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Overview

On June 30, 2006, Governor Arnold Schwarzenegger signed the Budget Act of
2006, Assembly Bill (AB) 1801 (Chapter 47, Statutes of 2006); and a companion
bill, AB 1811 (Chapter 48, Statutes of 2006), which amended the Budget Act.
These measures, along with budget trailer bills, set the conditions for allocating
state funds to California public schools through June 30, 2007.

This report provides a brief overview of the 2006-07 state budget and the major
budget changes affecting kindergarten through grade twelve (K-12) education,
and detailed information regarding available funding in the budget for individual
programs.

This report is available on the California Department of Education’s (CDE’s) Web
site at http://www.cde.ca.gov/fg/fr/eb. The report includes numerous hyperlinks
that enable the reader to refer immediately to specific information, such as the
Education Code section authorizing a particular program and a program’s Web
site. Copies of budget documents themselves are available through the
Department of Finance’s Web site at http://www.dof.ca.gov/.

This section of the report contains an overview of the 2006-07 state budget and
the major budget changes affecting K-12 education. The second part consists of
individual sections describing available funding and relevant budget provisions
for each major program. Each program section includes (1) the Budget Act item
number, trailer bill section, as appropriate, or both; (2) the Education Code
section(s) authorizing the expenditures; (3) the standardized account code
structure (SACS) resource code to be used in accounting for expenditures at the
local level; (4) the funding level and pertinent budget provisions; (5) program
information and comments concerning implementation schedules and reporting
deadlines; (6) the names, telephone numbers, and e-mail addresses of program
contacts; and (7) the program’s Web site, if available.

The Fiscal Policy Division prepared this report with contributions from other staff
throughout the CDE. Chris Derr edited the report. For general budget questions,
please contact the fiscal policy staff, at (916) 319-0821.

State General Fund Budget

The Budget Act of 2006 and budget trailer bills authorize a total spending plan of
$128.4 billion. General Fund revenues and transfers are estimated to be $94.4
million and, when combined with the prior year ending balance, provide total
resources of $103.9 billion. General Fund expenditures are expected to grow to
$101.6 billion in 2006-07, an increase of 9.5 percent from the prior year.

Table 1 shows total General Fund revenues, expenditures, and year-end
reserves for both 2005-06 and 2006-07. The table shows that, under the Budget
Act of 2006, the state is expected to end with a reserve of approximately $1.3
billion (1.4 percent of General Fund revenues).



Table 1—General Fund Summary

(in millions)

Prior-year Balance $9,511 $9,530
Revenues 92,749 94,354
Total Resources $102,260 $103,884
Expenditures 92,730 101,572
Fund Balance $9,530 $2,312
Encumbrances $521 $521
Budget Reserves: $9,009 $1,791

Reserve for Budget Stabilization $472

Account *

Reserve for Economic Uncertainties $9,009 1,319

1. Proposition 58, approved by the voters in March 2004, established the Budget Stabilization
Account (BSA) in the General Fund, and requires the State Controller to transfer a specified
percentage of estimated General Fund revenues (1 percent in 2006-07) from the General Fund
to the BSA. Half of the funds transferred to the BSA must be used to retire Economic Recovery
Bonds authorized in Proposition 57 (also passed March 2004).

Proposition 98

The 2006-07 budget package provides $55.1 billion in state and local funds for
kindergarten through grade 14 (K-14) programs under Proposition 98. This
represents an increase of $5.2 billion, or 10.3 percent, over Proposition 98
appropriations enacted in the Budget Act of 2005 and reflects higher—than-
expected state revenues in 2004-05 and 2005-06 due to a strong economy in
California.

Senate Bill (SB) 1101 (Chapter 213, Statutes of 2004) suspended the Proposition
98 minimum guarantee and specified that the 2004-05 funding level would be $2
billion less than would otherwise be required under the State Constitution. Since
final General Fund revenues for 2004-05 were substantially higher than projected
when the 2004-05 budget was enacted, the final suspension level was $3.6
billion, or $1.6 billion higher than the Chapter 213 target. As a result of the higher
revenues in 2004-05, the Proposition 98 guarantee level for 2005-06 rose by
another $1.3 billion. Despite the requirements of Chapter 213, when the
Proposition 98 guarantee levels increased, the Legislature and Governor
Schwarzenegger did not provide additional funds for 2004-05 or 2005-06.

In May 2006, the Governor proposed to settle the case of CTA and O’Connell vs.
Schwarzenegger, a lawsuit brought in August 2005 by the California Teachers

Association (CTA) and State Superintendent of Public Instruction Jack O’'Connell
stemming from a disagreement over the suspension of Proposition 98 in 2004-05



and its subsequent impact on 2004-05 and 2005-06. The settlement agreement
was signed May 10, 2006, and provided $3 billion over a seven-year period
beginning in 2007-08 to restore the Proposition 98 guarantee amounts for 2004-
05 and 2005-06. Legislation to implement this agreement, SB 1133 (Chapter
751, Statutes of 2006), was passed by the Legislature and signed by the
Governor on September 29, 2006.

