumsth houses of the Legislature raised concerns
regarding the sustainability plan and rejectedptaposal. Specifically, the subcommittee previously
noted that the sustainability plan “appears to d@ewwhat duplicative of the budget report the UC
Regents already adopt each fall, but adds new wadkior UC. Perhaps more importantly, the process
in which the Administration would provide the UCchafall with its proposed funding for the
following budget year creates a public budget nagjonh before the Legislature has input. This could
limit the Legislature's ability to determine itsdget levels and priorities for the UC.” Moreoveotlip

UC and CSU have indicated that the sustainabilitgnpis burdensome and duplicative. The
subcommittee may wish to consider working with LAtaff to identify which elements of the
sustainability plan is useful in deliberating butige

Staff Recommendation:Hold open
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6440 WNIVERSITY OF CALIFORNIA

Issue 6: Enrollment

Panel

» Jack Zwald, Department of Finance
» Jason Constantouros, Legislative Analyst's Office
* Kieran Flaherty, University of California

Background

Master Plan for Higher Education. The California Master Plan for Higher Educationl®60 set
forth each of the three segments’ missions andestueligibility policies. Specifically, the plan lta

for UC to be the state’s primary public researclvensity and directs it to grant bachelor’s, master
and doctoral degrees, and for CSU to focus onuaostm leading to bachelor's and master’s degrees.
Additionally, the Master Plan sets eligibility poji for students. For freshman eligibility, UC is to
draw from the top 12.5 percent of public high sdlgraduates; whereas CSU is to draw from the top
33 percent. For transfer eligibility, UC is to adnstudents who have completed lower-division
coursework with at least a 2.4 grade point averatpereas CSU is to admit those having at leasd a 2.
grade point average. The transfer function is ikehboth to (1) provide students who do not qualify
for freshman admission an opportunity to earn éhélae’'s degree and (2) reduce costs for students
seeking a bachelor’'s degree by allowing them tenattCCC for their lower-division coursework. The
master plan does not include eligibility criteriar fgraduate students. Instead, it calls for the
universities to consider graduate enrollment ihtligf workforce needs, such as for college professso
and physicians.

A-G Requirements. For freshmen, the university systems are respansibf setting specific
admission criteria intended to reflect their respeceligibility pools. As a minimum criterion, dwot
systems require high school students to complstrias of college preparatory courses known as the
“A-G” series. The series includes courses in mstience, English, and other subjects. To qualify fo
admission, students must complete this series wlaileing a certain combination of course grades and
scores on standardized tests. In 2014-15, 43 peoténgh school graduates completed the A-G series
with a “C” or better in each course. For transteidents, the university systems set general educati
and pre-major course requirements. Transfer stedmmpleting these courses and meeting the master
plan’s grade point average requirements are efiddi admission.

Eligibility Study. To gauge whether the universities are drawing ftioer freshman eligibility pools,
the state periodically funds “eligibility studiesThese studies examine public high school graduates
transcripts to determine the proportion of studem®ting each university system’s admission cateri

If the proportion is significantly different from215 percent and 33 percent for UC and CSU,
respectively, the universities are expected tosadfeir admission policies accordingly. For exampl
UC tightened its admission criteria after an eligjpstudy conducted in 2003 found it drawing from
the top 14.4 percent of public high school gradsiaiée last eligibility study was conducted in 2007
The 2015-16 budget provided $1 million for the ©dfiof Planning and Research to complete a new
eligibility study by December 1, 2016. However, daalata collection issues, the release of thertepo
has been delayed to the July 2017.

Department of Finance’s Demographic Unit does ptamas of high school graduates. It's most recent
forecast projects high school graduates increafimg about 420,000 in 2016-17, to 445,000 in
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2023-24, followed by declines in the following twears. Over this period (through 2025-26), the
projected average annual growth rate is less tharmpercent.

Enrollment Funding. For decades, the state funded enrollment groedbrding to a “marginal cost”
formula that estimated the cost of admitting onditemhal student. The most recently used formula
assumed the universities would hire a new profefsoroughly every 19 additional students and
linked the cost of the new professor to the aversajary of newly hired faculty. In addition, the
formula included the average cost per studentdoulfy benefits, academic and instructional support
student services, instructional equipment, and aifmers and maintenance of physical infrastructure.
The state provided the systems flexibility to dete@e how to distribute enrollment funding to its
campuses. If the systems did not meet the enrotltaeget specified in the budget within a certain
margin, then the associated enrollment growth fogdeverted back to the state. UC notes that their
marginal cost is about $10,000.

Recent Budget ActsDue to the economic recession, the 2008-09 budegdrb omitting enrollment
targets to provide UC and CSU flexibility to managfate funding reductions. The state resumed
enrollment funding from 2010-11 through 2012-13;, lnutwo of the three years, it did not require th
universities to return money to the state if thely $hort of the target. In 2013-14 and 2014-1%, th
state again chose not to include enrollment tanigetse budget.

Beginning in 2015-16, the state resumed settingliement targets for UC for the subsequent academic
year. This change was intended to give UC more timeespond to legislative direction. In the
2015-16 budget, the state set a goal for UC tolle&/@00 more resident undergraduate students by
2016-17 (than the 2014-15 level) and allocated sso@ated $25 million in ongoing funding for the
growth. The state continued this practice in 20I6sktting an expectation that UC enroll 2,500 more
resident undergraduate students in 2017-18 thaB0it6-17. The budget provides an associated
$18.5 million, contingent on UC providing sufficteevidence by May 1, 2017 that it would meet this
goal. The funding also is contingent on UC adoptingolicy by the same deadline that limits
nonresident enrollment. The state did not set targ@w graduate student enroliment in either year.
Based on preliminary estimates, UC has enrolledutaligb00 more FTE resident undergraduate
students in 2016-17 than in 2015-16. For 2017-18,idJrequesting $25 million to increase enroliment
by 2,500 resident undergraduate students in 2018-19

UC policy guarantees admission to residents thraughpaths—a statewide path and a local path—
that recognize and reward the academic accomplishofehe state's top high school graduates. The
statewide path includes students with grade poiatages and test scores in the top nine perceait of
California high school graduates. The local patipvin as “eligibility in the local context,” include
students who have earned at least a 3.0 grade gegnage and are in the top nine percent of their
participating California high school, regardlesstlo¢ir test scores. Every resident applicant who is
guaranteed admission to UC, but who is not admitteahy of the campuses to which the student had
originally applied, is given the opportunity to ehrat a different UC campus through a processdall
“referral”. Eligible freshmen applicants who are aocepted to their first choice campus are reticec

to UC Merced.

Nonresident Enrollment. Currently, nonresidents make up 17 percent of aldents at UC.
Nonresidents comprise more than 20 percent of lemeok at UC’s four most selective campuses
(Berkeley, San Diego, Los Angeles, and IrvindL undergraduate nonresident enrollment increased
from about 7,100 students in 2007-08 to an estidha®300 students in 2016-17. Nonresidents’ share
of the UC undergraduate student body more thatettiguring this timeAs the figure below shows,
the share of nonresident undergraduates has groguesy UC campus, except for Merced. UC asserts
that the growth in nonresident undergraduate stsdaliowed it to further grow resident enrollment.
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This is because UC charges nonresidents a suppleih@rarge (around $27,000) that significantly
exceeds their average expected cost (around $10,000

Nonresident Share of Undergraduates
Has Grown Significantly at Nearly Every UC Campus
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As noted above, as a part of the 2016-17 budgetlldhUC enroll an additional 2,500 resident
undergraduates, and adopt a policy that limits esident enrollment, UC would receive an additional
$18.5 million. At the March Board of Trustees hegrithe UC Regents heard an item regarding
nonresident enroliment. The policy would do thddeing, (1) limits the proportion of nonresident
undergraduates across the UC system to 20 pertém total undergraduate enroliment, (2) caps the
proportion of nonresidents at UC Berkeley, UCLAda$C San Diego at current levels, and (3) allows
campuses, who currently enroll lower numbers ofresidents, to enroll additional nonresidents up to,
but not exceeding twenty percent of undergraduaigesits. The policy also calls for a review by the
Regents at least once every five years. HoweverU@ did not formally adopt the policy, and it is
unclear whether DOF will release the additional.$X8illion to UC.

UC notes nonresidents provide significant revermueampuses, and during the recession, when the
state did not provide sufficient funding to UC, games had to rely on nonresident students to balanc
their budgets. If UC Berkeley, UCLA, and San Diegere to reduce its resident enrollment to 20
percent, UC notes that this would result in a st lof revenue of $24 million, $17.6 million, and
$14.2 million, respectively. In addition, more th&A0 million of the base tuition that nonresident
undergraduates pay in 2016-17 directly subsidizglfimsed aid for residents. This is about $700 for
each resident receiving a UC grant. UC states ribatesident students do not displace California
students, and that it continues to admit all ajgplis from the top one-eighth of students who greedua
from California high schools.

Graduate Enrollment. As noted above, the master plan does not includgbiity criteria for
graduate students. Additionally, in the last fewarge the state did not set targets for graduate
enrollment. UC is requesting $9 million to suppentoliment growth of 900 graduate students. UC
notes that the additional graduate students witiement and support undergraduate growth, as they
are critical to attracting and retaining faculty mizers, and serve as educators for undergraduate
students. According to the LAO, UC is enrolling ab®7,000 graduate students in the current
academic year. This includes students in masteggre@ programs, doctorate programs and
professional schools, such as law schools. LAO lenent data DOF enrollment data suggests UC
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increased graduate student enrollment by more 1h@00 students, even though the state did not
specify an enrollment target for graduate students.

UC offers a variety of outreach programs to attrg@duate students. In particular, the Summer
Institute for Emerging Leaders was created in 2842 joint effort of the UC business schools and
UCOP to recruit underrepresented minority studértd/lasters in Business Administration programs
at UC. Each of the six business schools rotates lgst for a two-week summer program for two
summers, and targets freshman and sophomores fistoritally black colleges and universities
(HBCU) and Hispanic serving institutions (HSI) assothe country. The fellowship is open to 25
freshman per fellowship class. This program is &dcdby private donations, with an annual budget
about $175,000. Because this program rotates ammendC business schools, it is difficult to idewntif
or track long-term outcomes. The program could fiefrem dedicated funding, a central database,
and a specific program lead across the busines®kscproject.

Staff Recommendation Hold Open

Senate Committee on Budget and Fiscal Review 21



Subcommittee No. 1 May 4, 2017

Issue 7: Proposition 56

Panel
» Jack Zwald, Department of Finance
« Jason Constantouros, Legislative Analyst’'s Office
* Kieran Flaherty, University of California

Background

In November 2016, voters approved Proposition Sticivincreases excise taxes on tobacco products
by $2. The measure also prescribes how to distrithe revenues. While the measure specifies that th
bulk of the revenue be spent on health care foritmeme Californians, the measure also specifies
$40 million to UC for “the purpose and goal of ieasing the number of primary care and emergency
physicians trained in California. This goal shadl &chieved by providing this funding to the UC to
sustain, retain, and expand graduate medical adangatograms to achieve the goal of increasing the
number of primary care and emergency physicianthenState of California based on demonstrated
workforce needs.” The measure also notes thateesydprograms accredited by federally-recognized
organizations and located in California are eligitd apply to receive funding.

Governor’s Proposal

The Administration proposes allocating $50 milliam Proposition 56 funds to UC for graduate

medical education (GME). The Administration usesp®sition 56 revenue in place of $50 million

General Fund revenue that the Administration egémaupported graduate medical education in
2016-17. Generally, General Fund for UC is not eaked for specific purposes. The Administration
proposes repurposing the $50 million General Fudtifie Governor's commitment to provide a

four percent unallocated base funding increaseGo U

Graduate Medical Education. GME, or residency training, is required for meditaknsure. This
supervised training prepares doctors for indepengeactice or surgical specialty. Following a four-
year medical school education, resident physicigpgcally spend three to seven years in GME
training. There are roughly 5,000 residents endolie UC-sponsored residency and affiliated family
medicine programs, which account for nearly hal€afifornia’s total number of medical residents.

UC states that the average total cost to trainsadeat is about $150,000 per year. Since 1965,
Medicare has been the largest single funder of GStite funding for these students comes mostly
from the Song-Brown Program administered by theic®ffof Statewide Health Planning and
Development (OSHPD). In 2016, UC received about $8illion from the Song-Brown program.
Some state General Fund also supports GME, bust diifficult to pinpoint exactly how much. For
example, UC notes that some portion of a physitaulty's salary is supported by General Fund;
however it is lumped in with other funds such agefal funding, grants and hospital revenue.

Legislative Analyst’'s Office Comments

The LAO notes that the Administration’s use of GMEnds may not meet the goals of the
measure. While the measure does not require Ptapo5b revenues to supplement existing resources
for medical education programs, the measure de¢s tose funds are to be used “for the purpose and
goal of increasing the number of primary care amérgency physicians training in California.” LAO
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notes that using the Proposition 56 revenues ttacepGeneral Fund resources used for graduate
medical education (at least according to Adminigiraestimates) arguably does not meet this goal.

Staff Comments

The Administration’s proposed budget replaces Gararnd resources with Proposition 56 funds, and
ensures status quo state support for UC. UC hasaitedl it will use this funding for core operations
Moreover, the Administration’s methodology assuraeaharginal cost of about $10,000 per resident.
Staff questions whether this is an appropriate odiitogy in determining how much state funding is
used to support GME. Additionally, it is uncleanhthe Administration’s proposal would lead to an
increase in residents, as the proposal merely swaipfind sources. Lastly, should the subcommittee
seek to reallocate this funding to increase the bmmof residents; the subcommittee may wish to
consider if and how it will backfill this Generalid swap.

Staff Recommendation Hold Open.
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Issue 8: Cord Blood Collection Program

Panel

» Jack Zwald, Department of Finance

» Jason Constantouros, Legislative Analyst's Office

* Kieran Flaherty, University of California

» Jon Walker, Supervisor, Clinical Laboratory, Ingi# for Regenerative Cures, University of
California, Davis

* Delia Roberts, Manager, Stem Cell Program, Ingtifat Regenerative Cures, University of
California, Davis

Background

AB 34 (Portantino), Chapter 516, Statutes of 2@3¥tablished the Umbilical Cord Blood Collection
Program, to be administered by the California Depeant of Public Health. The legislation included
intent language that the program contributes tera@defforts to diversify cord blood units that are
listed in the national registry. AB 34 authorizdw tdepartment to make medically unusable units
available for stem cell research. The bill estdigics a fund to deposit any state, federal, or pgivat
contributions for the program. Due to implementatahallenges at the Department of Public Health,
AB 52 (Portantino), Chapter 529, Statutes of 2Cdlfted the program to UC. AB 52 imposed a
mandatory $2 fee on California birth certificatasiich, in turn, generates about $2.5 million eaeary
for UC to administer the cord collection progranB B2 will sunset on January 1, 2018.

UC coordinates the collection and transportatioarfl blood donations from hospitals in California
to several banks across the country. UC entersagteements with hospitals and banks to collect and
store donated units. Under some agreements, UCitssesn hospital staff to collect donations and
contracts with a third party for transportationvéegs; whereas, under other agreements, it reireburs
hospitals and banks for their associated costs.

The UC program collects cord blood units from 1%gitals in California (including one at UC Davis)
and contracts with four banks to store the unistw®en 2012 and 2017, the program added 1,561
units to the national registry, of which 28 weredisn a transplant. Six of those units were used by
Californians.

Data by Participating Cord Blood Bank, 2012-2017

Number Number of Cord Blood Units
of Date Added

Hospitals | Collection to

Collected | Activities National Used in Used for
Banks From Began | Collected| Registry | Transplant | Research
StemCyte (Los Angeles) 5 2012 b 1,419 26 0
San Diego Blood Bank A 2013 3,448 127 1 454
Clinimmune Labs,
Colorado 1 2013 593 15 1 0
Cleveland Cord Blood
Ctr, Ohio 1 2017 —€ 0 0 0
Total 11 — 1,561 28 454
& Of the five hospitals that StemCyte partners withee began collecting units in 2012 and two
began collecting units in 2014.
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® UC does not require StemCyte to report on the rurabunits it collects.
© UC indicates that reliable collection data do yettexist, as this agreement just started.

For a transplant to be successful, a patient metescertain biological similarities to a donoridlt
generally accepted that a patient is more likelyn@tch to a donor of the same race and ethnicity.
Since 2005, the U.S. Department of Health and HuB8&mwices has provided funding to certain banks
to increase the racial and ethnic diversity of sumit the national registry. The program has cadiéct
units from a higher proportion of certain underesgmted groups than in the national registry,
particularly from multiracial donors. Specificallg6 percent of the units collected under the UC
program were from individuals of more than one rasecompared to 10 percent of such individuals in
the national registry. The UC program also hassteged a greater proportion of units from Hispanic
donors, a similar proportion from Asian donors, andower proportion from white and African
American donors.

Governor’s Proposal

The Administration proposes trailer bill languageetiminate the sunset date for the UC’s Umbilical
Cord Blood Collection Program.

Legislative Analyst’'s Office Comments

Although a few other states subsidize cord bloodkirma, in most cases banks directly fund the

collection and storage of cord blood donationsaduition to receiving payment for each cord blood

unit used in a transplant, many banks support thaivities through other revenue sources, such as
cross-subsidies from other banking activities amihes federal support. The Legislature may wish to

consider alternative funding sources because thecseeprovided appears to benefit other states. The
LAO also states that as medical technology advarticesiemand for cord blood units may decrease.

The LAO recommends the Legislature revisit thisgoam by extending the sunset date through
January 1, 2023. The LAO also recommends the Lagig require UC to report on the program one
year before the sunset date. The report shoulddecthe following information: (1) key data on cord
blood units (including the number of units colletteegistered, and transplanted—disaggregated by
race/ethnicity—compared with nationwide data); data on collection and storage costs as well as
associated fee revenue and state, federal, anat@ifivnding; and (3) evidence as to why the program
should or should not be extended beyond the nesesulate.

Staff Comments

SB 23 (Portantino) extends the Umbilical Cord Bldoallection Program until January 1, 2025, and
increases the fee for a certified copy of a bithtificate by $1 to provide funds to implement and
expand the program. SB 23 is currently pendingena®e Appropriations Committee. Using current
fees for birth certificates, the UCBCP acquiresatimated $1.14 million annually from certifiedthir
certificates to fund its operations. With an inceaf $1 in certified birth certificate fees thaiwd go
towards the UCBCP, the program would collect amreged $1.71 million annually. Additional funds
to the program are expected to be used to expanophrations to more hospitals in the state with
diverse patients, as well as add trained staffxistiag locations where donations are currentlyyonl
possible during certain hours.

Staff RecommendationHold open.
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Issue 9: California Health Benefits Review Progi@rBRP)

Panel
» Jack Zwald, Department of Finance
« Jason Constantouros, Legislative Analyst’'s Office
« Garen Corbett, University of California — CHBRP

Background

CHBRP was established under AB 1996 (Thomson), &€nhaf®5, Statutes of 2002, which requested
UC to assess legislation that propose a healthranse mandated benefit or service and prepare a
written analysis. These types of bills typicallguee health insurers and health care service glans
provide certain benefits, such as specific treatsenservices, to certain individuals. Under AB&9
legislative leadership (including the Assembly $geaPresident pro Tempore of the Senate, or chair
of the relevant policy or fiscal committee) may uegt CHBRP to perform a bill analysis. Upon
receiving a request, CHBRP has 60 days to assesséldical, financial, and public health impact of
the bill. CHBRP staff works with a UC faculty takkce that assembles teams of experts from several
UC campuses to perform this analysis. For exanfptilty experts at the San Francisco, Davis, and
San Diego campuses analyze the potential medichlpablic health impacts of bills. UC contracts
with a private company for the actuarial analybig, faculty experts at the Los Angeles campus write
the accompanying financial impact analyses. CHBRIf soordinates each report as well as solicits
feedback from a panel of experts outside of Califor Since 2004, the program has analyzed 85
Assembly bills and 44 Senate bills, averaging ald@uanalyses per year. CHBRP is a unit of the UC
Office of the President and employs five prograaffst

The CHBRP program is funded by the Health Care Bsnéund, which provides CHBRP with up to
$2 million annually from fees assessed on heallurance providers. CHBPR staff reports that it
spends the maximum amount ($2 million) every yezgardless of the number of analyses the
Legislature asks it to produce. This is because RPIBtaff each year “buys out” in advance a fixed
amount of faculty and staff time to ensure thatqa@¢e personnel is available during legislative
sessions to conduct quick-turnaround analyses.

Governor’s Proposal

AB 1996 called for the program and its fund soutcesunset on January 1, 2007. Subsequent
legislation has since extended this sunset dateraletimes, with SB 125 (Hernandez), Chapter 9,
Statutes of 2015, extending the date to June 307.Z0he Governor proposes trailer legislation that
would eliminate the sunset date, thereby indefiyitauthorizing the program and the Health Care
Benefits Fund.

Legislative Analyst’s Office Comments

In a typical year of producing 10 reports, CHBRRrgs on average $200,000 to complete each
report. Workload varies from year to year, howevéoem four reports in 2012 to 16 reports in 2011.
Because UC receives $2 million annually regardéésgorkload, the annual per-report cost has ranged
from a low of $125,000 to a high of $500,000.
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Health policy has changed significantly in recertaing, which in turn has affected the number of
proposed health insurance-related bills and CHBRWR&kload. During the program’s first years of

operation, CHBRP reviewed on average 11 reports/@ar, peaking in 2011. After 2011, CHBRP’s

average workload declined to eight analyses per. y®ame of this decline likely is due to the

expansion of benefit coverage provided under therfd Affordable Care Act (ACA). The number of

benefit mandate bills proposed in the future iseutain, though CHBRP’s workload in 2016 (14

reports) might reflect renewed interest in benefiatndate bills. Future action by the federal
government on ACA also could increase or decrdasesdlume of health mandate bills proposed by
legislators.

Legislative staff has found the program'’s repootbe credible sources of nonpartisan informaticch an
useful overall to the legislative process. Howewenme staff expressed concerns that that CHBRP
consistently takes 60 days to complete reportsy) éverelatively straightforward analyses, thatythe
believe could be completed sooner. These staff ialdicated that the length of the reports, which
sometimes total more than 100 pages, make themenbalg and time-consuming to digest.
Legislative staff did note that the regular surdaties have provided opportunities for CHBRP staff
and the Legislature to review past products andeagn expectations moving forward.

The LAO recommends rejecting the Governor’s propddze sunset date has allowed legislative staff
to revisit its expectations for CHBRP and that CHBRfuture workload is uncertain given federal
changes. Previous extensions of the sunset daterhaged from two to five years. The Legislature
could require a legislative or state agency to didontract competitively each year for a certain
number of bill analyses. This approach could h&reeltenefits of selecting the highest quality, fsiste
and least expensive provider as well as changdagevif problems with quality, timing, or usabjlit
emerged.

