
Where Does the Money Come From and Where Does the Money Come From and 
Why?Why?

Part IPart I
Understanding  School FinanceUnderstanding  School Finance

and Revenue Limit Funding and Revenue Limit Funding 

May 9  and May 10, 2008May 9  and May 10, 2008
Session #1 Session #1 –– CBO Mentor ProjectCBO Mentor Project

Francie HeimFrancie Heim
Deputy SuperintendentDeputy Superintendent

El Dorado County Office of EducationEl Dorado County Office of Education



5/12/2008 fh.cbomentorsession1-2006 2

Part I Part I -- OutlineOutline

Understanding How  Revenue Limit Funding Understanding How  Revenue Limit Funding 
Works Works 

Conceptual UnderstandingConceptual Understanding
Basic Formula and ExceptionsBasic Formula and Exceptions

History LessonsHistory Lessons
Serrano Priest, SB 813 Reforms, Prop 13, Gann Serrano Priest, SB 813 Reforms, Prop 13, Gann 
Limit, Proposition 98Limit, Proposition 98



5/12/2008 fh.cbomentorsession1-2006 3

Part I  OutlinePart I  Outline

20082008--09 funding09 funding
Discussion on the elements of 2008Discussion on the elements of 2008--09 funding09 funding
Follow up in June with more informationFollow up in June with more information

Resource documentsResource documents
20072007--08 Revenue Limit Documents08 Revenue Limit Documents
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Part 2 Part 2 -- OutlineOutline

Revenue Limit in Excruciating DetailRevenue Limit in Excruciating Detail
COLA, Deficits, EqualizationCOLA, Deficits, Equalization
PERS, UnemploymentPERS, Unemployment
Charter, Continuation, Community Day School, Necessary Charter, Continuation, Community Day School, Necessary 
Small Schools, Supplemental InstructionSmall Schools, Supplemental Instruction

How does the cash and paperwork flow?How does the cash and paperwork flow?
Detail of Cash Flow mechanics and related documentsDetail of Cash Flow mechanics and related documents



Credit & Additional ResourcesCredit & Additional Resources

REQUIRED READING FOR ALL CBOREQUIRED READING FOR ALL CBO’’SS
School Services of CASchool Services of CA

Revenues and Revenue LimitRevenues and Revenue Limit
Published annually.Published annually.

Our thanks to School Services for an Our thanks to School Services for an 
extraordinary resource document.  This is the extraordinary resource document.  This is the 

definitive document on School District definitive document on School District 
Revenue Limits.  Revenue Limits.  
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Expectations/NormsExpectations/Norms

Questions/Dialogue are welcome and encouragedQuestions/Dialogue are welcome and encouraged

Periodic Periodic ““QuizzesQuizzes”” to test for comprehensionto test for comprehension

““HandsHands--onon”” activities to reinforce learningactivities to reinforce learning

Identification at key points of CBO leadership roleIdentification at key points of CBO leadership role
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BASIC CONCEPTS BASIC CONCEPTS 

Learning objectives and goalsLearning objectives and goals
Understand How  Revenue Limit Funding Works Understand How  Revenue Limit Funding Works 

Conceptual Understanding of the Conceptual Understanding of the basic formulabasic formula
and exceptions.  and exceptions.  
Understand the relationship of Understand the relationship of state aid and taxesstate aid and taxes..
Understand the Understand the role of ADArole of ADA in revenue limit in revenue limit 
funding.funding.
Understand how  Understand how  historical legislative actionshistorical legislative actions
impact funding today.impact funding today.
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BASIC CONCEPTS BASIC CONCEPTS 

Learning objectives and goalsLearning objectives and goals

Revenue limitsRevenue limits
Understand Understand COLA, Deficits, EqualizationCOLA, Deficits, Equalization..

Understand why each district has a Understand why each district has a 
different revenue limitdifferent revenue limit..

Understand basic relationship ofUnderstand basic relationship of ADA ADA with with 
regards to funding.regards to funding.
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BASIC CONCEPTS BASIC CONCEPTS 

Learning objectives and goalsLearning objectives and goals

Revenue limit % increases relative to Revenue limit % increases relative to 
negotiations negotiations –– begin the discussionbegin the discussion to to 
understand the various ways of viewing the understand the various ways of viewing the % % 
increaseincrease in revenue.in revenue.



Seating ArrangementsSeating Arrangements

Who considers themselves Who considers themselves 
““ExpertsExperts”” in Revenue Limit in Revenue Limit 

funding?funding?
We need at least We need at least ONEONE person at person at 

each table.each table.
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Table DiscussionTable Discussion

Five Minute table discussionFive Minute table discussion
ONE VOLUNTEER FROM EACH TABLE ONE VOLUNTEER FROM EACH TABLE –– report report 

out.  out.  ONE MINUTEONE MINUTE.  Answer the question:.  Answer the question:
How do schools get most of their money?How do schools get most of their money?
Your Audience:Your Audience:
Table  1     New School Board Member workshop Table  1     New School Board Member workshop 
Table 2      Tax Payer GroupTable 2      Tax Payer Group
Table 3      Rotary  ClubTable 3      Rotary  Club
Table 4      PTATable 4      PTA
Table 5      Teachers Negotiations groupTable 5      Teachers Negotiations group
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Experts Experts -- Your  AssignmentYour  Assignment

Ensure that Ensure that EVERYONE EVERYONE at your table leaves at your table leaves 
with an understanding of  Revenue Limit with an understanding of  Revenue Limit 

funding at the end of the day.funding at the end of the day.

If not, you will  be If not, you will  be availableavailable to your table mates to your table mates 
during the next month to answer any during the next month to answer any 

questions they might have.questions they might have.
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Where Do Schools Get Most of Their Money?Where Do Schools Get Most of Their Money?

Primarily from Revenue Limit fundsPrimarily from Revenue Limit funds
ADA x District Revenue Limit = ADA x District Revenue Limit = EntitlementEntitlement
ADA = Average Daily AttendanceADA = Average Daily Attendance
Revenue Limit is different for each districtRevenue Limit is different for each district

Entitlement Entitlement –– the amount of money you should the amount of money you should 
receive from state aid and local taxes receive from state aid and local taxes 

Subtract local taxes from entitlementSubtract local taxes from entitlement
Balance is state aidBalance is state aid
Taxes goes up, state aid goes downTaxes goes up, state aid goes down
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SIMPLIFIED EXAMPLE - #1  
Understanding ADA x Revenue Limit  = Entitlement

Entitlement less Taxes = State Aid

1 District ADA (Average Daily Attendance) 1,000             
2 Revenue Limit varies by district 6,000$           
3 ADA x Revenue Limit = Line 1 x 2 6,000,000$    

4 Sources of funding
5 Property Taxes 1,000,000$    
6 State Aid Line 3 - line 5 5,000,000$    
7 Total Funding line 5 + line 6 6,000,000$    

Basic Calculation

Note;  Taxes increase, state aid decreases

Where Do Schools Get Most of Their Where Do Schools Get Most of Their 
Money?Money?
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SIMPLIFIED EXAMPLE - #2  
Understanding ADA x Revenue Limit  = Entitlement

Deficited Entitlement less Taxes = State Aid

Where Do Schools Get Most of Their Where Do Schools Get Most of Their 
Money?Money?

1 District ADA (Average Daily Attendance) 1,000             
2 Revenue Limit varies by district 6,000$           
3 ADA x Revenue Limit = Line 1 x 2 6,000,000$    
4 Deficit Funding 99.000% 5,940,000$    

Sources of funding
5 Property Taxes 1,000,000$    
6 State Aid Line 4 - line 5 4,940,000$    
7 Total Funding line 5 + line 6 5,940,000$    

60,000$         

Basic Calculation

Note;  Taxes increase, state aid decreases

Loss due to deficit (Line 3 - Line 4)
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Deficit Follow UpDeficit Follow Up

In 2006In 2006--07 & 200707 & 2007--08 08 
NO REVENUE LIMIT DEFICIT.NO REVENUE LIMIT DEFICIT.
But deficits existed in 2003But deficits existed in 2003--04, 200404, 2004--05, 200505, 2005--06.06.

But it is important to understand the potential But it is important to understand the potential 
for deficits.  More on that later!for deficits.  More on that later!

20082008--09 & beyond..high likelihood of deficits09 & beyond..high likelihood of deficits
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High Taxes/Low TaxesHigh Taxes/Low Taxes

District A District A –– low property valueslow property values
District B District B –– high property valueshigh property values

District A District B
ADA 1,000 1,000
Revenue Limit 6,000$          6,000$        
ADA x RL 6,000,000 6,000,000
TAXES (1,000,000) (4,000,000)
State Aid 5,000,000 2,000,000
Total State Aid 

& Taxes
6,000,000 6,000,000 
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Exceptions to the RuleExceptions to the Rule

BASIC Aid DistrictBASIC Aid District
Please note this is 
truly an exception.  
Very few districts in 
CA have a tax base 

this high.

1 District ADA 1,000
2 Revenue Limit  6,000
3 ADA x Revenue Limit = 6,000,000
4 Sources:
5 Property Taxes 10,000,000

BASIC AID INCOME EXAMPLE
Note: Limited #  of High Property Wealth Districts

Funding in EXCESS of entitlement6 4,000,000 
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Exceptions to the RuleExceptions to the Rule

Necessary Small SchoolNecessary Small School

Several Restrictions
• Size of District (under 2,500 ADA).  
• Distance of School from other Schools.

0-24 ADA 1 teacher = 125,000$         
For each "24" ADA = @ $125,000

 School with 10 ADA x $6,000 RL = $60,000

Necessary Small School Example

OR
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Summary of Simple Stuff Summary of Simple Stuff 

1.1. ADA x RL = Entitlement ADA x RL = Entitlement 
2.2. ADA = Greater of Current or Prior Year ADAADA = Greater of Current or Prior Year ADA
3.3. RL = Revenue Limit. Unique for each district. State wide RL = Revenue Limit. Unique for each district. State wide 

average for 2007average for 2007--08  shown below.08  shown below.
4.4. Entitlement x deficit = Amount of money you are Entitlement x deficit = Amount of money you are 

receiving.  receiving.  
5.5. Deficited Entitlement less Taxes = State AidDeficited Entitlement less Taxes = State Aid

1

State Wide 
Average 

Revenue Limit

2006-07 State 
Wide Average 

Revenue 
Limit (RL)

2007-08 
COLA *

2007-08 State 
Wide Average 

Revenue 
Limit (RL) **

2 4.53%

3 Elementary  $      5,326  $         241  $      5,567 

4 High School  $      6,400  $         290  $      6,690 

5 Unified  $      5,569  $         252  $      5,821 
6

7 ** Revenue limit with COLA, but "effective" RL is  RL x deficit

* Flat Amount to district depending upon Elementary, Unified, 
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QUIZQUIZ

District Property Taxes have increased District Property Taxes have increased 
due to an inflated real estate market.  due to an inflated real estate market.  
The increase in property taxes means The increase in property taxes means 
more money for our district.  more money for our district.  

True True 
FalseFalse

Note:  Note:  Not a basic aid districtNot a basic aid district.  e.g., Property taxes are less than entitlement.  e.g., Property taxes are less than entitlement



5/12/2008 fh.cbomentorsession1-2006 22

ANSWERANSWER

False.  False.  
Property taxes increase Property taxes increase –– state aid decreasesstate aid decreases

Note:  Not a basic aid district.  e.g., Property taxes are less Note:  Not a basic aid district.  e.g., Property taxes are less than entitlementthan entitlement

1 District ADA (Average Daily Attendance) 1,000             1,000            
2 Revenue Limit varies by district 6,000$           6,000$          
3 ADA x Revenue Limit = Line 1 x 2 6,000,000$    6,000,000$  

Sources of funding
4 Property Taxes 3,000,000$    3,600,000$  
5 State Aid Line 3 - line 4 3,000,000$    2,400,000$  
6 Total Funding line 4 + line 5 6,000,000$    6,000,000$  

Note;  Taxes increase, state aid decreases
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HoweverHowever……..

What if your ADA continues to decline?  And your What if your ADA continues to decline?  And your 
property taxes continue to increase?  A Basic Aid property taxes continue to increase?  A Basic Aid 
funding model might be in your future.funding model might be in your future.

Be aware that some of your property taxes are ERAF Be aware that some of your property taxes are ERAF 
funds funds –– and those are NOT allocated to Basic Aid and those are NOT allocated to Basic Aid 
Districts.  ERAF Districts.  ERAF –– Education Revenue Education Revenue 
Augmentation Funds (more on that later)Augmentation Funds (more on that later)

A B
Buf - if ADA 

declines - property 
tax goes up

1 District ADA (Average Daily Attendance) 1,000             1,000            750               
2 Revenue Limit varies by district 6,000$           6,000$          6,000$         
3 ADA x Revenue Limit = Line 1 x 2 6,000,000$    6,000,000$  4,500,000$  

Sources of funding
4 Property Taxes 3,000,000$    3,600,000$  4,000,000$  
5 State Aid Line 3 - line 4 3,000,000$    2,400,000$  
6 Total Funding line 4 + line 5 6,000,000$    6,000,000$  

Note;  Taxes increase, state aid decreases
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QUIZQUIZ
A community member has asked your superintendent how much does A community member has asked your superintendent how much does 
the district receive in local taxes and state aid for your reventhe district receive in local taxes and state aid for your revenue limit.ue limit.

