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CALIFORNIA STATE BOARD OF EDUCATION
January 2010 AGENDA
 FORMCHECKBOX 
 General Waiver

	SUBJECT

Request by Santa Clara County Office of Education to waive portions of California Education Code Section 2558(e), which restricts excess property tax funds from being spent in the current fiscal year. The county would like to spend these restricted funds to offset current revenue limits and categorical reductions.
Waiver Number: 22-10-2009
	 FORMCHECKBOX 
 Action
 FORMCHECKBOX 
 Consent




	RECOMMENDATION


 FORMCHECKBOX 
  Approval   FORMCHECKBOX 
  Approval with conditions   FORMCHECKBOX 
  Denial
The California Department of Education (CDE) recommends denial pursuant to California Education Code (EC) Section 33051(a)(6). The request would substantially increase state costs.
	SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION


Similar waivers have never come before the State Board of Education (SBE).
	SUMMARY OF KEY ISSUES


The Santa Clara County Office of Education (COE) is requesting that the State Board of Education waive portions of California EC Section 2558(e), which restricts excess property tax funds from being spent by a county office of education (COE). Santa Clara would like to use the excess taxes, which were approximately $6.5 million at the end of fiscal year 2008-09, to offset current revenue limits and categorical funding reductions.
The waiver request is to strike out a portion of EC 2558(e) as follows:

If the remainder determined pursuant to subdivision (c) is a negative amount, no state aid shall be distributed to that county superintendent of schools pursuant to subdivision (d), and an amount of funds of that county superintendent equal to that negative amount shall be deemed restricted and not available for expenditure during the current fiscal year. In the next fiscal year, that amount shall be considered local property tax revenue for purposes of the operation of paragraph (1) of subdivision (c).
	SUMMARY OF KEY ISSUES (Cont.)


Santa Clara indicates that the property taxes would otherwise sit unused for any purpose. However, CDE has determined that this is not the case. Rather, the funds would be used to offset state-aid for other programs in the subsequent fiscal year. If this waiver is approved, it will result in a potential $4 million increase in state costs in the first year after the waiver takes effect. 
Specifically, under current statute property taxes that are received by COEs are divided into two pots, based upon the same ratio for that county in the 1977-78 fiscal year: One pot is used to reduce state-aid for COE revenue limits, which includes funding for a variety of county-operated schools and other county services. The other pot is used to reduce state-aid to fund special education programs in the county. In Santa Clara County, approximately 37.9% is used to fund revenue limits and the remaining 62.1% is 
used to fund special education.
Each year, the CDE calculates a revenue limit for COEs and subtracts the amount of property taxes available to fund revenue limits. If the calculation results in a negative number, the COE does not receive state-aid for revenue limits. In this case, Santa Clara COE has excess taxes and EC Section 2558 requires the COE to restrict that amount of funds as unavailable for use and to report that amount as local property tax receipts in the next fiscal year. The CDE may instruct the COE to reallocate the money to fund county-operated Regional Occupational Centers and Programs (ROC/P), if applicable, pursuant to EC Section 52335.3. 
Assuming that, after funding revenue limits and ROC/Ps, Santa Clara has $6.5 million in excess taxes in 2009-10, $2.5 million (37.9% of $6.5 million) will be available to fund revenue limits and $4 million (62.1% of the $6.5 million) will be available to fund special education in the 2010-11 fiscal year. 
Although it is unlikely that the $2.5 million will reduce state aid (Santa Clara will likely have excess taxes again), the $4 million will reduce the amount the state must provide for special education. If the waiver is approved, the $4 million will not be available for special education and the state’s obligation to fund that program will increase by that amount. 
The diagram on page 3 of 4 illustrates the above analysis. 
Based on the county’s estimate of excess taxes, approval of this waiver would result in approximately $4 million in increased costs to the state in the 2010-11 fiscal year and an indeterminable amount in the 2011-12 fiscal year. 
Therefore, the CDE recommends denial, pursuant to California EC Section 33051(a)(6). The request would substantially increase state costs.
	SUMMARY OF KEY ISSUES (Cont.)
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Demographic Information: Santa Clara County Office of Education provides direct services to approximately 23,200 students, indirect services to approximately 58,700 students, and is located in the San Francisco Bay Area. 
Authority for Waiver: EC Section 33050

Period of request: July 1, 2009, to June 30, 2011
Local board approval date(s): October 21, 2009
Public hearing held on date(s): October 21, 2009
Bargaining unit(s) consulted on date(s): Association of County Educators - October 15, 2009, Service Employees International Union - October 6, 2009  
Name of bargaining unit/representative(s) consulted: 
Association of County Educators, April Carlson, ACE-California Teachers Association President and Leadership Team
Service Employees International Union, Susan Strubbe, SEIU Director, Local 521 and Leadership Team
Position of bargaining unit(s) (choose only one): 

 FORMCHECKBOX 
  Neutral                        FORMCHECKBOX 
  Support                      FORMCHECKBOX 
  Oppose: 

Comments (if appropriate):

Public hearing advertised by (choose one or more):

 FORMCHECKBOX 
 posting in a newspaper       FORMCHECKBOX 
 posting at each school           FORMCHECKBOX 
 other (specify)
Advisory committee(s) consulted: 
Community Schools-School Site Council

Special Education-School Site Council

Objections raised (choose one):  FORMCHECKBOX 
  None       FORMCHECKBOX 
  Objections are as follows:

Date(s) consulted: Community Schools School Site Council- October 14, 2009
Special Education School Site Council- October 15, 2009
	FISCAL ANALYSIS (AS APPROPRIATE)


Based on the county’s estimate of excess taxes, approval of this waiver would result in approximately $4 million in increased costs to the state in the 2010-11 fiscal year and an indeterminable amount in the 2011-12 fiscal year.
	ATTACHMENT(S)


Attachment 1: General Waiver Request (5 pages) (Original waiver request is signed and on file in the SBE Office or the Waiver Office.)

Revised:  12/23/2009 11:01 AM
Revised:  12/23/2009 11:01 AM

_1322311981.vsd
Company Name


￼



