School Finance Basics

The first reality of school finance in California is the sheer size and diversity of the state. The school finance system pays for the education of more than 6 million students in kindergarten through 12th grade. It also supports the salaries of thousands of employees and the construction and maintenance of more than 9,000 public schools. 
Some of those schools have thousands of students and are in large urban areas like Los Angeles and San Jose. Some have fewer than 20 students and are in remote mountain, coastal, and desert communities. State leaders largely control how much money each of California’s nearly 1,000 local school districts receives. Each year the California Legislature and governor determine the amount of state and property tax funding that will go to public education. They do so within the provisions of a 1988 voter-approved constitutional amendment, Proposition 98, which sets a minimum funding level. State leaders are free to spend above this amount if they choose. 

  

Some of the funds go to districts as general purpose revenues based on a set formula. State leaders allocate other funds in ways that influence educational change and provide some schools and districts with extra funds. They do this by creating categorical programs such as Special Education and class size reduction. Federal funds for schools also are provided as categorical dollars. Both the state and federal governments use these programs to earmark a large portion of school funding for specific purposes or to serve specific groups of students. Categorical funds represent a sizable part of the budget for most school districts and can have a major effect on local expenditure decisions. 

School districts are responsible for managing the money they receive within both state and federal guidelines. In turn, the policies, employee union agreements, and practices of the local school district determine the amount of financial and operating discretion an individual school has. However, charter schools are an exception to this model. For the most part, they operate independently of school districts, and their funding differs from the regular system in a variety of ways. 

Although the core of every school district's work is providing instruction, they have substantial responsibilities related to the facilities they occupy. Funding for building new schools and repairing existing ones is provided outside of the regular school finance system. But any consideration of school finance needs to also include mention of this important part of school operations. 

Revenues

Annual Funding Proportions
Proposition 98
Facilities Funding 

California’s public education system is supported primarily by state sales and income tax revenues and by local property taxes. These are supplemented with money from the federal government, the California State Lottery, and miscellaneous funds generated locally by school districts.

Annual funding proportions

The estimated proportions for 2005-06 are relatively typical of how operating funds for schools are generated, though changes from year to year can have an effect.

K-12 funding comes from five sources

State aid: comes mostly from California sales and income taxes. 

Property taxes: are collected locally but allocated to schools based on a state-determined formula. (Cities and counties also receive a guaranteed amount of property tax revenue.) 

Federal aid: is earmarked for special purposes, most notably Child Nutrition, Special Education, and No Child Left Behind (NCLB). 

Local miscellaneous: includes such sources as community contributions, interest income, developer fees, and revenues from local parcel tax elections. 

Lottery: a portion of the proceeds from the California State Lottery goes to school districts on a per-pupil basis, providing a modest per-pupil allocation to every district and to charter schools. 

Proposition 98

The provisions of a voter initiative, Proposition 98, govern the minimum amount of funding the state must provide to K-12 education and community colleges. This funding is a combination of state monies and local property tax revenues. The amount of the guarantee is calculated each year using a set of formulas prescribed in law. Those formulas have changed somewhat over time, in part due to passage of Proposition 111 in 1990. 

Since 1988, as a result of the passage of Proposition 98, the calculation of the minimum guarantee has been the most crucial factor in determining the amount of revenue school districts receive. For a fuller explanation of how the law works, see the free one-page EdSource publication, Proposition 98 guarantees a minimum level of funding for public schools.  

Proposition 98 funds represent about 80% of revenues for schools

Proposition 98 funds represent about $8 out of every $10 allocated to K-12 education in California. As noted above, other sources of revenue—including the federal government, local miscellaneous sources, and the California State lottery—account for the remaining 20%. 

By law, a minimum of 34% of the receipts from the California State Lottery must be distributed to public schools, colleges, and universities. The money, which is distributed on a per-pupil basis, is to be used only for instructional purposes, not for such things as facilities and research. In 2000 voters approved Proposition 20, which required that,going forward, half of any increases in education’s share of the lottery revenue be used for instructional materials. 

For 2005-06, districts received about $146 per pupil from this source, with $25 of that amount to be used only for instructional materials. 

The local miscellaneous category of funds annually represents about 6% of the total revenues for K-12 schools. This funding is separate from the local property tax revenues the state controls. It comes from sources that are locally controlled, including such things as donations from parents, income from the lease or sale of district property, cafeteria sales, and interest income. 

For less than 20% of school districts in the state, an important source of local miscellaneous revenue is a voter-approved local parcel tax. These are special taxes not related to property value (non-ad valorem). Districts can put these measures on the ballot at their discretion. But they require a two-thirds voter approval which makes them difficult to pass. 

See Parcel Tax Election Trends > 

  

Facilities Funding

All of the funding sources noted above provide operating revenues for schools. The other facet of education revenues is the funding available to build and maintain school buildings. A small portion of operating funds is set aside for maintenance, but most revenues for this purpose come from three other sources: state bonds, locally-approved general obligation bonds, and developer fees. 

How the State Allocates Money for Education 

California Department of Education
County Offices of Education 
School Districts
Allocations to Meet Special Needs 

In California, the state controls not only how much funding goes to K–12 education, but also how those funds are allocated. Out of the revenues available to education, most of the funds go to school districts to pay for the cost of operating schools that serve students in kindergarten through 12th grade. However, a large portion of the funding goes to other agencies. And some of the funds pay for services outside K–12 education such as after-school programs, preschool, and adult education.

The system of allocations involves a multilayered and interlinked network of agencies that have responsibility for administering public education in California. One way to think about this system is to  picture a map of California. The California Department of Education has administrative responsibility for the entire state. Every one of the state’s 58 counties has a county office of education (COE). And then, within each county, are school districts obligated to serve all the students who live within their boundaries.

A second set of agencies has been overlaid on this structure in order to efficiently provide some select educational services. Special Education Local Plan Areas (SELPAs) and Regional Occupational Centers/Programs (ROCPs) serve specific students, often across the geographic boundaries of school districts.

