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INITIAL STATEMENT OF REASONS
LOCAL CONTROL FUNDING FORMULA SPENDING REQUIREMENTS FOR SUPPLEMENTAL AND CONCENTRATION GRANTS AND LOCAL CONTROL AND ACCOUNTABILITY PLAN TEMPLATE

INTRODUCTION

Assembly Bill (AB) 97 (Chapter 47, Statutes of 2013), as amended by Senate Bill (SB) 97 (Chapter 357, Statutes of 2013), enacted the Local Control Funding Formula (LCFF). According to the California Department of Finance, the LCFF was designed to address funding inequities and to reform the overly complex and inequitable revenue limit and categorical funding system that allocated state funding to California’s local educational agencies (LEAs) – school districts, county offices of education, and charter schools. The goal of the LCFF is to reduce state bureaucracy and increase flexibility and accountability at the local level so those closest to the pupils can make the decisions and ensure that pupil needs are met. The formula primarily consists of base, supplemental, and concentration grant funding that focuses resources based on an LEA’s pupil demographics.

The funding formula associated with LCFF calls for providing state funding to LEAs based on an equal amount per pupil, with two adjustments, or weights. The first adjustment is based on the grade level of the pupil. The rate for pupils in Kindergarten through grade 3 includes additional funding for grade span adjustments that require, upon full implementation, that LEAs reduce class sizes in such grades to an average of no more than 24 pupils. In addition, the formula is adjusted for pupils in grades 9-12 to reflect higher operating costs as well as a focus on college and career readiness. The second adjustment is based on demographics. The formula provides additional funding in the form of supplemental and concentration amounts based on the unduplicated count of low-income, English learner, and foster youth enrolled by the LEA (unduplicated pupils). For school districts, the formula provides an additional 20 percent of the base amount for each unduplicated pupil; and, when the number of unduplicated pupils exceeds 55 percent of the school district’s enrollment, an additional 50 percent of the base amount for each unduplicated pupil that exceeds 55 percent of enrollment. Different formulas are provided for county offices of education and charter schools.  All LEAs are required to increase or improve services to these unduplicated pupils in proportion to the increase in funds apportioned on that basis.  

In addition to changing the way that funding is provided to LEAs, LCFF also requires LEAs to prepare a Local Control and Accountability Plan (LCAP) prior to the submission of LEA budgets to oversight agencies. LEAs must also prepare and submit an annual update to the LCAP. The LCAP must describe annual goals for each identified state priority, describe specific actions necessary to achieve those goals, and list and describe annual expenditures implementing the specific actions.  The specific priorities are outlined in Education Code sections 52060(d), 52066(d), or 47605(b)(5)(B).
PROBLEM AGENCY INTENDS TO ADDRESS

These regulations are necessary in order for LEAs to successfully implement the LCFF. 
Pursuant to Education Code sections 2574 and 42238.02, in addition to the base grant, an LEA receives a supplemental grant for each unduplicated pupil enrolled. LEAs with a specified percentage of unduplicated pupils receive an additional concentration grant. The law specifies that each LEA is required to expend its supplemental and concentration grants in accordance with the spending regulations adopted by the SBE. Thus, these regulations are necessary in order for LEAs to determine appropriate expenditure of LCFF funds.

Education Code section 52064 requires the SBE to adopt an LCAP template for use by LEAs. These regulations are necessary in order for LEAs to comply with the statutory requirements for adopting the LCAP and the annual update. Education Code sections 52060 and 52064 require school districts and county offices of education to adopt an LCAP by July 1, 2014, using the template adopted by the SBE. Prior to adopting the LCAP, Education Code sections 52062 and 52069 require school districts and county offices of education to present their LCAP to the parent advisory and English learner parent advisory committees, provide public notification, and hold a public hearing before the governing board or county board of education. The governing board and county board of education must then adopt the LCAP at a public meeting which must be held after the public hearing. 
Through this rulemaking process, the SBE proposes to amend the California Code of Regulations, title 5, by adding sections 15494 through 15497 to comply with the requirements of Education Code sections 2574, 42238.02, 42238.07, and 52064.
BENEFITS ANTICIPATED FROM REGULATORY ACTION

The benefit of the proposed regulations is to clarify and make specific provisions of Education Code section 42239.07, which requires an LEA to increase or improve services to unduplicated pupils in proportion to the increase of funds apportioned on the basis of the number and concentration of unduplicated pupils in the LEA.

The proposed regulations provide a template, pursuant to Education Code section 52064, for the LCAP. The template provides explicit direction for LEAs to address LCFF priorities as identified by the state in Education Code sections 52060(d), 52066(d), or 47605(b)(5)(B) for LEAs.

SPECIFIC PURPOSE OF EACH SECTION – GOV. CODE SECTION 11346.2(b)(1)

The specific purpose for each adoption, and the rationale for the determination that each adoption is reasonably necessary to carry out the purpose for which it is proposed, together with a description of the public problem, administrative requirement, or other condition or circumstance that each adoption is intended to address, is as follows:

Proposed section 15494 is added to describe the scope of the regulation and to clarify the applicability of these regulations in support of LCFF local implementation.

