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	SUBJECT

Appeal from the action of the Santa Clara County Committee on School District Organization to disapprove a transfer of territory from the Campbell Union School District and the Campbell Union High School District to the Santa Clara Unified School District.
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SUMMARY OF THE ISSUE(S)

The Santa Clara County Committee on School District Organization (County Committee)
 took action to disapprove a voter petition to transfer territory from the Campbell Union School District (SD) and the Campbell Union High SD to the Santa Clara Unified SD. The chief petitioners appealed the action to the California State Board of Education (SBE). Pursuant to California Education Code (EC) Section 35710.5(c), the SBE “may review the appeal either solely on the administrative record or in conjunction with a public hearing.” The SBE also “may reverse or modify the action of the County Committee in any manner consistent with law.” If the SBE reverses the action of the County Committee, it must set the area in which the local election to approve the territory transfer will be conducted.
RECOMMENDATION

The California Department of Education recommends that the SBE: (1) review the appeal in conjunction with a public hearing and (2) affirm the action of the County Committee to disapprove the transfer of territory from the Campbell Union SD and the Campbell Union High SD to the Santa Clara Unified SD. 
BRIEF HISTORY OF KEY ISSUES

The territory proposed for transfer (Pruneridge neighborhood) contains 599 parcels and is located in the Campbell Union SD and the Campbell Union High SD, although it is part of the city of Santa Clara. Voters from the neighborhood submitted a signed petition to the County Committee requesting that their neighborhood be transferred to the Santa Clara Unified SD. The petition cited the following two reasons to support the transfer:

· Desire for full access to, and participation in, city of Santa Clara youth programs that are aligned with the Santa Clara Unified SD; and 

· Concerns about the distance between the Pruneridge neighborhood and Campbell schools and safety of students going to and from the schools.  
The governing boards of the Campbell school districts adopted resolutions in opposition to the transfer primarily due to potential funding losses, loss of assessed valuation (AV) that could threaten the districts’ basic aid status, and the lack of any verifiable reasons to support the transfer. Although the administration of the Santa Clara Unified SD recommended that the governing board of the district adopt a similar resolution opposing the transfer, the board voted against the recommendation and expressed support for the transfer during public meetings on the proposal. 

The County Committee is required to examine nine minimum threshold conditions (pursuant to EC Section 35753) before it takes action on a territory transfer proposal. The County Committee may not approve a territory transfer if it finds that any of these minimum conditions are not substantially met (EC Section 35710). The County Committee has the discretion, but not the obligation, to approve a transfer if it finds that all nine conditions are substantially met. Under these circumstances, it must find a local educational need or concern (EC Section 35500) to justify approval of the transfer.  
The County Committee determined that three of the nine conditions were not substantially met: (1) “Community identity” because the Pruneridge neighborhood does not have any unique community identity issues that justify the transfer, (2) “Increased State Costs” because the transfer would remove property tax revenue from the Campbell districts, thus potentially moving the districts out of basic aid status and require the state to increase state aid funding to the districts, and (3) “Fiscal Status” because the transfer would result in a significant loss of funding for the Campbell districts. Since the County Committee found at least one of the conditions not substantially met, it was required to disapprove the territory transfer and did so on a unanimous vote. 

The petitioners, under the provisions of EC Section 35710.5, are appealing this disapproval to the SBE. In their appeal, petitioners argue that the three conditions that the County Committee determined were not met are, in fact, substantially met.

The CDE agrees with petitioners that all nine EC Section 35753 conditions are substantially met. However, the CDE does not find a compelling reason to overturn the County Committee’s action to disapprove the transfer. The reasons provided in the petition (full participation in city of Santa Clara activities, increased distances and decreased safety in traveling to Campbell schools) were directly refuted by County Committee members during their deliberations. The County Committee made it clear that there were no compelling reasons to approve the transfer. The CDE agrees with the County Committee on this point.
Moreover, the CDE has two other concerns regarding the circumstances surrounding the transfer. First, the general issue raised by the petitioners reflects concern with the fact that school district boundaries and city boundaries do not match. The CDE does not believe that it is appropriate to address a general issue like this through “piecemeal” action. If this boundary mismatch is truly a local concern, then local agencies should take actions to examine the overall impact of addressing the concern.
Second, the CDE questions the appropriateness of state involvement at this time when it appears that local alternatives exist for addressing specific concerns of the Pruneridge neighborhood and the affected school districts. The Santa Clara Unified SD governing board supports the concept of students from the Pruneridge neighborhood attending the district’s schools but, since the district is basic aid, it does not approve interdistrict transfer agreements, which would allow students to attend the schools. 
A primary concern of the Campbell school districts (also basic aid districts) is a loss of property tax revenue due to the transfer of AV. However, since the districts are basic aid, Revenue and Taxation Code Section 99(i) allows the affected districts to enter into an agreement under which all or part of the property tax revenue from the transferred territory stays with the Campbell school districts. Thus, the governing boards of the affected school districts have options to address the issues involved in this appeal—either individually or through negotiation with one other.

The CDE finds no reason in the appeal, the county administrative record, or its own analysis of the issues, to overturn the action of the County Committee to disapprove the transfer of the territory from the Campbell Union SD and the Campbell Union High SD to the Santa Clara Unified SD.
SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION

The SBE has not considered any matters related to this territory transfer proposal.
FISCAL ANALYSIS (AS APPROPRIATE)

If the SBE reverses the County Committee’s action, the Santa Clara County Office of Education will incur the cost of the election held to approve the transfer.