The Department of Finance projects that the Proposition 98 guarantee in 2006-
07 will be calculated under “Test 3” and that appropriations in the budget will
exceed the guaranteed level by $592 million.

Chart 1 provides basic information about the calculation of the Proposition 98
guarantee.

Chart 1—Proposition 98

Basic Principles

Proposition 98, approved by the voters in 1988, provides a constitutionally guaranteed minimum
level of funding to K—-12 schools and community colleges.

In years of “normal” state revenue growth, K-14 education is guaranteed a level of state and
local funding at least equal to the funding level received in the prior year, adjusted for changes
in enrollment and per capita personal income.

In years of extraordinarily good or bad revenue growth, K-14 education participates in the
state’s gains or losses according to specified “fair share” formulas.

Proposition 98 may be suspended in a statute passed with a two-thirds vote, enacted separately
from the budget.

Following a “fair share” reduction in the level of the Proposition 98 funding guarantee or a
suspension of the guarantee, the state eventually must restore K—-14 education funding to the
level that would have been provided had no reduction occurred. The pace of this restoration is
tied to the pace of the state’s economic recovery.

The Specifics: Test 1, Test 2, Test 3, and Restoration
Specifically, K-14 education is guaranteed a minimum funding level based on the greater of:

Test 1—Percentage of General Fund revenues: The percentage of state General Fund tax
revenues received by schools and community colleges in 1986-87 as adjusted for the impact of
shifts in property taxes from local governments to schools (currently about 34.6 percent), or

Test 2—Maintenance of prior-year service levels: The prior-year level of funding from state aid
and local property taxes increased for enrollment growth and inflation as measured by the
change in per capita personal income.

However, in years when the percentage growth in per capita General Fund revenues is less
than the percentage growth in per capita personal income and the difference exceeds 0.5
percent, the following alternative test is substituted for Test 2:

Test 3—Adjustment based on available revenues: The prior-year level of funding from state aid
and local property taxes increased for enroliment growth and inflation as measured by the
change in per capita General Fund revenues plus 0.5 percent. Test 3 ensures that K-14
education bears a fair share of the state’s General Fund revenue growth or decline in
extraordinarily good or bad revenue growth years.

Restoration: If the Proposition 98 guarantee is reduced because of the application of Test 3 or
a suspension of the guarantee, the amount lost is never repaid. The funding level must
eventually be restored in the future, according to a formula that is tied to the pace of the state’s
economic recovery.




K-12 Education Highlights

The budget assumes spending of $46.5 billion (state and local funds) in 2005-06
and provides $49.1 billion in 2006-07 for K-12 education under Proposition 98.
The funding level for 2005-06 is $1.8 billion more than the budget for that year
enacted in July 2005 due primarily to greater-than-anticipated state revenues.
The funding level for 2006-07 is $747 million more than the amount proposed in
January 2006, and $2.7 billion higher than the budgeted 2005-06 level.

Chart 2 shows the trend in Proposition 98 funding per pupil in K-12 schools from
1995-96 through 2006-07. The chart shows that, under the Budget Act of 2006,
schools will receive Proposition 98 funding averaging $7,777 per pupil in average
daily attendance (ADA) for 2005-06 ($375 per pupil above the 2005 Budget Act
level of $7,402) and $8,244 in 2006-07, or $467 per pupil above the revised
2005-06 level.

Chart 2—Proposition 98 Per-pupil Funding
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In addition to Proposition 98 funding, the budget package includes one-time
funds for K—12 education in 2006-07. These funds are reverted from previous
Proposition 98 appropriations and must be spent for Proposition 98 purposes, but
they do not count in the 2006-07 Proposition 98 totals. The 2006-07 funding level
from this source is $226 million.

The budget also includes changes to funding levels for various education
programs funded from federal funds and other state funds. Including all funding
sources, one-time as well as ongoing, and excluding the effect of funding
deferrals, the budget provides total funding of $10,748 per pupil in 2005-06 and
$11,264 per pupil in 2006-07, an increase of $516 per pupil, or 4.8 percent, over
the revised 2005-06 funding.



Table 2 summarizes funding for K-12 education from all sources in 2006-07. The
table shows that the budget projects total funding of $67.1 billion.

Table 2—Funding for K—-12 Education
All sources and Proposition 98 (in thousands)

Sources of Funding Funding from Proposition 98
All Sources Sources
State General Fund $40,769,400 $37,140,600
State Lottery 1,021,800
Other State Funds 164,500
Federal Funds 7,403,300
Local Property Tax 12,231,900 11,973,200
Local Debt Service Tax 1,660,300
Other Local Funds 3,855,400
Total $67,106,600 $49,113,800

Note: Includes funds for CDE state operations, state special schools, state school facilities bond
repayments, state contributions to the State Teachers Retirement System, the State Library, and
the Commission on Teacher Credentialing.