Charter schools exist within the system, but the students they serve and their "chartering agency" are not determined solely by geography. They operate without set attendance boundaries or a predetermined constituency. Some are affiliated with local districts and some are not.
California Department of Education (CDE)
The CDE has some responsibility for all students within the state boundaries and, to some extent, for the operation of both districts and county offices.

The department has several roles within the school finance system. It administers the numerous categorical programs created by state and federal lawmakers. It also maintains the data related to the funding that districts and county offices receive and the way those funds are spent. Although California’s elected superintendent of public instruction oversees the department, the State Board of Education acts as its policymaking body.

Funding for the CDE is not included in the minimum funding guarantee under Proposition 98 and is a separate line item in the state’s budget. In 2007–08, CDE funding was $47.1 million (or less than one-tenth of one percent of total K–12 funding).
County Offices of Education (COEs)
Each of California's 58 COEs has jurisdiction over the districts in its county and has significant oversight responsibilities for these districts.

County offices have specific responsibilities regarding, in particular, fiscal oversight. An additional set of responsibilities was added in 2004 as part of the settlement of a lawsuit against the state related to the quality of school facilities, textbooks, and teachers in schools that serve low-income children.

To some degree, county offices also function like school districts. They often operate schools, usually to serve students with special needs. Many of them also provide administrative services, particularly to small school districts in the county. Some COEs are rather entrepreneurial as well, providing services for a fee to school districts and other entities. 

See County Offices of Education > 

School Districts 

Each of the state’s nearly 1,000 school districts is the fiscal agent responsible for governing K–12 schools within its particular geographic boundary. The bulk of K–12 education funds are allocated to school districts that in turn pay for the cost of operating schools.

About a third of districts serve all students in their boundaries from kindergarten to grade 12. In other areas, students attend grades K–8 in an elementary district and grades 9–12 in a high school district.

Because school districts are responsible for so much of the system—both in terms of funds and the sheer number of students they serve—they are often considered to be at the center of the school finance system. For a detailed explanation of how funds are allocated to districts, see the separate “Dollars to Districts” section on this site. 

See Dollars to Districts > 

  

Allocations To Meet Special Needs
Although the bulk of funding pays for the education of K–12 students within regular classrooms, both the state and federal government set aside funds for two special categories of services: Special Education for students with disabilities and occupational programs that provide training to prepare students directly for the workforce. 

For administering funds for Special Education and occupational programs, the state created a separate group of entities: Special Education Local Plan Areas (SELPAs) and Regional Occupational Centers/Programs (ROCPs). 

Special Education Local Plan Areas (SELPAs)
Funds for Special Education services are distributed to districts through SELPAs. The SELPA coordinates services for students with disabilities from infancy to age 22. The members of the SELPA agree on how the required services will be provided and how much each district will receive based on the programs it operates and the students it serves.
The SELPA boundary may include several school districts or simply coincide with a particular school district or county office boundary. In rare cases, a particularly large school district may have more than one SELPA.

The state and federal governments together provided about $4.3 billion in 2007–08 for Special Education. This funding—which goes first to the SELPA and then out to districts—does not cover the full cost of educating students with disabilities. Local school districts are expected to provide a share from their other revenues. For a fuller explanation of Special Education and its funding see the Special Education page on this website. 

See Special Education > 

  

Regional Occupational Centers and Programs (ROCPs)
In 2006 California had 73 ROCPs. These centers serve high school students age 16 and older and some adults. Collectively, they offer courses in more than 100 different career areas as diverse as forensic science, engineering, manufacturing, technology, automotive technology, graphic design, digital pre-press, and health care.

The ROCPs operate under one of three organizational structures: the majority are governed by county offices of education; a significant number operate under a joint powers agreement among districts; and a few are run by an individual school district. In 2007–08, state funds for ROCPs totaled $486 million. 
Services For Students Outside of K–12 Classrooms
California in recent years has increased its investment in after-school programs operated by local school districts. Thanks to a voter-approved initiative (Proposition 49), funds have been permanently earmarked for these programs. State and federal support for after-school programs totaled more than $700 million in 2007–08. 

California school districts and county offices also operate some programs that serve adults and others that provide services for children not yet ready for school. In 2007–08, allocations for these two purposes totaled more than $2.5 billion that the state counted as K–12 funding. Generally, school districts and county offices directly receive and administer the funds for any adult education or child care/development programs they operate. Almost 600,000 preschool and school-age children receive services through a variety of Child Care and Development and State Preschool programs. Some, but not all, of these programs are run through the public education system. 

Similarly, some adult education programs are operated by unified and high school districts. A variety of other agencies, including community college districts, cities, and counties also provide adult education. 

Expenditures

The Goods and Services Districts Pay For The Activities Districts Undertake
 How California Compares
   

While the state government in California largely determines how much revenue school districts receive, decisions about how to spend those funds are made at the local level. In making these decisions, local districts have to comply with the provisions of collective bargaining agreements with their employee unions and with state and federal regulations related to categorical programs.
The Goods and Services Districts Pay For

School expenditures statewide can be analyzed from a variety of perspectives. One way to think about expenditures is based on the various goods and services they buy. When the state does this in its financial accounting system it uses "object code" categories. On average, the portions for various district operating expenditures are as follows:
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As these data indicate, the average school district in California spends about 86% of its operating budget on personnel. This includes salaries and benefits for teachers, administrators, and other staff. Typically, about two-thirds of personnel expenditures are for teachers, but this can vary substantially from one district to another.

Operating expenditures represent about 97% of general fund expenditures for the average California school district. The balance is used for expenditures such as capital outlay for buildings and other durable goods; transfers to other agencies for a variety of services, including the instruction of some students; and debt service payments.

The Activities Districts Undertake

Another way to think about school district expenditures is to consider the various activities they support.

Certainly classroom instruction is at the heart of the enterprise, but not all expenditures can or should go to pay for teachers, teachers' aides, and books. Nurses, counselors, and other staff provide pupil services. Schools need some administrative staff to help support instruction and to operate the school. Custodial and maintenance staff keep the buildings clean and repaired. Most schools also depend on district office personnel, including the superintendent, for a variety of general administrative services.