ATTACHMENT(S)

Attachment 1: Analysis and Recommendations (22 pages)

Review of the Administrative Record
Appeal from a Decision of the 
Santa Clara County Committee on School District Organization to 

Disapprove a Transfer of Territory from the 
Campbell Union School District and the Campbell Union High School District

to the Santa Clara Unified School District

1.0 RECOMMENDATION

The California Department of Education (CDE) recommends that the California State Board of Education (SBE) (1) review the appeal on the administrative record in conjunction with a public hearing and (2) affirm the action of the Santa Clara County Committee on School District Organization (County Committee) to disapprove a territory transfer from the Campbell Union School District (SD) and the Campbell Union High SD to the Santa Clara Unified SD.
2.0 BACKGROUND
The territory proposed for transfer (Pruneridge neighborhood) contains 599 parcels and is located in the Campbell Union SD and the Campbell Union High SD, although it is part of the city of Santa Clara. This neighborhood, in addition to being in the Campbell school districts and adjacent to Santa Clara Unified SD, is in close proximity to the Cupertino Union SD, the Fremont Union High SD, and the San Jose Unified SD (see Figure 1).

The mismatch between city and school district boundaries is a common occurrence in Santa Clara County, as well as statewide. Campbell Union SD, in addition to serving portions of the cities of Campbell and Santa Clara, also serves students from the Los Gatos, Monte Sereno, San Jose, and Saratoga communities. The Santa Clara Unified SD, which contains a majority of the city of Santa Clara, also contains portions of the cities of Cupertino, San Jose, and Sunnyvale (see Figure 2). 

A petition to transfer the Pruneridge neighborhood from the Campbell Union SD and the Campbell Union High SD to the Santa Clara Unified SD was signed by at least 25 percent of the registered voters residing in that neighborhood. The Santa Clara County Superintendent of Schools (County Superintendent) determined that the petition was “sufficient and signed as required by law” and transmitted it to the County Committee (California Education Code [EC] Section 35704).
 
Figure 1: School Districts near the Pruneridge Neighborhood
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Source: United States Census Bureau, California 2010 Census School District Reference Maps http://www.census.gov/geo/maps-data/maps/2010ref/st06_sch_dist.html 
Figure 2: Cities in Santa Clara Unified SD
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Source: United States Census Bureau, California 2010 Census School District Reference Maps http://www.census.gov/geo/maps-data/maps/2010ref/st06_sch_dist.html 
3.0 ACTIONS OF THE COUNTY COMMITTEE

The County Committee held two public hearings for the proposed transfer of territory—one on January 30, 2013, within the boundaries of the Santa Clara Unified SD, and one on March 6, 2013, within the boundaries of the Campbell Union SD and the Campbell Union High SD. The County Committee also considered information from the affected school districts and petitioners at a special meeting held on May 20, 2013. 

Under the California Education Code, the County Committee had the following options after holding the public hearings:

· If the County Committee determined that all nine conditions of EC Section 35753(a) are substantially met, it could approve the petition (though not required to do so), and would then notify the County Superintendent to call an election on the proposed transfer (an election is required when an affected district opposes an approved transfer of territory petition).

· The County Committee could disapprove the petition to transfer territory for other concerns even if it determines that all conditions in subdivision (a) of EC Section 35753 have been met.
· If the County Committee determined that all nine conditions of EC Section 35753(a) are not substantially met, it would be required to disapprove the petition to transfer territory.

The County Committee found that three of nine EC Section 35753(a) conditions were not substantially met and voted unanimously to disapprove the territory transfer. 

Chief petitioners or affected school districts may appeal County Committee actions on territory transfers for issues of noncompliance with the provisions of EC sections 35705, 35706, 35709, 35710, and 35753(a). The chief petitioners submitted such an appeal to the County Superintendent. The County Superintendent subsequently transmitted the appeal, along with the complete administrative record of the County Committee action, to the SBE.

4.0
PETITIONERS REASONS FOR TERRITORY TRANSFER

Petitioners primarily cite community identity issues as reasons for requesting the territory transfer. The petition identified the following two reasons:
· The petitioners desire full access to, and participation in, city of Santa Clara youth programs that are aligned with the Santa Clara Unified SD. Although all city of Santa Clara youth are eligible to participate in the programs, the petitioners note that students in the Pruneridge neighborhood are less likely to participate because most of their school friends do not live in Santa Clara, the Campbell schools do not promote the city of Santa Clara programs, and Campbell school identification cards sometimes are not sufficient for participation.

· Santa Clara Unified SD schools are closer to the neighborhood and the routes used to travel to and from the schools are safer.
5.0
POSITIONS OF AFFECTED SCHOOL DISTRICTS
The governing boards of the Campbell Union SD and the Campbell Union High SD oppose the proposed transfer of territory. Although administrative staff of the Santa Clara Unified SD recommended that the governing board oppose the transfer, members of the board voted not to accept that recommendation. 
5.1 Campbell Union SD
Staff for the Campbell Union SD provided the following reasons for district opposition to the transfer:

· The district serves multiple municipalities, including the city of Santa Clara, which is common for districts in the area.
· The transfer of the territory and the students will result in a loss of $1.7 million to the district.
· Funding losses could move the district out of basic aid status.

· The loss of the assessed valuation (AV) of the territory will have a negative effect on repayment of the district’s general obligation bonds.
5.2 Campbell Union High SD

Staff for the Campbell Union High SD provided the following reasons for district opposition to the transfer:

· The district serves six municipalities, including the city of Santa Clara, which is common for districts in the area.

· The transfer of the territory and the students will result in a loss of $800,000 to the district.

· Approval of the transfer could set a precedent for removing other territory from the district.

· The transfer may significantly increase the property values of the petitioners.
· A piecemeal approach to resolving boundary issues is not appropriate and is an obstacle to the district’s long-range planning.