Staff Recommendation.Hold open.
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Issue 10: Capital Outlay and Deferred Maintenamce@o-Generation Plant

Panel
» Sally Lukenbill, Department of Finance
» Jason Constantouros, Legislative Analyst's Office
* Kieran Flaherty, University of California
* Herbert Lee, Interim Executive Vice Chancellor &rdvost, UC Santa Cruz
» David Lane, Senior Educational Facilities Plantie, Santa Cruz

Background

Capital Outlay. Prior to 2013-14, the state funded constructiorstate-eligible projects by issuing
general obligation and lease-revenue bonds aneppated funding annually to service the associated
debt. General obligation bonds are backed by tHedith and credit of the state and require voter
approval. Lease-revenue bonds are backed by rpaysmhents made by the segment occupying the
facility and only require a majority vote of thedislature. The debt service on both is repaid fthen
General Fund. State-eligible projects are facditidnat support the universities’ core academic
activities of instruction, and in the case of U@search. The state does not fund nonacademic
buildings, such as student housing and diningifeasl|

AB 94 (Committee on Budget), Chapter 50, Statufe®0d3 and SB 860 (Committee on Budget and
Fiscal Review), Chapter 34, Statutes of 2014, eslithis method by authorizing UC and CSU,
respectively, to pledge its state support appréipra to issue bonds for state-eligible projects] as

a result, the state no longer issues bonds forewsity capital outlay projects. The authority pa®dl

in AB 94 and SB 860 is limited to the costs to dasiconstruct, or equip academic facilities to
address: (1) seismic and life safety needs, (29lement growth, (3) modernization of out-of-date
facilities, and (4) renewal of expansion of infrasture to serve academic programs. SB 860 also
included the deferred maintenance for CSU. Adddilyn the state allows each university to pay the
associated debt service of academic facilitiesgugsstate support appropriation.

Deferred Maintenance.The 2015 Budget Act provided UC with $25 millionestime General Fund
to support deferred maintenance projects. The Zddget Act provided $35 million in one-time
General Fund to UC. The Governor has made no sipritgposal this year.

UC Santa Cruz Cogeneration Plantin 2011, UC initiated the process for building ayeoeration
replacement plant on the Santa Cruz campus. A epggon plant simultaneously generates electricity
and heat. The purpose of the project was to ertbateéhe campus had a reliable uninterrupted, gacku
power for campus responders, critical life safefstems, and some instruction and research
equipment. Additionally, UC Santa Cruz notes the plant also reduces campus utility costs by
generating electricity that normally would be pwaséd from the utility provider at a higher cost.

UC notes that at the time, the project would haeenbeligible for state funding, however the
remaining GO bond authority for UC and CSU was Iyeaxhausted and were being allocated
primarily to the final equipment phases of existprgjects. Therefore UC did not submit the project
for approval from the Legislature.

In April 2013, the UC Regents decided to move faodmaith the estimated $37.1 million project. UC
Santa Cruz funded the project through non statepoanfunds and external financing. In February
2016, UC Santa Cruz recently completed the pr@edtpaid $1.1 million in associated debt service in
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2015-16 using non state funds. The campus expedasritinue incurring debt service through 2045,
with annual payments ranging from $1.3 million to@million.

In a letter dated April 1, 2016, the Administratiantified the Joint Legislative Budget Committee
(JLBC) of their intent to authorize UC to use iter@ral Fund appropriation to pay for debt service
associated with a recently constructed cogenergtimmt at the Santa Cruz campus. Under state law,
DOF may grant UC authorization to use its Genertaid=support appropriation to pay for energy
efficiency projects, including debt service, no seothan 30 days after notifying the Joint Legiskat
Budget Committee.

In response to the Administrations letter, LAO maooended rejecting UC'’s request. Specifically, UC
did not receive state approval prior to buildinge tkogeneration plant, thereby violating the
longstanding process of seeking state review ammlogpl prior to proceeding with major capital

outlay projects. The LAO notes that asking for esthinding after completing a project is highly

irregular. Second, even without state funding, Wdidates it has sufficient funding to retire the
associated debt service. In May 2016, the JLBCamreded to UC’s request highlighting the concerns
raised by the LAO, and as a result, the JLBC didcoacur with UC’s request.

Governor’s Proposals

Capital Outlay. As part of its 2017-18 request to the state, UGrstibd seven projects totaling $111
million. Of this amount, six projects (totaling $&iillion in state funding) would correct seismicdan
life safety deficiencies for specific academic litieis and one project (associated with $50 million
state funding) would entail constructing a new scgfacility at the Irvine campus. DOF provided
preliminary approval for these projects on Febrighand final approval April 24

Deferred Maintenance.In addition to these seven capital outlay projedts,also requested authority
to use $50 million in bond funding for deferred ntanance. Of the $50 million, $15 million would
fund a team of experts to visit each campus angsagbe current condition of academic facilitidse T
goal of the program would be to provide a more emteuestimate of the system’s total deferred
maintenance backlog and prioritize each facilitgaading to its current condition, likelihood of
failure, and life safety risk. UC estimates the assessment will tgkéo three years to complete. The
remaining $35 million would fund deferred maintecanprojects. Similar to the capital outlay
proposatlLs, DOF provided preliminary approval foesl projects on Februaryf Zind final approval
April 247,

The Governor proposes trailer bill legislation txlude deferred maintenance as an eligible capital
expenditure for UC’s capital outlay process. Thenistration notes that this will conform to how
deferred maintenance costs are handled at the CSU.

Due to a lack of resources, UC notes that camphbagse not performed a comprehensive facility
condition assessment as a part of their ongoingnter@nce programs. Instead, campuses have only
been able to collect limited deferred maintenaméermation as it is encountered during preventative
and corrective maintenance visits. According to UWids approach only identifies emergency and
critical items, rather than providing for the systgic and comprehensive approach that a new facilit
conditions assessment would require.
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Cogeneration Plant. Additionally, the Administration also submitted adget change proposal to
allow UC to use its AB 94 authority to use Genémahd to pay the debt service for the UC Santa Cruz
cogeneration plant. Although DOF has submitted hgrklocumentation for the proposal, no formal
change has been proposed in the budget bill dertdaill, nor has DOF provided preliminary or final
approval for the project through the AB 94 capitailay process.

Legislative Analyst’'s Office Comments

The LAO notes that it is unclear why UC could regular assess the condition of facilities, and why
cannot use staff in existing plant and facilityidiens, and that knowing facility conditions andtgm

life spans seems a key responsibility of thesestims. The LAO and staff also question using bonds,
which are intended to spread major infrastructuret over many years, for a one-time facility
assessment. Absent of a stronger justification| . #h® recommends UC to redirect the $15 million for
the conditions assessment into maintenance of gisojddditionally, the LAO notes that UC lacks a
plan to eliminate its $3.17 billion backlog (thiaciudes 4,600 projects) and improve ongoing
maintenance practices. the LAO continues to haneams regarding the UC Santa Cruz cogeneration
plant.If the state were to provide UC with authority teeuts state funds for remaining debt service,
UC could free up campus funds for other purposesniiis funds generally are less restrictive than
state funds.

Staff Comments

Staff agrees with the LAO and the JLBC that the 8ihta Cruz cogeneration plant request is highly
unusual since UC did not ask for state approvalrgao building the cogeneration plant. Additionally
it is unclear why in 2016, UC indicated that it Isasficient non-state funding to retire the asstada
debt service, but has since then told staff they trave limited availability of non-state fundsgdarow
want to free up funds with General Fund to paydfitier projects. Lastly, it is unclear if there ather
projects that the Legislature previously did noprape, that may have been eligible for state fugdin
Approving such an exception may set precedenceotioer projects not approved by the state to
request for AB 94 authority. Staff also notes thia cogeneration plant was not built into the
Governor’s January budget proposal.

Staff RecommendationHold open.
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6610CALIFORNIA STATE UNIVERSITY

Issue 11: Enrollment and Impaction

Panel
* Yong Salas, Department of Finance
» Paul Steenhausen, Legislative Analyst’s Office
* Ryan Storm, California State University
« Jeff Gold, California State University

Background

As noted in earlier in the agenda, the Californiaskér Plan for Higher Education establishes student
eligibility policies. For freshman eligibility, CSi$ to draw from the top 33 percent, and for transf
students, CSU is to admit those with at least agea@dle point average. Additionally, as a minimum,
CSU requires high school students to complete Ao@sEs.

A 2011 report by the LAO noted that historically shaCSU campuses have served as regional
institutions, with admissions policies and pradiceflecting a focus on regional needs. Most
campuses have a "local service area,"” which alltawspriority admission for local students, and

campus outreach programs target high schools witiénlocal service area. This regional focus,
however, is not specifically required by statute.

Recent Budget Acts Historically, the state funded enrollment growthG8U based on a marginal
cost formula, and set enrollment targets annuay.CSU, the marginal cost for admitting one
additional student at CSU is about $8,000. As n@exviously, during the economic recession, the
state did not include enrollment targets to provx#l flexibility to manage state funding reductions
The 2015-16 budget resumed enrollment targets 80.An fact, the 2015-16 budget fully funded
CSU’s budget request of $97 million General Fundvabthe Governor’'s proposal of $119 million.
Budget bill language included intent language toeéase enrollment by at least 10,400 FTES, or three
percent, by the end of fall 2016, when comparezDtb4-15.

Additionally, the 2016-17 Budget Act sets an expioh for CSU to increase resident enrollment by
1.4 percent (an additional 5,194 FTE students) @@4r5-16. Based on preliminary enroliment data
provided by CSU, campuses appear to be on tracketeting this target, with fall 2016 FTE student
enrollment about 1.3 percent higher than the presiall.

As a part of the CSU’s 2017-18 total budget reqoésin additional $168 million, about $38.5 million
from all fund sources will provide for a one percenrollment (2,616 FTES) increase. Under the
Governor's proposed budget increase of $157 millié8U notes they would only fund existing
compensation contracts and mandatory costs, sulcbadih and dental benefits, and would not be able
to increase enrollment at CSU.

Impaction. When the number of applications received from fidlyalified applicants exceeds the
number of available spaces an undergraduate magamnpus is designated as impacted. Such majors
or campuses are authorized to use supplementangsidns criteria to screen applicants. According to
the CSU’ student academic services website, impadsi defined as the following:

* Major impaction means that the number of applicetidrom fully eligible students to a
designated major on a CSU campus during the irfiting period far exceeds the number of
spaces available in that major. However, studeats still be admitted to the campus in an
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alternate major, or they may eventually be admiteethe oversubscribed major if they meet
the supplementary admission criteria. Fullertonndg.@each, San Diego, San Jose, and San
Luis Obispo campuses are impacted in all majors.

e Campus impaction (otherwise known as campus wideaation) means that a campus has
exhausted existing enrollment capacity in termshef instructional resources and physical
capacity of the campus. Because the campus reamiees eligible applicants during the initial
admission application filing period than can becgmmodated, the campus must therefore
restrict enrollment to the campus for a specifim#ment category (i.e. first-time freshmen or
transfers).

CSU notes that in most cases, students admittedimmpacted majors are first given "pre-major"
status. In this status, the student must complhetdawer division courses established as prerdgsisi
for admission to the impacted major. They must alemplete all other supplemental admission
criteria required for admission to the impactedanaj

Although most impacted campuses guarantee admissieligible local applicants, six campuses that
have declared every major to be impacted (Fresulterton, Long Beach, San Diego, San Jose, and
San Luis Obispo) do not guarantee admission evémetolocal students.

No Campus Impaction Campus Impaction Impaction in All Programs
Bakersfield Chico Fresno
Channel Islands Humboldt (for first-time Fullerton
freshman)
Dominguez Hills Los Angeles Long Beach
East Bay Monterey Bay San Diego
Maritime Academy Northridge San Jose
Pomona San Luis Obispo
Sacramento
San Bernardino
San Francisco
San Marcos
Sonoma

Impaction has existed in the CSU system since #7@4, though all-program impaction generally is a
more recent phenomenon. For example, Fresno Staterdity declared all of its programs impacted
in 2016-17. An impaction process was codified by 2802 (Block) in 2010, “to provide notice to the
public and ensure the transparency of decisiorestafig admissions criteria for all of the campusks
the California State University” in response to @ams that impaction was happening without
considering the needs of local stakeholders.

Quialified, But Denied Students.Despite significant increases in state funding @3U during the
past five years, CSU continues to deny admissioth@éosands of students who have the minimum
gualifications for systemwide admission. That numhereased by more than 9,000 students between
2012 and 2016, as the chart below indicates.
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Fall 2012 |Fall 2013 |Fall 2014 |Fall 2015 |Fall 2016

Admitted 194,564 212,152 212,538 216,755 222,192
Qualified But
Not Admitted 22,123 26,430| 30,665] 31,825] 31,402

CSU has conducted an analysis of these qualifi¢atonied students and found data in the National
Student Clearinghouse that about 77 percent ofifiaekbut-denied students enrolled other higher
education institutions. Specifically, about 57 mtcappeared to be attending a California college:
either a UC, private college, or a community calleGSU notes that about 7,100 students cannot be
found in national college databases, indicatingehgtudents had good enough grades and test scores
to attend CSU but may not be attending college U@8tes, however, that not all colleges reportrthei
attendance to a national clearinghouse, so it ssipte that some of these students have enrolled in
college.)

CSU also notes in 2016, about 60 percent, or 1900®%e 31,402 qualified students denied admission
applied to only one CSU campus, and may have therdbeen seeking admission to a specific,
selective program or location. CSU notes that 6 std8ents denied admission to CSU applied only to
San Luis Obispo, and 5,479 students applied onlya Diego State. These are generally considered
to be among the most selective CSU campuses, witilyimpacted programs. It is not clear how
many of these qualified-but-denied students aral laea students.

Program impaction may unfairly harm local studeatshittance to the CSU closest to home. While
local students do receive preference in the adamissprocess to the CSU campus closest to their
homes, they may receive no preference or onlyghtspreference in admission to specific programs
that are impacted. For local students seeking adomgo campuses with all programs impacted, this
may unfairly limit their ability to stay close tmme and obtain a bachelor's degree at CSU.

CSU officials suggest that lack of funding is thgdest reason why thousands of qualified studamts a
being turned away. However, staff notes that whwen ltegislature fully funded the CSU’s budget
request in 2015-16, the CSU reports minimal chamgéise number of qualified-but-denied students.
Additionally, CSU previously indicated that CSU kaccapacity to increase enrollment. CSU reports
addressing this issue in several ways, includirgvamped application system that warns students tha
they are applying to an impacted campus or progeana, provide suggestions for other CSU campuses
and programs that may have more room. CSU alsa ribéd it sent $2.9 million in extra funding to
four campuses in 2016-17 that were forced to admamsfer students redirected from impacted
campuses.

The LAO has recommended that the Legislature sheualct statute formalizing CSU's role as a
regional education system and consider specifyirag focal students be given admission priority at
CSU. CSU could adopt a more formalized redirectimotess for students who are denied admission to
a specific program or campus. CSU could changeranoagmpaction to provide significantly more
preference to local students. Additionally, CSU silo®t have a referral process like UC, where a
gualified student gets referred and admitted tdl@roaCSU campus.
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The past several years CSU has reported denyingssidm to about 10,000 eligible transfer students
(which are included in the numbers in the abovée)alsiven this development, together with statute
that requires CSU campuses to prioritize eligilvensfer applicants over freshman applicants, the
Legislature may want to consider targeting enrofitrggowth funding for transfer students in 2017-18.

Similar to the UC, given that a freshman eligilyilgtudy is currently underway, the Legislature may
wish to wait until the May Revision before decidioig enroliment growth funding for freshmen.

Staff Recommendation:Hold open
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Issue 12: Graduation Rates

Panel
* Yong Salas, Department of Finance
» Paul Steenhausen, Legislative Analyst’s Office
« Jeff Gold, California State University

Background

In response to growing concerns regarding perfoomasutcomes of the UC and CSU, the state
recently adopted broad goals for higher educatpecifically, SB 195 (Liu), Chapter 367, Statutés o
2013, establishes three goals for higher educafiprimprove student access and success, such as
increasing college participation and graduationajning degrees and credentials with the state’s
economic, workforce and civic needs, and 3) enslmeeeffective and efficient use of resources to
improve outcomes and maintain affordability.

As described earlier in the agenda, the 2014-1gdtuact required the UC and CSU to annually adopt
three-year sustainability plans by November 30. W@ segments were required to report on targets
for various performance measures, as well as nesatel nonresident enrolliment projections based on
revenue projects from the Department of Financelithzhally, AB 94 required UC and CSU to report
each year by March™on various performance measures.

Graduation Rates. In March, CSU submitted their state performance suess report to the
Legislature for freshman and transfer studentsaRigg freshmen, CSU reports meeting or exceed all
of its graduation improvement goals. The figureoletlisplays freshman graduation rates. During the
past few years CSU notes that graduation rates $taaéily increased for first-time freshmen.

Cohort | 4- year graduation rate | 5- year graduation rate 6-year graduation rate
2010 18.6% 46.8% 59.1%
2011 19.1% 47.3% N/A
2012 20% N/A N/A

Regarding transfer students, CSU also met moss gfraduation rate goals. The two-year rate at CSU
has increased from 21 percent to 31 percent owers#éime period. CSU, however, did nwet its
target for the three-year graduation rate for tiemstudents (analogous to a six-year graduatita ra
for freshmen entrants)—aiming for 65 percent billinig short at 62 percent. As with the graduation
targets for freshmen entrants, CSU has set higlhteyemr graduation targets for transfer students.

Although CSU reports that graduation rates are avipg, achievement gaps by race/ ethnicity, and
socioeconomic status still persist. The chart betflisplays graduation rates by race/ethnicity fa th
fall 2006 cohort compared to fall 2010 cohort.

Race/ 4- year 4- year 5- year 5-year 6- year 6-year

Ethnicity | Graduation | Graduation | Graduation | Graduation | Graduation | Graduation
Rate of Rate of Rate of Rate of 2010, Rate of Rate of 2010
2006 2010 2006 Cohort 2006 Cohort
Cohort Cohort Cohort Cohort

White 22.5% 29.2% 49.7% 58.2% 58.4% 66.5%

Asian/ 12.6% 14.7% 39.1% 46.1% 53.4% 63%

Pacific
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Islander

Black or 8.3% 8.7% 24.7% 31.9% 34.7% 43.6%

African
American
Hispanic 10.4% 12.1% 32.4% 39.4% 44.6% 53.4%

or Latino

Moreover, the report notes that a student’s ecoadrackground influences graduation rates. Previous
information from CSU also indicates a double ddifterence between students who receive the Pell
Grant versus those who do not, and it appeargtiraichievement gap between these students has not
improved. The chart below displays graduate rate®ddl Grant status for the fall 2006 cohort and
2010 cohort.

4- year 4- year 5- year 5-year 6- year 6-year
Graduation | Graduation | Graduation | Graduation | Graduation | Graduation
Rate of Rate of 2010| Rate of Rate of 2010 | Rate of Rate of
2006 Cohort 2006 Cohort 2006 2010
Cohort Cohort Cohort Cohort
Pell 10% 11.8% 31.2% 39.3% 44.2% 53.5%
Grant
Non Pell 18.4% 24% 44.6% 52.8% 54.6% 63.5%
Grant

College ReadinessMany studies indicate that student completion gmificantly tied to a student’s
college proficiency upon arrival on campus. White tpercentage of students who are ready for
college-level English and math has increased fr8tid Hercent in the fall of 2014 to 62 percent iih fa
2016, the March BOT agenda item shows there iadimess gap, with 80 percent of white students
who are proficient in both English and math, coregato 53 percent of Hispanic or Latino students,
and 41 percent of Black or African American studektowever, this is an improvement compared to
fall 2014 first-time freshman, where the 80 peroaintvhite students were proficient in both English
and math, compared to 48 percent of Hispanic anbatudents, and 38.3 percent of Black or African
American students.

CSU appears to be starting to address the remediightion issues. At the March board meeting, CSU
administrators discussed four ways in which théesgswas looking at this issue to improve student
outcomes and time-to-degree:

* Promoting the completion of four years — insteadhoée — of mathematics and quantitative
reasoning during high school, which will bettergaee Californians to begin CSU at college-
level math courses.

» Shift to a heavier reliance on high school gradgsdce students as they enter CSU.

» Strengthen the Early Start program, which providesiedial courses for students in the
summer before they begin CSU.

* Restructuring remedial education programs to refiational best practices.
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Graduation Initiative. As noted previously, in March 2017, the CSU Boafdrustees voted for a
five percent tuition increase, which would genei®8 million in additional net revenue, which CSU
officials have indicated would be used primarilyatggment funding for the Graduation Initiative. CSU
recently updated this initiative, the Graduatioitidtive 2025, which seeks to more than double its
four-year graduation rate (for all entering fresinbetween now and 2025, moving from its current
rate of 19 percent to 40 percent. Moreover, the G8&ks to increase their transfer students two-year
graduation rate from the current 31 percent to alddupercent in 2025. Additionally, the CSU is
seeking to increase the average four-year graduatites for underrepresented students from 12
percent to 40 percent. This 2025 initiative inclid@ring more faculty and increasing the
faculty-to-student ratio, encouraging faculty toopt new instructional methods, and providing
enhanced student support services such as tutand@dvising. CSU reports spending $48 million in
base funds on these Graduation Initiative strategie

Recent Budget ActsStudent achievement has been a priority of thet8eaad as a result, the 2015-
16 budget act fully funded the CSU’s budget requestich included $38 million for the CSU’s
Graduation Initiative. The goals of this initiatiwehich was originally launched by the Chancellor's
Office in 2009, are to boost graduation rates festimen and transfer students as well as eliminate
achievement gaps for low-income and other tradéigrunderrepresented students. Furthermore, the
2016-17 budget included $35 million one-time forlC® address its graduation rates, and required
CSU develop a plan to improve four—year and tworgeaduation rates for freshman and transfer
students, respectively, and close gaps in graduadites for three groups of students: those who are
(1) low income, (2) underrepresented minorities] &) first—generation college—goers. Each campus
submitted plans to the CSU on the types of investsnand methods they would use to increase
graduation rates at their campuses. The 2016-1@dbwdso provides $1.1 million ongoing to support
a network of working groups comprised of staff ardployees. The purpose of the network is to
investigate the underlying causes of low graduatiates at CSU. The Education Insights Center,
located at the Sacramento campus, will adminisisrfinding.

According to the CSU, the $35 million one-time fenfidom the 2016-17 budget, were distributed to
campuses as follows:

1) $12 million was proportionally allocated to campismsed on historic numbers of freshman
who graduated in 4.5 years, and transfer studelnésgraduated in 2.5 years;

2) $20.5 million was proportionally allocated to careps based on the number of students
receiving Pell Grants, and developmental (remeaigtheeds; and

3) $2.5 million to small campuses with less than 1Q,BOES.

Legislative Analyst’s Office Comments

The LAO notes that CSU is employing a number dditstgies aimed at improving graduation rates.
The LAO observes that the CSU has opportunitidsiiber boost student outcomes by rethinking its
assessment and placement policies. Currently, GQ8tlaply uses placement tests to assess college
readiness. Based on these test results, CSU deleowd 40 percent of its admitted freshmen as
unprepared for college-level math, English, or b&tudents who do not demonstrate college-level
skills are required to enroll in remedial coursekvdtational research has shown that relying sadely
placement tests routinely results in college-reatiydents being misplaced into remedial courses,
which, in turn, increases education costs for tlam the state while also reducing their chances of
graduating on time. A growing amount of researcHingling that a better way to assess college
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readiness is to use multiple measures (including éf@m students’ high school records) to place
students.

Additionally, a number of CSU campuses currentlyengolicies requiring even students who are
deemed college ready in math to take a second astigndepartment) test in order to enroll in many
lower-division math courses (such as calculus atiége-level algebra). Students who fail to obtain
specified cut score on these department exams magduired to enroll in precollegiate-level courses
(such as intermediate algebra), thereby delayimy throgress toward a degree. These secondary
diagnostic tests also are at odds with nationaareh on effective ways to identify students whe ar
capable of success in college-level coursework.