Proposition 98 Funding Changes—Ongoing Funds

The major 2006-07 changes in ongoing funds are shown in Table 3 and include:

e Increased expenditures of $2.5 billion to reflect ADA changes and a
5.92 percent cost-of-living adjustment (COLA) for revenue limits and most
categorical programs.

e Increased expenditures of $426 million for Proposition 49 to augment after-
school programs bringing their total funding to $550 million.

e Increased expenditures of $350 million for the Economic Impact Aid program.
¢ Increased expenditures of $350 million for revenue limit equalization.

¢ Increased expenditures of $309 million for deficit factor reduction.

Revenue Limits

School district and county office of education revenue limits received a COLA of
5.92 percent and a slight net decrease in funding for a drop in K-12 ADA growth,
projected by the Department of Finance to be 0.26 percent for school districts
and 0.69 percent for county offices of education. COLA amounts for 2006-07
school district base revenue limits per ADA are $295 for elementary districts,
$308 for unified districts, and $354 for high school districts.



Table 3—2006-07 Changes to Ongoing Proposition 98 Funds
Compared to 2005-06 Enacted Budget (in millions)

Revenue limit changes

COLA $1,924.3
ADA (declining growth) adjustment -263.4
Revenue limit equalization 350.0
Revenue limit deficit factor reduction 309.0
Subtotal $2,319.9

Categorical programs changes
COLA 609.7
ADA (growth) adjustment 112.4
Proposition 49 after-school programs 426.0
Economic impact aid 350.0
Middle and high school supplemental counseling 200.0
Arts and music block grant 105.0
Child care and development eligibility changes 67.0
Preschool expansion 50.0
California high school exit examination support 50.0
Physical education teacher incentive grants 40.0
Professional development for teachers of English learners 25.0
Certificated staff mentoring program 11.0
Foster youth services 8.2
Oral health assessments 4.4
Other changes 97.4
Subtotal $2,156.1
Total $4,476.0

The budget provides $350 million to equalize school district general-purpose
allocations. Trailer bill language stipulates that these funds will be allocated using
the current methodology, which sets targets at the 90th percentile of revenue
limits and distinguishes districts by size and type.



Finally, the 2006-07 budget includes $309 million to eliminate the revenue limit
deficit created by the state budgets in 2003-04 and 2004-05 for school districts
and COLAs. Deficit factor funding provides ongoing, discretionary funding for
schools.

Second Principal Apportionment Payment Deferral

The 2006-07 budget continues the deferral of $1.1 billion from the June payment
for the Second Principal (P-2) Apportionment to July of the following fiscal year.
This affects programs funded through the principal apportionment.

The vast majority of state funding for local educational agencies (LEAS) is
allocated through the principal apportionment process, which provides a steady
stream of funding throughout the year. The bulk of the funding allocated through
the principal apportionment process is unrestricted funding. Specific programs
are school district and county office of education revenue limits and charter
school block grants, both the general-purpose and categorical portions. The
remaining programs include some of the larger categorical programs funded
based on current-year ADA and a number of programs funded based on actual
hours of instruction.

Proposition 49 After-school Programs

The budget provides $426 million in new funds for after-school programs as a
result of Proposition 49, which was approved by voters in 2002. The proposition
specified that the program would receive additional funding if and when non-
Proposition 98 state revenues rise to at least $1.5 billion above the highest level
in 2000-01 through 2003-04. The budget estimates that this requirement will be
triggered in 2006-07.

Economic Impact Aid

The budget provides $350 million to augment the Economic Impact Aid program
to help close the achievement gap of English learners and economically
disadvantaged students. Trailer bill language changes the distribution formula to
address data issues and historic inequities in the distribution of funds. School
districts will be held harmless from the formula changes.

Middle and High School Supplemental Counseling

The budget provides $200 million for additional counselors for students in grades
seven through twelve. Districts must develop a course plan to assist low-
performing seventh grade students and high school students who have not
passed the California High School Exit Examination. There are several conditions
for receiving the funds. The program must be adopted by the district governing
board and must include a provision for the individualized review of each student’s
academic and deportment records. In addition, a counselor will be required to
meet with each student and, if practical, his or her parents or guardian, to explain
the student’s progress and educational options.



Arts and Music Block Grant

The budget provides $105 million for a new Arts and Music Block Grant that will
provide school districts, charter schools, and county offices of education
supplemental funding to hire staff, provide staff development, and purchase
equipment and supplies for arts and music programs to support standards-
aligned instruction.

Child Care and Development Augmentation

The budget provides $67 million to augment child care and development
programs in order to accommodate the projected increases in caseload as a
result of “unfreezing” the child care income eligibility limits, which had been held
to year 2000 levels based on the state median income.

Preschool Expansion

The budget provides $50 million to expand preschool programs to serve
additional four-year-olds. It is intended the expansion will include quality reforms
designed to promote family literacy that would be implemented pursuant to
subsequent legislation anticipated to be enacted later this year. The budget also
provides one-time funds of $50 million for preschool facilities.

California High School Exit Examination (CAHSEE) Support

The budget provides an increase of $50 million, for a total of $69.6 million, to
help students pass the CAHSEE. The first priority for funding is to provide $500
for each eligible grade twelve student in the class of 2007. Any remaining funds
may be allocated to eligible students in the class of 2008.