The state's financial accounting system uses "function codes" to identify these expenditures by activity. Again based on data for the average California school district, the portions of district expenditures used for these various activities are typically as follows: [image: image2.jpg]Operating expenditures for goods and services
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 California's Education Data Partnership website provides the most recent available information about these state-level averages. It also provides comprehensive financial statements for every county office of education and school district, plus an easy-to-use way to compare districts based on their revenues and expenditures.
See Ed-Data Website > 

How California Compares

When it comes to education expenditures, people often compare California to other states. In part, this is to try to determine whether the state's public school system is adequately funded and how well its funds are used. Three basic questions provide a robust answer.

How much does California spend per pupil and how does that compare to other states?

For almost three decades, this state's expenditures per pupil have trailed the national average. The precise amount varies from year to year, depending on a variety of economic factors and policy decisions among the 50 states. Since 1994-95, the state's expenditures have ranged from 84% to 96% of the U.S. average, depending on the year.

Does California spend its education funds similarly to other states?

The National Center for Education Statistics provides data on the types of activities for which each state uses its funds. These are grouped similarly to the activities noted above, although there are some differences.

Using these data, it is clear that California's expenditure patterns are similar in almost all respects to what happens nationally. The exceptions are a smaller proportion of operating expenditures for central administration and student transportation; and a larger portion of total expenditures devoted to capital projects (largely facilities).

What does California get for its money?

Data show that the number of personnel California schools are able to hire is substantially lower than is true in most of the country. According to a 2001-02 estimate by the American Federation of Teachers (AFT), California had the fifth highest cost of living among the states. Its average teacher salaries are also consistently near the top. While comparable data for other school employees are not readily available, it is safe to assume that the relationships would be similar.

The combination of below average per-pupil expenditures, similar expenditure patterns, and above-average salaries results in some of the lowest ratios of staff to students in the country. On average, California school districts have about three-fourths as many adults available-and three-fourths as many teachers-as is true on average in the U.S. The numbers of school site administrators, district administrators, counselors, and librarians have historically been even lower. 

Dollars to Districts

Revenue limit income provides the bulk of funds
Categorical aid is for targeted students and purposes
Some aid is earmarked to serve specific students
Many state programs target instructional improvement 
In general, school districts receive their operating funds from the state and federal governments in two ways. The largest part of each district's revenues is for the general expense of educating students. 

Districts use this money to pay for employee salaries and benefits, supplies, textbooks, maintenance, and other expenses as they see fit. Each district also receives some state and federal money for specific programs or to serve categories of students with special needs. This targeted funding is called "categorical aid." 

Revenue limit income provides the bulk of funds 

About 70% of the revenue districts receive is for general purposes, and the remaining 30% comes from categorical programs. This can vary a bit from year to year, and it can vary substantially among districts. 

The general purpose funds that districts receive are based on a revenue limit calculation. This per-pupil amount is set for each district based on historical formulas. A district's total revenue limit income depends primarily on how many students it has. The technical count is called average daily attendance (ADA), the average number of pupils attending school over the year. ADA multiplied by the district's per-pupil revenue limit equals its total revenue limit income, which is also the bulk of the funds available for general purposes.
See Revenue Limits > 

Categorical aid is for targeted students and purposes 

All districts also receive categorical aid, but in widely varied amounts. Statewide, categorical funds represent about a third of school district income on average. These funds come from more than 80 separate programs. In most cases, regulations accompany the funds to ensure that the money is spent on the targeted children or special purpose that the state or federal government intended. Categorical allocations reflect both legislative choices and requirements of law based on court cases. 

Some allocations, such as instructional materials, come automatically to school districts. Others, such as for class size reduction, require the district to apply for the money. Still others are based on the characteristics of the children or families in a school district, such as low-income, English learners, and migrant students. Other programs are for specific activities or expenses, such as transportation or professional development. Most of the federal funds flow through the California Department of Education.
Some aid is earmarked to serve specific students 

Special Education is the largest state categorical program in terms of dollars, and the second largest federal program. According to federal and state laws (some based on court decisions) a school district is responsible for the appropriate education of students from infancy to age 21 who have qualifying physical, emotional, or educational needs and live within its boundaries. About 11% of public school students in California are identified for Special Education. The funds for Special Education services are distributed to districts through Special Education Local Plan Areas (SELPAs).
See Students with Special Needs (in Federal Laws and Policies section) > 

Both the state and federal governments also provide considerable funding to support the education of children who come to school with other needs. The federal Child Nutrition program, for example, provides subsidized meals to low-income children. California's Economic Impact Aid and the federal Title I program both provide extra funds for schools based on the number of low-income students and English learners they serve. 

A variety of smaller programs are also targeted at these populations. The federal government has leveraged its substantial Title I investment, along with several other programs, to implement the No Child Left Behind (NCLB) program. First instituted in 2002, NCLB is a multifaceted program that has had a substantial effect on state, school district, and school operations. At its heart is a commitment that public education be held accountable for improving the academic performance and opportunities of the least advantaged children.
More about NCLB (in Federal Laws and Policies section> 

Many state programs target instructional improvement 

Many of California's categorical programs are targeted toward the improvement of classroom instruction. Over the years this has taken many forms and resulted in a wide variety of programs. Some of these come and go with available funding. Others have become a part of the institutional fabric of the state's education system. Examples of the latter include K-3 Class Size Reduction (CSR) and the Beginning Teacher Support and Assessment Program (BTSA).
See Class Size Reduction > 

The state has also invested a considerable, but variable, amount of money in a variety of intervention programs. Some provide extra instructional services to help individual students who are struggling. Others, closely aligned with the state's accountability system, have been targeted at school and district improvement efforts.
Revenue Limits

What Are Revenue Limits?