CSU continues to have a problem with excess ukibgaby both freshman entrants and transfer
students. Students who accrue more units that tlegjree requires generally take longer to graduate,
generate higher costs for the state and themse&re$,crowd out other students. Based on the
experience of other institutions, a number of caumay be contributing to CSU’s high rate of excess
units, including unclear degree pathways for stteleand uneven articulation of lower-division
transfer courses between community colleges and. @&je CSU to reduce excess course-taking, it
could increase the availability of required counahin existing resources.

The LAO recommends the Legislature direct CSU tiolsthese issues in more depth and, based on its
findings, implement new policies using existing @ration Initiative monies and other system
resources. Specifically, the LAO recommends theidlatyire require CSU to report by January 1,
2018 on (1) its plans to put in place researchdbasethods for assessment and placement, as well as
(2) opportunities for campuses to make availableenoourse slots by reducing the number of excess
units that students earn. Given these opportunifbesfurther reform and given the many other
competing cost pressures facing CSU in the budeat, the Legislature may wish to place a lower
priority on providing additional funding for the &fuation Initiative in 2017-18.

Similarly, the State Auditor recently released awliireport on CSUCalifornia State University:
Stronger Oversight Needed for Hiring and Compemnggianagement Personnel and for Monitoring
Campus Budgetsyhich recommended the Legislature improve its agbtof CSU by requiring CSU
to submit an annual report that provides infornratbo specific activities that CSU engaged in during
the previous years to meet the State’s goals falesit success.

Staff Comments

Improving graduation rates is a shared goal of ltbgislature, CSU and the Administration. The
revised graduation goals of CSU are laudable. Hewestaff shares the concerns of the LAO as to
whether there are additional steps the CSU coldel tim address its graduation rates. Specificalfff s

is concerned about duplicative diagnostic and phecgs tests, and overreliance on these for course
placement. CSU appears to be making progress omessidg this; however the subcommittee may
wish to consider the LAO's recommendation to regudSU to report on its progress in making
changes to their remedial education practices aridigs. Additionally, since improving graduation
rates is a priority of the Legislature, the subcattee may wish to consider the State Auditor’s
recommendation on additional detailed reportingc&@U’s student success activities.

Staff Recommendation. Hold open
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Issue 13: Other Post-Employment Benefits Vestinge8ale Trailer Bill Language

Panel
* Yong Salas, Department of Finance
» Paul Steenhausen, Legislative Analyst’s Office
* Ryan Storm, California State University

In April 2016, the CSU announced a collective barigg agreement with the California Faculty
Association (CFA). The agreement covers the 20132066-17 and 2017-18 fiscal years and includes
the following changes:

» Five percent general salary increase for all fgooitt June 30, 2016.

» Two percent general salary increase for all facoityluly 1, 2016.

» 3.5 percent general salary increase for all facuttyuly 1, 2017.

» 2.65 percent service salary increase for all diggiaculty in 2017-18. It is estimated that about
43 percent of faculty would be eligible for thiggtincrease.

* An increase in the vesting period for full retireealthcare benefits for new employees from
five years to 10 years, meaning new employees fafied July 1, 2017 must work for CSU for
10 years to receive retiree healthcare benefits.

* An increase in salaries for faculty when they am@ted. Promoted faculty would receive a
minimum nine percent salary increase instead o€ttimeent minimum of 7.5 percent.

In order to implement the revised vesting period ffetiree healthcare benefits, CSU is requests
amending existing statute.

Governor’s Proposal. The Administration and CSU is proposing trailelt l@nguage to amend the
Government Code to stipulate that members of CFAraom represented employees hired after July 1,
2017, will not receive retiree health and dentaldsigs until working for the CSU for 10 years. This
language would only be operative if the trusteespset this proposal, or if agreed to in collective
bargaining agreement.

Staff believes that CSU administration, the CFA #mel Department of Finance have agreed on this
language.

Staff Recommendation: Hold open.
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6100 DEPARTMENT OF EDUCATION

Issue 1: After School Education and Safety Program

Panel:

» Virginia Early, Legislative Analyst’s Office
» Jason Weiss, Executive Director, California Alliaraf Boys & Girls Clubs
* Lanayah Gholar, Student

Background:

The After School Education and Safety (ASES) Pnwgia the result of the 2002 voter-approved

initiative, Proposition 49. This proposition ameddealifornia Education Code (EC) 8482 to expand
and rename the former Before and After School Liegrrand Safe Neighborhood Partnerships
Program. The ASES Program funds the establishnfelocal after school education and enrichment
programs. These programs are created through psiitpe between schools and the local community
to provide resources to support literacy, acadeemcichment and activities for students in

kindergarten through ninth grade. Funding is desiigio: (1) maintain existing before and after sthoo
program funding; and (2) provide eligibility to alementary and middle schools that submit quality
applications throughout California.

ASES programs must include:

* Aneducational and literacy element: tutoring andiomework assistance designed to help
students meet state standards in one or more offall@ving core academic subjects:
reading/language arts, mathematics, history anidisstadies, or science.

* An educational enrichment elemennay include but is not limited to, positive youth
development strategies, recreation and preventitimitees. Such activities might involve the
visual and performing arts, music, physical aggivitealth/nutrition promotion, and general
recreation; career awareness and work preparatiiviti@s; community service-learning; and
other youth development activities based on studeatls and interests.

Operationally, the programs must maintain a studerdgtaff ratio of 20:1 andtaff members who
directly supervise pupils must meet the minimumlifjoations, hiring requirements, and procedures
for an instructional aide in the school districtoffams must operate at least 15 hours per week and
from the end of the regular school day until atste& p.m. and every school day during the regular
school year. A nutritional snack is also provided.

The ASES program supports over 4,000 elementary naigidle schools offering after-school and
summer programs to more than 400,000 students. ddigse programs operate at the highest poverty
schools—those with an average of over 80 percestuafents participating in the free and reduced-
price meals program.
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Funding. As outlined in Proposition 49, the ASES program aaguaranteed funding level of $550
million annually. The ASES program has not receige@OLA or other funding increase since the
program was established, however, the ASES progasm did not share in cuts made to K-12
education programs during years of recession.

The ASES program requires a local match (cash -tinid services) of one-third of the state grant
amount. This match can come from the school distmicother community partners and can include
facilities for up to 25 percent of the required amat

Related legislation, SB 78 (Leyva), currently i thenate Appropriations Committee, would increase
the funding for the ASES by an additional $99,188,ih the 2017-18 fiscal year and each fiscal year
thereafter, and further require additional increasemmencing with the increases to the minimum
wage.

Governor’s Budget Proposal:

The Governor’'s budget does not include any incieésethe ASES program and continues ongoing
funding for ASES of $550 million (state operatiar local assistance) in 2017-18.

Related Proposals:

The California After School Coalition (CASC) andetiCalifornia Afterschool Advocacy Alliance
(CAAA) are requesting a budget augmentation of $94illion in ongoing Proposition 98 General
Fund for the ASES program. The augmentation reflaatincrease in the ASES ADA rate from $7.50
to about $9.00, a 20 percent increase.

Suggested Questions:

1. How do changes in state laws regarding the mininuage, sick leave, and other employment-
related requirements impact the ASES program?

2. What types of partnerships are typical of schosliriits and the local community in supporting
after school programs?

3. Are LEAs utilizing Local Control Funding Formularfds to provide for after school activities?

Staff Recommendation:Hold issue open pending the May Revision.
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6100

DEPARTMENT OF EDUCATION

| Issue 2: Multi-Tiered Systems of Support (MTSS)

Panel:

Christine Olmstead, Associate Superintendent, uosbnal Service, Orange County
Department of Education

Edgar Montes, MTSS Director, Orange County Depantroé Education

Susan Hukkanen, Assistant Superintendent, Buttet@ddffice of Education

Background:

According to the CDE, the Multi-Tiered Systems afpfort (MTSS) is an integrated, comprehensive
framework that focuses on common core state stdedaore instruction, differentiated learning,
student-centered learning, individualized studex@ds, and the alignment of systems necessarylfor al
students’ academic, behavioral, and social success.

The CDE goes on to describe key aspects of MTSfefinarks as:

1.

In the

High-quality, differentiated classroom instructidkl students receive high-quality, standards-
based (with a focus on common core state standacdfurally-and linguistically-relevant
instruction in their general education classroottirggs by highly qualified teachers, who have
high academic and behavioral expectations.

Systemic and sustainable change. MTSS principlespte continuous improvement processes
at all levels of the system (district, school sited grade/course levels).

Integrated data system. District and site staffatalrate to create an integrated data collection
system that includes assessments such as stateulisersal screening, diagnostics, progress
monitoring, and teacher observations at the sitentorm decisions about tiered support
placement, as well as data collection methods ascparent surveys for continuous systemic
improvement.

Positive behavioral support. District and schodaffstollaboratively select and implement
schoolwide, classroom, and research-based posiieeavioral supports for achieving
important social and learning outcomes.

2015-16 Budget Act, $10 million in one-tinReoposition 98 funding was provided to the

Superintendent of Public Instruction to contractrmone or two county offices of education, applying
jointly, to provide technical assistance and to aliey and disseminate statewide resources to
encourage and assist LEA’s establishing data-dreyetems of learning and behavioral supports to
meet the needs of all students. Pursuant to direati statute, the SPI put out a request for apfpios

for a grant for Developing, Aligning, and Improvii8ystems of Academic and Behavioral Supports
for statewide development and scaling up of a MTi@gework. In April, 2016, the SPI, with the
concurrence of the executive director of the SBatard of Education, awarded the grant to the Orange
County Department of Education (OCDE).

Senate Committee on Budget and Fiscal Review 4



Subcommittee No. 1 May 11, 2017

In the 2016-17 Budget Act, and additional $20 miiliin one-time Proposition 98 funding for the
OCDE to provide grants to LEAs across the stateréate or expand local programs that implement
MTSS strategies. Of the total additional funding,to $1 million could be used for administrative
support of LEA grantees.

Under the OCDE, the project has been named thdoGal Scale Up MTSS Statewide Initiative
(SUMS). OCDE is also partnering with the Schoolwidégrated Framework for Transformation
Center (SWIFT Center), a technical assistance c¢tnsobased at the University of Kansas, and Butte
County Office of Education (COE) to develop a sbkdanodel that integrates evidence-based support
within a MTSS framework, focusing on student’s amadt, behavioral, and social-emotional needs.
The SWIFT center has experience establishing MTi&8ve states and the partnership with their
program provides the basis for the SUMS initiatpfessional learning work. Butte COE is
supporting the design, management, and editingeoBSIUMS initiative website and provide insight on
the unique needs of small, and rural LEAs.

The goal of the SUMS initiative is to provide arfrawork for all districts to engage schools, famsilie
and communities in providing all students with emtianal access focused on the needs of the whole
child. Identified short-term goals include:

* Increasing and improving services for all low-inamEnglish learner, and foster youth
students.

» Developing strategies to support student succesgimost inclusive learning environment.
* Increase the use and coordination among multigle@dand community resources.

* Implement multi-tiered, evidence-based, data-dridestrictwide and school-wide systems of
academic, behavioral, and social-emotional support.

Under the SUMS initiative, the OCDE has createti®d, trainer-of-trainers infrastructure, based on
the SWIFT framework that includes:

» A state leadership team of experts from the CDEDBButte COE, and the SWIFT Center.

* Eleven regional transformation teams based on tlaifothia County Superintendents
Educational Services Association (CCSESA) regiokach team will contain a regional lead
supported by a team of regional trainers who vathplete the professional learning series and
bring expertise back to their region.

» Within each of 52 counties (some counties have @oed), a county transformation team led
by a COE trainer and LEA leads (from subgrantees).

* LEA implementation teams that include LEA leadegpsimd stakeholders.

Support of the teams is provided by OCDE and theFSVWenter. Of the total $30 million, OCDE will
provide $21.5 million for subgrants to LEAs to dee align, or enhance evidence-based supports
within an MTSS framework. The remaining fundingused to hire staff, works with partners to
develop a system and frameworks, and establishfuamdl regional and COE leads. Initially, it was
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anticipated that the SUMS Initiative would work wigpproximately 300 LEAs each year for each
year of a three year cycle. OCDE has reported tti@first cohort instead includes 113 LEAS, as a
result of a slower than anticipated build-out o¢ thamework. OCDE anticipates future cohorts to
absorb additional LEAs such that the program walldnthe capacity to serve most districts in thiesta

LEAs are to use MTSS sub-grants to focus on spegéeds identified when going through the MTSS
process and could include professional developmetraining support. LEAs receiving sub-grants are
required to provide annual reports on the implemugon, integration, and scaling up of their MTSS
supports, including integration with Local Contahd Accountability Plans (LCAPs) and student
outcomes over time.

Suggested Questions:

* What is the process that a district or school gbesugh when working with OCDE under the
SUMS Initiative?

* What measurable outcomes should the state lodk fensure success of the program in an
individual district or statewide?

* How does MTSS through the SUMS Initiative integraitel support the development of
LCAPs and the actions LEAs take to meet the st@ietsities under the LCFF?

Staff Recommendation:Information Only.
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6100 DEPARTMENT OF EDUCATION

Issue 3: Proposition 47

Panel:

* Ryan Anderson, Legislative Analyst’s Office
* Ed Hanson, Department of Finance
* Debra Brown, Department of Education

Background:

Proposition 47, passed by voters in November 20idde changes to the state’s criminal justice
system. Specifically, it reduces some non-seriqu$ @on-violent property and drug offences from

felonies or crimes that may be charged as a fetonyisdemeanors. This results in state savings in
three areas:

» The California Department of Corrections and Relitabon (CDCR) has savings resulting
from a reduction in inmate population as less afes are sentenced to state prisons, and some
existing state prisoners are eligible for reseritenc In the short term, there is an increase in
parole costs as resentenced inmates generallyna®&te parole for one year.

» State courts have savings from the conversion lmhies to misdemeanors as the latter
generally take less court time. In the short teimare is increased workload for the court due
to resentencing and reclassifying of convictionseiasting offenders.

 The Department of State Hospitals (DSH) has savimejmted to reducing the number of
offenders charged with felonies who previously rhaye been committed to state hospitals.

The proposition specified that the DOF annuallyneste the savings due to Proposition 47 from the
prior fiscal year and the State Controller depthgg amount into a newly created Safe Neighborhoods
and Schools Fund (SNSF). These funds are contihuapgropriated with 65 percent going to the
Board of State and Community Corrections to suppseidivism reduction, 25 percent going to the
California Department of Education to support tmamnd dropout prevention programs, and 10
percent for the Victim Compensation and Governn@aims Board for grants to trauma recovery
centers. Of these amounts, up to five percent neaysked for administration.

The 2016-17 budget act provided $9.9 million in gorigition 47 Safe Neighborhoods and Schools
Funds, based on the DOF estimate, and an additgir&million in one-time Proposition 98 funding

for dropout and truancy prevention programs to becated pursuant to the formula determined
through legislation adopted in the 2015-16 legstatear. SB 527 (Liu), Chapter 533 and AB 1014
(Thurmond), Chapter 397, Statues of 2016 createdL#arning Communities for School Success
program for the expenditure of K-12 Propositionfdiids. Pursuant to this legislation, the Department
of Education has developed a request for applicat®FA) process for LEAs to apply for grant

funding that may be expended over a three-yeamgeand applications are due in May, 2017.
According to CDE, grants for the first cohort wolde funded through both funding allocated in 2016-
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17 and the additional Proposition 47 funds provide@017-18. CDE will also provide training and
technical assistance to grantees on pupil engagensehool climate, truancy reduction, and
supporting pupils who are at risk of dropping oluschool or who are victims of crime.
Governor’s Budget Proposal:
The Governor's 2017-18 budget estimates a totahgawf $42.9 million from Proposition 47 in 2017-
18. Of this amount, the Governor's budget estim&@tigk1 million to be available for the CDE to
allocate additional grants to LEAs. The DepartmehtFinance estimates that these savings will
increase slightly in future years.
Suggested Questions:

* How did stakeholder input shape the RFA process?

* When does CDE anticipate funds will be awarded?

Staff Recommendation:Hold open pending updated estimates of the SN8ted¥lay Revision.
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6100DEPARTMENT OF EDUCATION

Issue 4: Proposition 56

Panel:

* Ryan Anderson, Legislative Analyst's Office
* Ed Hanson, Department of Finance
* Debra Brown, Department of Education

Background:

Proposition 56 was approved by voters in 2016 aedeases the cigarette tax by $2.00 per pack of
cigarettes and increases taxes on other tobaccugs Revenue generated through Proposition 56 is
primarily allocated to increase funding for exigtinealthcare programs, but is also used for tobacco
use prevention programs, tobacco-related diseaseameh and law enforcement, University of
California physician training, dental disease preis programs and administration. Additionallye th
proposition excluded these revenues from the Propo®8 calculation.

After making specified allocations, approximatelyot percent of the Proposition 56 revenue is
provided to the CDE to administer tobacco preventmrograms in schools. Specifically, the

proposition allocates the funding for the existif@pacco-Use Prevention Education (TUPE) program,
administered by the CDE. The proposition also stttat “not less than 15 percent of the fundindlsha

be used to address tobacco-related disparities.”

Tobacco-Use Prevention Education ProgramProposition 99, approved by the California voters
the November 1988 general election, increased bbgedts, the tax on each pack of cigarettes sold in
the state. The annual budget act appropriates fdrms the Tobacco Surtax Fund for several
purposes, including tobacco-use prevention edutatioschools. Of the TUPE funds, two-thirds is
provided to LEAs for school-based tobacco-use preéore programs through competitive grants and
one-third is used by the CDE for technical asst#aprogram evaluation and regional coordinating
activities.

The TUPE program provides funding for programsriadgs six through twelve through a competitive
application process for tobacco-specific studestruttion, reinforcement activities, special events
and intervention and cessation programs for stsdekit LEAs that are certified as having a fully
implemented tobacco-free school district boardqyodire eligible to apply for funding. Programs are
locally developed, but they are expected to aligih wtate and federal guidelines. Each county effic
of education is eligible to receive funding throutjie County Technical Assistance and Leadership
Funds application to assist school districts witthieir county in program development, to provide
staff development for school and district persopaetl to provide technical assistance as needed.

Governor's Budget Proposal:
The Governor’s budget estimates the total revermmemted from Proposition 56 to be $1.7 billion in

2017-18. After making specified allocations, Prapos 56 requires two percent of the revenue to be
allocated to the CDE to be used for school progreomgrevent and reduce the use of tobacco and
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nicotine products by young people. The Governotddet provides $31.5 million for tobacco and
nicotine prevention programs at K-12 schools (a$ #timount $1.6 million is provided for CDE to
administer the program). The Governor's budget atstudes placeholder trailer bill language
allowing the use of the additional funding to beedted pursuant to legislation.

Suggested Questions:

* Is there demand in the TUPE program for additiobaAs to participate or are existing
participants seeking to expand their programs?

» Does CDE, DOF, or LAO have a position on how fusteuld be used to address “tobacco-
related disparities?”

Staff Recommendation:Hold Open.
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6100DEPARTMENT OF EDUCATION

| Issue 5: Districts of Choice (Information Only)

Panel:
» Ken Kapphahn, Legislative Analyst’s Office

Background:

The District of Choice program was put into placel®93, as part of a package of legislation tha wa
intended to provide parents more choice in selgdtie best schools to meet their children’s needs a
encouraging schools to be more responsive to contynonaeds. Although originally designed as a
five-year pilot program, the state has reauthoritheddistrict of choice program multiple times ahd
is now scheduled to sunset July 1, 2017. Basicramogequirements are described below:

Key Components of the District of Choice Program

e District Participation. A district deems itself a District of Choice through a local resolution and specifies in this

resolution how many new transfer students it will accept each year.

e Transfer Rules. A student’s “home district” must allow the student to transfer unless the transfer would affect the

home district in one of the following ways:

0 Exceed an annual cap equal to 3 percent of the home district’'s student attendance for the year.®

0 Exceed a cumulative cap equal to 10 percent of the home district’'s average annual attendance over the

life of the program.®

0 Exacerbate severe fiscal distress.

0 Hinder a court—ordered desegregation plan.

0 Negatively affect racial balance.

e Admission Procedures. A District of Choice must accept all interested students up to its locally approved amount

and conduct a lottery if oversubscribed.
* Funding Allocations. When a student transfers, the home district no longer generates funding for that student and
the District of Choice begins generating the associated funding.’

For districts with more than 50,000 students, the annual cap is 1 percent and the cumulative cap is not applicable.

*Different rules apply if the District of Choice is a basic aid school district.

Source: Legislative Analyst's Office
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Funding. There is no specific funding for the program; leeer, the school district in which a student
enrolls would receive any per average daily attanddADA) funding allocation based on the student.

Accountability. Each district of choice must collect the followingiormation about students who
transfer in under this program: 1) total amountstifdents applying each year; 2) outcome of the
application and the reason for any denials; 3)l totanber of students entering or leaving each year;
and the number of students entering or leavingdis&rict each year who are English learners or
students with disabilities. Reports are requiredrtaually be submitted to the governing board ef th
district, every neighboring district, the countyficé of education and the Department of Education
(CDE). Information from the reports has not beempited or analyzed by the CDE and there is no
requirement for the CDE to do so.

In addition, since 2009, a district of choice pap@ant must include in its annual independent audit
verification that the district used an unbiased @dians and lottery process and provided factually
accurate communication. Per statute, instructienscompleting these tasks are not included in the
independent audit guide.

Legislative Analyst’s Office Findings and Recommenations:

The LAO released a report in January 208l uation of the School District of Choice Program, in
response to legislation that required the LAO taleate the district of choice program and make
recommendations about future reauthorization. ldeprto inform the report, the LAO conducted
extensive outreach to districts participating ie ffrogram and home districts and reviewed research
and spoke to researchers on similar programs.

The LAO found that there are 47 districts of chp®erving approximately 10,000 transfer students,
making up an average of 26 percent of enrollmentdfstricts of choice. Transfer students are 27
percent low income. Districts of choice are oftsing the program to help avoid declining enrollment
although there may be some impact on the fiscéledis of home districts. Under the program students
can access courses not offered by their home astralthough home districts often make program
changes as a result. Finally, almost all studemtsster to districts with higher test scores thagirt
home districts.

The LAO recommends that the program be reauthoraedt least an additional five-year period
based on the benefits to students, and the neesdiol disruption for students and districts if the
program were to sunset. However the LAO makes tilewing additional recommendations to
improve the program and provide for more transparen

* Repeal the cumulative cap on the percentage ofneehdistrict’s students that can utilize the
program. Districts already have an option to prahiansfers that contribute to severe fiscal
distress.

» Assign the CDE specific administrative respondilei including tracking all districts that
participate in the program, collecting requiredamp in a consistent format and provide them
online, provide additional information to districébout the program, and explore using the
state’s existing student-level data collection ey to collect data about the program.

Senate Committee on Budget and Fiscal Review 12



Subcommittee No. 1 May 11, 2017

* Replace the current audit requirements with ovatslyy the county offices of education.
Complaints in regards to the program could be fiéth the county office of education.

* Improve local communication by requiring districtt choice to post application information
on their websites and provide home districts witisteof transfer students.

Related Legislation. SB 52 (Newman), currently in the senate apprapnat committee, would
extend the district of choice program through Jylg2022.

Suggested Questions:
* What is the fiscal impact of the program on diss¢riaf choice and home districts?
* What types of benefits are students generally vewgunder the program?