· While the district hears the concerns of the petitioners regarding travel and safety, it is unaware of any injuries sustained by students traveling to and from its schools.

5.3 Santa Clara Unified SD

Administrative staff for the Santa Clara Unified SD recommended that the governing board adopt a resolution opposing the transfer, citing the following concerns:
· The district’s schools are overcrowded and cannot house the students without incurring significant costs. 

· Approval of the transfer could set a precedent for other communities seeking transfers into the district.

· The transfer is designed to significantly increase the property values of the petitioners.

· The transfer may have negative effects on the basic aid status of the district.

Although district administration recommended that the governing board oppose the transfer, the board did not adopt the resolution. The board president, during public hearings on the proposed transfer, noted the following reasons for the board’s six to one vote to not adopt the resolution:

· Board members, who live in the city of Santa Clara and understand the petitioners’ situation, view the transfer as a way to “right a wrong.”
· Board members believe there is a safety issue in travelling to schools in the Campbell districts.

· The board values having school district boundaries aligned with city boundaries.

· The district has the facilities to handle the additional students.

6.0 REASONS FOR THE APPEAL
Chief petitioners or school districts, pursuant to EC Section 35710.5, may appeal a County Committee decision on territory transfers for issues of noncompliance with the provisions of EC sections 35705, 35706, 35709, and 35710. 

The chief petitioners base their appeal on the claim that the County Committee improperly applied EC Section 35753 criteria, specifically as they relate to the “Community Identity,” “Increased State Costs,” and “Fiscal Impact” conditions. Specific concerns from the appeal regarding these conditions will be addressed as part of the discussion in Section 7.0.
7.0 CDE RESPONSES TO THE APPEAL
The issues raised by the appellants are discussed below. County Committee findings as well as the CDE responses to these issues are included.
7.1 EC Section 35753(a)(2): The districts are each organized on the basis of a substantial community identity.

County Office of Education/County Committee Findings

The study prepared for the County Committee by the Santa Clara County Office of Education (COE) finds that this “Community Identity” condition is substantially met. Specifically, the study notes that:
· The area proposed for transfer from the Campbell school districts to the Santa Clara Unified SD is within the city of Santa Clara and homes within the proposed transfer area are similar in “size and architecture” to homes in adjacent Santa Clara Unified SD neighborhoods. 
· The area proposed for transfer is separated from the Campbell school districts by a heavily commercial street (Stevens Creek Boulevard) and an expressway (San Tomas Expressway). 
· Schools of the affected districts are relatively equidistant from the area proposed for transfer. Following is a table, prepared by the COE, showing distance and driving times from the transfer area to relevant schools of the affected districts.
Distances from Pruneridge Neighborhood to Schools
	Schools
	Distance (miles)
	Driving Time (minutes

	Elementary School
	
	

	Lynhaven (Campbell)
	1.7
	5

	Westwood (Santa Clara)

	0.9
	4

	Bowers (Santa Clara)
	3.5
	9

	Middle Schools
	
	

	Monroe (Campbell)
	1.8
	6

	Buchser (Santa Clara)
	2.3
	7

	High Schools
	
	

	Del Mar (Campbell)
	2.9
	9

	Santa Clara (Santa Clara)
	2.8
	9


Source: Santa Clara County Office of Education
The Santa Clara COE recommended that this “Community Identity” condition is met by the proposed transfer of territory. Despite this recommendation, eight of the 11 County Committee members voted that the condition is not substantially met.

Individually, the County Committee members expressed numerous concerns, including the following, to justify their votes.

· There is no requirement that city boundaries match school district boundaries. Like most districts in the county, Santa Clara Unified SD serves multiple communities. The argument that residency in a particular city justifies attendance in the corresponding school district serves to marginalize students in the district who reside in other communities.

· Both the Campbell and the Santa Clara districts are crisscrossed with highways and major arterial streets. Every area of Santa Clara Unified SD is separated from other district territory by these roads, so the argument that the transfer area is separated (and, thus, isolated) from the Campbell school districts does not make sense when the larger picture is considered.
· Both the Campbell Union SD and the Santa Clara Unified SD provide busing services. However, the annual cost for two students to be bused in Campbell Union SD is $280 while the annual cost in Santa Clara Unified SD is $660. Transferring the territory would significantly increase costs for those families dependent upon school busing.
· Students in the neighborhood are not prohibited from participating in city of Santa Clara recreational activities or community events, or using city facilities (e.g., library). The majority of their school friends are from the Campbell school districts so students make a choice to participate with their friends.
Because of these concerns, the County Committee voted to find that this “community identity” condition is not substantially met.

Petitioner Appeal
The petitioners state the following regarding community identity in their appeal of the County Committee’s action:
· Petitioners previously had submitted a territory transfer petition (in 2010). At that time, the County Committee determined that the “Community Identity” condition was substantially met (although the County Committee subsequently disapproved the petition).

· Families in the community, who can afford it, enroll their students in private schools in part because the Campbell school districts provide no sense of community identity for the Pruneridge neighborhood.
· Although it is true that the districts serve residents from multiple cities, the Pruneridge neighborhood represents a unique situation because (1) the neighborhood was annexed to the city of Santa Clara in 1961; (2) traffic on the commercial thoroughfares and highways in the vicinity has increased; and (3) the Campbell school districts closed nearby schools between 1972 and 1991.

· Students residing in the city of Santa Clara represent less than one percent of the student population in the Campbell schools. There is no city of Santa Clara resident on either Campbell school district governing board.

· There is no outreach from the Campbell school districts to the residents of the city of Santa Clara regarding youth-related activities and concerns.