Public school districts receive funding from a variety of local, state, and federal sources. Some of the funds are earmarked for specific purposes, such as Special Education and K-3 Class Size Reduction, while the rest are for general purposes. The amount of general purpose funding a school district receives per student (using ADA-average daily attendance) is called its "revenue limit." It is a combination of local property taxes and state taxes. Each of the nearly 1,000 school districts in California has its own revenue limit based on its type (elementary, high, or unified), size (small or large), historical spending patterns, and a multitude of other variables, which together make for a complicated and lengthy formula. 

The Bucket Analogy

State and local funds are combined to make up a district's revenue limit funding. A simple analogy can help illustrate this. Imagine a bucket. Each district has a different-sized bucket, representing its individualized revenue limit. Revenues raised through local property taxes are dumped into the district's bucket, and if the bucket is not filled all the way, the state comes by and tops it off with state tax revenues. 

If the bucket is completely filled by local property tax revenues, the state has no need to "top off" the bucket. If the bucket overflows with local property taxes, the district gets to keep the overage. Districts whose buckets are filled by local property taxes are called "basic aid" or "excess revenue" districts. 
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Basic Aid District Funding

In the past, the state also gave these districts with high property tax revenues an additional $120 per ADA (or $2,400 per district-whichever was greater). The California Constitution says that the state should contribute this additional money to fulfill its constitutional guarantee to provide all public schools with "basic aid." However, because of budget constraints in 2002-03, lawmakers decided to eliminate the $120, saying that the state met its constitutional obligation to these districts with other state funding from categorical programs. 

Based on local property tax revenues, each year there have been from about 60 to 80 "basic aid" districts out of a total of almost 1,000 districts. Because local property tax revenues and enrollments fluctuate from year to year, some districts are basic aid one year but not the next. At the time of the second principal apportionment (which is made in June), the California Department of Education officially certifies which districts are basic aid for the school year that is ending. 

[image: image5.png]



For a list of "basic aid" districts, see the California Department of Education's Office of Principal Apportionment and Special Education web page. They maintain a listing for supplemental tax allocations that includes basic aid districts.  Click on the fiscal year you are interested in. Under the heading "Other Fiscal Information," click on the "Advance Average Daily Attendance for Section 75.70 of the Revenue and Taxation Code Allocation of Supplemental Taxes" link and open the "Advance Average Daily Attendance" Excel spreadsheet file. The basic aid districts are identified in column "E." 

Again, because local property tax revenues and enrollments fluctuate from year to year, some districts are basic aid one year but not the next. 
Class Size Reduction (CSR)

Class Size Reduction (CSR), an incentive program to reduce class size in early grades, began in California in 1996. Participating schools, which must maintain a ratio of one teacher per group of 20 students or fewer, receive a special allocation of funds from the state. CSR classes must be conducted in separate classrooms to ensure funding and schools may choose to provide either a full day with small classes or a half day (with partial funding). 

The program applies to grades K-3. In 1997-98 the state also authorized funding to expand an existing program to reduce class sizes in two grade 9 courses: English and one other core academic subject-mathematics, science, or history/social science.

K-3 Funding and Participation 

CSR represents a substantial state investment. In 2006-07 the total allocation for the program was $1.76 billion. These funds are provided to districts based on the number of K-3 students who attend school in reduced-size classes. The funding, which is adjusted annually based on the cost of living, is about $1,000 per pupil (or half that amount for half-day programs).

Almost all of the state's 891 eligible districts in 2004-05 participated in the program. In 2004-05 881 districts plus 184 charter schools offered CSR classes, most with a full-day program. The number of CSR classes grew steadily from the initial 51,612 in 1996-97 through 2002-03. However there was a slight dip in the percentage of K-3 enrollment in CSR classes in both 2003-04 and 2004-05. 

Ninth Grade Funding and Participation

In 2005-06 the state apportioned $110 million for 9th grade CSR, and school districts received $192 per 9th grade pupil taught under the program.

In 2004-05 the equivalent of 257,332 9th graders-46.8% of 9th grade enrollment-took part for a full year in CSR English classes. In the other core subject areas, the equivalent of 140,289 participated in mathematics, 5,602 in social studies, and 1,477 in science. A total of 746 schools in 249 districts were in the high school program. 

CSR Legislation 

Class Size Reduction, K-3 (Senate Bill 1777, 1996)

In 1996, the Legislature created the Class Size Reduction (CSR) program, which provided incentives for school districts to reduce K-3 classes to a pupil-teacher ratio of no more than 20 to 1. This legislation originally provided annual incentive funding of $650 for each student in a smaller class and an option of $325 for students in a staggered session in which the pupil-teacher ratio is no more than 20 to 1 for half the day. The next year these incentives were increased and annual inflation adjustments were added. A one-time allocation of $25,000 per added classroom was also made available for full-day classes to improve facilities or acquire portable classrooms.

The legislation also specified that if a classroom exceeded an enrollment of 20.44 students-based on the number of students between the start of the school year and April 15-the district would lose its entire CSR apportionment for that classroom.

Senate Bill 311, which became law in 2004, reduces the penalty if a school modestly exceeds the annual cap. A 21.95 student average is the new maximum that triggers the full penalty, with interim deductions of 20%, 40%, and 80% for each one-half student above the 20.44 class average.

Class Size Reduction, 9th Grade (1998) 

Two years after the original K-3 Class Size Reduction (CSR), the California Legislature expanded an existing high school CSR program to concentrate on high school freshmen. To qualify for the $135 per-pupil incentive, high schools must offer one or two ninth-grade courses with an average of 20 students per teacher and a maximum of 22 per participating class. This bill also requires that one of the courses be in English while the other can be in mathematics, science, or social studies. Programs that are excluded from participating in this program include Special Education classes and Necessary Small Schools.

Facilities Funding

Major Sources of Facility Funds 
Obligations Under the Williams Settlement 
For the most part, funding for the construction and repair of school facilities is separate from funding for operations. The bulk of capital costs are paid for through public bonds. 

For many years, particularly through the 1990s, public schools in California faced a serious facilities crisis. The number of students was increasing, many schools were overcrowded, and an alarming number of buildings needed renovation and modernization. Californians responded to this need by passing both statewide and local general obligation (G.0.) bonds for facilities. 