Staff Recommendation:Information Only.
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6100DEPARTMENT OF EDUCATION

May 11, 2017

| Issue 6: State Operations

Panel:

* Keith Nezaam, Department of Finance
* Debra Brown, Department of Education
* Virginia Early, Legislative Analyst’s Office

Background:

Funding and authorized positions for the CDE armamaarized by the table below:

CDE State Operations Funding
(dollars in thousands)
2015-16 2016-17 2017-18 | BYtoCY |
Fund Source (Actuals) | (Projected) | (Proposed)| Changes % Change
General Fund
$152,125 $162,056 $156,967 -$5,089 -3.14%
Federal Funds
$149,985 $163,321] $160,678 -$2,643 -1.62%
Fee Revenue
$6,063 $8,153 $7,608 -$545 -6.68%
Bond Funds $2,238 $2,991 $2,991 $0 0.00%
Other Funds
$20,495 $27,466 $29,080 $1,614 5.88%
Total
Expenditures $330,006] $363,987] $357,324 -$6,663 -1.83%
Percentage of
FF to Total 45.33% 44.87% 44 .97%
Positions 2232200  2.249.70,  2.245.20 -4.50 -0.20%

Source: Department of Education
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Governor’s Budget Proposals:

The Governor's budget includes no General Funeéasas for CDE's state operations, but includes the
following federal fund increases:

e Child Nutrition Program Procurement Reviews. The Governor’'s budget provides $479,000
in ongoing Federal Nutrition State Administratiorpeénse (SAE) funds to comply with federal
procurement regulations and respond to U.S. Depgatirof Agriculture audit findings related
to management and oversight of school nutritiorgams.

e Special Education English LearnersThe Governor’'s budget includes $143,000 in one-time
federal Individuals with Disabilities Education AEIDEA) funds to develop an English
learners with disabilities manual and provide tecfinassistance to local educational agencies
in identifying, assessing, supporting, and recfgggj English learners who may qualify for
special education services, and pupils with digasl who may be classified as English
learners, pursuant to AB 2785 (O’Donnell) Chap{&®,5Statutes of 2016.

e« Homeless Youth Liaisons.The Governor's budget allocates $49,000 availabdenfthe
federal McKinney-Vento Homeless Assistance granprtwvide professional development and
training materials to local educational agencysbais for homeless children and youth pursuant
to SB 1068 (Leyva) Chapter 538, Statutes of 2016.th® amount provided, $10,000 is
available on a one-time basis for the developmémformational and training materials for
homeless youth liaisons.

Additionally, as discussed in the agenda for thibcemmittee’s hearing on April 20, 2017, the
Governor has suspended funding for the Instructi@uzality Commission in 2017-18 due to the
reduction in available General Fund resources,ltitegun one-time savings of $948,000 in 2017-18.
The workload of the commission in 2017-18 is redati® statutory deadlines for updating or creating
standards in the following areas: computer sciemweld languages, visual and performing arts and
the creation of a model curriculum for ethnic sasdiThe Governor has proposed trailer bill language
that delays each of these workload requirementmieyyear.

Other state operations requests, not includederGibvernor’s budget, include:

* $3.2 million in ongoing federal funds authoritygopport the administration of child nutrition
programs, specifically to provide technical assiseeand program monitoring.

* $806,000 in federal individuals with disabilitiest dunds to cover increased costs associated
with contracting with the Office of Administratividearings for mediations and due process
hearings.

e $3.5 million in one-time General Fund for CDE toeate an equity and performance
improvement team to promote equity in Californiggblic schools, though addressing the
achievement gap, school discipline, school climate]d bullying that is gender or racially
motivated.

Staff Recommendation:Hold Open
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6100DEPARTMENT OF EDUCATION
6870CALIFORNIA COMMUNITY COLLEGES

Issue 1: Proposition 98 Overview

Panel: Department of Finance
Legislative Analyst’s Office
Department of Education
Community College Chancellor’'s Office

Proposition 98 Overall Funding—K-12 and Community @lleges

Changes to the Minimum GuaranteeThe May Revision provides increased Propositioriu@gling

of $1.5 billion over the Governor's budget for ttieee-year period of 2015-16 to 2017-18. More
specifically, the May Revision funds the Proposit@®3 guarantee for the 2015-16 through 2017-18
fiscal years at $69.1 billion, $71.4 billion, an@d4$6 billion, respectively. Compared to Januaris th
reflects the following yearly changes:

0 An increase of approximately $533 million in 2016-1
0 An increase of approximately $22 million in 2016-17
0 An increase of approximately $1.1 billion in 2018-1

These levels reflect over-appropriating the guamaim the 2015-16 and 2016-17 fiscal years, remplti

in a higher minimum guarantee level in the 2014«8&r. Proposition 98 Maintenance Factor balances
at the end of 2017-18 are $823 million. Finallye tlay Revision includes a proposal to suspend what
is known as the “3B supplemental appropriation’cakdtion for the 2016-17 through 2020-21 fiscal
years. The 3B supplement is a component of thed3iapn 98 calculation that ensures that school
funding grows at the same rate as the rest of titgdt when the state is experiencing low General
Fund growth. Suspending this statutory portionhef ¢alculation reduces the Proposition 98 obligatio
in future years, but this reduction amount is adtiethe maintenance factor calculation to be paid
back when the state experiences higher General giaweth.
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Comparing K-12 Proposition 98 Funding
Under Governor's Budget and May Revision
(Total Funding In Millions)
2015-16 2016-17 2017-18
January Budget
General Fund $43,686  $44,887 $45,886
Local property tax 17,05 18,236 19,200
Total $60,738 $63,122 $65,087
Students 5,971,343 5,958,933 5,958,288
Dollars per student $10,171 $10,593 $10,924
May Revision
General Fund $44,040 $45,114 $47,178
Local property tax 17,048 18,035 18,858
Total $61,088 $63,148 $66,036
Students 5,971,790 5,962,962 5,960,101
Dollars per student $10,229 $10,590 $11,080
Change
General Fund $354 $227 $1,292
Local property tax -4 -201 -343
Total $350 $26 $949
Students 447 4,029 1,813
Dollars per student $58 -$3 $156

a: Reflects Average Daily Attendance
Source: Legislative Analyst's Office

Deferrals. The May Revision does not include funding deferrateloing the January proposal to
shift $859.1 million of the funding scheduled to fm®vided for Local Control Funding Formula
(LCFF) implementation from 2016-17 to 2017-18.

Settle-Up. The proposal provides $603 million in settle-up mpants that count towards the 2009-
10 guarantee level; of this $514 million is prowdde LCFF payments in the 2016-17 fiscal year.

Local Control Funding Formula. The May Revision includes approximately $1.4 biilifor
implementation of the LCFF formula, which bringsettformula to 97 percent of full
implementation in the 2017-18 fiscal year. Thisais increase of $661 million over the January
proposal of almost $770 million in ongoing inveshtsein LCFF.

Mandates. The May Revision includes a total of up to $1ibil in one-time Proposition 98
General Fund to provide discretionary funds to LEa&sl to pay down the backlog of the state’s
obligations attributable to K-12 education mandaféss funding would count towards the 2017-
18 Proposition 98 guarantee, but the Governor mepdo delay the release of these funds until
May 2019, with the appropriation amount contingepon the 2017-18 guarantee level remaining
at the level determined at the 2017-18 budgetTaxrthe extent the 2017-18 minimum guarantee
calculation decreases in future years, the ap@bpn amount would be adjusted.
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Major Program Changes — K-12 Education

* Proposition 39 Energy Efficiency Programs for K-12Education. The May Revision decreases
the amount of energy efficiency funds availableKtd2 schools in 2017-18 by 46.7 million, to
$376.2 million, to reflect decreased revenue egéma

» Other Technical Adjustments.The May Revision also includes the following adjusnts:

0 Local Property Taxes.An increase of $188.7 million in 2016-17 and ardase of $327.9
million in 2017-18 in Proposition 98 General Fumd $§chool districts, special education local
plan areas, and county offices of education asualtref lower offsetting property tax revenues.

o Average Daily Attendance.An increase of $26.2 million in 2016-17 and $7#illion in
2017-18 for school districts, charter schools, andnty offices of education as a result of
changes in projected attendance.

o Categorical Program Growth. An increase of $2.4 million Proposition 98 Gend¥ahd for
selected categorical programs based on updatedatst of projected attendance growth.

o Costof-Living Adjustments. An increase of $3.2 million Proposition 98 Generaind to
selected categorical programs, including statecpies, based on a revised cost-of-living
factor of 1.56 percent for 2017-18, increased ftben1.48 percent estimated in January.

Child Care and Early Childhood Education. The May Revision restored the portions of the 2QT6-
budget agreement for the 2017-18 year that weréohtded in the January proposal, including rate
increases and additional preschool slots for 4 t6t%210 million ($112 Proposition 98 funding).

Major Program Changes — California Community Colleges

e Increased Operating Expenses.The May Revision includes an increase of $160 iomill
Proposition 98 General Fund to support communitiege operating expenses.

e State Operations. The May Revision proposes $618,000 General Fundl $#54,000 in
reimbursement authority to the Chancellor's Offfoe six positions and funding to support a
second Deputy Chancellor.

« Apportionment. The May Revision proposes an increase of $34.llomiProposition 98 General
Fund, which accounts for unused prior-year enrallinggowth funding, declining enrollment, and
an increase in cost-of-living adjustment.

* Local Property Tax Adjustment. The May Revision includes an increase of $68.2ionil
Proposition 98 General Fund in 2016-17, as a resiutlecreased offsetting local property tax
revenues.
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» Deferred Maintenance. The May Revision proposes an increase of $92.liamilone-time
Proposition 98 General Fund and settle-up for defemaintenance, instructional equipment, and
specified water conservation projects.

e Equal Employment Opportunity Program. The May Revision proposes an increase of $1.8
million Employment Opportunity Fund to promote elgamployment opportunities in hiring and
promotion at community colleges.

* Full-Time Student Success FundingThe May Revision proposes an increase of $1.9anill
Proposition 98 General Fund to reflect an increasstimate of eligible Cal Grant B and C
recipients in 2017-18.

» Cost-of-Living Adjustments. The May Revision proposes an increase of $229%00position 98
General Fund to provide a COLA for the Disableddgnt Programs and Services program, the
Extended Opportunities Programs and Services pmggthe Special Services for CalWORKs
Recipients program, and the Child Care Tax Baippagram.

» Proposition 39. The May Revision proposes a decrease of $5.8omijllfor a total of $46.5
million, to reflect reduced revenue estimates.

e Student Enrollment Fee Adjustment. The May Revision proposes a decrease of $24.8omill
Proposition 98 General Fund as a result of incekaffsetting student enroliment fee revenues.

Senate Committee on Budget and Fiscal Review 5



Subcommittee No. 1 May 15, 2017

6440UNIVERSITY OF CALIFORNIA
6610CALIFORNIA STATE UNIVERSITY
CALIFORNIA STUDENT AID COMMISSION

| Issue 2: Overview of Governor’s 2017-18 May RevisioBudget Proposals

Panel: Department of Finance

Legislative Analyst's Office
University of California

California State University
California Student Aid Commission

The Governor's May Revision proposal increases stiment in higher education, primarily due to
recognition of UC and CSU'’s tuition increase. Speally, tuition increases also increase Cal Grant
spending estimates by $48 million in the budget.yea

Major Program Changes — University of California

Cost Structure. The May Revision proposes to set-aside $50 millBeneral Fund from UC'’s
base, which will be released when UC has achielveccommitments made in the agreement with
the Governor related to activity-based costing,olment of transfer students, and completed
recommendations made by the State Auditor in tentreport on the UC Office of the President.

Major Program Changes — California State Universityand University of California

Redirection. The May Revision proposes to redirect $4 milliomé&ml Fund from UC and CSU
each to eliminate the scheduled award reductionsCal Grants for students attending private
institutions accredited by the Western AssociatbBchools and Colleges.

Transportation Research.The May Revision proposes an increase of $2 millnCSU and $5
million for UC, from the State Transportation Fuifal, transportation research, pursuant to Senate
Bill 1 (Beall), Chapter 5, Statutes of 2017.

Major Program Changes — California Student Aid Commission

Offsets Cal Grants Costs with Federal Temporary Adstance for Needy Families (TANF)
Funds. The May Revision proposes an increase of $194amilh TANF reimbursements in 2017-
18, which reduces General Fund support for Cal Grarhis would bring total TANF support for
Cal Grants to $1.1 billion.

Caseload Adjustments.The May Revision proposes Cal Grant spending asady $33 million
in 2016-17 and $71.6 million in 2017-18 to refleetised estimates in Cal Grant caseload costs for
the current year and budget year.

College Access Tax Credit Funding.The May Revision assumes a $5.6 million decrease i
College Access Tax Credit Funding for the Cal GExsupplementThis decreases the per-student
supplement to $24.
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e Middle Class Scholarship Program CostsThe May Revision proposes a net decrease of $10
million for revised cost estimates related to thev&nor's budget proposal to phase out the
program.

e Tuition Award for UC and CSU Students. The May Revision proposes an increase of $28
million and $20.9 million to reflect the adoptedtitan increases at CSU and UC, respectively.
CSU and UC approved an increase in tuition of $2r@, $282, respectively, and as a result, the
maximum Cal Grant award would increase by a coordimg amount.

» Cal Grants for Private Non-Profit Institutions. The May Revision proposes an increase of $8
million General Fund, redirected from UC and CSU&se budget, in 2017-18, to maintain the
maximum Cal Grant tuition award for students atbegdgrivate non-profit institutions accredited
by the Western Association of Schools and Collegte$9,084. This funding is contingent on
legislation requiring these institutions to increaanrollment of low-income students, ease the
transfer process for community college studentd,expand online education programs.

* New Grant Delivery Infrastructure Technology (IT) System. The May Revision proposes
$546,000 one-time for the final year of planning thystem. Funds are for costs of a project
manager and for the California Department of Te&tonoproject planning and support.
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Higher Education Vote Only Items

6120 - California State Library:

Vote Only

Language |Staff
: L Recommendation
Item Subject Description Comments
1 |Asset Management |The May Revision proposes $404,000 ($189,000 ongoing) for BBL  |Approve as proposed.
System Replacement |replacement of the asset management system. Of this funding, $215,000
is one-time to support costs of implementation of the new system to
improve organization of the State Library's collections, allow for better
linkages with other libraries, and create efficiencies for other state
agencies that choose to maintain their materials using the system.
Ongoing funding is for a cloud-based Software and repository of digital
materials and data management.
2 |Assistant Bureau The May Revision proposes $137,000 ongoing to reclassify an existing BBL Approve as proposed.
Chief, State Library [position as an Assistant Bureau Chief in the State Library Services
Service Bureau Bureau. No position authority is requested. The State Library Services
Bureau is the state’s central reference and research library. An Assistant
Bureau Chief would be responsible for general management of functions
related to the library’s collections and for coordination of the State
Library’s initiative to digitize state records. These responsibilities are
currently being performed by the Bureau Chief.
6610 - Hastings College of Law: Vote Only
Item Subject Description Comments LEMEEGE | BT .
Recommendation
3 [Base Augmentation |The Governor proposes a $1.1 million General Fund ongoing BBL  |Approve as budgeted.

unallocated increase (9.2 percent) to Hastings budget. The Governor
proposes to give Hastings flexibility to decide how to spend the state
augmentation.




6440-University of California:VVote Only

. — Staff
Item Subject Description Comments Language Recommendation
4 Base Augmentation Bfge Administration's January budget proposed a $132 million base increase for BBL Approve as budgeted.
5 [Umbilical Cord The Administration proposes trailer bill language to eliminate the sunset TBL Approve Placeholder
Blood Collection date for the UC’s Umbilical Cord Blood Collection Program. TBL
Program

AB 34 (Portantino), Chapter 516, Statutes of 2007, established the
Umbilical Cord Blood Collection Program, to be administered by the
California Department of Public Health. Due to implementation
challenges at the Department of Public Health, AB 52 (Portantino),
Chapter 529, Statutes of 2010, shifted the program to UC. AB 52
imposed a mandatory $2 fee on California birth certificates, which, in
turn, generates about $2.5 million each year for UC to administer the
cord collection program. AB 52 will sunset on January 1, 2018.

UC coordinates the collection and transportation of cord blood
donations from hospitals in California to several banks across the
country. UC enters into agreements with hospitals and banks to collect
and store donated units. Under some agreements, UC uses its own
hospital staff to collect donations and contracts with a third party for
transportation services; whereas, under other agreements, it reimburses
hospitals and banks for their associated costs.




) o Language |Staff
Item Subject Description Comments Recommendation
6 [UC Summer Institute |UC offers a variety of outreach programs to attract graduate students. In [Staff notes that this program BBL  |Approve $150,000
for Emerging particular, the Summer Institute for Emerging Leaders was created in may benefit from a ongoing to expand
Leaders 2012 as a joint effort of the UC business schools and UCOP to recruit  |centralized database and a program services to
underrepresented minority students for Masters in Business specific program lead across serve additional
Administration programs at UC. Each of the six business schools rotates |UC business schools in order California resident
as a host for a two-week summer program for two summers, and targets |to better track student students, and
freshman and sophomores from historically black colleges and outcomes. $150,000 General
universities (HBCU) and Hispanic serving institutions (HSI) across the Fund to UCOP for a
country. The fellowship is open to 25 freshman per fellowship class. dedicated program
This program is funded by private donations, with an annual budget lead to coordinate
about $175,000. Because this program rotates among the UC business their program.
schools, it is difficult to identify or track long-term outcomes.
7  |Statewide Proposition 11 of 2008 required the Legislature to establish the The 2014-15 budget BBL Approve an increase
Redistricting Statewide Database (SWDB), which is the redistricting database for the |approved approved budget of $730,000 from
Database state of California. This database houses voter registration information |bill language designating within UC's main

used in the redistricting processes. In 2001 and 2011, data was used for
state legislative, congressional, Board of Equalization and local
redistrictings following the 2000 and 2010 Censuses respectively as
mandated by law. Data collection and processing for the redistricting are
ongoing tasks conducted over a ten year period of time, starting with the
collection of the decennial census at the beginning of each decade. With
each statewide election between redistrictings, updated data sets are
made available as a free, public resource as soon they are processed.
Currently, data is being collected for 2021 redistricting. This database
is located at UC Berkeley Law's Center for Research.

$770,000 GF, from within the
UC’s main support item, for
the Statewide Database at UC
Berkeley.

support item for the
Statewide Database
at UC Berkeley, for a
total of $1.5 million.




Language |Staff
Item Subject Description Comments Recommendation
8 |Sustainability Plan [Beginning with the 2014-15 Budget Act, UC and CSU were required to |Staff notes that UC and CSU | BBL/TBL |Approve proposal to

submit performance reports (commonly referred to as “academic
sustainability plans”) by November 30 each year. In these reports, UC
and CSU are to set performance targets for various statutory measures,
such as graduation rates, and degree completions, for each of the coming
three years. The plans include several years of actual performance on
each of the measures.

The Governor proposes to eliminate the sustainability plan.
The LAO notes that the biggest value of the sustainability plans are the

out-year targets and past actuals for each of the statutorily required
performance measures.

are also required to annually
submit a report by March to
the Legislature regarding
performance. These measures
includes four-year graduation
rates for both UC and CSU
and six-year graduation rates
for CSU (disaggregated by
freshman entrants, transfers,
graduate students, and low-
income status).

eliminate the
sustainability plans,
but change the
statutory requirement
for the March
performance reports
to (1) include targets
as well as past actuals
and (2) move the
deadline up to
November 30, which
allows the LAO to
report to the
Legislature on the
segments’ respective
performance in the
February Analysis.




Item Subject Description RTINS Language |Staff _
Recommendation
9  |California Health CHBRP was established under AB 1996 (Thomson), Chapter 795, The LAO recommends TBL  [Reject Governor's

Benefit Review
Program

Statutes of 2002, which requested UC to assess legislation that propose
a health insurance mandated benefit or service and prepare a written
analysis. Under AB 1996, legislative leadership may request CHBRP to
perform a bill analysis.

The CHBRP program is funded by the Health Care Benefits Fund,
which provides CHBRP with up to $2 million annually from fees
assessed on health insurance providers. CHBPR staff reports that it
spends the maximum amount ($2 million) every year regardless of the
number of analyses the Legislature asks it to produce.

AB 1996 called for the program and its fund source to sunset on January
1, 2007. Subsequent legislation has since extended this sunset date
several times, with SB 125 (Hernandez), Chapter 9, Statutes of 2015,
extending the date to June 30, 2017.

The Governor proposes trailer legislation that would eliminate the
sunset date, thereby indefinitely authorizing the program and the Health
Care Benefits Fund.

rejecting the Governor’s
proposal.

The sunset date has allowed
legislative staff to revisit its
expectations for CHBRP and
that CHBRP’s future
workload is uncertain given
federal changes. Previous
extensions of the sunset date
have ranged from two to five
years.

proposal, and adopt
placeholder TBL to
extend CHBRP sunset
date by three years to
June 30, 2020.




Language |Staff
Item Subject Description Comments Recommendation
10 |UC Santa Cruz Co-  [The Administration proposes trailer bill language to allow UC Santa In a letter dated April 1, 2016, TBL Reject.
Generation Plant Cruz to fund debt service for their Cogeneration Plant Phase 1 project  [the Administration notified the
with General Fund. Joint Legislative Budget
Committee (JLBC) of their
In 2011, UC initiated the process for building a cogeneration intent to authorize UC_to_use Its
. General Fund appropriation to
replacement plant on the Santa Cruz campus. A cogeneration plant ' .
) . .. pay for debt service associated
3|ml_JItar_1eoust generatgs electricity and heat. The remaining General with a recently constructed
Obligation bond authority for UC and CSU was nearly exhausted and  |cogeneration plant at the Santa
were being allocated primarily to the final equipment phases of existing |cruz campus.
projects, therefore UC did not submit the project for approval from the
Legislature. In April 2013, the UC Regents decided to move forward In response to the letter, LAO
with the estimated $37.1 million project. UC Santa Cruz funded the recommended rejecting UC’s
project through non state campus funds and external financing. In request. UC did not receive state
February 2016, UC Santa Cruz recently completed the project and paid |aPProval prior to building the
$1.1 million in associated debt service in 2015-16 using non state funds. [c09eneration plant, violating the
The campus expects to continue incurring debt service through 2045, Iongstan_dmg process of seek_mg
. . L o state review and approval prior
with annual payments ranging from $1.3 million to $1.6 million. to proceeding. Asking for state
funding after completing a
project is highly irregular, and
even without state funding, UC
indicates it has sufficient
funding to retire the associated
debt service. JLBC did not
concur with UC’s request.
11  [Deferred Maintenance |The Governor proposes trailer bill legislation to include deferred Adopt placeholder

maintenance as an eligible capital expenditure for UC’s capital outlay
process. The Administration notes that this will conform to how
deferred maintenance costs are handled at the CSU.

trailer bill language.




Language

Staff
Recommendation

Item Subject Description Comments
12 |Breast Cancer The May Revision proposes an increase of $2.07 million, for a total of BBL Approve as proposed.
Research $7.16 million from the Breast Cancer Research Account, Breast Cancer
Fund for the Breast Cancer Research Program. EXxisting law requires
that, upon appropriation, 90 percent of the moneys in the Breast Cancer
Research Account, Breast Cancer Fund be allocated to the Breast
Cancer Research Program.
13 [Tobacco-Related The May Revision requests an increase of $3,000 for a total of $10.14 BBL Approve as proposed.
Disease Research million for tobacco-related research from the Research Account in the
Cigarette and Tobacco Products Surtax Fund. Funds in the account are
only available for appropriation for tobacco-related disease research.
14 |Transportation The May Revision proposes $5 million from the Road Maintenance and BBL Approve as proposed.