· Because city and school district boundaries do not match, political campaigns are confused regarding the Pruneridge neighborhood’s identity.

· Schools of Santa Clara Unified SD are closer to the Pruneridge neighborhood—and travel to and from these schools is safer. 

CDE Response

The CDE agrees with the Santa Clara COE findings and recommendation that the “Community Identity” condition is substantially met regarding the proposed transfer of the Pruneridge neighborhood. Thus, the CDE disagrees with the County Committee vote that the condition “is not substantially met.” 
EC Section 35753(a)(2) requires the County Committee to determine if, after a proposed reorganization, affected districts would be “organized on the basis of a substantial community identity.” Based on a review of the meeting transcripts, it appears to the CDE that most, if not all, of the County Committee stated reasons for voting as they did represent a rejection of the petitioners’ community identity rationale for proposing the territory transfer (see Section 4.0 above). Petitioners argue that the Pruneridge neighborhood lacks a sense of community identity with the Campbell districts—the County Committee focus in its deliberations was on rejecting those arguments and not on determining if community identity would be maintained if the transfer would be approved. Thus, the County Committee vote reflects a finding that community identity is not a compelling reason for the territory transfer rather than a finding that the territory transfer will negatively affect the community identity of the districts (which is the basis of the “Community Identity” condition). 

In summary, the CDE agrees with the Santa Clara COE recommendation that all affected districts will be organized based on a substantial community identity if that transfer of the Pruneridge neighborhood is approved. However, the CDE also agrees with the County Committee that the issues of community identity raised by the petitioners do not constitute a compelling reason to approve the transfer. Additional discussion of this “compelling reason” issue will be provided later (in Section 7.5).
7.2 EC Section 35753(a)(5): Any increase in costs to the state as a result of the proposed reorganization will be insignificant and otherwise incidental to the reorganization.
County Office of Education/County Committee Findings

The study prepared for the County Committee by the Santa Clara COE contains the recommendation that this “Increased State Costs” condition is not substantially met. The Santa Clara COE’s rationale for this recommendation is that the proposed territory transfer would remove approximately two percent of the assessed valuation (AV) from the Campbell Union SD, which is significant enough to threaten that district’s basic aid status.
 If the district did move from basic aid status, the state would be required to provide state aid funding for the district. Although not directly stated in the Santa Clara COE study, the implication is that Campbell Union SD’s loss of basic aid status would significantly increase state costs. The Santa Clara COE study did not have a similar concern for the Campbell Union High SD since that district was more strongly in basic aid status.
The County Committee unanimously voted that this condition was not substantially met. 

Petitioner Appeal

The petitioners note, in their appeal, that the Campbell Union SD’s basic aid status is (and has been) tenuous. In recent years, the district has not been solidly in basic aid status and actually reverted to revenue limit funding for the 2010–11 and 2011–12 fiscal years. Petitioners further argue that the state actually would save money if the Campbell Union SD did drop out of basic aid status since the students from the Pruneridge neighborhood would attend Santa Clara Unified SD (also a basic aid district) and the state would not have to provide per student state-funding for them. 
CDE Response

The COE has calculated that the Campbell Union SD will lose approximately 2.4 percent of its AV (and, subsequently, 2.4 percent of its property tax revenue) if the Pruneridge neighborhood is transferred (the Campbell Union High SD would lose slightly more than one percent). In the 2014–15 fiscal year (the most recent year that data is available), local property tax revenue for the Campbell Union SD had increased almost 12 percent since the time the County Committee considered this territory transfer—student enrollment level in the district has remained relatively flat over this period (declining by 61 students). Analysis by the CDE indicates that the projected loss of AV from the Pruneridge neighborhood coupled with the recent growth in AV districtwide would not move either Campbell district out of basic aid status. 
Moreover, there is no certainty at this time that the territory transfer would result in the loss of all or any of the property tax revenue for the Campbell districts. EC Section 35566 states that “exchanges of property tax revenues between school districts as a result of reorganization shall be determined pursuant to subdivision (i) of Section 99 of the Revenue and Taxation Code” if at least one of the affected districts is a basic aid district. This subdivision provides that the affected governing boards negotiate the exchange in tax revenue, and, if they are unable to do so, the county board of education determines the amount of property tax revenue to be exchanged (if any). Thus, exchanges of property tax revenue involving basic aid districts are matters for local consideration and determination. If the affected districts are unable to negotiate a mutually agreeable exchange, the county board of education will determine an exchange that is in the best interests of the affected districts and all students in those districts. Neither the SBE nor the CDE has any role to play in determining this exchange.
Regardless, even if the district was moved out of basic aid status by the territory transfer and all property tax revenue transferred to the Santa Clara Unified SD, a 2.4 percent loss of AV for the Campbell Union SD would not translate into a significant increase in state costs.
The CDE determines that this “Increased State Costs” condition is substantially met by the proposed transfer of territory.

7.3 EC Section 35753(a)(9): The proposed reorganization will continue to promote sound fiscal management and not cause a substantial negative effect on the fiscal status of the proposed district or any existing district affected by the proposed reorganization.
County Office of Education/County Committee Findings

The study prepared for the County Committee by the Santa Clara COE finds that this “Fiscal Status” condition is not substantially met due to:
· Loss of approximately $1 million in supplemental charter school funding for Campbell Union SD due to a loss of average daily attendance (ADA) from the students of the Pruneridge neighborhood.
· Campbell Union SD tax revenue loss of approximately $935,000 (2012–13 year), which is expected to move the district out of basic aid status.

The County Committee agreed with the Santa Clara COE recommendation, voting 10 to one that this condition is not substantially met. 