Major Sources of Facility Funds

School districts rely on state and local G.O. bonds to raise money to build and remodel school buildings and purchase long-term equipment. Some districts also generate funds by levying developer fees and forming facility districts. 

General Obligation (G.O.) Bonds

California has a statewide school building program-the School Facilities Grant Program-supported by statewide bond measures. Statewide bond measures require a simple majority (50% plus one) to pass.

From the EdSource Archives 
For more information about Proposition 39, see EdSource’s September 2000 voter guide on the proposition.
Local school districts can also issue school construction bonds and levy property taxes to pay for them, provided they get voter approval. Prior to 2001, districts needed two-thirds approval to pass local G.O. bond measures, and more than 40% of local school bonds failed. But in November 2000 California voters passed Proposition 39, which allows school bonds to be approved with a 55% "super-majority" (with restrictions on the amount of the bond and greater accountability requirements). Since the passage of Proposition 39, districts have had the choice of whether to seek two-thirds or 55% approval. Local elections that rely on 55% approval have been more successful, with more than 80% passing.

Developer Fees

School districts also have the authority to levy developer fees on residential and commercial construction or reconstruction, but statewide these fees generate significantly less money than bonds. The money may be used only for school facilities, including portable classrooms. These fees are charged both to developers of new properties and to property owners who remodel. They are based on the concept that new construction will lead to additional students. Individual school districts decide whether to levy the fees and at what rate up to the allowed maximum. Districts are required to substantiate the financial impact of the new development and show that they have used the revenues to address that impact.

The State Allocation Board adjusts the fees for inflation in even-numbered years. In 2006 and 2007, the maximum was set at 42 cents per square foot on commercial construction and $2.63 per square foot on residential construction.

Facility Districts

School districts are also able to tax just a portion of their districts-often new housing developments-by establishing a Mello-Roos Community Facility District or a School Facility Improvement District (SFID).

Under Mello-Roos, which requires two-thirds voter approval, property owners pay a special tax based on a formula. School districts have been able to establish Mello-Roos districts since 1983.

In 1998 school districts were first able to form SFIDs, which generate funds through general obligation bonds based on the value of the property. In response to Proposition 39, legislators passed a law in July 2001 that allowed the voter-approval threshold for SFIDs to be either two-thirds or 55% (with added accountability provisions). Since then, SFIDs have become much more common than Mello-Roos districts and represent almost all facility districts established today.

Maintenance Funding

The ongoing maintenance of facilities comes out of district operating funds in ways that are partially determined by state law. Districts are required, for example, to maintain a Routine Restricted Maintenance Fund that dedicates 3% of their general fund budget to this purpose. In addition, they can receive state funds for deferred maintenance projects as long as they provide matching local funds.

The routine cleaning and upkeep of facilities-custodial work, in other words-cannot be funded from the above sources. Instead, it comes out of regular district operating funds. 
See Current Facilities Funding > 

Obligations Under the Williams Settlement

The Williams v. California lawsuit, originally filed in 2000, charged that the state had failed to give thousands of children the basic tools necessary for their education, including "inadequate, unsafe, and unhealthful facilities." The 2004 settlement included accountability measures, extra financial support, and other help for low-performing schools.

The state agreed to provide $800 million for critical repair of facilities in future years for the state's lowest-performing schools. That includes 1,475 schools that were in the bottom three deciles of the state's 2003 Base Academic Performance Index (API) rankings, according to the California Department of Education (CDE). Those schools serve more than one million students.

The settlement also requires all schools-no matter how they rank on the API-to post signs in every classroom that explain the standards for facilities. Any school that receives funding from the state's school building program must also establish a facilities inspection system to ensure that schools are well maintained.

In addition, all schools must report the condition of their facilities in their School Accountability Report Cards (SARCs). Because of Williams, all districts must also have a uniform complaint process for complaints regarding unsafe or unhealthy facilities.

For California voters have approved a number of statewide and local bond measures to help build and maintain school facilities. However, the California Department of Education projects a continuing need for new facilities.more information, see the Williams section of the California Department of Education's (CDE) website.

Current Facilities Funding

State Bond Proceeds

Statewide measures require a simple majority for approval. Since 1998, voters have approved four statewide bond measures for new construction and modernization of K-12 schools: $6.7 billion in 1998, $11.4 billion in 2002, $10 billion in 2004, and most recently $7.3 billion in November 2006. The measures totaled $35.4 billion. 

Local G.O. Bond Results

From 1986 through November 2008, local bond elections generated $72.9 billion for school facilities. School districts can seek approval for local general obligation bonds for school construction or renovation, to be repaid through property taxes. They have two options for passing a bond: 

· hold a two-thirds election at whatever time they choose and with few oversight requirements, or 

· pursue a 55% approval if they put the bond measure on a regularly scheduled ballot, limit the size of the bond, and agree to abide by several administrative requirements.

Of the 940 local G.O. bonds on the ballot under the two-thirds requirement from 1986 through 2008, 55% succeeded. Of the 538 bond measures relying on 55% approval between 2001 and 2008, 83% succeeded. 
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Data: EdSource 5/09
Facility District Bonds That Have Passed

Since 1983 districts have been allowed to tax a portion of their districts by establishing a Mello-Roos Community Facility District, which requires a two-thirds vote. From 1983 through 2008, 62 Mello-Roos elections were held and 30 (48%) succeeded. 

Beginning in 1998, districts were able to establish a School Facility Improvement District (SFID), which also taxes just a portion of the district and initially required a two-thirds vote. Since July 2001, SFIDs could also be approved by 55% of voters (with added restrictions). From 1998 through 2008, 42 SFID elections were held. Of the 17 under the two-thirds requirement, three (18%) passed. Of the 25 under the 55% approval threshold, 21 (84%) passed. 

California Spent More Than the National Average on Construction and Purchase of Land and Schools

California's overall capital expenditures are higher than the U.S. average and most of the other most populous states, according to 2005-06 capital expenditures data from SchoolDataDirect (see chart below). These figures likely reflect in part the high cost of land and construction in this state. 