Research

Rehabilitation Account, State Transportation Fund to the University of
California for transportation research. This is consistent with Senate Bill
1 (Beall), Chapter 5, Statutes of 2017.




6610 - California State University: Vote Only

. — Staff
Item Subject Description Comments Language Recommendation
Base Augmentation | The Governor’s budget proposes a $157.2 million base increase for
15 CSuU. BBL Approve as budgeted.
16 |Sustainability Plan  [Beginning with the 2014-15 Budget Act, UC and CSU were required to |Staff notes that UC and CSU | BBL/TBL |Approve proposal to

submit performance reports (commonly referred to as “academic
sustainability plans”) by November 30 each year. In these reports, UC
and CSU are to set performance targets for various statutory measures,
such as graduation rates, and degree completions, for each of the coming
three years. The plans include several years of actual performance on
each of the measures.

The Governor proposes to eliminate the sustainability plan.
The LAO notes that the biggest value of the sustainability plans are the

out-year targets and past actuals for each of the statutorily required
performance measures.

are also required to annually
submit a report by March to
the Legislature regarding
performance. These measures
includes four-year graduation
rates for both UC and CSU
and six-year graduation rates
for CSU (disaggregated by
freshman entrants, transfers,
graduate students, and low-
income status).

eliminate the
sustainability plans,
but change the
statutory requirement
for the March
performance reports
to (1) include targets
as well as past actuals
and (2) move the
deadline up to
November 30, which
allows the LAO to
report to the
Legislature on the
segments’ respective
performance in the
February Analysis.




17

Other Post
Employment
Benefits

The Administration and CSU is proposing trailer bill language to amend
the Government Code to stipulate that members of California Faculty
Association and non represented employees hired after July 1, 2017,
will not receive retiree health and dental benefits until working for the
CSU for 10 years. This language would only be operative if the trustees

adopted this proposal, or if agreed to in collective bargaining agreement.

This proposal is consistent with the collective bargaining agreement
between CSU and the California Faculty Association, which was
announced in April 2016.

TBL

Approve placeholder
TBL.




Item

Subject

Description

Comments

Language

Staff
Recommendation

17

Transportation
Research

The May Revision proposes $2 million from the Road Maintenance and
Rehabilitation Account, State Transportation Fund to the CSU for
transportation research. This is consistent with Senate Bill 1 (Beall),

Chapter 5, Statutes of 2017.

BBL

Approve as proposed.

10



6980 - California Student Aid Commission: Vote Only

Item Subject Description Comments GG | ST .
Recommendation
19 |Temporary The May Revision proposes a decrease of $194 million General Fund in BBL  |Approve as proposed.
Assistance for Needy|fiscal year 2017-18 to reflect an increase of $194 million in
Families reimbursement authority available in Temporary Assistance for Needy
Families (TANF) resources.
20 |[Cal Grant Case Load [The May Revision proposes an increase of $71.59 million in case load BBL Approve as proposed.
due (1) to an increase in the estimated number of new recipients in 2016-
17,which increases the estimates of renewal students in 2017-18, and (2)
the revised estimate of new recipients in 2016-17 is used as the new
base for estimates of new recipients in 2017 18, with growth applied.
21 |Maximum Cal Grant |Existing law specifies that the maximum tuition award for students BBL Approve as proposed.

Award Adjustments
Due to UC and CSU
tuition Actions

attending the UC and CSU is equal to the system wide tuition and fees
charged at those institutions. Because the UC Board of Regents and
CSU Board of Trustees approved an increase in tuition of $282 and
$270, respectively, the maximum Cal Grant award would increase by a
corresponding amount.

The May Revision proposes an increase of $20.85 million in 2017-18 to
reflect the costs of an increase in the maximum Cal Grant tuition award
for students attending UC. The May Revision assumes the maximum
award would be $12,630. The May Revision also proposes an increase
of $28 million in 2017-18 to reflect the costs of an increase in the
maximum Cal Grant tuition award for students attending the CSU. The
May Revision assumes the maximum award would be $5,742.

11



Language |Staff
Item Subject Description Comments Recommendation
22 |Updated Estimates |Assumption Program of Loans for Education (APLE): The May BBL  |Approve as proposed.

for Various Loan
Assumption
Programs for
Education

Revision proposes an increase of $612,000 to reflect revised cost
estimates for APLE. The May Revision also scores reduced costs for
APLE of $142,000 in 2015-16 and $72,000 in 2016-17.

State Nursing Assumption Program of Loans for Education (SNAPLE):
The May Revision proposes a decrease of $208,000 to reflect revised
cost estimates for SNAPLE. The May Revision also scores reduced
costs for SNAPLE of $84,000 in 2015-16 and $141,000 in 2016-17.

Child Development Teacher and Supervisor Grant Program: The May
Revision proposes decreasing reimbursements by $51,000 to reflect a
change in the agreement between the CSAC and CDE for grants. The
May Revision also scores reduced costs and reimbursements for the
program of $34,000 in 2016-17.

John R. Justice Loan Assumption Program: The May Revision proposes
increasing reimbursements by $32,000 to reflect a change in the
agreement between CSAC and the Office of Emergency Services that
increases the award amount by $170 per recipient. The May Revision
also assumes corresponding adjustments in 2016 17.

Law Enforcement Personnel Dependent Grant Program: The May
Revision proposes an increase of $49,000 to reflect revised cost
estimates. The May Revision also scores reduced costs for the program
of $3,000 in 2015-16 and $5,000 in 2016-17.

12



Language |Staff
Item Subject Description Comments Recommendation
23 |[College Access Tax [The May Revision proposes a decrease of $5.61 million to align with BBL  |Approve as proposed.

Credit Program

revised estimates of resources in the College Access Tax Credit Fund.
Appropriations from this fund are used to make supplemental awards to
students who receive Cal Grant B access awards. With this adjustment,
the supplement would be $24 in 2017-18.

13



Higher Education Items for Discussion and Vote

6440-University of California: Discussion and Vote

Item Subject Description Comments Language Staff Recommendation
24  |Graduate Student|The UC is requesting $9 million for an additional 900 graduate students in order BBL Approve $5 million General
Enrollment to allow the UC to keep pace with significant growth in undergraduate Fund ongoing to increase
enrollment. Beginning in fall 2016, UC implemented a plan to increase resident graduate student
enrollment of California undergraduates by 10,000 over three years. UC notes enrollment by 500 students.

that when enrollment for undergraduates increase, UC typically adds faculty
who are supported by graduate students. Additionally, graduate students also
ensure that there are sufficient teaching assistants and graduate student
instructors to handle the additional undergraduate instructional workload.

25 |Redirectionto | The May Revision proposes to redirect $4 million from UC's budget to fund BBL |Approve as proposed
Cal Grant costs of the Cal Grant program for students attending private institutions
accredited by the Western Association of Schools and Colleges. This
adjustment, and a corresponding adjustment made to the appropriation for the
CSU, would fund that cost.




Item Subject Description Comments Language | Staff Recommendation
26 [State Audit In April 2017, the State Auditor released a report regarding the UC Office of the [ The State Auditor's report also BBL Modify proposed BBL to
Report President. The report found that UC failed to disclose a surplus accumulated highlighted that UCOP requested also require UC to (1) adopt

over four years, and that UC does not properly document, adequately disclose,
or review all the restrictions, fund sources for presidential or university
initiatives, among other findings. The State Auditor made various
recommendations for UC, including the adoption of a reserve policy, evaluation
and identification of changes needed in employee benefit policies, and
completion of CalHR's best practice workforce planning model.

In response to the State Audit, the May Revision proposes to set-aside $50
million General Fund from UC's base, and DOF will not release the funds until
UC has (1) completed the remaining activity-based costing pilots, (2) taken
actions to attain, by the 2018-19 academic year, a ratio of at least one entering
transfer student for every two entering freshmen at each campus, except for the
Merced and San Francisco campuses, and (3) taken actions identified in the
recommendations the Auditor made to the Regents and the Office of the
President. The UC is required to submit evidence to the Director of Finance by
May 1, 2018, that it has met these expectations.

increases in the system wide

assessment fee in two of the four
years that were audited, and that
UCORP provides a supplemental
retirement contribution to certain UC

executives.

a policy in 2017-18 to no
longer provide supplemental
retirement payments to
newly hired senior
management employees, (2)
adopt a policy to freeze the
system wide assessment fee
for two years starting in
2018-19, and (3) starting in
2018-19, as a part of its
annual budget process,
UCOP shall disclose all
revenue and expenditures,
including carryover funds,
and a full description of
system wide and presidential
initiatives, including
revenue sources and how
these initiatives further the
mission of UC. This
information shall be
forwarded to the appropriate
committees of the
Legislature.

15
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Description

Comments

Language

Staff Recommendation

27

Capital Outlay

Existing law allows UC to pledge its state support appropriations to issue bonds
for state-eligible projects, and as a result, the state no longer issues bonds for
university capital outlay projects. This authority is limited to the costs to design,
construct, or equip academic facilities to address: (1) seismic and life safety
needs, (2) enrollment growth, (3) modernization of out-of-date facilities, and (4)
renewal of expansion of infrastructure to serve academic programs.
Additionally, the state allows each university to pay the associated debt service
of academic facilities using its state support appropriation.

Under UC’s capital outlay authority, existing law allows them to enter into
contracts with private partners to finance, design, construct, maintain and
operate state-eligible facilities. Existing law also allows UC to use state support
funds to pay for availability payments, lease payments, installment payments,
and other similar or related payments for capital expenditures. For the Merced
project, which utilizes availability payments, statute requires UC to use its own
employees for routine maintenance, meaning the partner only would perform
maintenance on major buildings.

Availability payments are performance-based payments made over the lifecycle
of the facilities. Under UC Merced's 2020 project, if any facilities are not
available in accordance with the contract's standards, the UC is entitled to
deduct an established amount from the availability payment.

TBL

Adopt placeholder trailer bill
language, for the 2017-18
fiscal year and each year
thereafter, to require facility
projects that utilize
availability payments to
proceed, pursuant to Section
92495, only if all work
traditionally performed by
persons with UC job
classifications is performed
only by employees of the
ucC.

16



6610 - California State University:

Discussion and Vote

Item Subject Description Comments Language Staff Recommendation
28 CSU reports that graduation rates are improving, increasing the four year The LAO recommends the TBL Approve $25 million one-
Graduation Rates |gradation from 18.6 percent to 20 percent for its 2010 and 2012 cohort. Legislature require CSU to report by time for the CSU Graduation
However, despite these improvements, achievement gaps by race/ ethnicity, and |January 1, 2018 on (1) its plans to put Initiative, and adopt
socioeconomic status still persist. For instance, the four year graduation rate for |in place research based methods for placeholder trailer bill
white students is about 30 percent, compared to 8.7 percent of African American|assessment and placement, as well as language to require CSU to
Students and 12 percent of Latino student. (2) opportunities for campuses to report to the Legislature
make available more course slots by regarding (1) its plans to
In an effort to address this, CSU adopted the Graduation Initiative 2025, which |reducing the number of excess units adopt researched based
seeks to increase its four year graduation rate to 40 percent, and to eliminate the |that students earn. Given these methods for assessment and
achievement gap. CSU is requesting $75 million ongoing General Fund to opportunities for further reform and placement, (2) opportunities
support this initiative. given the many other competing cost for campuses to make more
pressures facing CSU in the budget courses available by
year, the Legislature may wish to reducing the number of
place a lower priority on providing excess units earned, and (3)
additional funding for the Graduation specific activities and
Initiative in 2017 18. spending for each activity
CSU engaged in to meet the
Similarly, the State Auditor recently State's goals for student
released an audit report, which success, including activities
recommended the Legislature to improve close the
improve its oversight of CSU by achievement gap for low-
requiring CSU to submit an annual income students,
report that provides information on underrepresented minority
specific activities that CSU engaged students, and first generation
in during the previous years to meet college students.
the State’s goals for student success.
29 |Redirectionto  [The May Revision proposes to redirect $4 million from CSU's budget to fund BBL

Cal Grant

costs of the Cal Grant program for students attending private institutions
accredited by the Western Association of Schools and Colleges. This
adjustment, and a corresponding adjustment made to the appropriation for the
UC would fund that cost.

Approve as proposed.

17



6980 - California Student Aid Commission: Discussion and Vote

Item Subject Description Comments Language Staff Recommendation
30 [Cal Grant The Governor’s January budget proposed a scheduled reduction for Cal Grants |The subcommittee may wish to BBL/TBL |Approve an increase of
Awards for to private-non-profits and private for-profits to go into effect. This would reduce |consider if it is appropriate to place $7.96 million to eliminate
Students the award from $9,084 to $8,056. CSAC estimates the reduction will affect conditions on Cal Grant awards. To the proposed budget
Attending Private [about 8,500 new Cal Grant recipients in 2017-18 and projects an associated $7.4 |date, the state has not placed special, reduction, and to maintain
Non-Profit million in savings. The number of recipients affected and the associated savings [unique conditions on private, the award amount of $9,084
Universities will more than triple over the following three years as recipients “grandfathered” |nonprofit Cal Grant awards (apart for students attending

in at the higher rate exit the program.

The May Revision proposes an increase of $7.96 million to maintain the
maximum Cal Grant tuition award for students attending private institutions at
$9,084 (growing by $1,028 from $8,056 in existing law), subject to trailer bill
language that requires these institutions to increase the number of low-income
students enrolled, ease transfer for students who have earned associate degrees
for transfer, and expand online education. Budget bill language makes this
increase contingent on the adoption of legislation.

The May Revision also scores reduced costs for the program of $55.7 million in
2015-16 to correct prior estimates and increased costs of $33.25 million in 2016-
17 to account for the estimated increase in new recipients.

from institutional eligibility criteria
relating to graduation rates and
student loan defaults, which also
apply to UC and CSU campuses.)

private institutions
accredited by WASC. Reject
proposed conditions related
to legislation on increased
enrollment, transfer process
and online education, in
BBL and TBL. Approve
updated cost estimates for
2015-16 and 2016-17.

18



Item Subject Description Comments Language Staff Recommendation
31 |Competitive Cal |The May Revision proposes language to authorize CSAC to make 35,000 initial [LAO notes that current law places no [BBL Approve proposal to allow
Grant Awards award offers for competitive Cal Grants for the 2017-18 award year. CSAC cap on the number of awards CSAC CSAC to make additional
would be authorized to select the minimum scores used to determine which may offer annually. initial award offers, without
applicants receive offers based on the total offers specified in the item. Existing adjusting statutes total
law authorizes CSAC to make 25,750 new competitive Cal Grant awards each number of authorized
year. CSAC currently limits initial award offers based on the number of awards.
statutorily authorized awards. However, many students who receive offers do
not claim those awards. Therefore, to make the number of authorized awards,
CSAC typically makes subsequent offers late in the award year. This proposal
authorizes 35,000 award offers early in the year, based on recent data on the
percentage of awards claimed, to better align Cal Grant notifications with
student enrollment decisions.
32|Grant Delivery  [The May Revision includes $546,000 in one-time funding for CSAC to continue BBL Approve as proposed.

System
Modernization
Project

working on replacing its online grant delivery system. CSAC uses its grant
delivery system to process financial aid applications, make aid offers, and
process payments. The project currently is moving through the California
Department of Technology’s “Project Approval Lifecycle” process. Most state
IT projects are required to go through this four-stage planning process. CSAC
project currently is in stage two of the process. Of the proposed $546,000,
$296,000 is to allow CSAC to continue contracting with an external project
management team and $250,000 is for required contracting with the Department
of Technology.

19
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VOTE ONLY

6100 - CALIFORNIA DEPARTMENT OF EDUCATION

Item Subject Description Staff Recommendation | Language Comments
Issue 1: Child Care and Early Education
1 |Child Care CalWORKS The May Revision proposes that this item be decreased by $30,913,000 |Approve as proposed Technical adjustment to
Caseload Funding non-Proposition 98 General Fund to reflect revised cost estimates for the align to available federal
CalWORKSs Stages 2 and 3 child care programs. Specifically, it is funds
6100-194-0001 requested that Schedule (5) of this item be decreased by $18,093,000
and Schedule (6) of this item be decreased by $12,820,000.
(May Revision)
2 |Federal Child Care and The May Revision proposes that Schedule (5) of Item 6100-194-0890 |Approve as proposed BBL Technical adjustment to
Development Fund be increased by $10,917,000 Federal Trust Fund to reflect an increase in expend available carryover
one-time federal carryover funds available from prior years. It is also funds.
6100-194-0001/ 6100-194-0890 |[requested that Schedule (6) of Item 6100-194-0001 be decreased by
$10,917,000 non-Proposition 98 General Fund to reflect this change.
(May Revision) The increased federal funds offset an identical amount of non-
Proposition 98 General Fund in the California Work Opportunity and
Responsibility to Kids (CalWORKSs) Stage 3 child care program. The
Governor’s Budget identified $19,101,000 one-time Federal Trust Fund
carryover available in fiscal year 2017-18 and this adjustment will
increase the total available carryover funds to $30,018,000.
3 |Early Head Start - Child Care |The Administration proposes that this item be increased by $2,608,000 [Approve as proposed. BBL Technical adjustment to

Partnership Grant
6100-294-0890

(Spring Finance Letter)

Federal Trust Fund to reflect $2,829,000 in one-time carryover funds
and a $221,000 decrease to the available federal grant. This program
provides infant and toddler child care to low-income families enrolled in
county offices, family child care home education networks, center-based
homes, and specified tribal governments.

expend available carryover
funds.

May 17, 2017

Senate Subcommittee #1 on Education
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6100 - CALIFORNIA DEPARTMENT OF EDUCATION

VOTE ONLY

Item Subject Description Staff Recommendation | Language Comments
4 [Child Care and Preschool The Governor's Budget included trailer bill language that would allow  |Approve placeholder trailer| TBL
Programs - electronic providers to accept electronic applications and signatures from families |bill to be refined as
applications applying to subsidized child care or state preschool programs. necessary.
(January Proposal)
5 [Transitional Kindergarten The Governor's Budget included trailer bill language that would allow  [Approve placeholder trailer| TBL Programs may already seek a
Instructional Minutes school districts to run transitional kindergarten and kindergarten bill to be refined as waiver from the State Board
programs on the same site for different lengths of time. The May necessary. of Education for this
(January Proposal and May Revision amended this language to include programs on different sites purpose. This language
Revision) within the school district. eliminates the need for
school districts to seek
waivers.
6 [Child Care Programs - The Governor's Budget included trailer bill language that would align ~ [Approve placeholder trailer| TBL

Homeless Youth Definition

(January Proposal)

the state definition of homeless youth with the definition used for the
federal McKinney-Vento Homeless Assistance Act. The federal
definition is more expansive and classifies children as homeless if they
are temporarily staying with others due to the loss of funding.

bill to be refined as
necessary.

May 17, 2017
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ISSUE 2: K-12 Local Assistance
7 |Special Education The Governor's Budget and the May Revision include adjustments to Approve as proposed. BBL  |Staff notes that this item may
Special Education in the 2017-18 for offsetting property taxes (net change due to any
6100-161-0001 decrease of $7.3 million) and base adjustments (Net decrease of 6.8 Conform to Proposition 98 adjustments made in the
million). Package. final Proposition 98
(January budget and May Package.
Revision)
8 |Growth The May Revision provides a growth adjustment of $76.4 million for the| Approve as proposed, and BBL
Special Education, Preschool, and Child Nutrition programs and Charter [conform to Proposition 98
6100-161, 196, 203, 601, 608, School, School District, and County Office of Education LCFF ADA package
670 - 0001 growth. This change is in addition the $23.7 million proposed in the
January Budget for a total growth adjustment of $100.1 million. Overall
(January Proposal and May special education, preschool and charter LCFF received slight decreases,
Revision) with all other items receiving increases.
9 [Cost of Living Adjustment The May Revision provides a COLA increase of $18.7 million for the  [Approve as proposed, and | TBL/BBL

(COLA)

6100-119, 150, 151, 158, 161,
196, 203, - 0001

(January Proposal and May
Revision)

Foster Youth, American Indian Early Education Childhood Education,
American Indian Education Centers, Special Education, Preschool,
Child Nutrition, and Adults in Correctional Facilities programs. This
adjustment reflects an increase in COLA to 1.56 percent from the 1.47
percent proposed in the January Budget bringing the total COLA cost to
$76.8 million for 2017-18.

conform to Proposition 98
package

May 17, 2017
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10 [Mandates Block Grant The Governor's Budget included an increase to this item of $8.5 million [Add $8.5 million and the BBL |Staff notes that providing a
to reflect the addition of the mandatory reporters mandate to the block  [mandatory reporters COLA would ensure the
6100-296-0001 grant. The May Revision proposes trailer bill language to add the mandate to the block grant. block grant retains its
California Assessment of Student Performance and Progress (CASPP) purchasing power.
(January Proposal) into the mandates block grant with no additional funding. The January [Add a COLA to the
proposal and May Revision combined also propose a base reduction in |mandates block grant on an
this item of $616,000 to align mandate block grant funding with revised [ongoing basis.
average daily attendance estimates.
Reject proposal to add
CASPP mandate.
11 [Proposition 39 The May Revision includes $376.2 million Clean Energy Job Creation |Approve as proposed, and Technical adjustment to
Fund to reflect increased projected revenues in 2017-18 tied to the conform to Proposition 98 reflect
6100-139-8080, 6100-639-0001 |corporate tax changes enacted by Proposition 39. This is a reduction of [package
and 6100-698-8080 $22.6 million over the prior year
(January Proposal and May
Revision)
12  [Proposition 39 Extension Staff proposes that the legislature adopt placeholder trailer bill language, [Adopt implementing trailer TBL

to be revised as necessary to do the following: 1) Extend the
encumbrance date of existing funds by 9 months to March 31, 2018; 2)
extend existing program requirements, including use of funding and the
Citizen Oversight Board; 3) Allocate any remaining funding for the
program as follows: $75 million for school bus replacement, $100
million for low-interest and no-interest loans for energy retrofits and
clean energy installs as allowed under the existing program, and to
school districts for energy retrofits projects as allowed under the existing
program; and 4) Specify program funding is contingent upon an
appropriation in the annual budget act or another statute.

bill language as described
to be refined as necessary.

May 17, 2017
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13 [Child Nutrition Program The May Revision proposes that this item be increased by $1,226,000 |Approve as proposed BBL
Proposition 98 General Fund to reflect the revised estimate of meals

6100-203-0001 served through the state child nutrition program. The resulting
appropriation would fully fund, at the specified rates, all meals projected
(May Revision) to be served in 2017-18.
14 [California Assessment of The May Revision proposes that this item be increased by $1,000 Approve as proposed BBL
Student Performance and Proposition 98 General Fund to reflect the addition of the California
Progress Mandate Assessment of Student Performance and Progress (CAASPP) mandate
Reimbursement to the mandate reimbursement program.
6100-295-0001
(May Revision)
15 [Proposition 47 The January Proposal and the May Revision propose to increase funds |Approve as proposed.

6100-601-3286
6100-695-3286
5228-612-0001

6100-501-3286

(January Budget and May
Revision)

from the Safe Neighborhoods and Schools Act for the Learning
Communities for School Success program by $1.4 million base don
updated available funding estimates. This program provides grants to
LEAs for improving outcomes for public school students by reducing
truancy and supporting students who are at risk of dropping out of
school or are victims of crime.

This includes an adjustment to the state operations portion of the grant
program for CDE workload of $33,000.

May 17, 2017
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16

After School Education and
Safety Program.