An additional $5.5 million in one-time funds is provided for allocation to LEAS to
purchase state-approved individual intervention materials for students who have
failed the CAHSEE. Finally, the budget provides $5.1 million for two additional
administrations of the CAHSEE.

Physical Education Teacher Incentive Grants

The budget provides $40 million for incentive grants for districts to hire
credentialed physical education teachers in elementary and middle schools.
These funds will be used to address the rising incidence of obesity and to help
kids develop healthy lifelong exercise habits. Grants of $35,000 will be made
available to approximately 1,100 schools serving grades K-8. Grant recipients
shall be randomly selected and equitably distributed based on school type, size,
and geographic location.

Professional Development for Teachers of English Learners

The budget provides $25 million to augment the Mathematics and Reading
Professional Development Program to provide ongoing professional development
opportunities for teachers of English learners contingent on legislation to be
enacted during the 2005-06 regular legislative session.



Certificated Staff Mentoring Program

The budget provides $11 million for the new Certificated Staff Mentoring Program
to encourage excellent, experienced teachers to teach in priority schools and to
assist teacher interns during their induction and first years of teaching. Part of
this program and additional funding will reside in the budget for the Commission
on Teacher Credentialing. This item is contingent on legislation to be enacted
during the 2005-06 regular legislative session.

Proposition 98 Funding Changes—One-time Funds

In addition to changes in the ongoing funding levels, the budget provides $2.5
billion in one-time K-12 education funds as shown in Table 4. These funds
include “settle-up” amounts applied toward satisfying the Proposition 98
guarantee for prior years and amounts reverted from prior years’ Proposition 98
appropriations, which must be spent for Proposition 98 purposes. One-time funds
do not count in Proposition 98 totals.

The major 2006-07 allocations of one-time funds are shown in Table 4. These
allocations include:

e $927 million for payment of prior years’ K-12 mandates claims.

e $534 million for discretionary block grants to school districts, charter schools,
and school sites.

e $500 million for arts, music, and physical education equipment grants.

e $137 million for school facilities emergency repairs to satisfy the settlement
conditions of the Williams lawsuit.

Mandates

The budget provides $927 million to pay mandate claims from prior years that
had not been funded in prior budgets. Priority for payment will go to the oldest
claims no longer subject to audit.



Table 4—K-12 Spending from One-time Funds (in millions)

Prior years’ K-12 mandate claims $927
Discretionary block grants 534
Arts, music, and physical education grants 500
School facilities emergency repairs (Williams settlement) 137
Instructional materials 100
Preschool facilities 50
Teacher recruitment and retention 50
Career technical education equipment 40
Current year mandate claims 30
Instructional materials for English learners 30
English language learners pilot project 20
Miscellaneous other changes 115
Total $2,533

Discretionary Block Grants

The budget provides $534 million for discretionary block grants to school districts
to use for one-time purposes.

Budget trailer bill language specifies that 75 percent of the funds, or $400.1
million, will be allocated to school districts for further allocation to school sites,
including adult education sites and regional occupational centers and programs,
on an equal per-pupil basis. The funds may be used for instructional materials,
classroom and laboratory supplies, library materials, educational technology,
deferred maintenance, one-time expenditures designed to close the achievement
gap, and professional development. Prior to any expenditure by a school site, the
local district governing board must approve the proposed use.

The initial apportionment for 75 percent of the available funds will be allocated
based on an equal amount per pupil calculated from 2005-06 California Basic
Educational Data System (CBEDS) enrollment data or ADA as applicable. A final
apportionment for the remaining 25 percent of the available funds will be made
based on the CBEDS enroliment data for 2006-07 as of the Second Principal
Apportionment. Allocations will include students in adult education programs and
regional occupational centers and programs based on their ADA.
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Arts, Music, and Physical Education Grants

The budget provides $500 million to school districts, charter schools, and county
offices of education for professional development, supplies, and equipment for
arts, music, and physical education. Funds will be apportioned based on an
equal amount per unit of ADA, with a minimum funding level of $2,500 for small
schools.

School Facilities Emergency Repairs (Williams)

The budget provides $137 million for emergency facility repairs. This amount
represents one-half of funds available in the Proposition 98 Reversion Account
pursuant to the Williams lawsuit settlement in 2004. More information on the
Williams case is available on the CDE Web site at
http://www.cde.ca.gov/eo/ce/wc/index.asp. The State Allocation Board
administers the program.

Instructional Materials, Library Materials, and Educational
Technology Block Grant

The budget provides $100 million for instructional materials, school and
classroom library materials, and education technology. Grants will be allocated to
districts, county offices of education, and charter schools on the basis of an equal
amount per pupil based on 2005-06 CBEDS enrollment data.

Preschool Facilities

The budget provides $50 million to address facilities needs for the expansion of
the State Preschool Program. The funds are available for the renovation, repair,
or improvement of existing buildings and for the purchase of new relocatable
child care facilities. This item is contingent on legislation to be enacted during the
2005-06 regular legislative session.