Your Base Revenue Limit for 2007Your Base Revenue Limit for 2007--08  after COLA is $6,000.  You are 08  after COLA is $6,000.  You are 
growing and your ADA is 1,000.  Your local property taxes for 20growing and your ADA is 1,000.  Your local property taxes for 200707--08 08 
are expected to be $2,000,000. are expected to be $2,000,000. 
Question:  Based on the above information, what dollar amount shQuestion:  Based on the above information, what dollar amount should ould 
you provide to your Superintendent as the amount of state aid foyou provide to your Superintendent as the amount of state aid for r 
revenue limit your district receives?  What  are local taxes of revenue limit your district receives?  What  are local taxes of the total?the total?

1 ADA
2 Base Revenue Limit (BRL)
3 ADA x BRL Line 1 x 2
4 Local Property Taxes
5 State Aid Line 3 - 4

6
Taxes as a % of Entitlement  
Line 4/ Line 3



OK that was easy..OK that was easy..

What if I told you that ADA was declining? And What if I told you that ADA was declining? And 
last year we had 1,100 student.last year we had 1,100 student.

What if I told you that property taxes were $10 What if I told you that property taxes were $10 
million?million?
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answeranswer
1 ADA 1,000             
2 Base Revenue Limit (BRL) 6,000.00$      
3 ADA x BRL Line 1 x 2 6,000,000$    
4 Local Property Taxes 2,000,000      
5 State Aid Line 3 - 4 4,000,000$    

6
7 Taxes/Entitlement 2,000,000       6,000,000$     33%

1 ADA 1,100             
2 Base Revenue Limit (BRL) 6,000.00$      
3 ADA x BRL Line 1 x 2 6,600,000$    
4 Local Property Taxes 2,000,000      
5 State Aid Line 3 - 4 4,600,000$    
6
7 Taxes/Entitlement 2,000,000       6,600,000$     30%

1 ADA 1,100             
2 Base Revenue Limit (BRL) 6,000.00$      
3 ADA x BRL Line 1 x 2 6,600,000$    
4 Local Property Taxes 10,000,000    
5 State Aid Line 3 - 4
6
7 Taxes/Entitlement 10,000,000     6,600,000$     152%

Taxes as a % of Entitlement  
Line 4/ Line 3

Taxes as a % of Entitlement  

Taxes as a % of Entitlement  
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Revenue Limit History Revenue Limit History -- 19701970

Does each district have the same revenue limit Does each district have the same revenue limit 
per student?per student?

THE SIMPLE ANSWER IS NO.THE SIMPLE ANSWER IS NO.

1971 (final decision 1976) Serrano vs Priest court decision1971 (final decision 1976) Serrano vs Priest court decision
(Serrano was parent, Priest was CA treasurer at that time)(Serrano was parent, Priest was CA treasurer at that time)

Prior to Serrano Priest, districts were funded primarily on propPrior to Serrano Priest, districts were funded primarily on property erty 
taxes.  The courts found this was an unequal way to fund schoolstaxes.  The courts found this was an unequal way to fund schools..

Funding converted to per ADA amount and became the basis for Funding converted to per ADA amount and became the basis for 
funding in the future (SB 90/1972, AB 65/1977)  funding in the future (SB 90/1972, AB 65/1977)  

Note: SB = Senate Bill, AB = Assembly BillNote: SB = Senate Bill, AB = Assembly Bill
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Revenue Limit History Revenue Limit History -- 19701970

Concept was simple:Concept was simple:
ADA (Average Daily Attendance) x Revenue Limit  ADA (Average Daily Attendance) x Revenue Limit  

= Entitlement= Entitlement

Subtract amount received from property taxes Subtract amount received from property taxes 
•• Balance = State AidBalance = State Aid

Prop. 13 slashed property taxes an average of 60%Prop. 13 slashed property taxes an average of 60%
•• 1% minimum property tax rate1% minimum property tax rate
•• 2/3 requirement to pass new taxes/bond measure2/3 requirement to pass new taxes/bond measure

So what happens to State Aid when taxes So what happens to State Aid when taxes 
decline?decline?
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Who moved my property taxes?Who moved my property taxes?
Proposition 13 left  local government (cities/counties) reelinProposition 13 left  local government (cities/counties) reeling from g from 

the impact of the loss of revenues and the state provided some the impact of the loss of revenues and the state provided some 
bailout relief.  In order to provide more of a permanent solutiobailout relief.  In order to provide more of a permanent solution, n, 
(1979(1979--80) property taxes  were moved from schools to cities and 80) property taxes  were moved from schools to cities and 
counties. The state backfilled schools. counties. The state backfilled schools. 

State of CA Fiscal Crisis.  1992State of CA Fiscal Crisis.  1992--93/19199393/191993--94.94.
The State moved money from cities/counties back to schools.   TThe State moved money from cities/counties back to schools.   These hese 

funds ($3.7 billion) were called ERAF, Education Revenue funds ($3.7 billion) were called ERAF, Education Revenue 
Augmentation Fund.  Cities/Counties = HURT.  Schools = No new $.Augmentation Fund.  Cities/Counties = HURT.  Schools = No new $.
And the winner isAnd the winner is……State of CA = SAVED MONEY.State of CA = SAVED MONEY.

1979-80

1992-94

1979-80 Cities & 
Counties

1992-94
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Who moved my property taxes?Who moved my property taxes?
20042004--05,  State of CA took 05,  State of CA took ¼¼ cent cent 

sales tax from local government.   sales tax from local government.   
They replaced it with  $1.1 billion They replaced it with  $1.1 billion 
taken from schools.  State of CA taken from schools.  State of CA 
replaced lost school revenue.  replaced lost school revenue.  
Why? Improved bond rating.Why? Improved bond rating.

$4.1 billion shift in property taxes from $4.1 billion shift in property taxes from 
schools to local government  to schools to local government  to 
keep local government keep local government ““wholewhole”” on on 
the loss of  Vehicle License Fees.    the loss of  Vehicle License Fees.    
State of CA replaced lost school State of CA replaced lost school 
revenue.revenue.

$1.3 billion from local government $1.3 billion from local government 
back to schools for 2004back to schools for 2004--05 and 05 and 
20052005--06.  Proposition 1A.   Why? 06.  Proposition 1A.   Why? 
$1.3 billion in exchange for a $1.3 billion in exchange for a 
promise not to raid local promise not to raid local 
government coffers in the future.government coffers in the future.

in billions
Schools

 County 
Govnt 

State of 
CA  Total

Sales tax (1.1)$         1.1$          ‐$         
Property tax (1.1)$         1.1$          ‐$         
State Aid backfill 1.1$          (1.1)$         ‐$         

Property tax (4.1)$        4.1$         ‐$        
State Aid backfill 4.1$         (4.1)$        ‐$        

Property tax 1.3$         (1.3)$        ‐$        
State Aid backfill (1.3)$        1.3$         ‐$        

VLF

1/4 cent sales tax

"final" shift



Negative ERAFNegative ERAF
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Something new to worry about.  As taxes are Something new to worry about.  As taxes are 
shifted, they are netted against ERAF.  More shifted, they are netted against ERAF.  More 
taxes are moved than the original ERAFT taxes are moved than the original ERAFT 
resulting in a negative ERAF which is netted resulting in a negative ERAF which is netted 
against secured taxes.against secured taxes.

Schools
County 
Govnt

1993‐94 ERAF SHIFT 3.7 ‐3.7
2005‐06, net prop tx 

shifted ‐5.1 5.1
2006‐07, net prop tx 

shifted ‐6.8 6.8
Result ‐ NEGATIVE ERAF REPORTED ‐ NET 

AGAINST SECURED TAXES



Do I care?Do I care?

Cash flow.  There have been some unpleasant Cash flow.  There have been some unpleasant 
surprises for districts as tax estimates were surprises for districts as tax estimates were 
revised over time.  Eventually the district is revised over time.  Eventually the district is 
made whole, but cash flow can be an issue.made whole, but cash flow can be an issue.
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 County Auditor 
estimate 

November 07 

 County Auditor 
estimate April 

2008 
 Final taxes ‐ July 

2008 
1 ADA 1,000                   1,000                  1,000                  
2 Revenue Limit 6,000                   6,000                  6,000                  
3 ADA x RL 6,000,000           6,000,000           6,000,000          
4 Property taxes 4,000,000           4,500,000           3,500,000          
5 State Aid 2,000,000           1,500,000           2,500,000          
6 Change in state aid (500,000)             1,000,000          

7 Cash flow adjusts 
 Cash flow 
adjusts  Cash flow adjusts 

8 February 2008  June 2008  February 2009
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ERAF DISTRIBUTION ERAF DISTRIBUTION –– BASIC AIDBASIC AID

Example below.Example below.
District ADA declines, property tax increases (column District ADA declines, property tax increases (column 

b).  ERAF allocated only up to Entitlement.  b).  ERAF allocated only up to Entitlement.  
In Column C In Column C –– ADA declines further ADA declines further –– property taxes go property taxes go 

up up –– NO ERAF allocated.NO ERAF allocated.
A B C

ADA declines, taxes 
go up

ADA declines, taxes 
go up

1 District ADA (Average Daily Attendance) 1,000               750                500                
2 Revenue Limit varies by district 6,000$             6,000$           6,000$           
3 ADA x Revenue Limit = Line 1 x 2 6,000,000$      4,500,000$    3,000,000$    

Sources of funding
4 Property Taxes 3,500,000$      4,000,000$    5,000,000$    
5 ERAF 500,000$         600,000$       600,000$       
6 ERAF backed out (100,000)$      (600,000)$      
7   Subtotal  taxes 4,000,000$      4,500,000$    5,000,000$    
8 State Aid Line 3 - (line 4 & 5) 2,000,000$      -$               
9 Total Funding Line 7 + 8 6,000,000$      4,500,000$    5,000,000$    

10 Per ADA 6,000$             6,000$           10,000$         
Note;  Taxes increase, state aid decreases
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Revenue Limit (RL) HistoryRevenue Limit (RL) History

We are back to the Revenue Limit per ADA We are back to the Revenue Limit per ADA 
discussion.discussion.

There were significant variances in Revenue There were significant variances in Revenue 
Limits by district in 1970Limits by district in 1970’’s.   The plan was to s.   The plan was to 
bring up those below bring up those below and and hold harmless hold harmless those those 
above.above.

Districts below average received more COLA $ Districts below average received more COLA $ 
each year to bring them up.  Those above each year to bring them up.  Those above 
average received less $.average received less $.

Early 1980Early 1980’’s courts again looked at amounts per s courts again looked at amounts per 
ADA and deemed ADA and deemed ““substantial compliancesubstantial compliance””
with Serrano Priest decision that districts be with Serrano Priest decision that districts be 
funded equally.funded equally.
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More HistoryMore History

We now go to 1980s to understand some We now go to 1980s to understand some 
more history and how it relates to more history and how it relates to 
revenue limit calculations of todayrevenue limit calculations of today
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Revenue Limit History Revenue Limit History -- 19801980
Early 1980 recessionEarly 1980 recession

Funding crisis & bankrupt districts & start of AB 1200Funding crisis & bankrupt districts & start of AB 1200
AB 1200 AB 1200 -- County office approval of district budgets and County office approval of district budgets and 
interventionintervention

19831983--84 Economic Recovery and Reform (SB 813)84 Economic Recovery and Reform (SB 813)
Mentor teachers (now PAR)Mentor teachers (now PAR)
Longer day and year (changed again by Staff Development Longer day and year (changed again by Staff Development 
Program)Program)
Increased salaries for new teachers (the first Minimum Teacher Increased salaries for new teachers (the first Minimum Teacher 
Salary program)Salary program)
Statutory Cost of Living formula (implicit price deflator Statutory Cost of Living formula (implicit price deflator –– more on more on 
this later)this later)
Equalization for below average districts  Equalization for below average districts  
Establish revenue limit classificationsEstablish revenue limit classifications
Flat $ COLA per classification Flat $ COLA per classification –– no more differential COLAno more differential COLA

•• COLA now based on % of State AverageCOLA now based on % of State Average
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Revenue Limit History Revenue Limit History -- 1980 1980 
ContinuedContinued

Longer Day and Year Funding (SB 813)  Longer Day and Year Funding (SB 813)  
Other major change was longer day and yearOther major change was longer day and year
180 day school year180 day school year
Required number of minutesRequired number of minutes
$ added to Revenue Limit$ added to Revenue Limit
COLA each yearCOLA each year
Approx $200+ in revenue limit currently that relates to longer Approx $200+ in revenue limit currently that relates to longer 
day and year funding  day and year funding  
If number of minutes not met If number of minutes not met -- could lose $could lose $
• 36,000 minutes in K
• 50,400 grades 1 - 3
• 54,000 grades 4-8
• 64,800  grades 9-12
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Revenue Limit Revenue Limit ““AddAdd--onsons””

The REVENUE LIMIT PER ADA is redefined for some 
specific purposes.  Deficited Revenue limit per ADA 
without Add-Ons.
Special Education ADA revenue limit calculation

Equalization calculations

Failure to meet Minimum Minute/Day standards can 
result in loss of these funds

Future Add-ons – typically not rolled in (e.g., new 
beginning teacher salary amounts)
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CBO Leadership RoleCBO Leadership Role

Be able to tell the story of the history of school finance Be able to tell the story of the history of school finance 
–– it is critical to understanding our current funding it is critical to understanding our current funding 
model.model.