On the other hand, California has spent considerably less of its capital funding on equipment. California districts often rely on operating funds to buy new equipment in part because state bond programs have historically prohibited the use of that money for equipment. (However, Proposition 1D, which passed in November 2006, specified that funds can be used for career-technical education equipment.) 
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Projected Need for Facilities Funding

In 2008, the California Department of Education (CDE) projected that from 2008 to 2013, the state would need to build over 23,000 new classrooms and modernize more than 37,000 classrooms. Together, CDE projects that about 1.4 million students will need new and remodeled classrooms during the five-year period. CDE bases its estimates on 25 students per K–6 classroom and 27 students per 7–12 classroom.  

Last updated May 2009 

Charter Schools

Funding for Operations
Funding for Facilities 


Charter schools in California are publicly funded but function somewhat differently from traditional public schools. They operate independently under a performance agreement with a chartering authority, which is typically a school district but can also be a county office of education or the State Board of Education.

Because charter schools do not have to comply with most sections of the state Education Code, they are less regulated and have more independence in making decisions than traditional public schools. Instead they are governed primarily by their charters, which are generally granted for five years and renewed based on the school's performance.

Charter schools are funded on a per-pupil basis and are usually able to hire their own teachers and other staff. However, they are subject to closure if they fail to meet their promises regarding student outcomes or their obligations concerning financial management.
Funding for Operations

Each year charter schools can choose whether they want to receive their funding through their chartering agency or directly from the state. Either way, these schools receive revenues from both general purpose and categorical sources. 
See Budget & Funding >

General purpose funds, like the revenue limit monies districts receive, come from local property taxes and the state. The amount of general purpose funding depends on the school's estimated average daily attendance (ADA) and the grade level of the students, with the state providing more as students grow older. The amount is adjusted annually and is based on average district revenue limits.

Charter schools also receive a discretionary block grant that consolidates funding from about 45 categorical programs. In addition, charter schools receive extra funding for each student they serve who is identified as an English learner and/or eligible for free/reduced-price meals. Schools receive double funding for each pupil who is both an English learner and from a low-income family. This is in lieu of the state Economic Impact Aid that districts receive. Charter schools are able to treat these funds as general purpose monies and can spend them as they wish.

Many of the state's largest categorical programs, such as Class Size Reduction (CSR), are not included in the block grant. But charter schools are free to apply for CSR funding and for other categorical money from the state or the federal government as long as they meet applicable program requirements. 

In addition, the federal government has earmarked funds for California charter schools under the Public Charter Schools Grant Program. Charter developers, new charter schools, and those charter schools with a history of success are eligible for grants. 

Charter schools, like traditional schools, provide services and receive funding for Special Education students through a Special Education Local Plan Area (SELPA). It is legally presumed that a charter school is an arm of its charter-granting agency and thus a part of its SELPA. So charter schools have to negotiate with their charter-granting agency how costs, revenues, and responsibilities will be allocated.

The difference between categorical funding for charter schools and that received by traditional public schools is an ongoing policy issue for California. Charter schools end up getting less of the large categorical programs outside the categorical block grant. To bring about greater parity in the categorical funding for charters and noncharters and to compensate for the fact that some programs have been removed from the categorical block grant, the Legislature passed Assembly Bill (AB) 740 in 2005, which changes both the amount and calculation of the categorical block grant. This will be reviewed every three years. 
Funding for Facilities

Locating and paying for facilities has proved challenging for many charter schools-especially start-ups. As a result, state and federal lawmakers have taken steps to ease the problem: 

· As of November 2003, school districts must make adequate facilities available to charter schools of a certain size that are operating in the district. 

· A portion of statewide school bonds are typically set aside for new construction of charter school facilities. To qualify for funding, a charter school must prove that it is financially sound.

· The Charter School Revolving Loan Fund allows a $250,000 maximum loan amount over the lifetime of a charter school, with repayment periods of up to five years. The charter schools are solely liable for these loans, and priority for loan applications goes to new charter schools.

· The Charter School Facility Grant Program (Senate Bill 740), passed in 2001, helps charter schools with rent or lease expenses. To be eligible, a charter school must have at least 70% of its pupils eligible for free/reduced-price meals or be located in an attendance area with the same kind of student population.

· The federal Credit Enhancement for Charter Schools Facilities program provides competitive grants to organizations that are willing to guarantee loans and leases that charter schools pursue.

For more about charter schools, see the Charter Schools issues page > 

Why are there so many different numbers for per-pupil funding?

Per-pupil funding is one of the most often and casually quoted education statistics. It is also one of the most complex: Depending on how you calculate it, California's per-pupil funding could range from $8,500 to more than $11,600. 

The difference depends on what you measure. Are you simply counting all the money allocated to education from all sources (including funds for the California Department of Education and repayment of debt) and dividing it by the number of students in the state? Or are you only counting monies that go directly to K–12 operations? And how do you calculate the number of students in the state? Enrollment figures or average daily attendance (ADA), which does not include students when they are absent for any reason, including illness? 

To help clarify this question, EdSource created a one-page explanation of the difference between education revenues and expenditures. It was published in 2004, so the numbers are different; but the underlying description of how the different numbers are calculated is still relevant today. 

See EdSource PDF:  What Accounts for the Difference Between District Revenues and Expenditures-in your packet

The Legislative Analyst's Office this year published a detailed explanation of the factors used for reporting per-pupil funding. It also compares per-pupil funding across the states and over time in California. 
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Analysis of the 2008-09 Budget Bill: Education
Per–Pupil Funding 

The Governor's budget provides total K–12 per–pupil funding (PPF) of $11,626 for 2008‑09. This is roughly $300, or 2.6 percent, less than total PPF for 2007–08. In inflation–adjusted terms, the reduction is about double—roughly $600, or 5 percent. This per–pupil amount is calculated by dividing total proposed funding for K–12 education from all sources by the estimated average daily attendance (ADA). This particular calculation is only one of many ways to look at PPF. In this chapter, we (1) describe various factors that should be considered when calculating PPF, (2) compare PPF across states, and (3) compare PPF over time in California. 