Petitioner Appeal

Petitioners question the accuracy of the $1 million loss in supplemental charter school funding for Campbell Union SD, noting that this value reflects funding over $15,000 per student and is much higher than values cited by the district previously. In addition to previous claims (Section 7.2) that the Campbell Union SD’s basic aid status is (and has been) tenuous, petitioners note that the two percent loss in AV to the district as a result of the transfer of the Pruneridge neighborhood would not be the factor that would move the Campbell Union SD out of basic aid status. 
CDE Response

According to current year Fiscal Interim Status Report, none of the three affected school districts have received a “Qualified” or “Negative” certification. Thus, the County Superintendent has determined that the districts will meet their financial obligations for the current and two subsequent fiscal years. Within that context, the CDE reviewed the concerns raised by the Santa Clara COE and the County Committee regarding the fiscal effect of the proposed territory transfer on the Campbell school districts (particularly the Campbell Union SD). 
The Santa Clara COE found that the Campbell Union SD would lose approximately $1 million in supplemental charter school funding due to a loss of ADA.
 Due to changes in laws governing supplemental charter funding, the Campbell Union SD no longer receives funding for its charter students that reside within the district; nor will it receive supplemental charter funding if the students become residents of the Santa Clara Unified SD, as that district also is basic aid. Thus, this proposal will not have a substantive effect on the district’s supplemental charter school funding.
The Santa Clara COE further determined that the loss of property tax revenue from the Pruneridge neighborhood could have a negative effect on the basic aid status of the Campbell Union SD (no similar concern was cited for the Campbell Union High SD). According to 2015–16 First Principal (P-1) LCFF calculations for the Campbell Union SD, the district still is in basic aid status by well over $5 million and, in the opinion of the CDE, the transfer of the Pruneridge neighborhood will not have a substantive negative effect on that status. The CDE finds that the Campbell Union High SD is similarly secure in its basic aid status.

Further, as noted in Section 7.2, exchanges of property tax revenue involving basic aid districts are matters for local consideration and determination. If the affected districts are unable to negotiate a mutually agreeable exchange, the county board of education will determine an exchange that is in the best interests of the districts and all students. Neither the SBE nor the CDE has any role to play in such determination.

Regardless, even if all property taxes collected from the Pruneridge neighborhood did accrue to the Santa Clara Unified SD, the CDE does not see a substantial negative fiscal effect on either Campbell school district. From CDE’s analysis, neither district would move out of basic aid status.

Because the Local Control Funding Formula (LCFF) was enacted subsequent to County Committee review of territory transfer proposal, the CDE also analyzed the effects of the proposed transfer on LCFF funding.

The public school students from the Pruneridge neighborhood attend Campbell Union SD’s Lynhaven Elementary and Monroe Middle schools, which are both charter schools. The CDE calculates that, if the Pruneridge neighborhood became part of the Santa Clara Unified SD, the charter school LCFF Target Entitlement for the two Campbell Union SD schools would be reduced by about $450,000 (based on 2015–16 funding levels). Additionally, transfer of the territory would result in an annual loss to the Campbell Union SD of approximately $30,000 in parcel tax revenue (due to a $49 per parcel tax approved by voters in 2015).
CDE notes that the Santa Clara COE, in its analysis, only considered the loss of funding to the districts and did not consider the reduction of expenses to educate the transferred students. EC Section 41372 requires that a “current expense of education” for each school district be calculated based on information submitted to the CDE by the district.
 The most recent “current expense” data available (2014–15) for the Campbell Union SD (which includes expenditures of its charter schools) is $9,978 per ADA. The district provided information indicating that 57 kindergarten through eighth grade students from the Pruneridge neighborhood attended Campbell Union SD schools in the 2014–15 school-year. Thus, there is an estimated annual expense of educating these students of almost $570,000 for the Campbell Union SD.

The CDE does not see any support for the argument that the potential annual loss of funding, coupled with the reduction in the expenses of education, will result in a substantial negative effect on a financially healthy district like the Campbell Union SD. Although the Santa Clara COE did not note any significant financial concerns for the Campbell Union High SD, the CDE completed a similar analysis for that district and came to an identical conclusion ($280,000 loss in LCFF Transition Entitlement as of 2015–16 P1; $51,000 annual reduction in parcel tax revenue [$85 per parcel]; and reduction in “current expense” to educate the 31 high school students in the transferred territory of approximately $330,000 [at $10,641 per ADA]).
Given the above considerations, the CDE disagrees with the finding of the County Committee that the proposed transfer of territory will have substantial negative fiscal effects on the Campbell Union SD. The CDE determines that this fiscal condition is substantially met.

7.4 Comparisons of Students in Affected Districts and Schools
Other than a concern raised by the Campbell Union High SD regarding petitioner motivation for the transfer due to a higher percentage of Hispanic/Latino students at Del Mar High School as compared to Santa Clara High School, the characteristics of the student populations in the districts and the respective schools in those districts were not a subject of much discussion during local consideration of the territory transfer. The CDE did not fully analyze these issues since they were not concerns raised by the County Committee during local review or by the petitioners in the appeal. However, the CDE believes that understanding the characteristics of the student populations often is helpful to SBE members when considering district reorganization issues. Select comparisons are provided in the tables below.
The first table (provided below) depicts the percentages of students in racial/ethnic categories for the affected school districts and schools. As noted previously in Section 7.1, two elementary schools are listed for the Santa Clara Unified SD—Westwood School, which is the geographically closest school to the Pruneridge neighborhood, and Bowers School, which is the school that Santa Clara Unified has indicated students from the neighborhood would attend due to overcrowding conditions at Westwood.