Have a variety of presentations ready for  various Have a variety of presentations ready for  various 
audiences audiences –– school board, community groups, union school board, community groups, union 
meetings, PTA, service clubs, taxpayers association, meetings, PTA, service clubs, taxpayers association, 
bond oversight committees.bond oversight committees.

You are the schools ambassador  You are the schools ambassador  -- your communication your communication 
role to the community at large is critical.role to the community at large is critical.
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CBO Leadership Role CBO Leadership Role –– Instructional Minutes Instructional Minutes 

Review Review SYSTEMSSYSTEMS in place to ensure in place to ensure 
Instructional Minutes requirement is met Instructional Minutes requirement is met 

Varies by district as to who is responsible, but Varies by district as to who is responsible, but 
ultimately CBO should be intimately involvedultimately CBO should be intimately involved

Instructional Minute requirements noted beforeInstructional Minute requirements noted before
•• Audited annuallyAudited annually
•• Accurate Bell Schedules are importantAccurate Bell Schedules are important
•• Track Minimum Days in count of minutesTrack Minimum Days in count of minutes
•• Emergencies Emergencies –– file waiver (J13)file waiver (J13)

If audit reveals non compliance;  loss of amounts If audit reveals non compliance;  loss of amounts 
rolled into Revenue Limitrolled into Revenue Limit



5/12/2008 fh.cbomentorsession1-2006 41

JJ--13 Waiver Elements 13 Waiver Elements 
Nature of Emergency (describe):Nature of Emergency (describe):
Name of School(s):Name of School(s):
(if request covers all schools, write "all schools")(if request covers all schools, write "all schools")
School Code(s):School Code(s):
We request that apportionments be maintained and instructional tWe request that apportionments be maintained and instructional time ime 
credited for the above named school(s) without regard to the faccredited for the above named school(s) without regard to the fact that t that 
the school(s) were closed on (dates): because of the described the school(s) were closed on (dates): because of the described 
emergency. Approval of this request authorizes the local educatiemergency. Approval of this request authorizes the local educational onal 
agency to disregard these days in the computation of average daiagency to disregard these days in the computation of average daily ly 
attendance (ADA) (per Section 41422) and attendance (ADA) (per Section 41422) and obtain credit for instructional obtain credit for instructional 
time for the days and the instructional minutes that would have time for the days and the instructional minutes that would have been been 
regularly offered on those days pursuant to regularly offered on those days pursuant to Education Code Education Code Section Section 
46200, et seq.46200, et seq.
If the school closure resulted from a power outage or impassableIf the school closure resulted from a power outage or impassable roads roads 
caused by inclement weather, state the number of school closure caused by inclement weather, state the number of school closure days days 
for the same conditions in each of the last five years:for the same conditions in each of the last five years:
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Revenue Limit More DetailsRevenue Limit More Details

COLACOLA

DeficitDeficit

EqualizationEqualization

ADAADA
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Budget Provides COLA Budget Provides COLA -- What Does That Mean?What Does That Mean?

Revenue Limits (RL) receive COLA Revenue Limits (RL) receive COLA 
COLA = Cost of Living AdjustmentCOLA = Cost of Living Adjustment
Implicit price deflator for government Implicit price deflator for government 
goods goods 
and services determined in May of each and services determined in May of each 
year year 
Estimated in JanuaryEstimated in January
Published by the Dept. of CommercePublished by the Dept. of Commerce
Revenue Limit (RL) COLA guaranteed is Revenue Limit (RL) COLA guaranteed is 
added to RLadded to RL
Based on percentage of statewide average Based on percentage of statewide average 
(not district unique revenue limit)(not district unique revenue limit)
BUTBUT…… this does not mean funds are this does not mean funds are 
appropriated (deficit)appropriated (deficit)

Fiscal Year
Final 

COLA 
(May)

1997-98 2.65%
1998-99 3.95%
1999-00 1.41%
2000-01 3.17%
2001-02 3.87%
2002-03 2.00%
2003-04 1.86%
2004-05 2.41%
2005-06 4.23%
2006-07 5.92%
2007-08 4.53%
2008-09 Jan est 4.94%
2008-09 May 5.66%

COLA History
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More Information than you ever wantedMore Information than you ever wanted

……Published by the U.S. Department of Commerce, Bureau Published by the U.S. Department of Commerce, Bureau 
of Economic Analysis. It is presented in the National of Economic Analysis. It is presented in the National 
Income and Product Accounts Table 3.9.4Income and Product Accounts Table 3.9.4——Price Indexes Price Indexes 
for Government Consumption of Expenditures and Gross for Government Consumption of Expenditures and Gross 
Investment. Investment. 
http://www.bea.gov/bea/dn/nipaweb/TableView.asp#Midhttp://www.bea.gov/bea/dn/nipaweb/TableView.asp#Mid

KK--12 statutory COLA for use in 200812 statutory COLA for use in 2008--09 09 
sum of the values from 2007/Q2 through 2008/Q1 sum of the values from 2007/Q2 through 2008/Q1 
compared with the sum for the prior four quarters.compared with the sum for the prior four quarters.
Finalized in April 2008, becoming the statutory COLA for Finalized in April 2008, becoming the statutory COLA for 
KK--12 programs in 200812 programs in 2008--09.09.
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State Wide Average RL & COLAState Wide Average RL & COLA

1

State Wide 
Average 

Revenue Limit

2006-07 State 
Wide Average 

Revenue 
Limit (RL)

2007-08 
COLA *

2007-08 State 
Wide Average 

Revenue 
Limit (RL) **

2 4.53%

3 Elementary  $      5,326  $         241  $      5,567 

4 High School  $      6,400  $         290  $      6,690 

5 Unified  $      5,569  $         252  $      5,821 

6
* Flat Amount to district depending upon Elementary, Unified, 
High School

2007-08 State 
Wide Average 
Revenue Limit 

(RL) 

2008-09 
Est 

COLA

2008-09 
Average

2008-09 
Est COLA

4.94% 5.66%

Elementary  $       5,567  $       275  $       5,842  $         315 

High School  $       6,690  $       330  $       7,020  $         378 

Unified  $       5,821  $       288  $       6,109  $         330 

** Revenue limit with COLA, but "effective" funding is revenue limit x deficit

* Flat Amount to district depending upon Elementary, Unified, High School



5/12/2008 fh.cbomentorsession1-2006 46

How do I keep track of all  this data?How do I keep track of all  this data?

The best resource is The best resource is 

School Services of California.School Services of California.

They provide timely information on a daily basis with They provide timely information on a daily basis with 
their fiscal report updates as well as providing their fiscal report updates as well as providing 
budget conferences (January Preliminary budget, budget conferences (January Preliminary budget, 
May Revise, and Final Budget Conference in July)May Revise, and Final Budget Conference in July)

Their Their ““DartboardDartboard”” is an invaluable tool for budget is an invaluable tool for budget 
planning.planning.
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QUIZ QUIZ –– Calculate 2008Calculate 2008--09 COLA  09 COLA  
Hypothetical Hypothetical –– what if COLA was 6% what if COLA was 6% 

COLA Calculation
2007-08 Est. 
State Wide 

Average

What if COLA 
for 2008-09 

is?
ANSWER

6.00%

Elementary 5,567$             334$                    

High School 6,690$             401$                    

Unified 5,821$             349$                    
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20082008--09 COLA Debate09 COLA Debate

High likelihood  High likelihood  
COLA will NOT be funded in 2008COLA will NOT be funded in 2008--09 09 
(added to RL (added to RL –– then a deficit applied)then a deficit applied)

BUT  what is COLA % for your district?BUT  what is COLA % for your district?
DEPENDSDEPENDS……..
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Example Example –– District A, B, CDistrict A, B, C

If state 
COLA = 
5.66%

Same $315 to 
each.  

Therefore, 
COLA%  by 

District varies

Est. Statewide Average for Elem District = 5,567
Cost of Living Index (estimate) 5.66%

$ amount of increase 315.00$     

District A District B District C
ADA 1,000 1,000 1,000
PY Revenue Limit 5,500$      5,567$      6,000$       
COLA 315$         315$         315$          
New Rev Limit 5,815$      5,882$      6,315$       

COLA as % RL 5.73% 5.67% 5.25%
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QUIZQUIZ

The The implicit price deflator for government goods and implicit price deflator for government goods and 
servicesservices is published in May of 2008 for 2008is published in May of 2008 for 2008--09.  09.  
Elementary statewide average  $5,567.Elementary statewide average  $5,567.
You are an You are an elementaryelementary district with a revenue limit of district with a revenue limit of 
$6,000$6,000..
What if the COLA had  been 6%?What if the COLA had  been 6%?
The approximate DOLLAR amount of COLA you are The approximate DOLLAR amount of COLA you are 
entitled to in 2008entitled to in 2008--09 if COLA increases to 6%?09 if COLA increases to 6%?

A)A)$360$360
B)B)$334$334
C)C)$315$315
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ANSWER IF COLA WERE 6%ANSWER IF COLA WERE 6%
You are an You are an elementaryelementary district with a revenue limit of $6,000.district with a revenue limit of $6,000.

$6,000 x 6%= $360   WRONG ANSWER$6,000 x 6%= $360   WRONG ANSWER

BUT REMEMBER STATEWIDE AVERAGE IS BUT REMEMBER STATEWIDE AVERAGE IS 
ABOUT $5,567ABOUT $5,567

CORRECT ANSWER IF COLA WERE 6%CORRECT ANSWER IF COLA WERE 6%

Statewide average 5,567 5,567
If COLA was  = 5.66% 6.00%
$ amount of COLA for Elem. 315.00$    334.00$     
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Your revenue limit increase is Your revenue limit increase is 
5.66% and suspend reality for a 5.66% and suspend reality for a 
moment and assume it was fully moment and assume it was fully 
funded.  You can expect to give funded.  You can expect to give 
COLA increases to employees of COLA increases to employees of 
5.66%.5.66%.

-- TrueTrue
-- FalseFalse
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What you What you mightmight be saying at the tablebe saying at the table……....

We did receive  5.66% COLA (hypothetical) on our We did receive  5.66% COLA (hypothetical) on our 
revenue limit.revenue limit.

But not all categoricals received the COLA .  We had a reductionBut not all categoricals received the COLA .  We had a reduction in in 
federal income sources, we lost forest reserve funds, we are federal income sources, we lost forest reserve funds, we are 
declining in enrollment.  Our effective COLA increase from all declining in enrollment.  Our effective COLA increase from all 
sources was only 4.0%sources was only 4.0%
And we had step and column increase of 2%...And we had step and column increase of 2%...
And we picked up increased benefit costsAnd we picked up increased benefit costs……
And we declined in enrollment by over 100 studentsAnd we declined in enrollment by over 100 students
And we have to replace three busses with some of the new dollarsAnd we have to replace three busses with some of the new dollars
And we want to restore our music program that we cut two years aAnd we want to restore our music program that we cut two years agogo
And the county is talking about a possible qualified first interAnd the county is talking about a possible qualified first interim im 
because we canbecause we can’’t meet our financial obligations in 2009t meet our financial obligations in 2009--10 because of 10 because of 
projected declining enrollment projected declining enrollment 
And remember, as  CBO of this district I have to sign off on anyAnd remember, as  CBO of this district I have to sign off on any
settlements certifying that we can afford it (and that isnsettlements certifying that we can afford it (and that isn’’t looking too t looking too 
probable)probable)



DEFICIT DETAILDEFICIT DETAIL
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Deficit Discussion Deficit Discussion –– History Lesson...History Lesson...
Back to 2003Back to 2003--0404

20032003--04 COLA (cost of living adjustment) 1.86%04 COLA (cost of living adjustment) 1.86%
percentage times statewide average (NOT district RL)percentage times statewide average (NOT district RL)

•• e.g., all elementary districts receive $85 COLAe.g., all elementary districts receive $85 COLA
Added to Revenue Limit, BUT NOT FUNDEDAdded to Revenue Limit, BUT NOT FUNDED

Reduction to Revenue LimitReduction to Revenue Limit
1.2% reduction to funding in 20031.2% reduction to funding in 2003--0404

Result Result –– 3% funding reduction3% funding reduction
But funding loss from prior year was 1.2%But funding loss from prior year was 1.2%
Balance of 1.8% resulted from COLA added and not fundedBalance of 1.8% resulted from COLA added and not funded
Note: Actual percentage varies for high/low revenue limit Note: Actual percentage varies for high/low revenue limit 
districtsdistricts
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What is the Status of the Deficit Factor in 2006What is the Status of the Deficit Factor in 2006--07?07?

20032003--04 3% FACTOR OR 97% FUNDED04 3% FACTOR OR 97% FUNDED
20042004--05  @ 2% FACTOR OR 98% FUNDED05  @ 2% FACTOR OR 98% FUNDED
20052005--06 @ 1% FACTOR OR 99% FUNDED06 @ 1% FACTOR OR 99% FUNDED
20062006--07 FULLY RESTORED!07 FULLY RESTORED!

Average deficit reduction per ADA 
(Elementary District)

Elem.
Revenue 

Limit*

Deficit 
Factor

Amount of  
Deficit Change

2003-04 4,648              3.002% -141
2004-05 4,776              2.143% -102 39$                  
2005-06 4,985              0.892% -44 58$                  
2006-07 5,334              44$                  
* Statewide Average
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More information than you ever wanted!More information than you ever wanted!