Teacher Recruitment and Retention

The budget provides $50 million for teacher recruitment and retention activities
for allocation to school districts for schools ranked in deciles 1 through 3 of the
2005 base Academic Performance Index. The funds shall be used to improve the
educational culture and environment at those schools.

Career Technical Education Equipment

The budget provides $40 million to school districts, regional occupational centers
and programs, adult education programs, charter schools, and county offices of
education that offer career technical education programs. The funds may be
used for the purchase of equipment and supplies and minor facility
reconfigurations for career technical education courses in grades seven through
twelve.
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Current-year Mandate Claims

The budget provides $30 million for the payment of mandated cost claims for
2006-07. This is the only item in the budget to pay current-year claims, estimated
to require approximately $133 million by the Department of Finance.

Instructional Materials for English Learners

The budget provides $30 million for supplemental instructional materials
specifically for English-language learners in grades K-12. The CDE must verify,
and the State Board of Education (SBE) must approve, that the materials are
substantially correlated to identified state standards. LEAs will receive up to $25
per student based on the most recent certified language census for the number
of English learners. Schools must use the funds to purchase materials that will
accelerate students as rapidly as possible to grade-level proficiency in speaking,
reading, and writing English.

English Language Learners Pilot Project

The budget provides $20 million for a multi-year research project to identify best
practices for improving the academic achievement and language development of
English learners, including curriculum, instruction, and staff development for
teachers, as well as promotion of English acquisition and development. This item
is contingent on legislation to be enacted during the 2005-06 regular legislative
session.

Nell Soto Parent/Teacher Involvement Grants

The budget provides $15 million for grant awards to schools in which a majority
of teachers and parents agree to participate in home visits or community
meetings in order to strengthen the communication between schools and parents
as a means of improving pupil academic achievement under the Nell Soto
Parent/Teacher Involvement Program.

School Gardens Supplies and Equipment

The budget provides $15 million for schools and districts to purchase garden
supplies and equipment. Each school that applies for the funds will receive a
minimum of $500. Any remaining balance will be allocated to school districts on a
per-pupil basis.

California Longitudinal Pupil Achievement Data System
(CALPADS)

The budget provides $11.5 million to prepare schools for the implementation of
CALPADS. Of these funds, $9.5 million is for allocation to school districts, charter
schools, and county offices of education that have not previously received
funding from California School Information Services.
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Other

Miscellaneous one-time items include:
e $10 million for costs of fiscal solvency plans.

e $10 million for Healthy Start support services.
e $9 million for charter school facility grants.
e $3 million for school breakfast startup grants.

e $3 million for state-level teacher recruitment personnel teams contingent on
legislation to be enacted during the 2005-06 regular legislative session.

e $2 million for teacher credentialing reforms.

Highlights of Changes by Major Program Areas

Categorical Program Flexibility

The 2006-07 budget package continues to reflect the implementation of the
categorical block grant programs established by AB 825 (Chapter 871, Statutes
of 2004). AB 825 consolidated 26 programs into six block grants effective July 1,
2005.

AB 825 allows for flexibility within each block grant for transfers among the block
grants and for transfers between the various block grants and other categorical
programs. Table 5 summarizes the programs consolidated in each block grant
and the funding transfers allowed. Information on flexibility, implementation, and
allocation issues related to the AB 825 block grants can be found on the CDE
Web site at http://www.cde.ca.gov/fq/aal/ce/#background.

In addition to the flexibility of transfers within the AB 825 block grants, Section
12.40(b) of the Budget Act provides funding flexibility for selected programs, as
listed in Table 6. LEAs may transfer up to 10 percent of the state funds
apportioned in 2006-07 for any of the listed programs into any other listed
program, provided that the receiving program’s state funding does not increase
to a level exceeding 115 percent of the 2006-07 state apportionment for that
program.

LEAs may transfer up to 10 percent of the state funds apportioned for any of the
programs in Table 6 into the Economic Impact Aid (EIA) and Foster Youth
programs provided that the state funding for EIA and Foster Youth does not
exceed 115 percent of the 2006-07 apportionment for those programs. LEAs may
not transfer funds out of the EIA or Foster Youth programs. The categorical
funding flexibility is conditioned on LEAS reporting to the CDE, by October 15,
2007, any amounts shifted between programs. These reports must now be
submitted through the standardized account code structure (SACS) software.
The CDE must provide this information to the Legislature and the Department of
Finance by February 1, 2008.
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Table 5—Programs in the Assembly Bill 825 Block Grants

Block Grant

Resource
Code

(Transfers allowed)

Pupil Retention

Programs Rolled into Block Grant

At-risk Youth (Los Angeles Unified School
District)