2014–15 Percentages in Racial/Ethnic Groups*
	Districts
	Asian
	Filipino
	Hispanic/ Latino
	White
	Other

	Campbell Union SD
	12.4%
	2.5%
	49.6%
	26.4%
	9.1%

	Campbell Union High SD
	12.6%
	2.3%
	35.2%
	40.6%
	9.3%

	Santa Clara Unified SD
	25.1%
	7.7%
	36.5%
	21.5%
	9.1%

	Elementary Schools

	Lynhaven (Campbell)
	9.0%
	4.6%
	58.7%
	16.1%
	11.5%

	Westwood (Santa Clara)
	11.3%
	4.3%
	42.6%
	28.6%
	13.2%

	Bowers (Santa Clara)
	20.5%
	7.0%
	49.8%
	14.4%
	8.3%

	Middle Schools

	Monroe (Campbell)
	7.0%
	3.0%
	64.7%
	17.4%
	7.9%

	Buchser (Santa Clara)
	11.2%
	14.0%
	39.5%
	25.7%
	9.7%

	High Schools

	Del Mar (Campbell)
	6.2%
	3.2%
	63.5%
	18.3%
	8.8%

	Santa Clara (Santa Clara)
	15.9%
	12.2%
	35.3%
	26.1%
	10.4%


Source: California Longitudinal Pupil Achievement Data System (CALPADS)

* Percentages calculated after removing “No response” data
The next table provides the percentages of students in the affected school districts and schools who are English Learners and also the percentages of students who are enrolled in the Free/Reduced Price Meal (FRPM) program, which often is used as a proxy measure for socio-economic status.
2014–15 Percentages of FRPM Participants and English Learners
	Districts
	Free/Reduced Price Meal Program
	English Learners

	Campbell Union SD
	46.8%
	29.1%

	Campbell Union High SD
	20.7%
	10.0%

	Santa Clara Unified SD
	40.6%
	28.2%

	Elementary Schools

	Lynhaven (Campbell)
	58.0%
	41.8%

	Westwood (Santa Clara)
	38.6%
	24.2%

	Bowers (Santa Clara)
	62.1%
	49.8%

	Middle Schools

	Monroe (Campbell)
	58.9%
	18.4%

	Buchser (Santa Clara)
	48.4%
	18.9%

	High Schools

	Del Mar (Campbell)
	34.2%
	18.4%

	Santa Clara (Santa Clara)
	40.0%
	12.5%


Source: California Longitudinal Pupil Achievement Data System (CALPADS)
Finally, the most recent (2013) Academic Performance Index (API) Growth scores are displayed in the table below:
2013 API Growth Scores
	Districts/Schools
	API

	Campbell Union SD
	843

	Lynhaven Elementary
	808

	Monroe Middle
	784

	Campbell Union High SD 
	784

	Del Mar High
	694

	Santa Clara Unified SD
	813

	Bowers Elementary
	788

	Westwood Elementary
	814

	Buchser Middle
	804

	Santa Clara High
	782


Source: California Longitudinal Pupil Achievement 
              Data System (CALPADS)

As noted previously, two Santa Clara Unified SD elementary schools are included: Westwood, which is the school geographically closest to the Pruneridge neighborhood, and Bowers, which is the school elementary students from the neighborhood would be assigned because Westwood is overcrowded.
7.5 Summary

After reviewing the appellants’ claims, transcripts of public meetings, the Santa Clara COE study, and County Committee actions; and conducting its own analyses of the issues, the CDE recommends that all nine of the threshold conditions contained in EC Section 35753(a) are substantially met. Thus, if the SBE agrees with this recommendation, it can consider overturning the County Committee’s action to disapprove the transfer of the Pruneridge neighborhood if it determines that a compelling “local educational need or concern” (EC Section 35500) to transfer the territory exists. 

The only local educational needs or concerns cited by the petitioners to support that transfer are related to “community identity” issues. Specifically, the petitioners noted the following reasons to request the transfer:

· Desire for full access to, and participation in, city of Santa Clara youth programs that are aligned with the Santa Clara Unified SD; and 

· Concerns about the distance between the Pruneridge neighborhood and Campbell schools and safety of students going to and from the schools.  

However, the County Committee found no support for these concerns. The County Committee noted that all city of Santa Clara youth (regardless of school district) are eligible to participate in the city of Santa Clara programs. The petitioners do not dispute this observation but note that students in the Pruneridge neighborhood are less likely to participate because most of their school friends attend schools in the Campbell districts and do not live in the city of Santa Clara. Thus, in the opinion of the CDE, there is nothing to prevent students from fully participating in the city of Santa Clara programs.
Regarding the petitioners’ concern that schools in the Santa Clara Unified SD are closer to the Pruneridge neighborhood (see Section 7.1), information presented by the Santa Clara COE provides no support for this claim—nor was there any evidence provided by petitioners, the Santa Clara COE, or the County Committee to document safety concerns with travel to and from schools in the Campbell districts.

Moreover, County Committee actions and discussions by its members directly refute the notion that community identity is a compelling reason to approve the territory transfer. The County Committee notes that the “community identity” issues raised by petitioners are not unique to other cities and school districts in the county, specifically noting that:

· All portions of Santa Clara Unified SD are separated from other areas of the district by busy commercial streets, state highways, and expressways…that is the nature of residing in an urban area.