1
2 Deficit factor Deficit* Deficit factor Deficit Deficit factor Deficit Deficit factor Deficit
3 Revenue Limit REDUCTION  (03-04 1.2% *) 98.802% 1.198% 99.677% 0.323% 100.000% 100.000%
4 Unfunded COLA (03-04 1.86%*) 98.174% 1.826% 98.174% 1.826% 99.108% 0.892% 100.000%
5 % funded ( line 3x 4) 96.998% 97.857% 99.108% 100.000%
6 or % unfunded (100% - line 5) 3.002% 2.143% 0.8920%
7 % restored 0.859% 1.251% 0.892%

* 1.2% reduction = 1.198% deficit, 1.86% COLA = 1.826 deficit

2003-04 2004-05 2005-06 2006-07
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Why should I care?Why should I care?

Deficits make explaining revenue limits very difficult.  Deficits make explaining revenue limits very difficult.  
However, they are an important way of tracking However, they are an important way of tracking 
““unfundedunfunded”” legislative obligations.legislative obligations.

Will they occur in our future?  If past history is an Will they occur in our future?  If past history is an 
indicator, YES !  And probably starting again in 2008indicator, YES !  And probably starting again in 2008--
09.09.

See next slide (courtesy of School Services) for the See next slide (courtesy of School Services) for the 
deficit history of the 90deficit history of the 90’’s.  s.  
Statutory Cost of living increases NOT funded Statutory Cost of living increases NOT funded 
because the state had no money.  When funding because the state had no money.  When funding 
received received –– NOT RETROACTIVE.NOT RETROACTIVE.
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Added Added ““InequalityInequality”” with Unfunded COLA with Unfunded COLA 

As noted COLA is a % of statewide average, As noted COLA is a % of statewide average, 
therefore effective COLA differstherefore effective COLA differs
When COLA is unfunded, the disparity widensWhen COLA is unfunded, the disparity widens
COLA added in at statewide averageCOLA added in at statewide average
Deducted as % of Revenue Limit (not flat Deducted as % of Revenue Limit (not flat 
amount)amount)

1 Elementary District 5,567              6,000              

2 COLA of 5.66% 315                 315                 

3 Total  5,882              6,315              
4 COLA not funded 94.645% 94.645%
5 RL after deficit 5,567              5,977              
6 DEDUCT 315                 338                 
7 GREATER IMPACT 23                   
8 Deficit factor 5.355% 5.355%
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Remember Remember –– Effective COLA is Another StoryEffective COLA is Another Story

Revenue Limit is about 70% to 80% of Revenue Limit is about 70% to 80% of 
Funding (sample below)Funding (sample below)

1 Unrestricted Restricted Total
2 Revenue Limit 15,200,000    100,000          15,300,000      
3 Federal Revenue 160,000        600,000          760,000          
4 Other State Revenue 2,000,000      1,100,000       3,100,000        
5 Local Revenue 700,000        1,000,000       1,700,000        
6 Total 18,060,000    2,800,000       20,860,000      
7 Revenue Limit as % of Total 73%
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Effective COLAEffective COLA

Effective COLAEffective COLA
20062006--07 example07 example
Deficit restored to RL + EQ + COLADeficit restored to RL + EQ + COLA

1

Funding 
before 

COLA/Deficit

COLA, Deficit,  
Equalization Total Funding % Change

2 Revenue Limit 14,166,700    1,133,300       15,300,000      8.00%
3 State Revenue (minus lottery) 2,500,000      100,000          2,600,000        4.00%
4 Special Ed (federal/local) 966,200        33,800            1,000,000        3.50%
5 Other 1,960,000      -                 1,960,000        0.00%
6 Total 19,592,900    1,267,100       20,860,000      6.47%
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Negotiations DebateNegotiations Debate

UNION (2006UNION (2006--07)07)
We know the district received over an 8% increase in We know the district received over an 8% increase in 

the revenue limit alone.  PLUS lots of other new the revenue limit alone.  PLUS lots of other new 
dollars.dollars.

And the governor indicates that the economy of CA is And the governor indicates that the economy of CA is 
strong and the budget is balanced.strong and the budget is balanced.

We have gone several years without raises and our We have gone several years without raises and our 
salaries are well below other districts.salaries are well below other districts.
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Negotiations DebateNegotiations Debate

Management (2006Management (2006--07)07)
Yes, we received a revenue limit increase of 8%.Yes, we received a revenue limit increase of 8%.
But the effective COLA is only 6.5%.But the effective COLA is only 6.5%.
Less step & column (2%)Less step & column (2%)
Less health and welfare increased costs because we donLess health and welfare increased costs because we don’’t t 
have a benefit caphave a benefit cap
Less fuel costsLess fuel costs
Less other increased costsLess other increased costs
Balance = ??Balance = ??

And then there are Declining Enrollment districts!  Who face And then there are Declining Enrollment districts!  Who face 
significant reductions in income and are seeing potentially significant reductions in income and are seeing potentially 
no increase in funding.no increase in funding.



20082008--09 Negotiations Debate09 Negotiations Debate
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Check for UnderstandingCheck for Understanding

ADA x Revenue Limit = Entitlement ADA x Revenue Limit = Entitlement 
Applies in most circumstances, some exceptionsApplies in most circumstances, some exceptions

ADA ADA Current or Prior Year ADA (more discussion on ADA Current or Prior Year ADA (more discussion on ADA 
later)later)

Revenue Limit gets Revenue Limit gets COLACOLA each yeareach year
May not be funded, but COLA gets added to revenue limitMay not be funded, but COLA gets added to revenue limit
COLA based on statewide average and each district revenue limit COLA based on statewide average and each district revenue limit is is 
uniqueunique

Entitlement x Entitlement x DEFICITDEFICIT = Money you are really getting= Money you are really getting

TaxesTaxes are are deducteddeducted from the deficited entitlement to arrive at from the deficited entitlement to arrive at 
state aidstate aid



5/12/2008 fh.cbomentorsession1-2006 67

CBO Leadership RoleCBO Leadership Role

Understand basic relationship of Understand basic relationship of revenue limitsrevenue limits and and 
taxestaxes

Understand and be able to explain Understand and be able to explain COLA COLA and and 
DeficitsDeficits

Know your revenue limitKnow your revenue limit with regards to statewide with regards to statewide 
average.  Know if you are above or below and why.average.  Know if you are above or below and why.

Develop communicationDevelop communication tools for negotiations so tools for negotiations so 
that funding increases are understoodthat funding increases are understood
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CBO Leadership RoleCBO Leadership Role
Review your internal Review your internal systems systems with regards to revenue limits.with regards to revenue limits.

What staff member updates the calculation and  do they understanWhat staff member updates the calculation and  do they understand all d all 
the elements?    the elements?    

Are there strong communication links between staff doing ADA Are there strong communication links between staff doing ADA 
projections, enrollment monitoring, projections, enrollment monitoring, ADA reportingADA reporting, and revenue limit , and revenue limit 
calculations?calculations?

Is the revenue limit calculation Is the revenue limit calculation reviewed and updatedreviewed and updated for budget, first for budget, first 
interim, second interim, end of year closing?interim, second interim, end of year closing?

Is it reviewed and compared to CDE certifications in February anIs it reviewed and compared to CDE certifications in February and d 
June?  For current year and prior years?   Do   June?  For current year and prior years?   Do   estimated Accounts estimated Accounts 
Receivables/PayablesReceivables/Payables for revenue limit  closely resemble the final CDE for revenue limit  closely resemble the final CDE 
adjustment?adjustment?

Is a Is a summary documentsummary document provided  that tracks the variances from one provided  that tracks the variances from one 
change to the next?change to the next?



5/12/2008 fh.cbomentorsession1-2006 69

Revenue Limit QuizRevenue Limit Quiz
complete the worksheet on the next pagecomplete the worksheet on the next page

ADAADA
Prior Year ADA Prior Year ADA 1,0001,000
Current Year ADA  Current Year ADA  900900

PY Revenue Limit for this specific district PY Revenue Limit for this specific district –– $6,000$6,000

20082008--09 Funding Assumptions09 Funding Assumptions
Elementary District Elementary District 
20072007--08 State Wide Average RL is $5,56708 State Wide Average RL is $5,567
Use 5.66% COLA Use 5.66% COLA 

Property Taxes = $3,000,000Property Taxes = $3,000,000
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1

2 2007-08 2008-09
3 Prior Year ADA > of current or PY ADA 1,000            1,000            
4 Current Year ADA 1,000            900               
5 Greater of Current or Prior Year ADA 1,000            
6

7 PY Revenue Limit  $         6,000 
8 COLA Elementary  $            315 
9 CY RL Line 7+8 6,000$          

10 Entitlement ( ADA x RL) Line 5 x 9 6,000,000$  
11 deficit 0.05355321
12 deficit factor 1 0.946446787

13

amount unfunded due to 
deficit

line 10 x 11
-$              

14 Entitlement less deficit Line 10 less Line 13  $  6,000,000 
15 Sources of funding
16 Property Taxes 3,000,000$   
17 State Aid Line 14 - line 16

18 Total Funding Line 16 + Line 17

19 PY funding Line 14 6,000,000$   
20 Change from Prior Year Line 18 less Line 19

21 Effective % change Line 20/line 19

Revenue Limit  Quiz
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AnswerAnswer

line 20 line 20 –– a small decrease from prior a small decrease from prior 
year?year?

If not, go back and check your workIf not, go back and check your work
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1

2 2007-08 2008-09 2008-09
3 Prior Year ADA > of current or PY ADA 1,000            1,000            1,000             
4 Current Year ADA 1,000            900               900                 
5 Greater of Current or Prior Year ADA 1,000            1,000             
6

7 PY Revenue Limit  $         6,000 6,000$           
8 COLA Elementary  $            315 315$              
9 CY RL Line 7+8 6,000$          6,315$           

10 Entitlement ( ADA x RL) Line 5 x 9 6,000,000$  6,315,000$   
11 deficit 0.05355321 0.053553213
12 deficit factor 1 0.946446787 0.946446787

13

amount unfunded due to 
deficit

line 10 x 11
-$              338,189$      

14 Entitlement less deficit Line 10 less Line 13  $  6,000,000 5,976,811$    
15 Sources of funding
16 Property Taxes 3,000,000$   3,000,000$    
17 State Aid Line 14 - line 16 2,976,811$    
18 Total Funding Line 16 + Line 17 5,976,811$    
19 PY funding Line 14 6,000,000$   6,000,000$    
20 Change from Prior Year Line 18 less Line 19 (23,189)$        
21 Effective % change Line 20/line 19 -0.3900%

Revenue Limit  Quiz



If state wide averageIf state wide average……..
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1

2 2007-08 2008-09 2008-09
3 Prior Year ADA > of current or PY ADA 1,000             1,000             1,000               
4 Current Year ADA 1,000             900                900                  
5 Greater of Current or Prior Year ADA 1,000             1,000              
6

7 PY Revenue Limit  $           5,567 5,567$             
8 COLA Elementary  $              315 315$                
9 CY RL Line 7+8 5,567$           5,882$             

10 Entitlement ( ADA x RL) Line 5 x 9 5,567,000$    5,882,000$     
11 deficit 0.053553213 0.053553213
12 deficit factor 1 0.946446787 0.946446787

13
amount unfunded due to deficit line 10 x 11 -$               315,000$        

14 Entitlement less deficit Line 10 less Line 13  $    5,567,000 5,567,000$      
15 Sources of funding
16 Property Taxes 3,000,000$     3,000,000$      
17 State Aid Line 14 - line 16 2,567,000$      
18 Total Funding Line 16 + Line 17 5,567,000$      
19 PY funding Line 14 5,567,000$     5,567,000$      
20 Change from Prior Year Line 18 less Line 19 -$                 
21 Effective % change Line 20/line 19

Revenue Limit  Quiz
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proposed 2.4% reductionproposed 2.4% reduction
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1

2 2007-08 2008-09 2008-09
3 Prior Year ADA > of current or PY ADA 1,000             1,000             1,000               
4 Current Year ADA 1,000             900                900                  
5 Greater of Current or Prior Year ADA 1,000             1,000              
6

7 PY Revenue Limit  $           5,567 5,567$             
8 COLA Elementary  $              315 315$                
9 CY RL Line 7+8 5,567$           5,882$             

10 Entitlement ( ADA x RL) Line 5 x 9 5,567,000$    5,882,000$     
11 deficit 0.0763 0.0763
12 deficit factor 1 0.9237 0.9237

13
amount unfunded due to deficit line 10 x 11 -$               448,797$        

14 Entitlement less deficit Line 10 less Line 13  $    5,567,000 5,433,203$      
15 Sources of funding
16 Property Taxes 3,000,000$     3,000,000$      
17 State Aid Line 14 - line 16 2,433,203$      
18 Total Funding Line 16 + Line 17 5,433,203$      
19 PY funding Line 14 5,567,000$     5,567,000$      
20 Change from Prior Year Line 18 less Line 19 (133,797)$        
21 Effective % change Line 20/line 19 -2.40%

Revenue Limit  Quiz
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EqualizationEqualization

EQUALIZATIONEQUALIZATION

OR OR 

WHY IS MY REVENUE LIMIT DIFFERENT WHY IS MY REVENUE LIMIT DIFFERENT 
FROM YOURS?FROM YOURS?
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Why After Why After ““EqualizationEqualization”” Are There So Many Are There So Many 
Differences?Differences?