6100-649-0001

(May Revision / Legislative
Proposal)

The After School Education and Safety (ASES) Program is the result of
the 2002 voter-approved initiative, Proposition 49. The ASES Program
funds the establishment of local after school education and enrichment
programs. These programs are created through partnerships between
schools and the local community to provide resources to support
literacy, academic enrichment and activities for students in kindergarten
through ninth grade.

As outlined in Proposition 49, the ASES program has a guaranteed
funding level of $550 million annually. The ASES program has not
received a COLA or other funding increase since the program was
established, however, the ASES program also did not share in cuts made
to K-12 education programs during years of recession.

Approve placeholder trailer
bill language that would
apply a COLA to the ASES
program. In addition, the
language shall specify that
any reductions due to
negative COLAs will not
reduce the ASES program
below the $550 million
constitutional limit. The
COLA amount in 2017-18
is $8.6 million. In addition,
provide $25 million in
ongoing funding for ASES.

TBL

May 17, 2017
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17

K-12 High Speed Network
Operating Reserve

6100-182-0001

(January Budget and May
Revision)

The May Revision proposes that this item be decreased by $8 million
Proposition 98 General Fund (previously included in the January
proposal) to reflect savings achieved by authorizing the K-12 High-
Speed Network to expend available network connectivity infrastructure
grant funding for operational support.

It is also requested that provisional language be amended and added to
reflect revised operational expenditure authority for the K-12 High-
Speed Network. Specifically, the K-12 High Speed Network would be
authorized to expend $11.9 million from E-rate and California
Teleconnect Fund moneys, $8 million from available network
connectivity infrastructure grant funding, and $2.5 million from
available operational reserve funding. Additional language is also
proposed to clarify that the specified spending authority does not apply
to ongoing network connectivity infrastructure grant expenditures
applicable to funding provided by Item 6110 182 0001, Budget Act of
2014 and Item 6100-182-0001, Budget Act of 2015, as well as
professional development and technical assistance expenditures
applicable to funding provided by Section 58 of Chapter 104, Statutes of
2014.

Approve as proposed.

BBL

18

Career Technical Incentive
Grant Funding Source

6100-602-0001 / 6100-488
6100-605-0001 / 6100-485

(January budget and May
Revision)

The January Proposal and the May Revision propose to fund the Career
Technical Incentive Grant Program with a variety of sources in 2017-18.
These are technical adjustments, the total program funding amount of
$200 million as agreed to in the 2015-16 budget act is unchanged.
Specifically, the Administration proposes to use $126.3 million in
directly re-appropriated Proposition 98 resources, $70.4 million in
Proposition 98 reversion account, and $3.3 million in Proposition 98
settle-up payments counting toward the 2009-10 guarantee for a total of
$200 million. This is a change from the January proposal which had
included additional settle-up payments for this program.

Approve trailer bill
language to be refined as
necessary.

BBL/TBL

Conform to final Proposition
98 package.

May 17, 2017
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19 |Project Advancing Wellness The Administration proposes to increase Schedule (1) of this item by Approve as proposed. BBL Technical adjustment to
and Resilience in Education $660,000 Federal Trust Fund to reflect the availability of one-time expend available carryover
(AWARE) carryover funds. Project AWARE is a five-year grant program that funds.
provides funding for the CDE and local educational agencies to increase
6100-104-0890 awareness of mental health issues among school-aged youth, provide
Mental Health First Aid training to teachers and other school personnel,
(Spring Finance Letter) and ensure students with signs of mental illness are referred to

appropriate services.

20 |Public Charter Schools Grant |The Administration proposes to add this item and provide $40,964,000 |Approve as proposed. BBL Technical adjustment to
Program federal Title V, Part B funds, be provided to reflect $15 million in one- align with the federal grant
time carryover funds and a $25,964,000 increase to the federal grant award and expend available
6100-112-0890 award. This reflects the state's receipt of a three-year renewal of the carryover funds.
federal public charter schools grant program. Funds are used to provide
(Spring Finance Letter) startup and initial operating capital for new charter schools as well as

grants to charter schools to disseminate best practices.

May 17, 2017
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21

Migrant Education / English
Language Acquisition Program

6100-125-0890

(Spring Finance Letter)

The Administration proposes to increase Schedule (1) of this item by
$418,000 federal Title I, Part C funds, to reflect $10.6 million in one-
time carryover funds and a $10,182,000 decrease to the federal grant
award.

It is also proposed that Schedule (2) of this item be decreased by
$345,000 federal Title I, Part C funds, to reflect $1.8 million in one-time
carryover funds and a $2,145,000 decrease to the federal grant award for
state-administered Migrant Education program.

It is also proposed that Schedule (3) of this item be increased by
$20,537,000 federal Title I11 funds to reflect $2 million in one-time
carryover funds and an $18,537,000 increase to the federal grant award.
This program provides services to help students attain English
proficiency and meet grade level academic standards.

It is also proposed that Provision 2 of this item be deleted and that the
$1 million in one-time carryover funds identified in this provision be
redirected to Schedule (3) to support the existing program. The
Governor’s Budget proposed that $1 million federal Title III funds be
allocated to county offices of education regional leads to review Title 111
plans and to provide technical assistance. However, the need to review
Title 111 plans has been delayed based on new federal guidance.

Approve with modification
to reduce the amount of
one-time carryover funds
provided in schedule (3) by
$437,000.

BBL

Technical adjustment to
align with the federal grant
award and expend available
carryover funds.

Conforms to action on Issue
73.

May 17, 2017
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22 |Elementary and Secondary The Administration proposes that Schedule (3) of this item be decreased |Approve as proposed. BBL Technical adjustment to
Education Act Program, School |by $59,056,000 federal Title I funds to reflect the elimination of funding align with the federal grant
Improvement Act Program and [for the School Improvement Grant Program. The SDE used funds from award and expend available
Title | State Grant this program to award school improvement grants to LEAs with the carryover funds.
persistently lowest-achieving Title I schools to implement evidence-
6100-134-0890 based strategies for improving student achievement.
(Spring Finance Letter) It is also requested that Schedule (4) of this item be increased by
$66,937,000 federal Title | funds to reflect $31,727,000 in one-time
carryover funds and a $35,210,000 increase to the federal grant award.
LEAs use these funds to support services that assist low-achieving
students enrolled in the highest poverty schools
23 [McKinney-Vento Homeless The Administration proposes that Schedule (1) of this item be increased |Approve as proposed. BBL Technical adjustment to
Children Education Program  |by $1,974,000 federal Title VII, Part B funds, to reflect $312,000 in one- align with the federal grant
time carryover funds and a $1,662,000 increase to the federal grant award.
6100-136-0890 award. This program provides a liaison to ensure homeless students
have access to education, support services, and transportation.
(Spring Finance Letter)
24 |Rural and Low-Income Schools [The Administration proposes that Schedule (1) of this item be increased |Approve as proposed. Technical adjustment to
Program by $2,076,000 federal Title VI funds to align to the federal grant award. align with the federal grant
This program provides financial assistance to rural districts to help them award.
6100-137-0890 meet federal accountability requirements and to conduct activities of the
federal Elementary and Secondary Education Act program.
(Spring Finance Letter)
25 |Adult Education Program The Administration proposes that that Schedule (1) of this item be Approve as proposed. BBL Technical adjustment to

6100-156-0890

(Spring Finance Letter)

increased by $7,356,000 federal Title Il funds to reflect $6.5 million in
one-time carryover funds and an $856,000 increase to the federal grant
award. The Adult Education Program supports the Adult Basic
Education, English as a Second Language, and Adult Secondary
Education programs.

align with the federal grant
award and expend available
carryover funds.

May 17, ZUL/
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26

Special Education
6100-161-0890

(Spring Finance Letter)

The Administration proposes that Schedule (1) of this item be decreased
by $609,000 federal Individuals with Disabilities Education Act (IDEA)
funds to reflect a $13,000 decrease to the federal grant award and a
$596,000 decrease in the availability of local assistance grants as a
result of an ongoing increase in administrative costs.

It is further requested that Schedule (3) of this item be increased by
$4,030,000 federal IDEA funds to align to the federal grant award. This
program provides special education and related services for children
aged three, four, and five, who are not in kindergarten.

It is also requested that Schedule (4) of this item be increased by
$476,000 federal IDEA funds to reflect the availability of one-time
funds. This program, also known as Project Read, funds efforts to
increase reading and English Learning Arts outcomes for students with
disabilities at a selected group of low-performing California middle
schools

It is also requested that Schedule (6) of this item be increased by
$100,000 federal Public Health Services Act funds to reflect the
availability of one-time carryover funds. The SDE uses these funds to
provide outreach to families of newborns with hearing disabilities.

Approve as proposed.

BBL

Technical adjustment to
align with the federal grant
award and expend available
carryover funds.

27

Vocational Education Program
6100-166-0890

(Spring Finance Letter)

The Administration proposes that this item be increased by $13,318,000
federal Title I funds to reflect $12,059,000 in one-time carryover funds
and a $1,259,000 increase to the federal grant award. The Vocational
Education Program develops the academic, vocational, and technical
skill of students in high school, community colleges, and regional
occupational centers and programs.

Approve as proposed.

BBL

Technical adjustment to
align with the federal grant
award and expend available
carryover funds.

May 17, 2017
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28 [Mathematics and Science The Administration proposes that this item be added and that Approve as proposed. BBL Technical adjustment to
Partnership Program $2,703,000 federal Title 11 funds be provided to reflect the availability expend available carryover
of one-time carryover funds. The Mathematics and Science Partnership funds.
6100-193-0890 Program provides competitive grants to three-year partnerships of low
performing K-12 schools and institutions of higher education to provide
(Spring Finance Letter) staff development and curriculum support to mathematics and science
teachers. While the federal Every Student Succeeds Act of 2015
eliminated this program, these carryover funds are available through
2017-18.
29 |Improving Teacher Quality The Administration proposes that Schedule (1) of this item be increased |Approve as proposed. BBL Technical adjustment to

6100-195-0890

(Spring Finance Letter)

time carryover funds and an $8,727,000 increase to the available federal
grant award. The federal Improving Teacher Quality Local Grant
Program provides funds to local educational agencies on a formula basis
for professional development activities focused on preparing, training,
and recruiting high quality teachers, principals, or other school leaders.

It is also requested that Schedule (3) of this item be increased by
$75,000 federal Title 11 funds to reflect one-time carryover funds for the
Improving Teacher Quality State Level Activity Grants.

It is further requested that Schedule (4) of this item be added and that
$1,541,000 federal Title Il Higher Education Grant funds be provided to
reflect one-time carryover funds for existing grantees. This program
provides grants to partnerships of local educational agencies and
institutions of higher education for teacher professional development in
core academic subjects. While the federal Every Student Succeeds Act
of 2015 eliminated funding for this program beginning in 2017-18, the
state has carryover funds available to augment existing grants for one
additional year.

by $9,882,000 federal Title 11, Part A funds, to reflect $1,155,000 in one-

align with the federal grant
award and expend available
carryover funds.

May 17, 2017
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30 [Federal 21st Century The Administration proposes that this item be increased by $5 million  [Approve as proposed. BBL Technical adjustment to
Community Learning Centers |federal Title IV, Part B funds, to reflect one-time carryover funds. This expend available carryover
program establishes or expands before and after school programs that funds.
6100-197-0890 provide disadvantaged kindergarten through twelfth-grade students with
academic enrichment opportunities and supportive services to help the
(Spring Finance Letter) students meet state and local standards in core content areas.
31 [Advanced Placement Fee The Administration proposes that Schedule (1) of this item be decreased |Approve as proposed. Technical adjustment to
Waiver Program by $2,612,000 federal Title I, Part G funds, to align to the federal grant align with the federal grant
award. The AP Fee Waiver program reimburses school districts for award.
6100-240-0890 specified costs of AP and International Baccalaureate test fees paid on
behalf of eligible students. These programs allow students to pursue
(Spring Finance Letter) college-level course work while still in secondary school.
32 [Uniform Complaint Procedures [Based on the subcommittee hearing of the UCP audit, staff recommends |Approve SRL language as |[SRL

(Legislative Proposal)

adopting supplemental reporting language (SRL) as follows:

"The Superintendent of Public Instruction shall report to the Legislature
no later than November 30, 2017 with recommendations for any
legislative changes to the Uniform Complaint Procedures (UCP) process
on timeframes for completion of investigations and reviews of appeals.
The required report shall also include an update on the Department of
Education’s efforts to centralize tracking of UCP complaints and
appeals and to streamline UCP processes across divisions."

proposed.

May 17, 2017
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33 |Tobacco Use Prevention and The May Revision proposes that Schedule (1) of this item be increased |Approve as proposed, TBL
Control Program by $471,000 Tobacco Prevention and Control Programs Account, adopt placeholder trailer
California Healthcare, Research and Prevention Tobacco Tax Act of bill language to provide
6100-101-3309 2016 Fund (Proposition 56) to reflect revised revenue estimates. These |funding to supplement the
funds are used for school programs that prevent and reduce the use of  |existing Tobacco Use
(January Proposal and May tobacco and nicotine products by young people as specified by Prevention Education
Revision) Proposition 56. This adjustment brings the total to $30.4 million. program.
34 |Tobacco Use Prevention The May Revision proposes that Schedule (1) of this item be decreased |Approve as proposed.

Education Program
6100-102-0231

(May Revision)

by $30,000 to reflect decreased revenue estimates for the Health
Education Account, Cigarette and Tobacco Products Surtax Fund
(Proposition 99). These funds are used for health education efforts
aimed at preventing and reducing tobacco use. Activities may include
tobacco-specific student instruction, reinforcement activities, special
events, and cessation programs for students.

May 17, 2017
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35 |Proposition 98 Increase the 6100-488 item by $20 million to reflect available unspent  |Approve as proposed BBL
Reappropriations Proposition 98 funds allocated in the 2016-17 budget intended to
supplement the federal Public Charter Schools Grant Program to the
6110-488 extent no additional federal funding was available. The state received a

new federal grant award and this funding was not utilized.

36 [Career Technical Education Staff recommends adding Budget Bill Item 6100-170-0001 and Approve as proposed. BBL |Staff notes that this action
Pathways Program $15,360,000 for the California Department of Education to continue conforms to actions taken in
administration of the K-12 portion of the Career Technical Education the CCC budget.
6100-170-0001 Pathways Program.
May 17, 2017
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Issue 3: State Operations

37 |Professional Development Approve as proposed BBL
Video Series The Administration requests that Schedule (1) of this item be increased
by $1,246,000 federal Title I11 funds to reflect the availability of one-
6100-001-0890 time carryover funds for the development of a professional development
video series and to update an English learner guidance publication.
(Spring Finance Letter) Funding for this purpose was included in the 2016 Budget Act, however

the project was delayed to include the new History Social Science and
the Science and Math Frameworks.

38 |Improving Teacher Quality L i . . Approve as proposed BBL
The Administration requests that Schedule (1) of this item be increased

by $447,000 federal Title Il Improving Teacher Quality Higher
Education Grant funds to reflect the availability of one-time carryover
funds to support the final year of existing grants for partnerships of
Local Education Agencies and institutions of higher education for
teacher professional development in core academic subject areas.

6100-001-0890

(Spring Finance Letter)

39 |Special Education The May Revision increases Schedule (1) of Item 6100-001-0890 by Approve as Proposed BBL
$806,000 Individuals with Disabilities Education Act funds and
6100-001-0001/ 6100-001-0890 |decreases Schedule (1) of Item 6100-161-0890 by $806,000 Individuals
with Disabilities Education Act funds to support increased costs

(May Revision) associated with special education dispute resolution services, which are
required by both state and federal law. The CDE contracts with the
Office of Administrative Hearings to provide these services, which
include hearings, mediations, and related due process activities. The
number of claims filed and the cost per case have increased over the past
few years. The Governor’s Budget included an ongoing increase of
$2,653,000 Individuals with Disabilities Education Act funds to support
these costs.

May 17, 2017
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40 |Child Nutrition Program The Governor’s budget provides $479,000 in ongoing Federal Nutrition Approve as proposed
Procurement Review State Administration Expense (SAE) funds to comply with federal
procurement regulations and respond to U.S. Department of Agriculture
6100-001-0890 audit findings related to management and oversight of school nutrition
programs.
(January Proposal)
41 [Special Education English The Governor’s budget includes $143,000 in one-time federal Approve as proposed
Learners Individuals with Disabilities Education Act (IDEA) funds to develop an
English learners with disabilities manual and provide technical
6100-001-0890 assistance to local educational agencies in identifying, assessing,
supporting, and reclassifying English learners who may qualify for
(January Proposal) special education services, and pupils with disabilities who may be
classified as English learners, pursuant to AB 2785 (O’Donnell) Chapter
579, Statutes of 2016.
42 |Homeless Youth Liaisons The Governor’s budget allocates $49,000 available from the federal Approve as proposed

6100-001-0890

(January Proposal)

McKinney-Vento Homeless Assistance grant to provide professional
development and training materials to local educational agency liaisons
for homeless children and youth pursuant to SB 1068 (Leyva) Chapter
538, Statutes of 2016. Of the amount provided, $10,000 is available on a
one-time basis for the development of informational and training
materials for homeless youth liaisons.

May 17, 2017
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43 |Instructional Quality The Administration proposes to suspend funding for the IQC in 2017-18 |Provide $245,000 in one- | BBL/TBL
Commission. (a savings of $948,000 General Fund) and adds trailer bill legislation time General Fund
that would delay required workload for the 1QC - related to standards  |resources and provisional
6100-001-0001 and curriculum frameworks and instructional materials adoptions by one [language to ensure that the
year. 1QC complete workload
51226.7, 53310-53313, 60605.4, related to adoption of
60605.5, 60605.13, history social science
instructional materials and
(January Proposal and May completion of the health
Revision) curriculum framework.
Adopted trailer bill to be
refined as necessary as
proposed by the
Administration.
May 17, 2017
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Issue 4: Capital Outlay

44

Fremont School for the Deaf:
Middle School Activity Center

6100-492

(Spring Finance Letter)

The Administration requests that this item be added to reappropriate the
balance of funds provided in the 2016-17 budget act to construct a new
building for the middle school activity center at the California School
for the Deaf in Fremont. The 2016-17 budget provided $1.749 million in
non-Proposition 98 General Fund for this purpose, however the project
was delayed due to design and contracting delays.

Approve as proposed.

BBL

May 17, 2017
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Issue 4: Trailer Bill Language
45 [(Emergency Repair Program The Administration proposes trailer bill language that would direct any |Adopt placeholder trailer TBL |The state fulfilled its
Balances and Clean-up remaining balance in the Emergency Repair Program Account to the bill language to be refined obligation to fund the
Proposition 98 Reversion account. as necessary. Emergency Repair Program
Education Code 17080 and and this language is
17592.71 technical, providing for
closeout of the associated
(January Proposal and May fund.
Revision)
46 [Special Education The May Revision includes trailer bill language to provide a Proposition |Approve trailer bill TBL
Redevelopment Agency 98 General Fund backfill for special education programs if language to be refined as
Revenue Backfill redevelopment agency revenues distributed to local educational agencies|necessary.
for special education are less than estimated in the 2017 Budget Act.
Uncodified
(May Revision)
47 |Funding Out of Home Care for |The May Revision requests trailer bill language to be adopted to reflect |[Approve trailer bill TBL

Special Education

Education Code Section
56836.165

(May Revision)

anticipated changes in funding for the Out-of-Home Care program for
foster students with exceptional needs receiving special education
services, pursuant to Chapter 773, Statutes of 2015.

language to be refined as
necessary.

May 17, 2017
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48

Southern California Regional
Occupational Center
(SoCalROC) Transition
Funding

(May Revision)

The Southern California Regional Occupational Center (SoCalROC) is a
joint powers agency that provides career technical education. The
Administration proposes trailer bill legislation to appropriate $4 million
Proposition 98 General Fund in 2017-18 to the SoCal ROC for
instructional and operational costs. This allocation, the first of four over
the next four years, is intended to help SoCal ROC transition to a fully
fee supported funding model as the LCFF reaches full implementation.

Approve as proposed with
placeholder trailer bill
language, to be refined as
necessary, to require
SoCalROC to develop a
plan that includes the
following: 1) Information
on how SoCalROC will
become a regional CTE
provider for high school
students, including serving
students in multiple
districts; 2) A permanent
cost structure in order for
SoCalROC to operate for
multiple years; 3) An
annual budget; and 3) The
reporting of data regarding
the number of students
served.

TBL

49

LCFF Related Clean-Up

Education Code 2558.2, 2572,
33676, 47662

(January Proposal)

The Administration proposes trailer bill language for technical revenue
limit and property tax reference clean-up.

Approve trailer bill
language to be refined as
necessary.

TBL

May 17, 2017
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50

Facilities Program Audit
Language

Education Code 41024

The Administration proposed the following two fold approach to ensure
the appropriate use of all School Facilities Program bond funds and
effective program accountability and oversight:

(1) Designing grant agreements that define basic terms, conditions, and
accountability measures for participants that request funding through the
School Facilities Program. The Office of Public School Construction
has been collecting stakeholder feedback to inform the development of
the final grant agreements, and the Administration anticipates that the
State Allocation Board will take action on a final grant agreement at its
next meeting.

(2) Enacting trailer bill language that requires facility bond expenditures
to be included in the annual K 12 Audit Guide, where independent
auditors verify that local educational agencies participating in the
School Facilities Program have appropriately expended state resources.
The local audit requirement would apply to all completed School
Facilities program projects and projects savings applicable to other high
priority capital outlay projects.

Approve audit trailer bill
language to be refined as
necessary.

TBL

51

Deferred Maintenance
Education Code 17224

(January Proposal)

The Administration proposes trailer bill language to clarify that any
unencumbered funds in the State School Deferred Maintenance Fund
after July 1, 2014 be transferred to the State School Site Utilization
Fund.

Approve trailer bill
language to be refined as
necessary.

TBL

52

SBE Testing waiver
Education Code 33050

(January Proposal)

The Administration proposes trailer bill language to clarify code
references in relation to assessment waivers.

Approve trailer bill
language to be refined as
necessary.

TBL

May 17, 2017
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53 |Suspend K-12/CCC P98 Split  |The Administration proposes trailer bill language to suspend the split  |Approve trailer bill TBL

between K-12 and Community Colleges for purposes of Proposition 98 [language to be refined as
Education Code 41203.1 expenditures. necessary.
54 |CCEE - Charter Schools Current law states that the SPI, with after consultation with the Approve trailer bill TBL
chartering authority and the approval of the SBE, may assign a charter |language to be refined as
Education Code 47607.3 school for assistance from the CCEE. The Administration proposesto  |necessary.
instead allow a chartering authority to request, after consultation with
(January Proposal) the SPI and the approval of the SBE, that the CCEE provide advice and
assistance a charter school. This change in assignment of the CCEE’s
services aligns with the structure for school districts and county offices
of education to access technical assistance from the CCEE.

55 |California Assessment of The Administration proposes trailer bill legislation to specify that Approve placeholder trailer] TBL
Student Progress and contractors for the CAASPP are paid or can recover payments by test  [bill language to be refined
Performance administration rather than by fiscal year. These changes will align with |as necessary.

current practice and allow CDE to be more targeted in its payment to
(May Revision) and fund recovery from CAASPP contractors
56 |Child Nutrition Advisory The Administration proposes trailer bill legislation that would require  |Approve placeholder trailer| TBL
Council the Superintendent of Public Instruction to make the member bill language to be refined
appointments to the Child Nutrition Advisory Council rather than the as necessary.
(May Revision) SBE as currently required.
57 |Charter In-Lieu Taxes The Administration proposes trailer bill language to clarify the Approve trailer bill TBL

Education Code 47635

(January Proposal)

calculation on in-lieu property taxes provided to charter schools.

language to be refined as
necessary.