Calculating PPF 

The basic PPF formula appears simple—divide the total amount spent on K–12 students in a year by the total number of students taught that year. The complexity in comparing PPF comes from the various types of funding that can be included and the various ways students can be counted. In this section we explore these issues. 

Consider Funding Source. Funding for K–12 education comes from numerous sources. Funding can be provided by federal, state, or local government. Each of these categories, in turn, has several funding sources. For example, state funding sources include Proposition 98 General Fund monies, Non–Proposition 98 General Fund monies, and Lottery funds. Occasionally other sources are also used to fund K–12 activities. For example, in 2007–08 Public Transportation Account funds were used to pay for a portion of Home–to–School transportation costs. The PPF will appear relatively low if only Proposition 98 monies are included and much higher if all funding sources are included. 

Consider Nature of Funding. Funding can also be of a one–time or ongoing nature. One–time funding for K–12 education includes: unspent funds from prior years (carryover), one–time grants for special activities or projects, one–time payments to schools due to court case rulings, and one–time payments related to unmet prior–year Proposition 98 obligations. By comparison, ongoing funding typically is used to support school districts’ ongoing education programs. The PPF will be somewhat lower if only ongoing funds are counted and higher if both ongoing and one–time fund are counted. Including one–time funds, however, can skew year–to–year PPF comparison. 

Consider Purpose of Funding. Finally, one also needs to consider the purpose of the monies. For instance, if funds are spent on an activity that does not directly serve students in the classroom, should that count toward PPF? Should state operations expenses at the California Department of Education count? Should payments to the teachers’ retirement fund count? Should debt–repayment monies count toward PPF? Whereas funds used for classroom instruction presumably would be included in virtually any PPF calculation, including funds used for other related educational purposes would depend on one’s particular objective. For example, debt–service payments would not be included in a PPF calculation designed only to reflect schools annual operating costs but would be included in a calculation designed to reflect all annual costs incurred in serving a K–12 student. 

Consider Student Count. Counting students typically is done one of two ways: enrollment or ADA. 

· Enrollment. Enrollment is a point–in–time count of the number of students enrolled in the public school system. Official enrollment counts in California are typically taken on a given day in October. All students enrolled as of that day are included in the count regardless of attendance. The enrollment for the state is the sum of the enrollment for each school. 

Average Daily Attendance. As the name implies, ADA is the aggregate attendance divided by the number of school days in session. Only days on which the student is under the guidance and direction of teachers are considered “days in session.” The ADA for the state is the sum of the ADA for each school. 

Because enrollment counts are higher than ADA counts, PPF calculations based on enrollment counts result in lower per–pupil rates. 

A Final Consideration—PPF Levels Do Not Shed Light on Actual Support Per Pupil. Regardless of the formula used, PPF calculations represent averages. None of these numbers reflects the actual amount of money that was spent on a particular student in a particular district. Funding is distributed to districts in varying amounts (due to categorical formulas and historical allocation factors) and districts may make different choices in spending. Thus, actual spending per student varies significantly across districts and school sites.

Comparing PPF Across States 

One of the most commonly cited sources of PPF is the National Center for Education Statistics (NCES), which is a division of the United States Department of Education. The NCES calculates PPF for each state and publishes the comparisons. The total PPF reflected for each state includes two components: (1) student support expenditures, and (2) other expenditures. The student support category includes teacher salaries, staff development, instructional materials, libraries, health services, nutrition, operations, and maintenance. The “other” category includes capital outlay and school debt. The NCES excludes funding for direct support of state educational agencies. The NCES uses enrollment as the measure of student counts. 

California Ranks Right in the Middle of the Pack. Figure 1 shows the NCES PPF rankings by state for 2003–04 (the most recent data available). As shown in the figure, California provided $9,266 per pupil in 2003–04. Excluding capital outlay and interest on debt, it provided $7,673 per pupil. It ranked 25th among the states, spending slightly less than the national average. 
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Comparing PPF in California Over Time 

Figure 2 shows PPF by funding source for 2008‑09 (as proposed by the Governor) and the two preceding years. Proposition 98 funding (both state and local shares) totals $8,368 per pupil using anticipated ADA for 2008‑09. (This amount is lower than the Governor's reported Proposition 98 PPF of $8,458 because it does not include one–time funding for the Quality Education Investment Act.) By adding in other state funding, federal funds, and other local funds, a total PPF of $11,626 is proposed. 

  

	 

	Figure 2

Detailed Breakdown of Per-Pupil Funding (PPF) in California

	 
	Actual 2006‑07
	Revised 2007‑08
	Proposed 2008‑09
	Changes From 2007‑08

	
	
	
	
	Amount
	Percent

	Proposition 98
	 
	 
	 
	 
	 

	State General Fund
	$6,261
	$6,327
	$6,018
	-$309
	-4.9%

	Local property tax revenue
	1,975
	2,186
	2,351
	 164 
	7.5

	  Subtotals, Proposition 98 
	($8,235)
	($8,513)
	($8,368a)
	(-$145)
	(-1.7%)

	Other Funds
	 
	 
	 
	 
	 

	State General Fund, Non-Proposition 98
	$517
	$817
	$760
	-$57
	-7.0%

	State Lottery funds
	164
	158
	159
	1 
	0.5

	Federal funds
	1,148
	1,131
	1,072
	-59
	-5.2

	Other local funds
	1,214
	1,315
	1,267
	-48
	-3.7

	  Subtotals, Other Funds
	($3,044)
	($3,421)
	($3,258)
	($164)
	(-4.8%)

	  K-12 Totalsb
	$11,279
	$11,935
	$11,626
	-$308
	-2.6%

	  Inflation-Adjusted Totalsc
	$12,099
	$12,232
	$11,626
	-$606
	-5.0%

	 

	a    The Governor reports a Proposition 98 PPF of $8,458. The $90 difference is due primarily to the treatment of Quality Education Investment Act (QEIA) funding. Whereas the Governor reflects the QEIA appropriation in his Proposition 98 level, we include it in the Non-Proposition 98 category, as it technically is provided in addition to ongoing Proposition 98 funding level. 

	b    Totals may not add due to rounding.

	c    Reflects 2008‑09 dollars.