· School district boundaries and city boundaries do not match anywhere in the county. The Campbell school districts serve multiple municipalities and the Santa Clara Unified SD serves many students from the cities of San Jose and Sunnyvale.
As noted previously (Section 7.1), the CDE agrees with the County Committee that the issues of “community identity” raised by the petitioners do not constitute a compelling reason to approve the transfer. Furthermore, the CDE does not find any other compelling “local educational need or concern” (EC Section 35500) to transfer the territory from the Campbell Union SD and the Campbell Union High SD to the Santa Clara Unified SD.
The CDE also agrees with the Campbell school districts’ concerns that approval of the transfer would establish a precedent for addressing a general issue (i.e., the alignment of school district and city boundaries) in a “piecemeal” fashion. A systematic approach that takes into account the long-term effects on school districts in the area should be employed when addressing any such general concern.
 
Finally, the CDE questions the appropriateness of state involvement with this matter at the present time when local alternatives still exist for addressing the specific concerns of the Pruneridge neighborhood and the affected school districts. Specifically, the CDE notes the following:
· Although the Santa Clara Unified SD administration recommended that the governing board adopt a resolution in opposition to the transfer, the board voted to reject the staff recommendation and stated in public testimony that, in doing so, it wanted to “right a wrong” by allowing students in the neighborhood to attend schools in the district. These statements indicated that the board (1) agreed with petitioners that there was a safety issue involved in traveling to the Campbell districts’ schools and (2) the board valued having school district boundaries align with city boundaries. However, since Santa Clara Unified SD is a basic aid district, the governing board will not approve interdistrict transfers to allow the students in the area to attend schools in the district.
· Revenue and Taxation Code Section 99(i) allows the affected districts to enter into an agreement under which all or part of the property tax revenue from the transferred territory stays with the Campbell school districts. Under such an agreement, the transferred area would add parcel tax revenue to the Santa Clara Unified SD while addressing a primary concern of the Campbell districts—the loss of property tax revenue.  

Given the above issues, the governing boards of the affected school districts have options to address the issues involved in this appeal—either individually or through negotiation with one another.

The CDE finds no reason in the appeal, the county administrative record, or its own analysis of the issues, to overturn the action of the County Committee to disapprove the transfer of the territory from the Campbell Union SD and the Campbell Union High SD to the Santa Clara Unified SD.

8.0 PLANS AND RECOMMENDATIONS FOR THE PROPOSAL
EC Sections 35730 to 35738 describe certain provisions that must either be included by the SBE in a proposal to reorganize school districts or that may be included or amended by the SBE. The provisions only need to be included if the SBE reverses the County Committee action to disapprove the territory transfer. The following subsections address these provisions in the event the territory transfer is approved through SBE action.
8.1
Election Area

Determination of the area in which the election for a reorganization proposal will be held is one of the provisions under EC Article 3 (commencing with Section 35730) of Chapter 4 of Part 21 of Division 3 that the SBE may add or amend. EC Section 35710.5(c) also indicates that, following the review of an appeal, if the petition will be sent to an election, the SBE must determine the area of election.

The plans and recommendations to reorganize districts may specify an area of election, but specification of an election area is not required (EC Section 35732). If a plan does not specify the area of election, the statute specifies that “the election shall be held only in the territory proposed for reorganization.” The County Committee did not take any action to establish the area of election since it disapproved the proposed transfer of the Pruneridge neighborhood. 
In establishing the area of election, the CDE and SBE follow the legal precedent set by the California Supreme Court in Board of Supervisors of Sacramento County, et al. v. Local Agency Formation Commission (1992) 3 Cal. 4th 903 (the “LAFCO” decision). LAFCO holds that elections may be confined to within the boundaries of the territory proposed for reorganization (the “default” area), provided there is a rational basis for doing so. LAFCO requires we examine: (1) the public policy reasons for holding a reorganization election within the boundaries specified, and (2) whether there is a genuine difference in the relevant interests of the groups that the election plan creates (in the current reorganization, the analysis examines the interests of voters in the territory to be transferred from the Campbell school district, those that will remain in the Campbell school districts, and those in the districts that would receive the territory—the Santa Clara Unified SD). 
The reduced voting area must have a fair relationship to a legitimate public purpose. State policy favors procedures that promote orderly school district reorganization statewide in a manner that allows for planned, orderly community-based school systems that adequately address transportation, curriculum, faculty, and administration.
The primary issue (other than the issues of community identity and financial effect, for which the CDE already has determined there exists no significant effect on any affected district) is the loss of AV from the Campbell school districts and the resultant increase in the obligations of existing bonded indebtedness to property owners in the remaining territory of the districts should the Pruneridge neighborhood transfer be approved. According to information provided by the Santa Clara COE, the AV of the Pruneridge neighborhood represents approximately 2.4 percent of the AV of the Campbell Union SD and 1.1 percent of the AV of the Campbell Union High SD. Loss of the AV of the Pruneridge neighborhood would result in shifting the bond obligation of the property owners from the Pruneridge neighborhood to property owners remaining in the Campbell districts (See Section 8.3 for SBE options to address such a shift in bond obligation). 
The Campbell school districts argue that shifting this financial responsibility to the remaining property owners will be a financial burden on these owners. However, voters in the elections for the bond measures were aware of the estimated tax rates that would be levied to fund the bond, as well as factors that could affect future tax rates. Election statements provided the expected tax rates along with the estimated highest tax rate. The proposed transfer, with the relatively small percentage loss of the districts’ AV, would not significantly increase tax rates for remaining property owners in the districts or cause the tax rate in either district to exceed the highest rate estimated for the voters on the bond issues. Furthermore, voters were provided no expectation that they had veto authority over these allowed variations in the reported tax rates. The tax rate statements described factors that could affect the tax rate, including actual future assessed valuation of property in the district. The statements noted that this assessed valuation will depend upon “the amount and value of taxable property” within the districts. Finally, as noted in Section 7.3, AV in the Campbell districts has increased significantly over the past few years. 
The proposed transfer, in the opinion of the CDE, does not reflect any genuinely different interests between voters in the transfer area and voters in any of the affected school districts. A reduced voting area has a fair relationship to a legitimate public purpose. State policy favors procedures that promote orderly school district reorganization statewide in a manner that allows for planned, orderly, community-based school systems that adequately address transportation, curriculum, faculty, and administration.
Finally, discussion of other judicial activity in this area is warranted. In a case that preceded LAFCO, the California Supreme Court invalidated an SBE reorganization decision that approved an area of election that was limited to the newly unified district. As a result, electors in the entire high school district were entitled to vote (Fullerton Joint Union High School District v. State Board of Education [1982] 32 Cal. 3d 779 [Fullerton]). The Fullerton court applied strict scrutiny and required demonstration of a compelling state interest to justify the exclusion of those portions of the district from which the newly unified district would be formed.