Continuation High School Foundation

Dropout Prevention and Recovery

_ 7390 |Early Intervention for School Success
(Transfers in only) High-risk Youth
Opportunity Classes and Programs
Tenth Grade Counseling
Elementary School Intensive Reading
Intensive Algebra Instruction Academies
Conflict Resolution
School Safety Gang Risk Intervention
Consolidated Partnership Mini-grants
" 7391
Competitive Grants Safety Plans for New Schools
(Transfers in or out) School Community Policing Partnerships
School Community Violence Prevention
Teacher C(edentlallng 7392 |Beginning Teacher Support and Assessment
(Transfers in only)
Instructional Time and Staff Development
Professional Reform
Development 7393 |College Readiness Program
(Transfers in or out) Comprehensive Teacher Education Institutes
Teaching as a Priority Block Grant
Targeted Instructional Supplemental Grants
Improvement 7394
(Transfers in or out) Targeted Instructional Improvement Program
School and Library School Improvement Program
Improvement 7395

(Transfers in or out)

School Library Materials

Accountability

The 2006-07 budget provides $325.3 million for programs designed to assist and
promote academic performance and accountability as follows:
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e Appropriates $243.2 million (General Fund) for the High Priority Schools
Grant Program. This includes up to $201 million to fund a second cohort of
schools under the program.

e Provides $49.7 million, including $16 million from the General Fund and $33.7
million in federal funds, to assist schools subject to sanctions under state or
federal programs.

e Authorizes $16.2 million in federal funds for Comprehensive School Reform
grants.

e Authorizes $16.2 million in Title | School Improvement federal funds for
district accountability.

Charter School Block Grants

General-purpose Funding. General-purpose funding for charter schools funded
through the block grant will be automatically adjusted to reflect the impact of the
increases to school district revenue limits for COLA, equalization, and deficit
reduction. Estimates of the general-purpose entitlement amounts per-ADA will be
available in late February 2007 and will be adjusted as necessary in subsequent
apportionments.

Categorical Block Grant Funding. The budget provides $95.1 million for
categorical block grants for 2006-07, including $5.9 million deferred to 2007-08,
for allocation to charter schools based on a rate of $400 per estimated unit of
ADA for 2006-07. In addition, AB 1802 (Chapter 79, Statutes of 2006) changed
the Economic Impact Aid (EIA) funding formula effective in 2006-07 for both
school districts and charter schools. The budget provided an additional $350
million in the EIA budget item. Charter schools are to receive a portion of this
funding to supplement their charter school categorical block grant funding. The
new calculation methodology will ensure that the charter school EIA funding rate
is equal to the average per-pupil EIA funding rate provided to school districts.

This includes funding for a COLA (5.92 percent) and a charter school growth
adjustment of 8 percent. AB 740 (Chapter 359, Statutes of 2005) establishes a
new methodology for calculating categorical block grant funding. This measure
was enacted to clarify and simplify the funding model for charter schools and
increase the amount of funding for categorical programs from the 2005-06 levels
($280) to $400 per ADA in 2006-07 and to $500 per ADA in 2007-08.
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Table 6—Programs Eligible for Flexibility Provisions

Section 12.40 of the Budget Act of 2006

Budget Act Program Resource
Item Code
6110-167-0001 Agricultural Career Technical Education Programs 7010
6110-150-0001 American Indian Early Childhood Education 7210
6110-203-0001 Child Nutrition 5310
6110-181-0001 Education Technology 7110,
7120
6110-124-0001 Gifted and Talented Education 7140
6110-122-0001 Specialized Secondary Programs 7370
6110-193-0001 Staff Development—
(Sch.1) Bilingual Teacher Training Program 7275
(Sch. 2) Peer Assistance and Review 7271
(Sch. 3) Reader Services for Blind Teachers 7295
6110-209-0001 Teacher Dismissal Apportionments 0000
6110-111-0001 Transportation:
(Sch. 1) Home-to-School 7230
(Sch. 1) Special Education 7240
(Sch. 2) Small School District and County Office of 7235
Education Bus Replacement
6110-224-0001 Year-Round Education Grants 23(’)%%

Note: Funds may also be transferred into the Conflict Resolution Program (Education Code
Section 32260, resource code 6315), the Economic Impact Aid Program (Education Code
Section 54020, resource codes 7090 and 7091) and the Foster Youth Services Program

(Education Code Section 42920, resource codes 7365 and 7366).

Charter School Facilities

The 2006-07 budget provides $9 million in one-time funds for an additional year
of the Charter School Facility Grant Program. This funding provides up to $750
per student to defray rent or lease costs incurred during the 2005-06 fiscal year
for classroom-based charter schools serving primarily low-income pupils. Also, a
new federal Charter Schools Facilities Incentive Grants Program administered by
the California School Financing Authority will provide an additional $9.7 million to
support both the construction of new facilities and lease payments on existing
facilities for 2005-06 and 2006-07.
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Special Education

Overall funding for special education remained relatively flat this year. The 2006-
07 budget provides $3.1 billion from the General Fund and $1.2 billion from
federal funds for special education programs for individuals with special needs.
The budget includes $180 million to fund a COLA (5.92 percent) on the state-
funded portion of the special education program only. The state’s federal funding
for special education was cut by a small amount (less than $2 million) compared
to the considerable increases of prior years.