Districts received significant equalization dollars in Districts received significant equalization dollars in 
prior years to bring them to statewide average  prior years to bring them to statewide average  

19841984--85, 199585, 1995--96, 199696, 1996--9797
In 1998In 1998--99 Revenue Limits were adjusted to reflect 99 Revenue Limits were adjusted to reflect 
actual ADAactual ADA
Adjustment based on 1996Adjustment based on 1996--97 data absence data97 data absence data
ExampleExample

1,000 ADA1,000 ADA
50 ADA from excused absences50 ADA from excused absences
950 ADA from actual attendance950 ADA from actual attendance
1,000 / 950 = 1.051,000 / 950 = 1.05
Revenue limit x 1.05 (or 5% INCREASE)Revenue limit x 1.05 (or 5% INCREASE)
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Sample of New ADA ChangeSample of New ADA Change

Before (ADA based on actual attendance and Before (ADA based on actual attendance and 
excused absences)excused absences)
1,000 ADA x $3,700 = $3,700,0001,000 ADA x $3,700 = $3,700,000

Recalculate revenue limitRecalculate revenue limit
50 ADA from excused absences (5%)50 ADA from excused absences (5%)
Actual ADA = 950Actual ADA = 950
$3,700,000 / 950 = $3,894.74$3,700,000 / 950 = $3,894.74

After (ADA based on actual attendance)After (ADA based on actual attendance)
950 ADA x $3,894.74 =$ 3,700,003950 ADA x $3,894.74 =$ 3,700,003
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Sample Data Sample Data 

Sample shown Sample shown –– using data from districts in El using data from districts in El 
Dorado County Dorado County 
Base Year ADA ratioBase Year ADA ratio

Note : ADA ratio ranged from Note : ADA ratio ranged from 3% to 7%3% to 7%
a b c d e f g h

d-e-f (e+f)/d
1996-97 P-2 

ADA - 
including 
absence

1996-97 
Excused 

Other Calculated 
Value

Excused 
as % of 

total

09 El Dorado 61978 RESCUE UNION ELEMENT   2,887.32 99.11 2,788.21 3.43%
09 El Dorado 61887 GOLD TRAIL UNION ELE   687.10 27.88 659.22 4.06%
09 El Dorado 61853 EL DORADO UNION HIGH   5,712.15 242.99 5,469.16 4.25%
09 El Dorado 73783 BLACK OAK MINE UNIFI   2,089.78 92.25 1,997.53 4.41%
09 El Dorado 61838 BUCKEYE UNION ELEMEN   3,547.79 163.30 3,384.49 4.60%
09 El Dorado 61929 MOTHER LODE UNION EL   1,731.16 82.26 1,648.90 4.75%
09 El Dorado 61846 CAMINO UNION ELEMENT   564.79 27.76 537.03 4.92%
09 El Dorado 61879 GOLD OAK UNION ELEME   945.49 46.49 899.00 4.92%
09 El Dorado 61903 LAKE TAHOE UNIFIED     5,696.56 297.82 5,398.74 5.23%
09 El Dorado 61911 LATROBE ELEMENTARY     160.80 8.75 152.05 5.44%
09 El Dorado 61952 PLACERVILLE UNION EL   1,419.73 78.37 1,341.36 5.52%
09 El Dorado 61945 PIONEER UNION ELEMEN   662.42 36.97 625.45 5.58%
09 El Dorado 61960 POLLOCK PINES ELEMEN   1,114.87 66.76 1,048.11 5.99%
09 El Dorado 61986 SILVER FORK ELEMENTA   25.63 1.47 0.20 23.96 6.52%
09 El Dorado 61895 INDIAN DIGGINGS ELEM   34.51 2.44 32.07 7.07%
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Sample Data from El Dorado CountySample Data from El Dorado County

Sample shown Sample shown –– using using 
data from districts in El data from districts in El 
Dorado County . Note : Dorado County . Note : 
ADA ratio ranged from ADA ratio ranged from 
3% to 7%3% to 7%

20042004--05 Estimated 05 Estimated 
EqualizationEqualization

RESCUE UNION 3.43%
GOLD TRAIL UNION 4.06%
EL DORADO UNION HIGH   4.25%
BLACK OAK MINE UNIFIED 4.41%
BUCKEYE UNION 4.60%
MOTHER LODE UNION 4.75%
CAMINO UNION 4.92%
GOLD OAK UNION 4.92%
LAKE TAHOE UNIFIED     5.23%
LATROBE ELEMENTARY     5.44%
PLACERVILLE UNION 5.52%
PIONEER UNION 5.58%
POLLOCK PINES 5.99%
SILVER FORK 6.52%
INDIAN DIGGINGS 7.07%

2004-05 Estimated 
Equalization

04-05 P-1 
Certification

El Dorad High Sch Dist 28.41
Rescue Elem 25.24
Gold Trail Elem 20.80
Buckeye Elem 17.19
Mother Lode Elem 15.40
Camino Elem 14.36
Gold Oak Elem. 14.15
Lake Tahoe Unified 15.15
Pioneer Elem 9.64
Placerville Elem 9.64
Pollock Pines Elem 5.96
Black Oak Mine Unif 7.07
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ADA RatioADA Ratio

District with 3% adjustmentDistrict with 3% adjustment

97% actual97% actual attendanceattendance in base yearin base year
Great attendanceGreat attendance

Lousy increase to Lousy increase to Revenue Limit (3%)Revenue Limit (3%)
Can they improve attendance beyond 97%?Can they improve attendance beyond 97%?
Can they maintain 97% actual attendance?Can they maintain 97% actual attendance?

District with 7% adjustmentDistrict with 7% adjustment

93% actual93% actual attendanceattendance in base yearin base year
Lousy attendanceLousy attendance

Great increase to Great increase to Revenue Limit (7%)Revenue Limit (7%)
Can they improve attendance beyond 93%?Can they improve attendance beyond 93%?
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Statewide data for 1996Statewide data for 1996--97 shows that 97% 97 shows that 97% 
of the ADA in the state was in the of the ADA in the state was in the --00-- to 6% to 6% 
rangerange

1996-97 ADA (actual plus excused) 5,398,471.60
Excused absences deduct 241,274.92
Balance = actual Attendance 5,157,196.68
Excused as % of total ADA - Statewide average 4.47%
# of districts in database (some districts not included) 998.00

Summary Statistics of 1996-97 Actual ADA data Actual ADA ADA % Count Count %
ADA for district less than = 4.47% (statewide average) 2,726,932.18 52.87% 545 54.61%
ADA for district > 4.47%, less than 6% 2,283,353.19 44.28% 379 37.98%
ADA for district > 6% 146,911.31 2.85% 74 7.41%
Total 5,157,196.68 100.00% 998 100.00%

SB 727 - Actual Attendance
1996-97 Statistics
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Equalization Debate Equalization Debate …………ContinuesContinues……

The Budget The Budget ““Deal MakerDeal Maker”” in 2001in 2001--02 was a provision for equalization of 02 was a provision for equalization of 
revenue limits.  New formula revenue limits.  New formula –– based on 90based on 90thth percentile percentile 
calculationcalculation

That is, the district for which no more than 10% of statewide ADThat is, the district for which no more than 10% of statewide ADA has A has 
higher fundinghigher funding

20012001--02 budget provided one time funding of 02 budget provided one time funding of 9.587% of funding needed 9.587% of funding needed 
to reach target (approximately $40 m.to reach target (approximately $40 m. of over $400 million cost).  of over $400 million cost).  
Continuation of the Continuation of the ““promisepromise”” was major issue in 2002was major issue in 2002--03 and 200303 and 2003--
04 budget04 budget……. Only no funding available. Only no funding available

20042004--05 Budget 05 Budget ($110 m) 25%($110 m) 25% of funding needed to reach targetof funding needed to reach target

20052005--06 06 –– no further equalizationno further equalization (but continues 2004(but continues 2004--05 funding)05 funding)

20062006--07 07 EQUALIZATION ($350 m.)  73% of funding needed to reach new EQUALIZATION ($350 m.)  73% of funding needed to reach new 
target.target.

20072007--08 No new funding.  200808 No new funding.  2008--09  Not a chance in 09  Not a chance in ……………………..
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1 District Revenue Limit (adjusted for "add-ons") 4,780.00$       

2 Base revenue limit of the district in which P-2 ADA is at 
the 90th percentile  $      4,823.34 

3 Entitlement Line 2- 1 43.34$            
4 Funding % (estimate February 2007) per CDE 0.73144
5 Estimated amount of revenue limit equalization Line 3 x 4 31.70$            

Elementary Districts—Under 101 ADA 5,877.68
Elementary Districts—Over 100 ADA 4,823.34
High School Districts—Under 301 ADA 6,337.77
High School Districts—Over 300 ADA 5,761.29
Unified Districts—Under 1,501 ADA 5,437.67
Unified Districts—Over 1,500 ADA 5,020.65

Estimated 2006-07 Equalization Benchmarks (February 2007 CDE 
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CBO Leadership RoleCBO Leadership Role

UnderstandUnderstand how your district is affected by how your district is affected by 
equalization proposals.equalization proposals.

Know Know your actual your actual attendance ratioattendance ratio and how it and how it 
relates to your current revenue limitrelates to your current revenue limit

Be able to Be able to communicate communicate in public forums on in public forums on 
this issue.  The most common question this issue.  The most common question –– why why 
does a neighboring district receive more does a neighboring district receive more 
money than we do?money than we do?
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Discussion Discussion 
Four Neighboring Elementary Districts Four Neighboring Elementary Districts 

Same Size Same Size -- 1,000 students1,000 students
Why do you think the Revenue Limit is different?Why do you think the Revenue Limit is different?

District District District District
A B C D

1 # students                1,000              1,000            1,000          1,000 
2 Revenue Limit 5,467$             5,667$           6,167$         BASIC AID
3 10,000$      
4 State wide Average 5,567               5,567             5,567           

5
(below)/above state wide 

average
                 (100)                 100               600 

6 variance from average -1.80% 1.80% 10.78%
7 Entitlement (Col D/taxes only) 5,467,000         5,667,000       6,167,000     10,000,000 
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My revenue limit is theMy revenue limit is the lowest lowest in my in my 
county and below state wide average.  county and below state wide average.  
This isThis is probablyprobably because:because:

My property tax base in 1970 was lowMy property tax base in 1970 was low
My actual attendance in 1996My actual attendance in 1996--97 was high 97 was high 
(absences low)(absences low)
My actual attendance in 1996My actual attendance in 1996--97 was low 97 was low 
(absence rate high)(absence rate high)
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The answer is:The answer is:

My actual attendance in 1996My actual attendance in 1996--97 97 
was high (absences low)was high (absences low)
•• E.g., 3% absence rate in base E.g., 3% absence rate in base 

year, revenue limit increased year, revenue limit increased 
only 3%only 3%



Revenue Limit  ExercisesRevenue Limit  Exercises

Supplement providedSupplement provided

20072007--08 P08 P--1 Revenue limit detail for each 1 Revenue limit detail for each 
district represented in the classdistrict represented in the class
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2007‐08 P‐1 REVENUE LIMIT 

Beverly Hills Chico Clovis Elk Grove Eureka Hemet las Virgines Lynwood
1 2 3 4 5 6 7 8

Base Revenue Limit A-1 6,441.49 5,799.62 5,805.11 5,792.90 5,528.15 5,792.80 5,788.69 5,791.94
Revenue Limit ADA A-2 5,120.25 12,402.04 34,928.28 59,177.55 3,892.44 22,228.66 11,512.00 16,470.40
Total Revenue Limit

Total Base Revenue Limit (A-1 * A-2) B-1 32,982,039 71,927,119 202,762,508 342,809,629 21,517,992 128,766,182 66,639,399 95,395,569

Allowance for Necessary Small School B-2 0 0 0 0 0 0 0 0
Total Base Revenue Limit with 
Necessary Small School Allowance (B-
1 + B-2) B-3 32,982,039 71,927,119 202,762,508 342,809,629 21,517,992 128,766,182 66,639,399 95,395,569
Gain or Loss from Interdistrict 
Attendance Agreements B-4 0 0 0 0 0 0 0 0

Meals for Needy Pupils B-5 77,273 327,760 0 11,936,292 0 2,449,048 0 277,621

Special Revenue Limit Adjustments B-6 0 0 0 0 0 0 0 0
Miscellaneous Revenue Limit 
Adjustments B-7 0 0 0 0 0 0 0 0
All Charter District Revenue Limit 
Adjustment B-8 0 0 0 0 0 0 0 0
Beginning Teacher Salary Incentive 
Funding B-9 98,768 240,079 672,494 1,134,248 74,221 169,377 87,974 123,114

Class Size Penalties Adjustment B-10 0 0 0 0 0 0 0 0
Revenue Limit subject to the Deficits 
(Sum of B-3 through B-7 - B-8 + B-9 - 
B-10) C-1 33,158,080 72,494,958 203,435,002 355,880,169 21,592,213 131,384,607 66,727,373 95,796,304

Deficit Factor C-2 1 1 1 1 1 1 1 1
Total Deficited Revenue Limit (C-1 * 
C-2) C-3 33,158,080 72,494,958 203,435,002 355,880,169 21,592,213 131,384,607 66,727,373 95,796,304

Unemployment Insurance Revenue D-1 13,313 7,356 109,269 144,487 13,996 49,898 28,266 16,768

Longer Day/Year Penalty D-2 0 0 0 0 0 0 0 0

Excess ROC/P Reserves Adjustment D-3 0 0 0 0 0 0 0 0

PERS Adjustment D-4 209,617 426,552 915,441 1,934,129 100,429 831,567 338,365 786,000
San Francisco Unified School District 
PERS Adjustment D-5 0 0 0 0 0 0 0 0

PERS Safety Adjustment D-6 0 0 0 0 0 0 0 0
Total Revenue Limit (Sum of C-3 + D-1 - 
 D-2 - D-3 - D-4 + D-5 + D-6) E-1 32,961,776 72,075,762 202,628,830 354,090,527 21,505,780 130,602,938 66,417,274 95,027,072

Local Revenue E-2 24,522,269 20,217,857 44,727,725 83,893,878 12,389,950 28,072,964 30,143,545 4,716,390

Taxes as  % of Entitlement 74.40% 28.05% 22.07% 23.69% 57.61% 21.49% 45.39% 4.96%
Total State Aid (Includes County 
Office Funds to be Transferred) ((E-1 
- E-2 - E-3); If < 0 , E-4 = 0) E-4 8,439,507 51,857,905 157,901,105 270,196,649 9,115,830 102,529,974 36,273,729 90,310,682
Excess Tax Amount ((E-1 - E-2 - E-3) 
; If > 0, F-1 = 0) F-1 0 0 0 0 0 0 0 0

UNIIFED DISTRICTS



EXERCISESEXERCISES
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DIRECTIONS
1 Determine if the district revenue limit is above or below statewide average (line 3)
2 Determine the overall  dollar (loss) or increase the district receives as a result (line 5)
3 Determine the Unique district COLA % ( line 9)
4 If the district has a Meals for Needy amount ‐ determine per ADA amount (line 13)
5 Is there anything else about the district that is of interest?  E.g. % of property tax?  Other?