May 17, 2017
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58 [SELPA Re-Org The Administration proposes trailer bill language to ensure that if Approve trailer bill TBL
Education Code 56836.29 Special Education Local Plan Areas (SELPAS) reorganize, the CDE is  [language to be refined as
required to adjust rates so that overall SELPA funding neither increases |necessary.
(January Proposal) or decreases.
59 [Instructional Materials Fee The Governor also proposes trailer bill language that would allow the  |Approve trailer bill TBL
CDE to charge publishers a fee for participation in the instructional language to be refined as
Education Code 60209-60213 materials adoption process. This practice has been in place since the necessary.
recession for the adoption of instructional materials for specific subject
(January Proposal) area adoptions and the new language would allow CDE to continue a fee-
based process for any instructional materials adoption. The Governor
also proposes other minor technical trailer bill language related to
assessments.
60 [Local Control and The Administration proposes trailer bill legislation to allow the SBE to |Adopt amended trailer bill TBL
Accountability Plan Template |adopt revisions to the Local Control and Accountability Plan (LCAP) language to be refined as
template under Bagley Keene Open Meeting Act requirements, rather  [necessary to extend the
(January Proposal and May than the Administrative Procedures Act. Current law allows this exemption from the
Revision) exemption through January 31, 2018. Administrative Procedures
Act for the adoption of the
LCAP through December
31, 2018.
61 |[Career Technical Education - K{The Administration proposes trailer bill legislation to allow $500 Approve placeholder trailer[TBL This language clarifies that

12 School Facilities Program

(May Revision)

million in state General Obligation bond funding for the Career
Technical Education Program (CTE) to align with the language
approved by voters in Proposition 51 Kindergarten through Community
College Public Education Facilities Bond Act of 2016. Prior to the
passage of Proposition 51, the State Allocation Board, governing body
of the School Facilities Program, took action to suspend funding for
CTE projects and to prioritize remaining program funding for new
construction and modernization projects.

bill language to be refined
as necessary.

funding from the new bond
may be used for CTE
facilities pursuant to the
existing program.

WVidy 17, ZULY
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62 [Districts of Choice The District of Choice program was put into place in 1993 to provide  [Approve trailer bill TBL

parents more choice in selecting the best schools to meet their children’s language to be refined as
Education Code Section 48315  |needs and encouraging schools to be more responsive to community necessary that would
needs. Although originally designed as a five-year pilot program, the extend the sunset date of
state has reauthorized the district of choice program multiple times and |this program until July 1,
it is now scheduled to sunset July 1, 2017. 2022.

May 17, 2017
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Item Subject Description Staff Recommendation [ Language Comments
Vote Only
63 |Reappropriation for Attorney The May Revision includes the reappropriation of $4.5 million from the |Approve as proposed. BBL |Staff notes that additional
General Services Budget Act of 2016, for use in the 2017-18 fiscal year for the cost of ongoing funds were provided
representation by the Office of the Attorney General in educator beginning in 2015-16 for
6360-490 discipline cases. increased workload at the
Attorney General's Office to
(May Revision) address a backlog in teacher
misconduct caseload. In 2015
16 and 2016-17, not all of the
funds were used, as the AG's
office has not fully
implemented their plan for
increased staffing levels in
the current year.
May 17, 2017 Senate Subcommittee #1 on Education
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Issue 2: K-12 Local Assistance

64

Schoolbus Driver Training

Program

6100-001-0903

(May Revision)

The May Revision proposes that Schedule (2) be added to this item in the
amount of $175,000 reimbursements to support the Schoolbus Driver
Instructor Training program. It is also requested that provisional language be
added to reflect the availability of $170,000 Special Deposit Fund to support
program operations and to specify total program funding of $1,389,000.

This program trains and certifies instructors responsible for training drivers
of school buses, school pupil activity buses, transit buses, and farm labor
vehicles. The Administration further proposes trailer bill language that
would clarify that CDE may charge all participants fees to offset costs for
administering the program.

Approve as proposed with
implementing placeholder trailer bill
language to be refined as necessary.

BBL/TBL

65

State Special Schools - Ed

Tech Voucher

6100-006-0001/
Reimbursements

(May Revision)

The May Revision proposes that Schedule (5) of this item be increased by $1
million reimbursements, Schedule (6) of this item be increased by $1.2
million reimbursements, Schedule (7) of this be item increased by $1.3
million reimbursements, and Schedule (8) of this item be increased by $1.2
million reimbursements. These adjustments reflect a one-time increase in
reimbursements for the three state special schools and the Diagnostic
Centers to purchase technology through the Education Technology K-12 (Ed
Tech) Voucher Program. The Ed Tech Voucher Program is a grant program
established with funds from a settlement agreement between California
consumers and the Microsoft Corporation. Through this agreement, K-12
schools were awarded grants to purchase specified information technology
products and services. After the first of five grant distribution periods, a
balance of $4.7 million was available for reallocation. The CDE, with
approval from the Microsoft Corporation, has proposed awarding the
remaining balance to the state special schools and diagnostic centers. The
state special schools and Diagnostic Center serve students with low
incidence disabilities requiring high-cost adaptive equipment and
technology.

Approve as proposed with
implementing placeholder trailer bill
language to be refined as necessary.

BBL

May 17, 2017
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66 |School Improvement Grant |The May Revision proposes that provisional language for schedules (1) and |Approve with amended language BBL
(2) of this item be amended to allow funds that were previously used for the |that the CDE is required to submit
6100-134-0890 School Improvement Grant program to be available for activities that an expenditure plan to the Joint
support the Every Student Succeeds Act State Plan. Legislative Budget Committee
(May Revision) detailing the use of federal funds
pursuant to the Every Student
Succeeds Act State Plan.
67 |Student Assessment Program |The May Revision proposes that Schedule (2) of Item 6100-113-0890 be Approve proposed amendmentsto  |BBL Staff notes that
decreased by $59,000 federal Title VI funds to reflect a $2,844,000 decrease |schedule (2) of Item 6100-113-0001 several professional
6100-113-0001/ 6100-113-0890 |in the federal grant award and an increase of $2,785,000 in one-time and 6100-113-0890. development
carryover funds. It is also requested that Schedule (2) of Item 6100-113- initiatives are
(May Revision) 0001 be increased by $59,000 Proposition 98 General Fund to reflect a Reject adjustment to schedule (3) of currently underway
corresponding adjustment due to the federal funds decrease. Federal funds  |ltem 6100-113-0001 to designate for NGSS, including
for state assessments are provided for costs associated with the $502,000 for the California funding through the
administration of statewide testing. Assessment of Student Performance Exploratorium.
and Progress (CAASPP) Science
It is also requested that $502,000 Proposition 98 General Fund in Schedule [Academy.
(3) of Item 6100 113-0001 be specified to support professional development
for instructional leaders on California Next-Generation Science Standards
(NGSS) through the California Assessment of Student Performance and
Progress (CAASPP) Science Academy.
May 17, 2017 Senate Subcommittee #1 on Education 29
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68 |Assessment Resources AB 484 (Bonilla, Chapter 289, Statutes of 2013) established the California [Adopt BBL to provide $502,000 in [BBL Staff notes that in
Assessment of Student Performance and Progress (CASSP), state’s new schedule (3) of Item 6100-113-0001 addition to the state's
6100-113-0001 assessment system, to replaced the prior assessment system—the to establish a process for identifying summative

Standardized Testing and Reporting program. AB 484 also required the and evaluating locally developed assessments, LEAS
Superintendent to provide recommendations on the expansion of the assessments and tools to support benefit from having
assessment system. These recommendations were released in March 2016, |implementation of the Next access to vetted, state-
and included the following: Generation Science Standards, supported, resources
1) Provide state-supported formative assessment resources that are aligned |Career Technical Education and the that supplement the
with the California Next Generation Science Standards in the Digital English language development statewide assessment
Library. standards, as specified. system.
2) Vet state-supported resources and tools that support implementation of a
comprehensive assessment system and provide those resources for local use.
3) Provide regional assessment support to schools and districts on the
implementation of the comprehensive assessment tools and resources.

May 17, 2017 Senate Subcommittee #1 on Education 30




CALIFORNIA DEPARTMENT OF EDUCATION

DISCUSSION/ VOTE

Item Subject Description Staff Recommendation Language Comments
69 |[California Regional The California Department of Education formed the statewide California Allocate $4 million in one-time BBL/TBL
Environmental Education Regional Environmental Education Community (CREEC) Network in the Proposition 98 funding for the
Community Network late 1990s to increase resource sharing among education providers at the existing CREEC Network to provide
state, regional, county, and local levels. The Education and the Environment |technical assistance and disseminate
6100-488/602 Initiative (EEI) was established in the early 2000s, which a number of information to local education
things, including the creation of California’s Environmental Principles and [agencies on how to integrate high-
Concepts (EP&Cs) to complement existing standards and the creation of an [quality environmental literacy in
environment-based model curriculum driven by the state’s science and curriculum, including, but not
history-social science standards. The EP&Cs are required to be included in |limited to, Next Generation Science
textbook adoption criteria for science and history-social sciences, Standards, history-social science
mathematics, and English language-arts. The State Board of Education standards, and career technical
unanimously approved the model curriculum in 2010, which included the education.
EP&Cs. The Office of Education and the Environment, in coordination with
CREEC Network, began working with K-12 educators to implement the
curriculum on a voluntary basis.
The CREEC Network is a communication network supporting environmental
literacy by providing teachers with access to high-quality environmental
education resources. The CREEC Network is administered by the
department in partnership with the San Luis Obispo County Office of
Education and the California Department of Water Resources. Along with
statewide sponsors and partners, each CREEC region is supported by a
regional coordinator who provides professional development and resources
to educators as well as foster communication among schools and
organizations interested in supporting environmental literacy of California’s
teachers and students.
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70

History Social Science and
Health Frameworks
Professional Development and

Resources

6100-488 / 602

The State Board of Education adopted the history social science curriculum
framework in July 2016, with an adoption of the aligned instructional
materials list anticipated in November of 2017. Pursuant to legislation, the
history social science curriculum includes several new sections and areas of
increased focus, including but not limited to the Armenian genocide, labor
movements, contributions of lesbian, gay, bisexual, and transgender (LGBT)
Americans, and civics learning content. In addition, the new frameworks
reflect changing instructional practices with an increased emphasis on
inquiry-based learning and literacy. The Health frameworks are scheduled
for revision in 2019 and will include several new components, including a
focus on sexual harassment and violence.

Provide $16 million in one-time
Proposition 98 funds and adopt
placeholder trailer bill language to
specify that funds are available over
three years to support the History
Social Science curriculum
framework and the upcoming Health
curriculum framework. Activities
may include regional trainings and
professional development available
for teachers, administrators and
paraprofessionals and the
development of an online repository
of resources available to support
instruction. Activities and resources
shall focus on new components of
the frameworks, including the
Armenian Genocide, labor, LGBT,
and civic education components of
the History Social Science
framework and the sexual
harassment and violence prevention
component of the Health framework.

BBL/TBL

May 17, 2017
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State Operations
71 |Federal Title 1l State The May Revision amends Provision 11 of this item to require the State Approve with an amendment to BBL
Administration Department of Education (SDE) to receive Department of Finance approval |provisional language to also require
prior to expending federal Title 11 state administration funds, and to require |the plan to be submitted to the Joint
6100-001-0890 CDE to submit a plan to Finance illustrating how the funds will support the |Legislative Budget Committee.
priorities identified in the Every Student Succeeds Act State Plan adopted by
(May Revision) the State Board of Education.
72 |Title XI Training Title IX states no person in the United States shall, on the basis of sex, be  [Allocate $275,000 one-time GF to BBL
excluded from participation in, be denied the benefits of, or be subjected to |the State Department of Education
6100-001-0890 discrimination under any educational program of activity receiving Federal |to develop guidance on helping local
financial assistance. education agencies comply with
State law requires each educational institution in California (K-12 and state and federal law provisions to
postsecondary education) to have a written policy on sexual harassment, as |prevent and address sexual
specified. harassment and violence.
73 |English Learner English Learner reclassification is currently guided by state and federal law, |Provide $437,000 in Title I11 federal BBL
Reclassification but subject to significant discretion at the local level, as a result LEAs have |state operations funding for
differing policies for reclassifying, tracking, and supporting English learners.|workload related to English Learner
6100-001-0001 In addition, the state is transitioning to a new assessment of English reclassification to be programmed
language proficiency, the English Language Proficiency Assessment for pursuant to legislation enacted in the
California (ELPAC) which will be a tool in determining whether a student is [2017-18 legislative session.
ready for reclassification. Likewise, the California School Dashboard
requires an English learner academic indicator, including reclassification
info, to measure how English learner pupils are performing academically.
Staff recommends providing $437,000 in Title 111 funding for supporting
standardizing statewide processes and requirements for reclassifying English
learners, including support of the ELPAC, pursuant to legislation enacted in
the 2017-18 legislative session.
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Trailer Bill Language

74 |English Learners with AB 2785 (O’Donnell) Chapter 579, Statutes of 2016 required the CDE to Approve placeholder trailer bill TBL Staff notes that work
Exceptional Needs Manual develop an English learners with disabilities manual and provide technical |language to be refined as necessary. is underway on the

assistance to local educational agencies in identifying, assessing, supporting, specified manual. The
and reclassifying English learners who may qualify for special education requested deadline
services, and pupils with disabilities who may be classified as English extension would allow
learners. The Department of Education requests trailer bill language to the CDE adequate
extend the due date of the English Learners with exceptional needs guidance time to complete the
manual for local educational agencies by 6 months from July 1, 2018 to manual.

December 31, 2018. The CDE also requests additional clarifying language
and technical changes to specify the type of guidance required in the manual.

75 |Middle and Early College The Administration proposes trailer bill legislation authorizing early and Approve placeholder trailer bill TBL
High School Instructional middle college high schools to average their 180-minute minimum daily language to be refined as necessary.
Minutes Averaging minute requirement over a five-or ten-day period. This language provides
early and middle college high schools with the same authority already
(May Revision) provided to the governing boards of school districts maintaining a junior

high school or a high school.
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76 |Charter School Facilities The Administration proposes trailer bill legislation to increase eligible grant [Approve with placeholder trailer bill TBL  [Staff notes that this
Incentive Grant Program awards for charter schools participating in the Charter School Facilities language modified to not provide proposal would create
Incentive Grant program. The current program allows charter schools to COLA to rates in future years cost pressure to
(May Revision) receive a maximum of $750 per unit of average daily attendance, or up to 75 increase funding for
percent of the annual facilities rent and lease costs for the charter school. the program which
These changes will increase the eligible amount to $1,236 per unit of should be considered
average daily attendance in 2017-18 (adjusted by cost-of-living annually in context of
thereafter) or 75 percent of the annual facilities rent and lease cost for the estimated future
charter school, whichever is less. Proposition 98
funding levels and in
relation to other
priorities for
additional funding.
77 |California Collaborative for |The Administration proposes trailer bill legislation to streamline the fiscal |Approve placeholder trailer bill TBL
Educational Excellence agent selection process by allowing the CCEE to select its fiscal agent. The |language to be refined as necessary.
CDE and SBE currently have this authority, and both have membership on
(May Revision) the CCEE board.
78 |Local Control and The Administration proposes trailer bill legislation to appropriate $350,000 |Approve placeholder trailer bill TBL

Accountability Plan -
Electronic Template

(May Revision)

Proposition 98 General Fund for support and development of the LCAP
eTemplate system. This adjustment would allow for further improvements to
the eTemplate, and these changes would result in significant efficiencies for
local educational agencies in maintaining accountability plans.

language to be refined as necessary.

May 17, 2017
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Issue 1: Local Assistance
79  |Effective Educators, Principals, [The May Revision provides $11,327,000 in reimbursement authority to Approve as proposed, adopt| BBL/ TBL |Numerous research studies have
and other School Leaders assist local educational agencies with recruitment and retention of effective |placeholder trailer bill demonstrated a statewide teacher
educators and school leaders. With these funds, the CTC, in conjunction language to be refined as shortage with the shortage being
6360-001-0407 with the California Center on Teaching Careers will develop a competitive |necessary that specifies that acute is specific subject areas,
grant program that assists local educational agencies with attracting and $4 million of the total including science, technology,
(May Revision) supporting the preparation and continued learning of teachers, principals, allocation be allocated to engineering and math (STEM).
and other school leaders in high need subjects and schools. The grant establish the California A recent Legislative Analyst
program will be funded with federal Title 1l funds received through an STEM Professional Office (LAO) report indicated
interagency agreement with the CDE. Provisional language would specify | Teaching Pathway at the there are perennial staffing
that funding is contingent upon legislation enacted in 2016-17. Center on Teaching Careers difficulties in specific areas, such
for the purpose of as special education, math, and
recruiting, training, science, for which they
supporting, and retaining encouraged the Legislature to
qualified STEM consider outreach to re-engage
professionals, including former teachers or recruit out-of-
military veterans, as state teachers focused
mathematics and science specifically on recruiting
teachers in California. individuals who are trained to
teach in perennial shortage areas.
80 |Supporting Effective Educators,| The May Revision increases Iltem 6100-001-0890 by $11,273,000 federal Approve as proposed. BBL Conform to Item 78

Principals, and Other School
Leaders

6100-001-0890/ 6100-195-0890

(May Revision)

Title Il funds to support effective educators, principals and other school
leaders. The $11,273,000 increase reflects a redirection of $10,978,000 from
local assistance funding in Item 6100-195-0890 and a $295,000 increase to
align with the federal grant award. It is also requested that Schedule (1) of
Item 6100-195-0890 be decreased by $11,032,000 federal Title 1l funds and
that the funds be redirected to state operations.

May 17, 2017
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80 [Reporting Requirements for the [The May Revision amends provisional language for this item to clarify Approve with language BBL

Office of the Attorney General |reporting requirements on teacher discipline workload at the Office of the  [modified to clarify
Attorney General. Specifically the language specifies that data will be reporting between average

6360-001-0407 reported quarterly from the Office of the Attorney General and include total cost and time to close
status of cases underway and timeliness of work. In addition, the report will |a case versus the total time

(May Revision) include specified details on hours worked, fees charged, litigation costs, and |spent by the Office of the
other operations details in order to determine ongoing costs. Attorney General within a

reporting period.
May 17, 2017 Senate Subcommittee #1 on Education
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Item

Subject
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Comments

Language

Staff
Recommendation

Clean Energy
Job Creation
Fund Revenue
Estimate -
Proposition 39

The Governor's January budget proposes to $52 million to community
college districts for energy efficiency grants. The May Revision
proposes a decrease of $5.77 million to reflect a decrease in estimated
Proposition 39 revenue.

Proposition 39 changed the corporate income tax code to require most
multistate businesses to determine their California taxable income
using a single sales factor method. The increase in the state's corporate
tax revenue resulting from Proposition 39, is allocated half to the
General Fund and half to the Clean Energy Job Creation Fund for five
fiscal years, from 2013-14 through 2017-18. The Clean Energy Job
Creation Fund is available for appropriation by the Legislature for
eligible projects to improve energy efficiency and expand clean energy
generation. SB 73 established that 11 percent of the funds deposited
annually into the Clean Energy Job Creation Fund be allocated to the
California Community College Chancellor’s Office to be made
available to community college districts for energy efficiency and clean
energy projects.

BBL

Approve as
budgeted.

Student
Financial Aid
Administratio
n

The May Revision proposes a decrease of $1.23 million to reflect a
decrease in financial aid administration program, and the Board
Financial Assistance Program. This adjustment reflect revised
estimates of the number of units with fees waived and the dollar
amount of fees waived.

BBL

Approve as
proposed.
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Staff

Item Subject Description Comments Language | Recommendation

3 Enrollment  [The Governor's January budget proposes $79 million for 1.34 percent BBL Approve as

CCC enrollment growth (an additional 15,500 FTE students) for 2017- proposed
18. The Governor’s budget makes an adjustment for districts
experiencing enrollment declines and restorations. Altogether, the
Governor’s budget funds a net increase of one percent (about 11,600
FTE students) compared to the revised 2016-17 level. The May
Revision proposes a decrease of $21.54 million to reflect a new
enrollment growth target of one percent, for a total of $54.79 million.
The May Revision proposes an increase of $28.5 million to reflect
estimated FTEs stability restoration earned back by districts that
declined in enrollment during the previous three fiscal years.
Additionally, May Revision proposes an increase of $23.58 million to
reflect unused prior year enrollment growth funding.

4 Career The Governor proposes to fold funding for CDE’s portion of the SB | The CDE has used these funds for a variety |BBL Reject Governor's
Technical 1070 funds ($15.4 million out of $48 million) into the community of programs to support CTE in the state, proposal, and
Education colleges strong workforce program. Under this program, the efforts including the following over 125 California redirect CDE's
Pathways previously funded through CDE are no longer required to be funded, |Partnership Academies throughout the state, portion of SB 1070
Program however the community colleges must consult with education and providing direct services to high risk students funds ($15.4

community partners, including K-12 education, when planning how to |(approximately 25,000) who have million) to CDE,
expend funds. successfully completed CTE and with the remainder
academically integrated pathways. to stay in the Strong
Workforce
Program.

5 Adult The Governor also proposes technical clean-up language on the use of TBL Approve
Education Adult Education funds. placeholder trailer

bill language.
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Item |  Subject Description Comments Language [ Recommendation

6 Apprenticeshi | The May Revision proposes BBL to extend the encumbrance and BBL and |Approve as
p Initiative expenditure periods for 2017-18 grants awarded through the California TBL proposed.
Awards Apprenticeship Initiative to develop new innovative apprenticeship
Encumbrance |programs until June 30, 2020. The May Revision also proposes TBL to
Period extend the encumbrance and expenditure period for grants awarded in

2015-16 and 2016-17 to June 30, 2018.

7 Full-Time The Governor's January proposal included an increase of $3.314 BBL Approve as
Student million for estimates of eligible Cal Grant B and Cal Grant C proposed.
Success Grant [students in 2017-18. The May Revision proposes an increase of $1.87

million to reflect an increase updated estimate of eligible Cal Grant B
and Cal Grant C students. Additionally, the May Revision proposes to
amend BBL to align the grant amounts with a statewide annual
academic year average of $600 per full-time student.

8 Cost of Living [The Governor also proposes an increase of $94.1 million Proposition BBL Approve as
Adjustment (98 General Fund for a 1.48 percent cost-of-living adjustment. The May proposed, and

Revision proposes an additional increase of $3.45 million to reflect a approve COLA

1.56 percent COLA.