The budget continues $100 million in funding for mental health-related services,
including $31 million from state funds to provide early intervention services for
children who are experiencing mental health problems before they require
special education services. These funds are allocated to special education local
plan areas (SELPASs) based on ADA. An additional $69 million from federal funds
is provided for county mental health services. The CDE distributes the latter
funds to county offices of education which, in turn, distribute the funds to county
mental health departments.

Deferrals

As indicated above, the 2006-07 budget continues the deferral of the Second
Principal (P-2) Apportionment payment from June to July 2007. This affects all
programs funded through the principal apportionment (listed in Table 7).

The budget also continues the practice of deferring a portion of certain
categorical program funding to the following year. The programs listed below
have some of their state funding deferred to the 2007-08 fiscal year. The total of
all deferral amounts is $1.1 billion.

e Home-to-school Transportation, $52.6 million
e Targeted Instructional Improvement Block Grant, $100.1 million

e School Safety and Violence Prevention Act, $38.7 million

COLA and Growth
Table 7 shows COLA and growth percentages for K-12 programs.
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Table 7—COLA and Growth Adjustments

Program COLA Growth
Principal Apportionment Programs
Adult Education Program 5.92% 2.50%
Apprenticeship Education Program * 0.00% 9.62%
Charter School Categorical Block Grant * 0.00% 42.86%
Charter School General-purpose Funding 5.92% 0.00%
County Office of Education Revenue Limits 5.92% 0.00%
Community Day Schools 5.92% 0.00%
Gifted and Talented Education 5.92% 0.00%
Supplemental Instruction 5.92% 0.00%
Regional Occupational Centers and Programs 5.92% 2.70%
School District Revenue Limits 5.92% 0.00%
Special Education—state portion only 5.92% 0.00%
Other Programs
Adults in Correctional Facilities 4.23% 2.50%
Advanced Placement Examination Fees 5.92% 0.00%
Agricultural Vocational Education Incentive Grants 5.92% 0.21%
American Indian Early Childhood Education 5.92% 0.00%
Bilingual Teacher Training Program 5.92% 0.00%
Cal-SAFE (California School Age Families Education) 5.92% 0.00%
Child Development 5.92% 1.13%
Child Nutrition 5.92% 3.08%
Class Size Reduction, Grade Nine 5.92% 0.00%
Class Size Reduction, K-3 5.92% 0.28%
Economic Impact Aid 5.92% 5.00%
English-language Acquisition Program 5.92% 0.00%
Fiscal Crisis and Management Assistance Team 5.92% 0.00%
Foster Youth Services 5.92% 0.00%
Home-to-school Transportation 5.92% 0.00%
International Baccalaureate Diploma Program 5.92% 0.00%
Peer Assistance and Review 5.92% 0.00%
Professional Development Block Grant 5.92% 0.00%
Pupil Retention Block Grant 5.92% 0.00%

18



Program COLA Growth

School and Library Improvement Block Grant 5.92% 0.00%
School Breakfast Start-up Grants 0.00% 0.00%
School Safety Consolidated Competitive Grants 5.92% 0.00%
Specialized Secondary Programs 5.92% 0.21%
Targeted Instructional Improvement Block Grants 5.92% 0.00%
Teacher Credentialing Block Grant 5.92% 0.00%

! The growth rate is not specified by the Budget Act, but is based on a calculation of additional
funding provided to the program by the budget.

Budget Act and Trailer Bills

Table 8 provides the citations for the Budget Act and major trailer bills.
Table 8—2006-07 Budget Act and Related Legislation
Budget Act

Senate Bill (SB) 1801 Chapter 47 2006 Budget Act

Assembly Bill (AB) 1811  Chapter 48 2006 Budget Act revisions

Education Trailer Bills
AB 1802 Chapter 79 Education finance
AB 1808 Chapter 75 Health and human services (child care)

Other Post-budget Legislation

SB 1131 Chapter 371 Education finance cleanup bill

SB 1133 Chapter 751 Quality Education Investment Act
(settlement of CTA and O’Connell vs.
Schwarzenegger)




Acronyms Used Frequently In This Report

The list below shows the acronyms used frequently in this report.

Acronym Description

AB Assembly Bill
ADA Average daily attendance
CDE California Department of Education
COLA Cost-of-living adjustment

SB Senate Bill




Administrator Training Program

Budget Act Item: 6110-144-0001 and 6110-195-0890(2)
Resource Code: 7325 and 4036
Education Code: 44510 through 44517

2006-07 Budget Provisions

e The budget provides $5 million from the General Fund and $1.6 million in
federal funds from the Elementary and Secondary Education Act, Title I, Part
A, Principal Training Program.

Program Information

Administrators assigned to, and practicing in, low-performing or hard-to-staff
schools will be given the highest priority for funding. This program is a
continuation of the Principal Training Program.

This program is not included in the charter school categorical block grant.