Beverly Hills Beverly Hills
District RL 1 6,441.49 6,441.49
State Wide Average 2 5,821                            5,821                                    
Variance  (line 1 - line 2) 3    620.49                                 
District ADA 4 5,120.25                        5,120.25                              
ADA X Over/Under State 
Average ( line 3 x line 4) 5     3,177,064                              

2006-07 Statewide Average 6 5,569                            5,569                                    
2006-07 District RL 7 6,189                            6,189                                    
2007-08 COLA 8 252 252
COLA % ( line 8/ line7) 9 4.07%
2007-08 COLA as % of St Ave ( 
line 8/ line 6) 10 4.53% 4.53%

Meal for Needy Pupils 11 77,273                          77,273                                 
District ADA 12 5,120.25                        5,120.25                              

Meals for Needy Pupil per ADA 13     15.09$                                   
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Check for UnderstandingCheck for Understanding

You now have an understanding of the basic You now have an understanding of the basic 
Revenue Limit formula and some history Revenue Limit formula and some history 
about how we got thereabout how we got there

LetLet’’s move on to the MOSTs move on to the MOST IMPORTANTIMPORTANT part of part of 
the equation the equation 

AVERAGE DAILY ATTENDANCEAVERAGE DAILY ATTENDANCE
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ADA ADA –– Average Daily AttendanceAverage Daily Attendance

Districts funded on greater of Districts funded on greater of currentcurrent year or year or priorprior
year ADAyear ADA
See Schedule  of Revenue Limit Form for ADA See Schedule  of Revenue Limit Form for ADA 
calculationscalculations

Some variations for charter, district reorganizationSome variations for charter, district reorganization
Intent Intent –– district does not get unfair declining enrollment benefitdistrict does not get unfair declining enrollment benefit

District A hasDistrict A has 9,0009,000 ADA in 2006ADA in 2006--0707
20072007--08 ADA declines to 08 ADA declines to 8,0008,000

20082008--09 funding based on 09 funding based on 8,0008,000 ADAADA
Unless district grows higher than 8,000Unless district grows higher than 8,000
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GREATER OF CURRENT OR PRIOR GREATER OF CURRENT OR PRIOR 
YEAR ADAYEAR ADA

ACTUAL FUNDED
1 2005-06 10,000     
2 2006-07 9,000       10,000    
3 2007-08 8,000       9,000      
4 2008-09 8,500       8,500      
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More Revenue Limit DetailsMore Revenue Limit Details

ADA (Average Daily Attendance)ADA (Average Daily Attendance)
Use Greater of Current year or Prior YearUse Greater of Current year or Prior Year
Days of student attendance divided by days of school operated Days of student attendance divided by days of school operated 
for the time period being reportedfor the time period being reported
Use PUse P--2 ADA in MOST instances 2 ADA in MOST instances 
Some exceptions Some exceptions –– use Annual (ROC/P, Adult)use Annual (ROC/P, Adult)

PP--1 ADA1 ADA
•• Cumulative attendance as of last full school month ending Cumulative attendance as of last full school month ending 

December 30December 30
•• Used for cash flow estimating ONLYUsed for cash flow estimating ONLY

PP--2 ADA defined2 ADA defined
•• Cumulative attendance as of last full school month ending      Cumulative attendance as of last full school month ending      April April 

1515

Annual ADAAnnual ADA
•• Cumulative annual attendance.  Used primarily for lottery fundinCumulative annual attendance.  Used primarily for lottery fundingg
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More Revenue Limit DetailsMore Revenue Limit Details

ADA (Average Daily Attendance)ADA (Average Daily Attendance)
Use greater of current year or prior yearUse greater of current year or prior year
Use PUse P--2 ADA in MOST instances2 ADA in MOST instances

•• Some exceptions Some exceptions –– use use AnnualAnnual
•• ROC/PROC/P
•• AdultAdult
•• NPS and NPS Extended Year (Non Public School)NPS and NPS Extended Year (Non Public School)
•• NPS LCI and NPS LCI Extended Year (licensed childrens institutioNPS LCI and NPS LCI Extended Year (licensed childrens institution)n)
•• County Office Court School ADACounty Office Court School ADA
•• Community Day SchoolCommunity Day School

A few other complications (details later)A few other complications (details later)
•• Charter ADACharter ADA
•• Necessary Small School ADANecessary Small School ADA
•• Continuation ADAContinuation ADA
•• County office ADA added then County office ADA added then ““subtractedsubtracted”” (special education and (special education and 

community school)community school)
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CBO Leadership Role with Regards to ADACBO Leadership Role with Regards to ADA

Step 1 Step 1 –– Accurate Accurate ADA projectionsADA projections
Two most critical elements of budgeting Two most critical elements of budgeting 

•• How many students?  (income)How many students?  (income)
•• How many teachers and how much do they How many teachers and how much do they 

cost? (expenditures)cost? (expenditures)
Birth rate data Birth rate data 
Historical trendsHistorical trends
Building trends/yield factorsBuilding trends/yield factors
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ADA ADA –– CBO Leadership Role CBO Leadership Role 

Step 2 Step 2 –– Ongoing Ongoing Monthly (minimum) MonitoringMonthly (minimum) Monitoring of ADAof ADA
Review opening enrollments Review opening enrollments –– compare to budgetcompare to budget
Monitor enrollment monthlyMonitor enrollment monthly
Monitor ADA monthly (by site, and even by class)Monitor ADA monthly (by site, and even by class)
Compare ADA to enrollment Compare ADA to enrollment –– determine % of student attendance determine % of student attendance 
and research variances from the normand research variances from the norm
Compare CBEDS October Pupil count to historical dataCompare CBEDS October Pupil count to historical data
Review your actual attendance ratios for trends/problemsReview your actual attendance ratios for trends/problems
Communicate the data to school site principals and other Communicate the data to school site principals and other 
appropriate staffappropriate staff
Create shared responsibility for attendanceCreate shared responsibility for attendance
Explore all options to maximize; Saturday School, Independent Explore all options to maximize; Saturday School, Independent 
Study, hourly programsStudy, hourly programs
Is there a stated and shared district goal to get kids in their Is there a stated and shared district goal to get kids in their 
seats attending school? seats attending school? 
Have you quantified the loss?Have you quantified the loss?



WhatWhat’’s wrong with this picture?s wrong with this picture?

March 1.  District  is in dire financial straits.  March 1.  District  is in dire financial straits.  
Major budget reductions in 2008Major budget reductions in 2008--09.  09.  
Negotiations  at impasse.   Significant Negotiations  at impasse.   Significant 
declining enrollment for the past several declining enrollment for the past several 
years.years.

CBO saysCBO says…… I am not updating my 2I am not updating my 2ndnd interim  interim  
multi year 2008multi year 2008--09 projection because 09 projection because I donI don’’t t 
know my 2007know my 2007--08 P08 P--2 2 ADA.  The report wonADA.  The report won’’t t 
be done until May 1.  So we are building 2008be done until May 1.  So we are building 2008--
09 budget and making cuts based on 2008 09 budget and making cuts based on 2008 
Cbeds times a historical factor.Cbeds times a historical factor.
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SampleSample

1 District Revenue Limit 6,000$          
2 Estimated categorical $ 500$             
3 Total Revenue Limit 6,500$          
4 P-2 Days 135
5 Revenue lost per day of absence 48$               

6 District Enrollment 10,000          
7 % of attendance 0.96
8 ADA 9,600            
9 "Lost"  ADA 400

10 Average RL 6,000.00$    
11 Dollars Lost 2,400,000$  
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ADA ADA –– CBO Leadership Role CBO Leadership Role 

Step 3Step 3-- Review of Attendance ReportsReview of Attendance Reports
Ensure data is reviewed for reasonableness and Ensure data is reviewed for reasonableness and 
accuracyaccuracy
Review PReview P--1 data and estimate P1 data and estimate P--2 data from P2 data from P--1 1 
data by reviewing historical trends.  data by reviewing historical trends.  

•• E.g., High School ADA typically drops from PE.g., High School ADA typically drops from P--1 1 
to Pto P--22

Compare Projected ADA to Budgeted ADACompare Projected ADA to Budgeted ADA
REVENUE TIP REVENUE TIP –– Review school calendars for Review school calendars for 

ADA maximizationADA maximization
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School Calendar DiscussionSchool Calendar Discussion
EC 37201.EC 37201. (a) (a) A school month is 20 days or four weeks of A school month is 20 days or four weeks of 
five days eachfive days each, including legal holidays but excluding , including legal holidays but excluding 
weekend makeup classes. weekend makeup classes. For the purposes of counting For the purposes of counting 
attendance only in providing for a attendance only in providing for a school calendar school calendar 
the winter vacation period, or any the winter vacation period, or any 
portion thereof, may be excluded by the portion thereof, may be excluded by the 
school district in the definition of a school district in the definition of a 
schoolschool month. month. 
(b) The provisions of subdivision (a) of this section are (b) The provisions of subdivision (a) of this section are 
limited to defining a school month for attendancelimited to defining a school month for attendance--
counting purposes only.counting purposes only.
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CalendarsCalendars

ReviewReview each school site for each school site for 
maximum calendarmaximum calendar

Example:Example:
Elementary growing after DecemberElementary growing after December

•• Set school month as close to April 15 as possibleSet school month as close to April 15 as possible

High School declines after DecemberHigh School declines after December
•• Set school month as close at or after April 15 as possible, Set school month as close at or after April 15 as possible, 

use prior month of March as cutoffuse prior month of March as cutoff



2008 2008 –– end April 11 or March 21 end April 11 or March 21 
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1

Sunday Monday Tuesday Wednesday Thursday Friday Saturday

1
2 3 4 5 6 7 8
9 10 11 12 13 14 15

16 17 18 19 20 21 22
23 24 25 26 27 28 29
30 31 1 2 3 4 5
6 7 8 9 10 11 12

13 14 15 16 17 18 19
20 21 22 23 24 25 26
27 28 29 30

2

Sunday Monday Tuesday Wednesday Thursday Friday Saturday

1
2 3 4 5 6 7 8
9 10 11 12 13 14 15

16 17 18 19 20 21 22
23 24 25 26 27 28 29
30 31 1 2 3 4 5
6 7 8 9 10 11 12

13 14 15 16 17 18 19
20 21 22 23 24 25 26
27 28 29 30

Last full school month ending on or before April 15
March & April 2008

Last full school month ending on or before April 15
March & April 2008
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Example Example 
District Declining after DecemberDistrict Declining after December

1 April 11 cutoff Date
2 Students # days Appt Days
3 10,000              75 750,000       
4 9,000                75 675,000       
5 # Days = 1,425,000     
6 Days of attendance 150
7 P-2 ADA 9,500           
8

9
10 Students # days Appt Days
11 10,000              75 750,000       
12 9,000                60 540,000       
13 # Days = 1,290,000     
14 Days of attendance 135
15 P-2 ADA 9,556           
16
17 ADA increase 56               
18 Revenue Limit 5,000.00$     
19 Increase Revenue 280,000$      

Move Date to April 18 , cutoff becomes 
March 21

Example - District Decline 10% after 
December
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ADA ADA –– CBO Leadership Role CBO Leadership Role 

Step 4 Step 4 –– Audit  of ADAAudit  of ADA
DonDon’’t assume your auditor will catch ADA issuest assume your auditor will catch ADA issues

•• Be proactive  and establish a review processBe proactive  and establish a review process
•• Errors can be very expensiveErrors can be very expensive
•• ADA collection is a time intensive operation that can be prone ADA collection is a time intensive operation that can be prone 

to human errorto human error
•• Common error Common error –– operator created spreadsheets that summarize operator created spreadsheets that summarize 

computerized reports computerized reports 

Ensure an ongoing review of ADA operationsEnsure an ongoing review of ADA operations

Do you have a written procedure on how ADA is collected and compDo you have a written procedure on how ADA is collected and compiled?iled?
•• The answer is probably yes The answer is probably yes –– but can anyone find it?but can anyone find it?