The Fullerton case does not require that the SBE conduct a different analysis than that described above. The LAFCO decision disapproved the Fullerton case, and held that absent invidious discrimination, the rational basis approach to defining the election area applied. In this matter, no discrimination, segregation, or racial impacts are identified. Accordingly, the LAFCO standard and analysis applies.
The Santa Clara COE noted no concerns regarding bonded indebtedness in its report to the County Committee. Nor did the County Committee note any such concerns in its consideration of the EC Section 35753 condition addressing “equitable distribution of obligations,” voting unanimously that the condition was substantially met. The CDE determines that the transfer would not significantly affect the voters outside the Pruneridge neighborhood. Therefore, the CDE recommends that the SBE, should it overturn the County Committee’s action to disapprove the transfer, establish the Pruneridge neighborhood as the election area.
8.2 Local Control Funding Formula Entitlement
EC Section 35735 requires each school district reorganization proposal to contain a computation of the LCFF entitlement for each reorganized school district. Because of the uncertainty of the effective date of the territory transfer if approved and the fact that two of the three affected districts (the Campbell Union High SD and the Santa Clara Unified SD) still are transitioning to their LCFF funding targets, the actual LCFF entitlements for the potential reorganized districts cannot be provided at this time. If the territory transfer is approved and an election is called, the most current information regarding LCFF entitlements will be provided by the County Superintendent in the election “statement of official information and statistics” pursuant to EC Section 35757.

However, the CDE notes that all districts will receive the same LCFF target funding adjusted for student demographic characteristics once LCFF is fully implemented. If approved, the transfer of the Pruneridge neighborhood would require no other special LCFF funding adjustments.
8.3 Division of Property, Funds, and Obligations

A proposal may include a provision for the division of property and obligations of any district whose territory is being partially included in one or more districts (EC Section 35736). The County Committee included no proposal, thus requiring that existing provisions of the EC apply. The CDE recommends that the SBE similarly allow the division of property and obligations to be guided by existing provisions of the EC, which includes the following:

· The transferred territory will drop any liability for the outstanding bonded indebtedness of the Campbell Union SD and the Campbell Union High SD and assume its proportionate share of any bonded indebtedness of the Santa Clara Unified SD (EC Section 35575). Pursuant to EC Section 35738, the SBE may provide for a different method of dividing bonded indebtedness “for the purpose of providing greater equity.”
· Any assets and liabilities (other than real property) shall be divided pro rata based on AV (EC Section 35560).
· Disputes arising from any division of property, funds, or obligations shall be resolved by the affected school districts and the county superintendent of schools through a board of arbitrators. The board shall consist of one person appointed by each district and one by the county superintendent of schools. The written findings and determination of the majority of the board of arbitrators is final, binding, and may not be appealed (EC Section 35565).

9.0 RECOMMENDED ACTION

The CDE recommends that the SBE: (1) review the appeal in conjunction with a public hearing and (2) affirm the action of the County Committee to disapprove the transfer of territory from the Campbell Union SD and the Campbell Union High SD to the Santa Clara Unified SD. 
If the SBE decides against the CDE recommendation and reverses the action of the County Committee, the CDE recommends that it establish the Pruneridge neighborhood as the area of election. The CDE further recommends that, if the SBE reverses the County Committee’s action, it adopt the provisions for division of bonded indebtedness, property, funds, and obligations listed in section 8.3 of this attachment.
� The Santa Clara County Committee comprises 11 members who are elected by representatives of the governing boards of each school district and community college district in the county. Two members are elected from each county supervisorial district and one member is elected at-large.


� A similar petition to transfer this territory was considered by the County Committee in 2010. The County Committee also voted to disapprove that request. However, petitioners did not appeal that action to the SBE.


� Westwood Elementary School is the closest school to the transfer area—however, the Santa Clara Unified SD indicated that school suffers from overcrowding and students from the Pruneridge neighborhood would be assigned to Bowers Elementary School if the transfer is approved. Thus, information for both schools is included in the table.


� A basic aid district is one whose local property taxes meet or exceed its calculated funding allocation. When a district moves out of basic aid status, the state provides state aid funding that, combined with local property tax funding, brings total funding to the level of the calculated allocation.


� Calculations by the Santa Clara COE were prior to LCFF and the changes to statute related to supplemental charter school funding.


� Background information and annual reports for the “current expense for education” of school districts are available on the CDE Web page at � HYPERLINK "http://www.cde.ca.gov/ds/fd/ec/currentexpense.asp" �http://www.cde.ca.gov/ds/fd/ec/currentexpense.asp�. 


� The County Committee conducted such a study in 1997 when considering the effects of aligning school district boundaries along the entire west side of the county.





4/28/2016 10:19 AM
4/28/2016 10:19 AM

