
MONTEREY PENINSULA UNIFIED SCHOOL DISTRICT

TO: Board of Education

DATE: February 5, 2007

ITEM: INFORMATION: Governor's Proposal for Education for
Incorporation in the 2007 -08 District Budget

Informa tion

The Governor of California presented his proposal for the 2007/08 State
Budget in January.

Background:

The Governor's Budget provides full funding of the statutory COLA of 4.04%.
Unlike 2006, when we saw huge increases in revenues, expenditures and
programs, the 2007 budget proposals are much more modest.

Objective(s):

To update the board on the Governor's Proposal for 2007/08 and anticipated
changes to the district budget.

Recommendation(s):

That the governing board review the Governor's Proposal for Public Education
for 2007 / 08. The Board review district financial information in light of the
governor's proposal to consider incorporation into the budget assumptions for
approval at a subsequent meeting.

Prepared by: Approved for Submission to the
Board of Education
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Chief Business Officer
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MONTEREY PENINSULA UNIFIED SCHOOL DISTRICT
2007-2008 GOVERNOR'S PROPOSAL FOR K-12

AND MPUSD PROJECTIONS

Budget Adoption Scheduled June 18, 2007

GOVERNOR'S PROPOSAL

COLA- The Governor'sBudgetprovidesfullfundingfor the statutoryCOLA,estimated
at 4.04%, which yields a per-pupil revenue limit increase of $215 for elementary districts,
$259 for high school districts, and $225 for unified districts. This increase compares to
5.92% provided in the current year. This COLA is also applied to almost all categorical
programs.

GROWTH- Emollment "growth" is fully funded for growing districts in 2007-08.
However, on a statewide basis, emollments are projected to decline 0.39%. Within this
statewide average, charter school emollment is up 9.5%, while noncharter school
emollment drops 0.77% in 2007-08. Unfortunately, the Governor offers no proposal to
address declining enrollment, an acute and continuing fiscal problem for many school
districts.

EQUALIZATIONANDDEFICITREDUCTION- Followinga majorinfusionof ongoing
fundsfor equalizationin 2006-07($350million),the Budgetprovidesno fundingin
2007-08. Based on our last estimate for the current year, approximately $100 million is
needed to fully fund equalization based on current targets. The 2006 Budget Act
provided $309 million to eliminate the final remnants of the revenue limit deficit;
therefore, no funding is needed or provided in the budget year.

MANDATES - Returning to the unwelcome policy of the recent past, the Governor's
Budget defers payment on 38 education mandates. By appropriating a mere $1,000 for
each of these mandates, school agencies will be required to continue to provide the
mandated services, but will not receive reimbursement in 2007-08.

SPECIAL EDUCATION

The policy of bifurcating the special education program between the state/local share and
the federal share again provides less than full growth and COLA for the entire program.
Application of the 4.04% COLA to the state/local share alone yields an effective
inflationary increase of only 2.8%, or $18 per SELPA ADA. Similarly, growth is funded
at $463 per ADA; equal to about 70% of the average SELPA's rate per ADA.
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NEW INITIATIVES

The Governor's proposal to fund CalWORKs Stage II Child Care from Proposition 98
funds rather than non-Proposition 98 funds reduces the amount available for other
education programs by $269 million. This change, coupled with fully funding the
COLA, leaves virtually nothing for new program initiatives, a stark change from 2006-
07. The few new programs are as follows:

ENCORPS TEACHERS PROGRAM - $10 million is proposed to support public-private
partnerships to recruit retiring industry and business professionals to enter the teaching
profession.

CALIFORNIA PROGRAM IMPROVEMENT MANAGEMENT SYSTEM -$1 million is

proposed to provide low-achieving schools and districts intervention support through an
online system.

CAREER TECHNICAL EDUCATION -$52 million is allocated to the California
Community Colleges (CCCs) for career-technical education. Of this amount, $32 million
is allocated to CCCs to assist ROC/Ps in improving linkages between high school and
CCC programs. The remaining $20 million funds local assistance grants to consortiums
of CCCs and K-12 districts to create articulated courses and align curriculum.

CATEGORICAL PROGRAMS

Funding for virtually all categorical programs will be increased by the 4.04% statutory
COLA. Most categorical programs will also be reduced for declining statewide
enrollment. Proposed funding levels (including COLA) for ongoing programs first
established in 2006-07 include the following: Supplemental Secondary Counselors ($208
million), Arts and Music Block Grant ($109 million), CAHSEE Intervention Support
Grants ($72 million), Physical Education Teacher Incentive Program ($41.6 million), and
Certificated StaffMentoring ($11.6 million).