Contact: Ron Taylor, Professional Development and Curriculum Support
Division; (916) 323-4819; rtaylor@cde.ca.gov (program)

Patty Stevens, Professional Development and Curriculum Support
Division; (916) 323-5838; pstevens@cde.ca.gov (fiscal)

Web Site: http://www.cde.ca.gov/pd/ai/tg/

Adult Education Program

Budget Act Item: 6110-156-0001

Trailer Bill: AB 1802 (Chapter 79, Statutes of 2006) Section 37(a)(7)
Resource Code: 6390

Education Code: 52610 through 52617

2006-07 Budget Provisions

e The budget provides $657.6 million from the General Fund. An additional $8.7
million available from reimbursements is apportioned to serve recipients
eligible for California Work Opportunity and Responsibility to Kids
(CalWORKS). A portion of the CalWORKSs funds may be transferred to
regional occupational centers and programs, depending on local needs.

e AB 1802 defers an additional $45.9 million to 2007-08.

e Funding provided includes a 5.92 percent COLA increase and a growth
adjustment of 2.5 percent.

e CalWORKs funding must be used for educational activities designed to
increase self-sufficiency, provide job training, and serve employment. The
funds will be apportioned only after local educational agencies (LEAS) have
fully claimed their regular funding caps.
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Program Information

This program is funded through the principal apportionment system. Funding is
based on ADA as reported on the Attendance School District Data Entry Screen
and Attendance County Office of Education Data Entry Screen through the
Principal Apportionment Revenue and Attendance Software. The total funding
amount is calculated in the Integrated Apportionment System and displayed on
the School District Adult Education Report and County Adult Education Report.

Funding will be apportioned at the First Principal (P-1) Apportionment on
February 20, 2007, and the Second Principal (P-2) Apportionment on July 2,
2007. However, final funding is based on annual ADA amounts and will be
adjusted at the Annual Apportionment on February 20, 2008. See the “Calendar
of Key Deadlines, 2006-07 Apportionments” for information regarding reporting
dates.

This program is not included in the charter school categorical block grant.
Contact: Secondary, Postsecondary, and Adult Leadership Division:
(916) 322-2175 (program)
Halena Le, School Fiscal Services Division; (916) 324-4535;
HLe@cde.ca.qgov

Web Site: http://www.cde.ca.gov/fg/aa/pa/ (fiscal)
http://www.cde.ca.gov/sp/ae/ (program)
http://www.cde.ca.gov/fa/sf/ (software)

Adult Education Program—Federal
Funds

Budget Act Item: 6110-156-0890
Resource Code: Various
Education Code: None

2006-07 Budget Provisions

e The budget authorizes an expenditure of $78.9 million in federal funds for
adult education and literacy services. Of this amount, $4 million represents
one-time carryover funds.

Program Information

Supplementary funding for adult education and literacy services will be available
to eligible agencies currently providing one or more of the following programs: (1)
Adult Basic Education, (2) English as a Second Language (including English as a
Second Language—Citizenship), (3) Vocational Literacy, (4) Family Literacy, (5)
Adult Secondary Education, (6) Citizen Preparation, and (7) Civic Preparation.

Grants are awarded based on qualification criteria identified in the 2006
California State Plan for Adult Education.

22



This program is not included in the charter school categorical block grant.

Contact: Secondary, Postsecondary, and Adult Leadership Division;
(916) 322-2175

Web Site: http://www.cde.ca.gov/sp/ae/

Adults in Correctional Facilities
Program

Budget Act Item: 6110-158-0001

Resource Code: 6015

Education Code: 1900 through 1909.5, 41840 through 41841.8, 46190, 46191,
and 52610 through 52616.24

2006-07 Budget Provisions

e The budget provides $16.4 million from the General Fund. This amount
includes $383,000 for growth (2.5 percent) and $664,000 for a COLA
(4.23 percent).

e The apportionment to each local educational agency (LEA) is a
reimbursement for services provided in the 2005-06 fiscal year, and is based
on the amount received in 2004-05 and ADA growth or decline. The allowable
growth is capped at 2.5 percent for ADA of more than 20.

e Growth funding will first be allocated to LEAs with an ADA of 20 or less, up to
an additional 20 ADA.

Program Information

Funding for this program is based on amounts received in prior years, prior-year
annual ADA, and a factor of 80 percent of the revenue limit for adult education
plus COLA.

This program is not included in the charter school categorical block grant.

Contact: Karen Norton, Secondary, Postsecondary, and Adult Leadership
Division; (916) 323-7862; knorton@cde.ca.gov (program)

Melissa Collier, School Fiscal Services Division; (916) 445-7354;
mcollier@cde.ca.gov (fiscal)

Advancement via Individual
Determination

Budget Act Item: 6110-130-0001
Resource Code: 7340
Education Code: None
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2006-07 Budget Provisions
e The budget provides $9 million from the General Fund.

e Of the funds appropriated, $1.3 million is available for the administration of
the Advancement via Individual Determination (AVID) centers.

Program Information

The AVID program is a college preparatory program for students in the middle
ability level who are often economically disadvantaged and underachieving. The
program enables disadvantaged secondary school students to succeed in
rigorous curricula, 