Proposed section 15495 is added to define relevant terms that are necessary to provide the regulatory support to LCFF.

Proposed section 15496 is added to provide direction to LEAs regarding how to address the requirement that LEAs demonstrate increased and improved services for unduplicated pupils in proportion to the increase in funds apportioned for supplemental and concentration grants as required by Education Code section 42239.07. This is necessary to describe the methodology and manner by which LEAs will provide evidence of meeting this statutory requirement.
Proposed section 15497 is added to provide LEAs with an LCAP template and annual update template and instructions for completion to document information required in Education Code sections 52060(d), 52061(a), 52064, 52066(d), 52067(a), 47605(b)(5)(B), and 47606(a).
The Introduction Section is added to explain the legal requirements for LEAs in completing the form and to list the state priorities for the LCAP as specified in Education Code sections 52060(d) and 52066(d).

Section 1 of the template is entitled Stakeholder Engagement. This section is necessary to address Education Code sections 52062, 52068, and 47606.5, which specify minimum requirements for stakeholder engagement. Furthermore, this section also aligns to the state priorities specified in Education Code sections 52060(d) and 52066(d) related to stakeholder engagement.

Section 2 of the template is entitled Goals and Progress Indicators. This section is necessary to require the LEA, as required by Education Code sections 52060(c), 52061(a), 52066(c), 52067(a), and 47606.5(a), to describe annual goals, for all pupils and each subgroup of pupils, for each state priority: to include a review of progress towards the goals; and to describe progress anticipated under each goal. In addition, this section is necessary for the LEA to describe in its annual update a review of progress toward each goal as required by Education Code sections 52061(a), 52067(a), and 47606.5(a).
Section 3 of the template is entitled Actions, Services and Expenditures. This section is necessary for the LEA to describe the specific actions to meet the goals identified and to include a listing and description of the expenditures required to implement the specific actions, as required by Education Code sections 47606.5(a), 52060(c), 52061(a), 52064(b), 52066(c), and 52067(a). Education Code section 52064(b) specifies that the template must require the LEA to report a listing and description of the expenditures for the fiscal year to serve all and a listing and description of the expenditures for the fiscal year to serve unduplicated pupils, as defined in Education Code section 42238.01, and pupils redesignated as fluent English proficient, as detailed in Sections 3(A) and 3(B). 
Sections 3(C) and 3(D) require the LEA to demonstrate that is had provided increased or improved services in proportion to the funding apportioned as required by Education Code section 42238.07 and proposed section 15496(a) of these regulations. Section 3(C) requires the LEA to calculate the increase in funds apportioned to the LEA on the basis of the number of unduplicated pupils, describe how the funds were expended, and describe the extent to which funds were expended on a districtwide, schoolwide, countywide, or charterwide basis pursuant to Education Code section 42238.07(a)(2) and proposed section 15496 of these regulations. Section 3(D) requires the LEA to demonstrate how the actions, services, and expenditures have increased or improved services to unduplicated pupils in proportion to the increase in funding apportioned for those pupils.

ECONOMIC IMPACT ANALYSIS PER GOV. CODE SECTION 11346.3(b)

The proposed regulatory action provides instruction to LEAs regarding the expenditure of funds allocated under the LCFF and provides a template for use by LEAs to complete an LCAP and annual update. This regulatory action is required by Education Code section 42238.07 and 52064, as added by AB 97 (Chapter 47, Statutes of 2013), effective July 1, 2013, and as amended by SB 97 (Chapter 357, Statutes of 2013), effective January 1, 2014.
OTHER REQUIRED SHOWINGS – GOV. CODE 11346.2(b)(2)-(4)
Studies, Reports, or Documents Relied Upon – Gov. Code Section 11346.2(b)(2):
The SBE did not rely upon any technical, theoretical, or empirical studies, reports, or documents in proposing the adoption of this regulation.

Reasonable Alternatives Considered Or Agency’s Reasons for Rejecting Those Alternatives – Gov. Code Section 11346.2(b)(3)(A):
No other alternatives were presented to or considered by the SBE.

Reasonable Alternatives That Would Lessen the Impact On Small Businesses – Gov. Code Section 11346.2(b)(3)(B):
The SBE has not identified any alternatives that would lessen any adverse impact on small business.

Evidence Relied Upon To Support the Initial Determination That the Regulations Will Not Have A Significant Adverse Economic Impact on Business – Gov. Code Section 11346.2(b)(6): 
The proposed regulations would not have a significant adverse economic impact on any business.

Analysis Of Whether The Regulations Are An Efficient And Effective Means Of Implementing The Law In The Least Burdensome Manner – Gov. Code Section 11346.3(e)

The regulations have been determined to be the most efficient and effective means of implementing the law in the least burdensome manner.
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