SCHOOL ENRICHMENT BLOCK GRANT - $50 million is proposed to fund a third year
of grants to schools in deciles 1-3 for safe and clean schools, support services to students
and teachers, and recruitment and retention incentives.

CAHSEE SUPPLEMENTAL MATERIALS - $5 million for a second year of funding for
supplemental materials.

CBO TRAINING - $2.5 million to support 700 CBOs with a 200-hour professional
development training program, continuing the program first established in 2005.
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FEDERAL FUNDS

Federal funding is expected to remain flat or decline in 2007-08. The following table
summarizes proposed expenditure levels (in millions) for the major programs:

SCHOOL FACILITIES

Proposition ID was passed by the voters in November 2006, providing $7.3 billion for K-
12.

Type of Project Funding
(in millions)

New Construction $1,900

$3,300Modernization

Charter Schools $500

Career-Technical Education $500

Joint Use Projects $29

Overcrowding Relief $1,000

High Performance Schools $100
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ProlITam 2006-07 2007-08

Title I, Part A $1,761 $1,710

Title II, Part A $322 $322

Title II, Part D $34 $34

Title III $302 $283

Title IV $34 $32



The Office of Public School Construction (OPSC) reports that $2.9 billion in
Propositions 47 and 55 funding remains available for apportionment.

Type of Project Balance Available
(in millions)

New Construction $2,191

Modernization $31

Charter Schools $69

Critically Overcrowded $616

Joint Use Projects $0.13

BOND PROPOSAL FOR 2008 - Assembly Bill 100, a recently introduced measure,
would authorize $9.1 billion in state general obligation bonds for K-12 and higher
education facilities. If approved by the Legislature, the measure is scheduled to appear
on the November 4,2008, ballot.

DEFERREDMAINTENANCE- The Governor's Budget fully funds the program at $276
million. This would fund the basic apportionment at 92% to 95%, after setting aside
reserves for extreme hardship projects.

QUALITY EDUCATION INVESTMENT ACT (QEIA)

Last fall, the Governor signed SB 1133 (Chapter 751/2006), putting an end to the dispute
with the education community about the Proposition 98 funding level for 2004-05 and
2005-06. This measure implemented the CTA v. Schwarzenegger settlement agreement,
specifying in state law that $3 billion shall be appropriated over seven years to satisfy the
terms of the Proposition 98 "dea1." The measure also established a program to allocate
K-12's share of these funds, which will be targeted to schools in Deciles 1 and 2 of the
2005 API.

The Department of Education (CDE) will select schools on a random draw basis. The
schools will receive $500 per pupil for grades K-3, $900 per pupil for grades 4-8, and
$1,000 per pupil for grades 9-12 when the program is fully implemented. A prorated
amount will be provided in 2007-08, the first year of the program.
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Key 2007 Dates for QEIA

Application guidelines issued January16

Applications due March 30

Application review completed April 12

Grant award notices issued June 4

While the program will provide QEIA schools additional funds, the schools will be
required to demonstrate improved student performance over the course of seven years to
continue to receive an annual allocation. Some of the key performance benchmarks
include: (1) improved API scores, (2) lower class sizes, (3) lower student-to-counselor
ratios for high school students, (4) increased staff development, and (5) increased
attendance and graduation rates.

County offices of education are required to review the QEIA schools to determine
whether they have met these and other requirements.

Monterey Peninsula Unified School District-Implications of Governor's Proposal

Unrestricted Funding

For Monterey Peninsula Unified School District, the unrestricted funding levels are
expected to increase 4.04 percent or approximately $2.4 million. Below is a listing ofthe
cost items that must be included in the 2007/08 budget for the district.

Note (all numbers are estimates) in 000

Decrease in income due to declining enrollment (projected flat enrollment)
Court stipulated judgment (early estimate)
Column and Step increases for district staff

$
$1,027
$ 720

Total of new cost items $1,747

Restricted Funding

The Monterey Peninsula Unified School District will have large categorical carryover
balances at the end of 2006/07. The district still has not received most of the money the
state appropriated in the 2006/07 school year for new programs. This is a statewide
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