	 


Adjusting for Inflation, PPF Has Been Relatively Flat. Figure 3 shows that PPF in California has increased nearly $3,000 over the last ten years. Adjusting for inflation, however, allows for more meaningful comparisons of PPF over time, as this demonstrates purchasing power in present dollar terms. Figure 4 shows that PPF in California in adjusted terms has remained relatively flat over the last decade. 
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How does California’s education spending compare with that of other states?

California has been consistently below the national average in per-pupil spending and in its teacher-pupil and staff-pupil ratios. In addition, the state is an expensive place to live, and this high cost of living has been reflected in teacher salaries as well as those of other staff. 

Although the state spends less than the U.S. average on operating expenditures, national data show that California school districts use their operating funds in much the same way as is true nationally. At the same time, California's educators are responsible for considerably more students than their counterparts in most other states.

Per-Pupil Expenditures

California has consistently fallen below the national average in per-pupil expenditures (unadjusted for regional cost differences), ranking 24th in 2006–07, according to the National Education Association's (NEA) Rankings and Estimates 2008–09. At $9,124 per pupil, California was at 95% of the national average of $9,565. The District of Columbia, which ranked at the top of all states, spent $16,540. Arizona, ranked last, spent $5,255. 

Teachers' Salaries

The average teacher salary in California was $63,640 in 2006–07, according to the NEA, higher than any other state. The U.S. average was $50,758. However, the relatively higher cost of living in California is a significant factor. When comparing teacher salaries among states, both the cost of living in each state and the seniority of the workforce play a role. The American Federation of Teachers looked at average teacher salaries in 2000–01 and determined that when cost-of-living factors were taken into account, California ranked 16th in the nation. 

Teacher Salary and Expenditure Comparisons for 2006-07

	
	California Rank in U.S. 
	California Average 
	U.S. Average 
	Top 
	Bottom 

	Teachers' salaries
(2006-07)
	1
	$63,640
	$50,758
	$63,640
(California)
	$35,378
(South Dakota) 

	Expenditures per pupil (2006-07)
	24
	$9,124
	$9,565
	$16,540
(District of Columbia)
	$5,255 (Arizona) 

	Public school revenue
(2005-06) per $1,000
personal income in 2006
	28
	$45
	$46
	$62
(Vermont)
	$26
(District of
Columbia) 

	Per capita personal
income (2006)
	11
	$39,358
	$36,629
	$57,358
(District of Columbia) 
	$26,908
(Mississippi) 


Note: The numbers in this table are based on fall enrollment data. The District of Columbia is included among the states.
Data: National Education Association's Rankings & Estimates 2008–09                                  EdSource 1/09 

A more recent 2005 analysis of elementary school teacher pay in 50 major metropolitan areas by the National Center for Policy Analysis (NCPA) provides further perspective. NCPA found that although elementary school teachers in San Francisco rank 2nd among the 50 areas with an unadjusted average salary of $59,284, the salary falls to $32,663 when adjusted for the cost of living, and San Francisco falls to 49th among the areas they compared. Similarly, Los Angeles elementary school teachers' average salary ranked 4th before a cost-of-living adjustment and 48th after. Findings for secondary school teachers were similar. NCPA determined metropolitan areas' cost of living by using the American Chamber of Commerce Researchers Association Cost of Living Index and calculated average teacher salaries using the U.S. Bureau of Labor Statistics' Metropolitan Area Occupational Employment and Wage Estimates report.

School Staffing

California ranked almost last in terms of the ratio of total school staff to students in 2005–06, according to the National Center for Education Statistics (NCES). The state had only 72% as many school staff members as the average state. With respect to administrators, California had 274 students per administrator. That was significantly higher than the U.S. average of 174 and higher still than the average of 109 in Texas, another of the five most populous states. California had only 33% as many district officials/administrators as the national average and only 63% as many school principals and assistant principals as the national average.

With respect to teachers, California ranked 49th, with 75% as many as the national average. California ranked 51st—last—on guidance counselors and librarians. California had only 1.1 guidance counselors per 1,000 students, compared with an average of 2.1 nationally and only 0.2 librarians per 1,000 students, compared with 1.1 nationally.

Staff per 1,000 Pupils in 2005–06
	 
	New York
	Texas
	Illinois
	U.S. Average
	Florida
	California
	California's Rank
	% National Average

	Total Staff
	132.7
	`137.1
	125.4
	124.7
	117.5
	90.0
	50
	72%

	Total District Staff*
	8.6
	2.9
	5.7
	5.7
	6.6
	5.0
	35
	88%

	Officials and Administrators
	1.1
	1.8
	1.8
	1.3
	0.7
	0.4
	47
	33%

	School Staff*
	103.8
	99.7
	96.0
	95.2
	87.0
	70.0
	51
	74%

	Principals/Asst. Principals
	3.1
	7.0
	3.1
	3.4
	2.7
	2.2
	49
	63%

	Teachers
	77.8
	66.8
	63.4
	63.9
	59.4
	48.0
	49
	75%

	Guidance Counselors
	2.4
	2.3
	1.5
	2.1
	2.1
	1.1
	51
	52%

	Librarians
	1.2
	1.1
	1.0
	1.1
	1.0
	0.2
	51
	17%

	Total Certified School Staff
	84.5
	77.2
	69.0
	70.5
	65.3
	51.5
	49
	73%

	Note: The District of Columbia is included with the 50 states. NCES includes pre-K public school students and their teachers in these data. NCES estimated that there were 125,099 pre-K students and 8,850 pre-K teachers in California in 2005–06.

*District and school totals include classified staff.


Data: National Center for Education Statistics (NCES), Common Core of Data, 2005–06.                    EdSource 11/07

Note: When considering these numbers, it is important to be aware that states are dramatically different in size, ethnic and socioeconomic characteristics, cost of living, and how they set policy, fund public education, and govern their schools. 
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