Does data collection match the written procedure for ADA?Does data collection match the written procedure for ADA?
•• Staff change and in the process procedures may change without yoStaff change and in the process procedures may change without your ur 

knowledgeknowledge
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QuizQuiz

CBEDS Enrollment for Happy Valley KCBEDS Enrollment for Happy Valley K--6 School (20076 School (2007--08)08)
Opening dayOpening day enrollment counts were enrollment counts were 1,0501,050
1,000 1,000 Students reported in October Students reported in October CBEDSCBEDS countcount
School year started the first week of SeptemberSchool year started the first week of September
PP--1 report period ended in mid December1 report period ended in mid December

PP--1 ADA summary prepared by your staff shows 1 ADA summary prepared by your staff shows ADA of 900ADA of 900

Your first step is to review last year statisticsYour first step is to review last year statistics

Question Question –– What ADA would you expect to be What ADA would you expect to be 
generated?  generated?  Does the reported ADA make sense?  Does the reported ADA make sense?  

 a  b  c  d  e  f 

 Cbeds  appt. 
days 

 # days  P-1 ADA  ADA as 
% of Cbeds 

 c/d  e/b 
2006-07 900         60,500    70          864          0.96         
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ANSWERANSWER

Prior Year Data indicates that PPrior Year Data indicates that P--1 ADA is 96% of CBEDS. 1 ADA is 96% of CBEDS. 
Since ADA loss due to absence typically runs 4% to 5% Since ADA loss due to absence typically runs 4% to 5% 
on average statewide, that also makes sense.on average statewide, that also makes sense.

WithWith 1,0001,000 students counted in October, I would expect students counted in October, I would expect 
to see an ADA of about to see an ADA of about 960.960.

PP--1 ADA of 1 ADA of 900 indicates a serious problem900 indicates a serious problem somewhere somewhere 
PP--1 ADA is in error, absences are sky high, or CBEDS counts 1 ADA is in error, absences are sky high, or CBEDS counts 
are inaccurateare inaccurate

 a  b  c  d  e  f 

 Cbeds  appt. 
days 

 # days  P-1 ADA  ADA as 
% of Cbeds 

 c/d  e/b 
2007-08 900         60,500    70          864          0.96         
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CongratulationsCongratulations……

You have mastered understanding of You have mastered understanding of 
Basic conceptsBasic concepts
HistoryHistory
ADAADA
COLACOLA
DeficitsDeficits
EqualizationEqualization



Declining EnrollmentDeclining Enrollment

Odds are it will happen to your district if it has Odds are it will happen to your district if it has 
not already.not already.

Growing districts should be planning on how Growing districts should be planning on how 
they change spending patterns when growth they change spending patterns when growth 
stops.stops.

Declining enrollment districts need a long term Declining enrollment districts need a long term 
plan.  Donplan.  Don’’t delay.t delay.
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Growing districts versus Declining enrollment Growing districts versus Declining enrollment 
districtsdistricts

You are in a growing district.  Your board has heard that You are in a growing district.  Your board has heard that 
growing districts have more financial flexibility than flat or growing districts have more financial flexibility than flat or 
declining enrollment districts.  declining enrollment districts.  For every 30 new students your For every 30 new students your 
district has to add a teacher and $200 in supply money for district has to add a teacher and $200 in supply money for 
each individual student.each individual student. Your Base Revenue Limit is $6,000 Your Base Revenue Limit is $6,000 
per student.  The following information also pertains to your per student.  The following information also pertains to your 
district.  district.  

AVERAGE NEW TEACHER SALARY AND BENEFITS  $60,000.AVERAGE NEW TEACHER SALARY AND BENEFITS  $60,000.

QUESTION:  If you had facilities available at no QUESTION:  If you had facilities available at no 
additional cost and there were no other additional additional cost and there were no other additional 
costs above any information provided in the above costs above any information provided in the above 
scenario, how would you show the financial impact scenario, how would you show the financial impact 
of 40 additional students?  Assume only one of 40 additional students?  Assume only one 
teacher added.teacher added.
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worksheetworksheet

ADA BRL Total
1 New Revenue 40 6,000$  ADA x BRL

2 Cost of additional staff 1 teacher

3 Supplies 40 200$     ADA x rate

4 Additional dollars available Line 1 - 2 -3
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Growing districts versus Declining enrollment Growing districts versus Declining enrollment 
districtsdistricts

You are in a You are in a DECLINING DECLINING district.  You have lost 40 district.  You have lost 40 
students (prior year loss with impact in the current students (prior year loss with impact in the current 
year) and are only able to reduce one teacher and year) and are only able to reduce one teacher and 
related supply costs ($200 per student)related supply costs ($200 per student)

The teacher was newly hired at a total salary/benefit of  The teacher was newly hired at a total salary/benefit of  
$50,000.$50,000.

QUESTION:  What  is the dollar amount of QUESTION:  What  is the dollar amount of 
the additional reductions needed?the additional reductions needed?
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worksheetworksheet

ADA BRL Total
1 Loss of Revenue 40 6,000$  ADA x BRL

2 Savings from lay off 1 teacher

3 Supply savings 40 200$     ADA x rate

4 Additional budget reductions Line 1 - 2 -3
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ANSWERSANSWERS

ADA BRL Total Total
1 New Revenue 40 6,000$  ADA x BRL 240,000$ 
2 Cost of additional staff 1 teacher (60,000)$  
3 Supplies 40 200$     ADA x rate (8,000)$    
4 Additional dollars available Line 1 - 2 -3 172,000$ 

ADA BRL Total Total
1 Loss of Revenue 40 6,000$  ADA x BRL 240,000$ 
2 Savings from lay off 1 teacher (50,000)$  
3 Supply savings 40 200$     ADA x rate (8,000)$    
4 Additional budget reductions Line 1 - 2 -3 182,000$ 



CONGRATULATIONS.  YOU HAVE CONGRATULATIONS.  YOU HAVE 
MASTERED THE ONLY THING EASY MASTERED THE ONLY THING EASY 
ABOUT DECLINING ENROLLMENT.ABOUT DECLINING ENROLLMENT.
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Revenue Limit History ContinuedRevenue Limit History Continued

Gann LimitGann Limit (1979)(1979)
Intent to limit government spendingIntent to limit government spending

•• Remember the rebate  in 1986Remember the rebate  in 1986--87?87?
Statutory changes enabled state to count more dollars in Statutory changes enabled state to count more dollars in 
school agency Gann Limits school agency Gann Limits -- less in state limit less in state limit –– State State 
Gann Limit OKGann Limit OK
Annual requirement to compute Gann LimitAnnual requirement to compute Gann Limit

Proposition 98Proposition 98 and 111 (1988)and 111 (1988)
Guarantees education a piece of the budget Guarantees education a piece of the budget -- setting  a setting  a 
minimum levelminimum level
Test 1, 2, 3Test 1, 2, 3
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Proposition 98 BASICSProposition 98 BASICS
(from LAO* primer on Prop. 98 February 2005)(from LAO* primer on Prop. 98 February 2005)

California voters enacted Proposition 98 in 1988 as an California voters enacted Proposition 98 in 1988 as an 
amendment to the State Constitution. This measure, which was amendment to the State Constitution. This measure, which was 
later amended by Proposition 111, establishes a minimum later amended by Proposition 111, establishes a minimum 
annual funding level for Kannual funding level for K--14 schools (K14 schools (K--12 schools and 12 schools and 
community colleges). community colleges). 

While the formulas get rather complicated at times, the goal of While the formulas get rather complicated at times, the goal of 
Proposition 98 is a relatively straightforward one.  Proposition 98 is a relatively straightforward one.  

Generally, Proposition 98 provides KGenerally, Proposition 98 provides K--14 schools with a 14 schools with a 
guaranteed funding source that grows guaranteed funding source that grows 
each year with the economy and the each year with the economy and the 
number of students. number of students. 

The guaranteed funding is provided through a combination of The guaranteed funding is provided through a combination of 
state General Fund and local property tax revenues. state General Fund and local property tax revenues. 

* Legislative Analyst Office (LAO)* Legislative Analyst Office (LAO)
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Proposition 98 BASICSProposition 98 BASICS
There Are Three Formulas (There Are Three Formulas (““TestsTests””) That Determine K) That Determine K--

14 Funding.14 Funding.

The test used to determine overall funding in a given The test used to determine overall funding in a given 
budget year depends on how the economy and General budget year depends on how the economy and General 
Fund revenues grow from year to year.Fund revenues grow from year to year.

Test 1Test 1——Share of General Fund.Share of General Fund.
Provides around Provides around 41% of General Fund41% of General Fund revenues. While revenues. While 
not applicable since 1988not applicable since 1988--89, this test may begin to 89, this test may begin to 
determine the minimum guarantee near the end of the determine the minimum guarantee near the end of the 
decade.decade.
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Proposition 98 BASICSProposition 98 BASICS
Test 2Test 2——Growth in Per Capita Personal Income. Growth in Per Capita Personal Income. 

Increases priorIncreases prior--year funding by year funding by growth in growth in 
attendance and per capita personal attendance and per capita personal 
income.income. Generally, this test is operative in years with Generally, this test is operative in years with 
normal to strong General Fund revenue growth.normal to strong General Fund revenue growth.

Test 3Test 3——Growth in General Fund Revenues. Growth in General Fund Revenues. 
Increases priorIncreases prior--year funding by growth in year funding by growth in attendance attendance 
and per capita General Fund revenuesand per capita General Fund revenues. . 
Generally, this test is operative when General Fund Generally, this test is operative when General Fund 
revenues fall or grow slowly.revenues fall or grow slowly.
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Proposition 98 BASICSProposition 98 BASICS

Legislature Can Suspend Proposition 98. Legislature Can Suspend Proposition 98. 
With a With a twotwo--thirds vote,thirds vote, the Legislature can the Legislature can suspendsuspend the the 
guarantee for one year and provide any level of Kguarantee for one year and provide any level of K--14 14 
funding.funding.

Mechanism Exists to Ensure Growth With Economy and Mechanism Exists to Ensure Growth With Economy and 
Attendance. Attendance. 
When When Test 3 or suspension occursTest 3 or suspension occurs, the state creates a , the state creates a 
funding gap called the funding gap called the maintenance factormaintenance factor. . 
Proposition 98 contains a mechanism to accelerate Proposition 98 contains a mechanism to accelerate 
spending to restore the maintenance factor and close the spending to restore the maintenance factor and close the 
gap in future years.gap in future years.
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When Has the State Owed When Has the State Owed 
Maintenance Factor?Maintenance Factor?

Generally, once a maintenance factor is created, it carries Generally, once a maintenance factor is created, it carries 
forward for several years until stronger General Fund revenue forward for several years until stronger General Fund revenue 
growth allows for a reduction of this obligation. growth allows for a reduction of this obligation. 

For example, as a result of several Test 3 years, the state For example, as a result of several Test 3 years, the state 
created a maintenance factor in the early 1990s that grew to $2.created a maintenance factor in the early 1990s that grew to $2.2 2 
billion by 1993billion by 1993--94. As General Fund revenues recovered in the 94. As General Fund revenues recovered in the 
midmid--1990s, the state provided accelerated Proposition 98 growth 1990s, the state provided accelerated Proposition 98 growth 
and fully restored the maintenance factor by 1997and fully restored the maintenance factor by 1997--98. 98. 

In recent years, the large outstanding maintenance factors are In recent years, the large outstanding maintenance factors are 
due to: (1) the dramatic revenue dropdue to: (1) the dramatic revenue drop--off in 2001off in 2001--02 (Test 3) and 02 (Test 3) and 
(2) the 2004(2) the 2004--05 suspension. 05 suspension. 
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Is Maintenance Factor a Loan That Is Maintenance Factor a Loan That 
Must Be Repaid?Must Be Repaid?

Per LAO, when the state creates a maintenance factor, the state Per LAO, when the state creates a maintenance factor, the state 
is saving the amount of the maintenance factor. is saving the amount of the maintenance factor. 

And, while the General Fund savings are not permanent, the And, while the General Fund savings are not permanent, the 
state never has to repay funding not provided to schools as a state never has to repay funding not provided to schools as a 
result of the maintenance factor. result of the maintenance factor. 
For example, in 2004For example, in 2004--05 05 under the Governor's proposed 2005under the Governor's proposed 2005--06 06 
budgetbudget, the state saves $3.1 billion by its suspension of , the state saves $3.1 billion by its suspension of 
Proposition 98 in the current year. Proposition 98 in the current year. 
Under the existing Proposition 98 formulas, the state will, overUnder the existing Proposition 98 formulas, the state will, over
time, provide accelerated growth to build the $3.1 billion back time, provide accelerated growth to build the $3.1 billion back 
into the Proposition 98 base. into the Proposition 98 base. 

Note:  the promise was a $2 b. suspension, not $3 b.Note:  the promise was a $2 b. suspension, not $3 b.
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Can the Legislature Provide More Than Can the Legislature Provide More Than 
The Minimum Guarantee?The Minimum Guarantee?

Yes. The state can provide funding above the Yes. The state can provide funding above the 
Proposition 98 minimum guarantee in any fiscal year. Proposition 98 minimum guarantee in any fiscal year. 
However, since the additional funding becomes part However, since the additional funding becomes part 
of the Proposition 98 base for the next year's of the Proposition 98 base for the next year's 
calculation, it becomes a permanent state obligation. calculation, it becomes a permanent state obligation. 