The Governor's budget proposed a COLA for select categorical
programs, specifically for the Extended Opportunity Programs and
Services Program, Student Services for CalWORKSs recipients
Program, Campus Childcare Tax Bailout Program, and the Disabled
Student Programs and Services Program for was $4.226 million. The
May Revision proposes an increase $229,000 increase above the
Governor's January proposal.

other categoricals
Fund for Student
Success and the
Financial Aid
Administration for a
total of $1.21
million.
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Recommendation

Item Subject Description Comments Language

9 Mandate The May Revise proposes a decrease of $115 million to align block BBL Approved as
Block Grant |grant funding with the revised estimate of full-time students. proposed

10 (Equal The May Revision proposes $1.82 million from a special fund to BBL Approve as
Employment |promote equal opportunity in hiring and promotion at community proposed.
Opportunity |college districts.
Program

11  |Excess The Governor also proposes trailer bill language to repeal the According to the Chancellor’s Office, it has |TBL Approve
Revenue Chancellor’s Office authority to allocate excess local revenue. Under |only exercised its existing statutory authority placeholder trailer
Trailer Bill current law, if local property tax or student fee revenues exceed budget |to use excess local revenues for one-time bill language.

estimates, the chancellor may allocate the excess amounts to
community college districts on an FTE basis for one-time purposes.
The Administration proposes to repeal this authority, noting that it is
unnecessary and rarely applied.

purposes once in the last 20 years. This is
because the state regularly adjusts current-
year and prior-year appropriations during the
annual budget process. In years when the
state initially has underestimated local CCC
revenues, it subsequently raises its estimates
based on more current data. When local
revenues come in below budget expectations,
the state provides a General Fund backfill,
state fiscal condition permitting. Because the
state typically makes these adjustments as
part of its regular budget process, repealing
the existing authority that allows CCC to
redirect excess local revenues to its own local
one-time priorities likely would have little to
no practical effect. Nonetheless, it would
align state law more closely with traditional
state practice.
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Item Subject Description Comments Language [ Recommendation

12 |Online The Online Education Initiative includes several projects: acommon  |Because most colleges otherwise would be  |BBL Approve as
Education course management system for colleges, resources to help faculty paying for their own course management budgeted.
Initiative design high-quality courses, online learner readiness modules, tutoring [systems and the new central system is both

and counseling platforms, exam-proctoring solutions, and the CCC
Online Course Exchange.

All colleges use a course management system for both online and in-
person classes. Faculty use the system to post course information (such
as the syllabus), instructional content (such as readings and videos),
assignments, and other material. To facilitate online course sharing
statewide the CCC selected the Canvas course management system in
February 2015. The Chancellor’s Office is requiring colleges that want
to participate in the Online Course Exchange to use Canvas as their
course management system and not maintain their former course
management systems.

The Governor proposes to provide a $10 million ongoing
augmentation to the initiative, bringing the total ongoing annual
funding to $20 million. Specifically, the proposal would provide $8
million for continued support of Canvas at all 113 colleges, and $2
million for online test proctoring and plagiarism detection tools, and
online tutoring and counseling platforms.

less expensive and already state subsidized,
the LAO recommends the Legislature reject
the Governor’s proposal to augment the
Online Education Initiative.
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Item Subject Description Comments Language
13 [Integrated The Administration proposes to provide the CCC Technology Center |The Library council estimates that a system |BBL Approve as
Library $6 million one-time Proposition 98 General Fund to support the wide ILS (including the critical thinking tool) budgeted.
System development of a system wide ILS. The Technology Center also would [would result in about $4.5 million in ongoing
assist colleges with local implementation, which generally involves savings to CCC overall. In addition to lower
“migrating” existing catalogs and databases to the new system, ongoing costs for annual licenses to the ILS,
integrating it with their student information systems (for student the council believes colleges could achieve
authentication) and learning management systems (for seamless access |substantial staff savings, having to devote
through course websites), and training library personnel and others to |fewer library and technology staff to
use its features. maintaining the new system.
14 |Innovation The Governor’s budget includes $20 million one-time Proposition 98 |The LAO recommends the Legislature reject |TBL Reject.
awards General Fund for innovation awards to community colleges. This this proposal. The LAO is concerned there

proposal provides the Chancellor’s Office substantial latitude to set
award criteria and select winners, with no requirement to use the
existing awards committee. Trailer bill language specifies that awards
will be for innovations that improve student success, and that are
sustainable and capable being scaled across the state. Trailer bill also
notes that the innovations should be focused on programs that support
underrepresented students, veterans, adults displaced from the
workforce, or are underemployed, programs for incarcerated and
formerly incarcerated, and programs that incorporate technology. The
Chancellor’s Office has indicated it would prioritize applicants that
focus on addressing statewide needs like improving adult learning and
better serving veterans. The Chancellor’s Office also indicates that, as
in previous rounds, awards would be competitive and undergo a
rigorous selection process.

will be relatively large sums to a small
number of community colleges to implement
local initiatives that would not necessarily
have statewide impact. The proposal does not
provide for dissemination of innovations to
other colleges. This proposal would add yet
another program to the state’s numerous
existing efforts, and further fragments efforts
to improve student outcomes.

Additionally, the Legislature will not receive
a report on the effectiveness of the 2014-15
awards until January 1, 2018, and questions
whether the state should fund additional
rounds of innovation awards if it does not
have outcomes from previous awards.
Moreover, the new proposal is not clear on
expected outcomes or goals.
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Item Subject Description Comments Language | Recommendation

15 |Economic In 1991, the Economic and Workforce Development (EWD) Program TBL Approve
Workforce was established to advance California’s economic growth and global placeholder trailer
Development |competitiveness, and in 2012, California law reauthorized EWD until bill language.
Program January 1, 2018. EWD provides grant funding to help community

colleges become more responsive to the needs of employers,
employees and students. Grantees funded by EWD assist community
colleges in collaborating with other public institutions in an effort to
align resources, foster cooperation across workforce education and
service delivery systems, and build well-articulated career pathways.

The Administration proposes trailer bill to extend the sunset date for
the Economic and Workforce Development Program from January 1,
2018, to January 1, 2023. Additionally, the budget proposes to
continue funding for the program at $23 million Proposition 98
General Fund.
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Item Subject Description Comments Language
16  [Apprenticeshi |The Administration proposes trailer bill language to provide the In November 2016, the California State TBL Approve
p Audit Chancellor’s Office the ability to audit and verify hours for related and [Auditor released a report, Trade placeholder trailer
supplemental instruction reported to each community college district  |Apprenticeship Programs, which found that bill language.

by a participating apprenticeship program sponsor. Additionally, trailer
bill language provides the Chancellor’s Office the authority to provide
guidance regarding procedures for verifying if the hours for related and

supplemental instruction. This trailer bill seeks to address the State

Auditor’s recent recommendations.

the state needs to better oversee
apprenticeship programs. The Chancellor’s
Office does have regulations and accounting
procedures for community college attendance
records, however they argued that they did
not have statutory authority to implement
similar requirements on K-12 LEAs or to
audit their attendance records. As a result, the
State Auditor’s report recommended that in
order to ensure accountability, the Legislature
should amend state law to clarify that the
Chancellor’s Office has the authority to
provide accounting guidance to and conduct
audits of K-12 LEAs’ oversight of
apprenticeship funding training.
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Item Subject Description Comments Language .
Recommendation
17 |State The Governor’s budget includes funding for two additional exempt The attorney position would contract with BBL and |Approve as
Operations vice chancellor positions and $378,000. The Governor proposes to local colleges to provide legal advice in areas [TBL proposed.

make conforming changes to statute to authorize the two additional
Governor’s appointments. The Administration indicates that the
additional positions are to assist the Chancellor’s Office’s efforts to
improve student success, address disparities in outcomes for
disadvantaged groups, and develop the proposed guided pathways
program.

The May Revision proposes to rescind the January proposal, and
instead requests an increase of $618,000 General Fund, and $454,000
in reimbursement authority for 6 positions and funding to support a
vacant Executive Vice Chancellor position that would be reclassified to
a Deputy Chancellor._These positions include four specialist positions,
one Administrator for academic planning and development, and one
attorney. The resources would assist the Chancellor’s Office in
refocusing its efforts away from regulatory oversight and toward
providing colleges with more direct technical assistance to help them
improve student outcomes. The May Revision also proposes
conforming trailer bill language.

such as Title IX compliance and EEO.

The specialist positions would assist colleges
in a variety of research and data analysis, as
well as cross-system analytics and
assessments.

The administrator position would support
colleges development of Guided Pathways
Programs and integrated planning.

The Deputy Chancellor position would focus
on the office's administrative operations and
lead the effort to shift in the office's mission
from regulatory oversight to assisting
colleges in improving student outcomes.
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Description

Comments

Language

Staff
Recommendation

18

Capital Outlay
Projects

The Governor’s budget proposes funding for five of the 29 projects
that were submitted by the Chancellor’s Office. The Governor’s budget
includes $7.4 million in 2017-18, for initial planning costs, with total
state costs for the five projects, including construction, estimated to at
$182 million.

The Administration submitted a spring finance letter, which proposed
an additional four projects at Allan Hancock College fine arts complex,
Long Beach liberal arts campus multi-disciplinary facility replacement,
Santa Monica College math/science addition, and Orange Coast
College language arts/social science building. Total funding for the
planning of these projects is about $4.3 million.

Additionally, the spring finance letter also requests a reappropriation of
$33.14 million General Obligation bond funds for construction of the
Redwoods Community College District utility infrastructure
replacement. The project seeks to repair and replace the utility
infrastructure system to minimize any life-safety or environmental
hazards that will arise in the event of an earthquake.

The LAO notes that the Governor’s January
proposal is too small relative to voter-
approved bond funding. The Chancellor's
Office approved 29 capital outlay totaling
$70.6 million in 2017-18 for planning and
working drawings.

BBL

Approve all 29
capital outlay
projects submitted
by the Chancellor's
Office, with total
state costs of $70.6
million in 2017-18,
and approve the
Spring Finance
Letter for the
construction of
Redwoods
Community College
District utility
infrastructure
replacement.
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Item Subject Description Comments Language | Recommendation

19 |May Revise |The May Revision proposes a decrease of $45 million to reflect an BBL Approve as
Technical increase in apportionment funding associated with a decrease in proposed.
Adjustments |estimated net offsetting Education Protection Account (EPA) revenue.

For 2016-17, the May Revision proposes trailer bill language to reflect
a decrease of $5.6 million to reflect an increase in apportionment
funding associated with a decrease in estimate net offsetting EPA
revenue.

The Administration proposes an increase of $68.19 million in 2017-18
to reflect an increase in apportionment funding associated with a
decrease in estimated net offsetting local tax revenue. The May
Revision also proposes trailer bill language to reflect the restoration of
$16.4 million in the 2015 Budget Act, and an increase of $50.09
million in the 2016 Budget Act to reflect revised local revenue
estimates.
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Item Subject Description Comments Language [ Recommendation

20 [May Revise |The May Revision also proposes a decrease of $24.76 million in 2017- TBL/BBL |Approve as
Technical 18 to reflect a decrease in apportionment funding associated with an proposed.
Adjustments |increase in estimated offsetting student fee revenue. The May Revision

also proposes trailer bill language to reflect a the restoration of $7.157
million in the 2015 Budget Act, and a decrease $28.16 million in the
2016 Budget Act to reflect revised estimates in offsetting student fees.

The May Revision proposes trailer bill language transmitted with the
Governor’s Budget be amended to reflect the restoration of $25.52
million in Budget Act of 2015 to reflect revised estimates of unused
prior year enrollment growth funding, and that trailer bill language
transmitted with the Governor’s Budget be amended to reflect the
restoration of $23.58 million in Budget Act of 2016 to reflect revised
estimates of unused prior year enrollment growth funding.

Additionally, the May Revision proposes to decrease 2017-18
apportionment by $73 million to reflect various technical base
apportionment adjustments.
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Item Subject Description Comments Language Recommendation
21 |Local The Governor's January budget included trailer bill language that TBL Approve as
Revenue eliminated $31.65 million in 2015-16 Proposition 98 General Fund. proposed
Backfill

The May Revision proposes to rescind the elimination of the local
revenue backfill and restore $31.65 million in 2015-16 Proposition 98
General Fund appropriated to backfill a projected shortfall in estimated
offsetting local community college district revenue.
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Item | Subject Description Comments Language | Staff Recommendation
22 |Guided In January, the Governor proposed a one-time $150 million LAO comments: The Governor’s TBL and |Approve $150 million in
Pathways program to help community colleges develop a “guided pathways” [January and May proposals, in BBL  |one-time funding to

Program approach to improving student outcomes. The May Revision contrast, give at least 90 percent of establish the Guided

maintains the same level of funding but proposes several changes to
specific components of the original proposal.

The May Revision proposes budget bill language authorizing the
expenditure of funds until June 30, 2022. Amendments to the trailer
bill (1) clarifies definition of guided pathways, (2) suggests use of
funds to include faculty release time to review and design
programs, professional development and administrative time, (3)
requires the Chancellor’s Office to develop indicators for
measuring early outcomes of guided pathways, (4) authorizes the
chancellor’s office to better assess a colleges commitment to
implementing a guided pathway program, by authorizing the
chancellor’s office to release funds to community colleges in
stages, and (5) clarifies reporting requirement.

the funding to colleges and set
aside only up to 10 percent for
centralized support. Such a
decentralized approach risks
shortchanging colleges on the
professional development and
technical assistance component.
LAO recommends setting aside
least 35 percent of the funding for
centrally coordinated technical
assistance teams.

LAO recommends adding that
these one-time funds may not be
used to provide direct services to
students or fund other ongoing
operational costs.

LAO recommends requiring the
Chancellor to conduct more
through screening of applicants
and set progress criteria for
releasing funds.

Pathways program. Adopt
placeholder trailer bill
language, to be refined as
necessary, to do the
following: 1) Define
guided pathways; 2)
Require CCC districts to
submit a plan to the
Chancellor’s Office and 3)
Require the plan to
include information on
collaboration with K-12
school districts and other
higher education
institutions, how guided
pathways integrates
programmatically and
fiscally with existing CCC
programs (Student
Success, Basic Skills,
etc.), as specified.
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Item Subject Description Comments Language | Staff Recommendation
23 |Community |While tuition/fees at California’s Community Colleges (CCC) are TBL/BBL [Allocate $50 million on-
College the lowest in the nation, CCC students still struggle with the total going for the Community
Completion |cost of attending a community college. According to the California College Completion grant,
Grant Student Aid Commission, “non-tuition” costs such as textbooks, which will provide up to

transportation, food, and housing exceed $18,000 annually for CCC
students living independently and $12,000 for students living with
family. These costs force students to borrow money to meet these
expenses and/or work more hours per week, which leaves less time
for them to enroll in a full load of classes and ultimately takes them
longer to transfer to a four-year university or finish a degree.

A recent report by the Institute for College Access and Success
(TICAS) highlights the lackluster completion rates of CCC students
and how the students’ lack of financial resources impacts their
ability to complete a degree program, associate degree for transfer,
or career pathway. If a student does not enroll full-time (12 units or
more), it takes them longer to complete, and delays their ability to
enter the workforce. According to a recent survey by TICAS, most
students said that their need to work for pay kept them from
enrolling in as many courses as they wanted to take. Moreover, the
student survey responses also stated additional financial aid
program would allow them to enroll in more classes and spend
more time toward completing school.

$4,000 in total cost of
attendance grant aid (i.e.,
living expenses,
transportation, etc.) to
CCC students with
demonstrated need who
take 15 units per semester
or the applicable quarter
unit equivalent to be
considered on track to
obtain an associate degree,
or to otherwise transfer to
a four-year university, in
two academic years and
have an educational plan.
Adopt placeholder trailer
bill language, to be
refined as needed, to
implement this grant
program.
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Item | Subject Description Comments Language | Staff Recommendation
24 |Exemption |The federal Veterans Access, Choice and Accountability Act TBL Adopt trailer bill
of Non- (VACA) of 2014 required states to charge instate tuition to all language, to be refined as
Resident eligible veterans and their dependents. Institutions not in necessary, to modify
Tuition for  |compliance with these provisions are ineligible to receive Gl Bill eligibility requirements
Veterans funding, a financial loss to California of approximately $68 for the exemption from

million. Recently, Congress modified VACA and as a result of
these new changes California is no longer in compliance with
federal law, jeopardizing the state’s GI Bill funding. Language is
needed to bring California in compliance with federal law to ensure
that U.S. military veterans and their dependents who are enrolled at
a CSU or CCC remain eligible to receive federal education
benefits.

paying nonresident tuition
for students who meet the
requirements to qualify
for education benefits
under either the federal
Montgomery Gl Bill or
Post 9/11 Gl Bill program,
to align with federal law.
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Item | Subject Description Comments Language | Staff Recommendation
25 [Veterans The CCC system serves 70,000 veterans and active duty services TBL  |Adopt placeholder trailer
Resource members. Some community colleges have successful Veteran bill language, to be

Center Resource Centers which offer a variety of services while other refined as necessary, to

colleges offer rudimentary service or none at all. There is wide
acknowledgment among the CCC of the re-entry challenges many
student veterans face and colleges have recognized the need to
expand support services to help veterans successfully integrate into
college life. The Community College Chancellor’s office, in
response to the growing number of student veterans and to provide
statewide leadership and coordination to assist the colleges has led
several statewide efforts, including, but not limited to, supporting
the development of Veterans Resource Center project.

Approximately 77 of 113 colleges have Veterans Resource Centers
that range in space and support services but for the most part these
centers help to facilitate academic success and assist in
psychosocial reintegration. There is inconsistency in the level of
support throughout the system for veteran students and there has
been a call to raise the standards for high-quality programming and
services to meet the specific needs of this emerging student
population.

allocate $10 million in
one-time funding to
community colleges to
develop or enhance an on-
campus Veteran Resource
Center, as specified.
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Item Subject Description Comments Language | Staff Recommendation
26 |(Compton In June 2006, the former Compton College's accreditation was TBL/BBL |Approve $1 million one-
Community |revoked by the Accrediting Commission of Community and Junior time funding over three
College Colleges (ACCJC). At the time, the college ceased to exist, and a years to assist with
partnership with EI Camino Community College District was Compton College
formed, and the EI Camino College Compton Center was transition services back
established to serve communities within Compton Community from a center of El
College District. In March 2017, the ACCJC external evaluation Camino Community
team reviewed the Compton Center Self Evaluation Report for College District to a stand-
Candidacy status to regain accreditation. The ACCJC will consider alone college.
their application for Candidacy at its June 2017 meeting. Compton
has identified costs associated with transitioning back to a stand-
alone college within the Compton Community College District.
27 |Part-time Existing law establishes the Community College Part-time Faculty BBL Augment the existing
Faculty Office Hours Program, contingent upon annual Budget Act CCC Part-time Faculty

Office Hours

funding, for the purpose of providing community college students
with access to academic advice and assistance and to encourage
districts to provide opportunities to compensate those who old
office hours related to their teaching load. The governing board of
each district that establishes such a program is required to negotiate
with the exclusive bargaining representative (or, if none exists, with
the faculty) to establish the program. Participating districts are
required to inform the Chancellor’s office of the total costs of part-
time faculty office hours compensation paid and the Chancellors
office is required to apportion up to 50% of these costs, to be
distributed proportionally based upon each districts’ total cost and
the total amount provided in the annual Budget Act.

Office Hours program by
$5 million on-going.
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Item Subject Description Comments Language | Staff Recommendation

28 |Contracting |The Administration proposes trailer bill language to exempt the The LAO recommends modifying [TBL and  [Approve placeholder
Flexibility |Chancellor’s Office from the requirements of the competitive the May Revision proposal on BBL trailer bill language
Trailer Bill |bidding process when contracting with community college districts, |district contracts to exempt only
Language limited to new contracts of $20 million or less. Any existing contract renewals from

contracts that are up for renewal would not be subject to competitive bidding requirements.
competitive bidding requirements if the contract would be with the
same college district.

29 [Academic |The Academic Senate for CCCs has is implementing the Course TBLand |Adopt placeholder BBL
Senate and  [ldentification Numbering System (C-ID). This numbering system BBL language, to be refined as
Course provides a common, intersegmental mechanism to help in the necessary, to allocate $1
Identificatio |identification of similar courses. Typically, these courses are lower million in one-time
n Numbering [division major preparation courses that have been approved by UC funding directly to the
System and CSU campuses as meeting articulation standards. C-1D will Academic Senate for the

enable “descriptor-based articulation,” allowing the four-year
institutions to make articulation decisions based on the C-1D
number rather than individual course outlines. C-ID faculty
discipline review groups include faculty from all three segments
who meet to develop descriptors that include the minimum content
for a course.

The C-ID is an integral component to all Associate Degree for
Transfer by providing assurances of instructional integrity and
comparability for all three segments of higher education. C-ID also
has expanded to include career technical education (CTE) courses
and UC Transfer Pathways. This system helps CCC take the
appropriate courses to complete a degree or CTE certificate.

C-ID. Adopt trailer bill
language, to be refined as
needed, to authorize the
Board of Governor’s to
enter into direct contracts
for the purpose of
supporting statewide
initiatives, as specified.
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Item Subject Description Comments Language | Staff Recommendation
30 |Title IX Title IX states no person in the United States shall, on the Allocate $2.5 million i
Training  |basis of sex, be excluded from participation in, be denied the ocate s> mitlionn

benefits of, or be subjected to discrimination under any
educational program of activity receiving Federal financial

assistance.

State law requires the governing board of each community

college district, the Trustees of the California State

University, the Regents of the University of California, and

the governing boards of independent postsecondary

institutions to adopt and implement policies concerning
campus sexual violence, domestic violence, dating violence,

and stalking, as specified.

one-time funding to
community college
districts to help them
comply with state and
federal law provisions
to prevent and address
sexual violence and
sexual harassment,
involving a student,
both on and off campus
pursuant to legislation
enacted in the 2017-18
Legislative Session.

Page 20




Senate Budget and Fiscal Review—Holly J. MitchelChair

SUBCOMMITTEE NO. 1

Senator Anthony J. Portantino, Chair
Senator Hannah-Beth Jackson
Senator John M. W. Moorlach

ltem
6870

ltem 1
Iltem 2
Item 3
ltem 4
Iltem 5
Item 6
ltem 7
Item 8
ltem 9
Iltem 10
[tem 11
ltem 12
[tem 13
Iltem 14
[tem 15
ltem 16
[tem 17
ltem 18
[tem 19
Item 20
[tem 21

Wednesday, May 17, 2017
9 a.m. or upon call of the Chair

State Capitol - Room 3191
Consultant: AnitalLee

AGENDA PART B: HIGHER EDUCATION

VOTE OUTCOMES

Vote Only Items

Department
California Community Colleges

Clean Energy Job Creation Fund Revenue Estimate - Proposition 39
Student Financial Aid Administration
Enrollment

Career Technical Education Pathways Program
Adult Education

Apprenticeship Initiative Awards Encumbrance Period
Full-Time Student Success Grant

Cost of Living Adjustment

Mandate Block Grant

Equal Employment Opportunity Program
Excess Revenue Trailer Bill

Online Education Initiative

Integrated Library System

Innovation Awards

Education Workforce Devel opment Program
Apprenticeship Audit

State Operations

Capital Outlay Projects

May Revise Technical Adjustments

May Revise Technical Adjustments

Local Revenue Backfill

Vote: Items1-7: 3-0, Item 8: 2-1 (Moorlach), Items 9-21: 3-0
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Itemsfor Discussion and Vote

Item 22 Guided Pathways Program 14
Vote: 3-0

Iltem 23 Community College Completion Grant 15
Vote: 2-1 (Moorlach)

ltem 24 Exemption of Non-Resident Tuition for Veterans 16
Vote: 3-0

Item 25 V eterans Resource Center 17
Vote: 3-0

Iltem 26 Compton Community College 18
Vote: 3-0

Iltem 27 Part-time Faculty Office Hours

Vote: 2-1 (Moorlach)

Iltem 28 Contracting Flexibility Trailer Bill Language 19
Vote: 3-0

Iltem 29 Academic Senate and Course Identification Numbering System

Vote: 3-0

Item 30 TitleIX Training 2

Vote: 2-1 (M oorlach)

Pursuant to the Americans with Disabilities Act, individuals who, because of a disability, need
special assistance to attend or participate in a Senate Committee hearing, or in connection with
other Senate services, may request assistance at the Senate Rules Committee, 1020 N Streset,
Suite 255 or by calling (916) 651-1505. Requests should be made one week in advance whenever
possible.
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