Appropriations above the minimum (often referred to Appropriations above the minimum (often referred to 
asas ““overover--appropriations") occurred annually for five appropriations") occurred annually for five 
years beginning in 1997years beginning in 1997--98, permanently raising the 98, permanently raising the 
longlong--run Proposition 98 obligation level by almost run Proposition 98 obligation level by almost 
$3.7 billion $3.7 billion 
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Proposition 98 Recent HistoryProposition 98 Recent History

20022002--03  mid year cuts averted03  mid year cuts averted

20032003--04  no COLA, 1.2% cut04  no COLA, 1.2% cut

20042004--05  $2 b. suspension  05  $2 b. suspension  

20052005--06  Broken promise06  Broken promise

20062006--07  Better Outlook but many issues remain07  Better Outlook but many issues remain

20072007--08  COLA and not much else08  COLA and not much else
20082008--09  ?09  ?
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Proposition 98 Proposition 98 
20022002--0303

Dilemma at midDilemma at mid--year 2002year 2002--0303
Education (KEducation (K--14) Prop. 98 budget in 200214) Prop. 98 budget in 2002--03 based on 03 based on 
original (higher) estimate of state fundingoriginal (higher) estimate of state funding
State funding dropped in 2002State funding dropped in 2002--03, education is 03, education is ““overover--
appropriatedappropriated”” in 2002in 2002--0303
20032003--04 State of CA budget drops again04 State of CA budget drops again
However, KHowever, K--14 education guaranteed what they received in 14 education guaranteed what they received in 
the prior year plus increasethe prior year plus increase
Therefore, Governor proposed reducing 2002Therefore, Governor proposed reducing 2002--03 03 
Proposition 98 education appropriation to revised Proposition 98 education appropriation to revised 
Proposition 98 2002Proposition 98 2002--03 funding levels to avoid the 03 funding levels to avoid the 
requirement to fund at the higher level in 2003requirement to fund at the higher level in 2003--0404
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Prop 98  DilemmaProp 98  Dilemma
Visual RepresentationVisual Representation

(not to scale)(not to scale)

2002-03 
Prop 98 
Guarantee
June 2002

2002-03
Prop 98
Guarantee
Recalculated 
January 2003
Appropriation 
reduced

20032003--0404
Prop 98 Prop 98 

GuaranteeGuarantee
January 2003January 2003

2002-03 
Prop 98 
Guarantee
June 2002

2002-03
Prop 98
Guarantee
Recalculated 
January 2003

BUT 
Appropriation 
IS NOT 

REDUCED MID 
YEAR 

NO CUTS ‒
SHIFTS-
DEFERRALS

20032003--0404
Prop 98 Prop 98 

GuaranteeGuarantee
January 2003January 2003

Solution = Cut, Reduce 
or DEFER
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How 2002How 2002--03 Budget Debate started..03 Budget Debate started..
January 2003 to March 19, 2003January 2003 to March 19, 2003

GovernorGovernor’’s Proposals Proposal
OROR

AB XAB X--8  or SB X8  or SB X--1818
Senate/Assembly compromiseSenate/Assembly compromise

Or some variation thereofOr some variation thereof……....

February - Door #2?
2002-03 crisis may be delayed

Or Door #3?
March 19, 2003 

Governor signs SBX 18 –
major crisis delayed

January - Door #1? 
Doom & Gloom

2.15% RL 
reductions, 10.8% 
categorical – MID 

YEAR
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Comparison ( in thousands) Governor  SB X1 -18 

Ongoing across the board "cut" (2.15% RL & 10.8% categorical)          1,491,000 

1,087,000         
122,000            
103,000            

21,757              
11,600              
76,000              

8,071                
Cuts/Shifts/savings 781,000            970,572            
Total 2,272,000        2,400,000         

Suspension of Exams (Golden State/Career)

Instructional Materials Block Grant  (26% reduction)

Underperforming Schools and High Priority Schools Grants (delay final pymt)

June Deferral
Mandated Cost Claim Reimbursement

Peer Assistance & Review (25% reduction)
School Library Materials (33% reduction)

How 2002How 2002--03 Mid Year Budget Debate Ended03 Mid Year Budget Debate Ended
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Budget Solution Budget Solution 
Defer, Defer, DeferDefer, Defer, Defer……..

June 2002, $1.7 billion of KJune 2002, $1.7 billion of K--14 Proposition 98 funds shifted out of 200114 Proposition 98 funds shifted out of 2001--02 budget 02 budget 
to 2002to 2002--03 budget to lower the 200203 budget to lower the 2002--03 Prop. 98 funding requirement03 Prop. 98 funding requirement

20022002--03 original budget proposed an additional $681 million of 200203 original budget proposed an additional $681 million of 2002--03 funds be 03 funds be 
deferred into 2003deferred into 2003--04 budget04 budget

SIP, Transportation, Supplemental Grants, TIIG (Targeted InstrucSIP, Transportation, Supplemental Grants, TIIG (Targeted Instruction Improvement tion Improvement 
Grant)Grant)

June Principal Apportionment DeferralJune Principal Apportionment Deferral
Defer the June 2002Defer the June 2002--03 principal apportionment payment 03 principal apportionment payment 
(primarily revenue limit funds) to July 2.(primarily revenue limit funds) to July 2.
Continue (indefinitely) to make the June payment on July 2 of Continue (indefinitely) to make the June payment on July 2 of 
the next year.the next year.
Voila!  Proposition 98 base reduced by Voila!  Proposition 98 base reduced by $1.087 billion!$1.087 billion!

20032003--04 Deferrals into 200404 Deferrals into 2004--0505
$370 million of deferrals; 10% Transportation, 100% School Safet$370 million of deferrals; 10% Transportation, 100% School Safety Grants, 15% Targeted y Grants, 15% Targeted 
Instruction Improvement Grants, 12% 7Instruction Improvement Grants, 12% 7--12 Remedial, 28% 212 Remedial, 28% 2--6 At Risk, 92% Core, 8% 6 At Risk, 92% Core, 8% 
GATE, 7% Adult Ed, 14% Community Day School, 13% Charter Block GGATE, 7% Adult Ed, 14% Community Day School, 13% Charter Block Grant. rant. 
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Proposition 98Proposition 98
20032003--0404

Budget Crisis ContinuesBudget Crisis Continues

KK--12 Education12 Education
NO COLANO COLA
1.2% reduction in funding1.2% reduction in funding
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Proposition 98Proposition 98
20042004--0505

Budget Crisis ContinuesBudget Crisis Continues

KK--12 Education Community comes to 12 Education Community comes to 
the table and agrees to the table and agrees to 
SUSPEND PROP 98SUSPEND PROP 98

by $2 billionby $2 billion
BUTBUT…… January 2005 when 2005January 2005 when 2005--06 06 

budget unveiledbudget unveiled…… more money was more money was 
available for 2004available for 2004--05 05 
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The Proposition 98 DebateThe Proposition 98 Debate
January 2005January 2005

““To achieve balance in 2005To achieve balance in 2005--06, virtually every part of 06, virtually every part of 
state government must take a reduction in the state government must take a reduction in the 
funding that it would otherwise have received if funding that it would otherwise have received if 
spending were allowed to grow unchecked.  Left spending were allowed to grow unchecked.  Left 
unaltered, the operation of Proposition 98 would have unaltered, the operation of Proposition 98 would have 
crowded out all available general funds crowded out all available general funds –– and would and would 
have resulted in deeper and more severe cuts to have resulted in deeper and more severe cuts to 
health and human services programs provided by the health and human services programs provided by the 
State.State.”” (Governor(Governor’’s Budget Introduction)s Budget Introduction)
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The Proposition 98 DebateThe Proposition 98 Debate
January 2005January 2005

The Education Coalition believes it is The Education Coalition believes it is unconscionable that the unconscionable that the 
GovernorGovernor’’s proposed budget breaks the promises proposed budget breaks the promise he made to he made to 
CaliforniaCalifornia’’s students and public schools.  Last year, students s students and public schools.  Last year, students 
and public schools and public schools sacrificed $2 billionsacrificed $2 billion in ongoing cuts because in ongoing cuts because 
the Governor promised that our schools would receive their fair the Governor promised that our schools would receive their fair 
share of any additional state revenues and would be spared cuts share of any additional state revenues and would be spared cuts 
in future years.  The Governorin future years.  The Governor’’s budget proposal breaks his s budget proposal breaks his 
promise to Californiapromise to California’’s six million students and takes even more s six million students and takes even more 
money from our schools. money from our schools. (Education Coalition Press (Education Coalition Press 
Release) Release) 

Note:  The differences were resolved in Note:  The differences were resolved in 20062006--0707
(averting a lawsuit) .  More on that later.(averting a lawsuit) .  More on that later.



Proposition 98Proposition 98

20062006--07 was a good year by many standards.07 was a good year by many standards.

20072007--08 Mid Year dilemma again.  08 Mid Year dilemma again.  
Emergency session called.Emergency session called.
Reduce Proposition 98 in 2007Reduce Proposition 98 in 2007--08 to lower the 08 to lower the 

statestate’’s requirement to fund in 2008s requirement to fund in 2008--09.09.

20082008--09  Is a suspension in our future?09  Is a suspension in our future?
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CBO Leadership RoleCBO Leadership Role

Stay Stay abreast ofabreast of Budget Developments Budget Developments 
JanuaryJanuary GovernorGovernor’’s Budgets Budget
Legislative Analyst Report (Legislative Analyst Report (FebruaryFebruary))
MayMay ReviseRevise
Final Budget (Final Budget (JulyJuly))
Ongoing monitoring of legislation Ongoing monitoring of legislation (January to October)(January to October)
School Services Updates/Other sourcesSchool Services Updates/Other sources

Your job is to Your job is to adviseadvise the Superintendent, Board, the Superintendent, Board, 
and Community about the State budget as it and Community about the State budget as it 
unfolds from January to final adoption in unfolds from January to final adoption in 
July/August/SeptemberJuly/August/September……
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CBO Leadership RoleCBO Leadership Role

Be able to Be able to explainexplain school funding basics school funding basics 
such as such as Prop 98Prop 98 to a variety of audiencesto a variety of audiences

Acquire basic understanding of Acquire basic understanding of 
Proposition 98 in order to follow budget Proposition 98 in order to follow budget 
dialoguedialogue

Be able to Be able to explain the various percentagesexplain the various percentages
being used in various venues to describe being used in various venues to describe 
funding increases (or decreases)funding increases (or decreases)
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Exception to the RuleException to the Rule

Public Explanation of Public Explanation of Gann LimitGann Limit
Extra credit for someone who can develop an Extra credit for someone who can develop an 
understandable presentation on their district Gann understandable presentation on their district Gann 
LimitLimit



Telling the StoryTelling the Story

You can tell the story a number of ways.You can tell the story a number of ways.

Lots of small numbers with gory detail (Not Lots of small numbers with gory detail (Not 
recommended)recommended)

Numbers Numbers –– but LARGE print but LARGE print –– with extra slideswith extra slides
OROR

SIMPLY TELL THE STORYSIMPLY TELL THE STORY……....
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Key to telling the story (Sample Provided)Key to telling the story (Sample Provided)

Adapt your presentation to your audienceAdapt your presentation to your audience

Disguise your accounting backgroundDisguise your accounting background

What are the key elements that What are the key elements that your audience your audience 
wants to know?wants to know?

What are the key elements What are the key elements you think the you think the 
audience  should take away with themaudience  should take away with them??
Relax and honor the time limit provided.Relax and honor the time limit provided.
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DID WE MEET OUR OBJECTIVES?DID WE MEET OUR OBJECTIVES?

Understand How  Revenue Limit Funding Works Understand How  Revenue Limit Funding Works 
Conceptual Understanding of the Conceptual Understanding of the basic formulabasic formula
and exceptions.  and exceptions.  
Understand the relationship of Understand the relationship of state aid and taxesstate aid and taxes..
Understand the Understand the role of ADArole of ADA in revenue limit in revenue limit 
funding.funding.
Understand how  Understand how  historical legislative actionshistorical legislative actions
impact funding today.impact funding today.
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Did we meet our objectives?Did we meet our objectives?

Revenue limitsRevenue limits
Understand Understand COLA, Deficits, EqualizationCOLA, Deficits, Equalization.Understand .Understand 
why each district has a why each district has a different revenue limitdifferent revenue limit..

Understand basic relationship of Understand basic relationship of ADAADA with regards to with regards to 
funding.funding.

Revenue limit % increases relative to negotiations Revenue limit % increases relative to negotiations ––
begin the discussionbegin the discussion to understand the various ways to understand the various ways 
of viewing the of viewing the % increase% increase in revenue.in revenue.
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GLOSSARY OF SCHOOL FINANCE TERMSGLOSSARY OF SCHOOL FINANCE TERMS

ADAADA——Average daily attendance. There are several kinds of attendance,Average daily attendance. There are several kinds of attendance, and these are counted in different ways. For regular and these are counted in different ways. For regular 
attendance, ADA is equal to the average number of pupils actuallattendance, ADA is equal to the average number of pupils actually attending classes who are enrolled for at least the minimum y attending classes who are enrolled for at least the minimum 
school day. Ever since 1998school day. Ever since 1998--99, excused absences no longer count toward ADA. In classes for 99, excused absences no longer count toward ADA. In classes for adults and ROC/P, one unit of ADA adults and ROC/P, one unit of ADA 
is credited for each 525 classroom hours. Attendance is counted is credited for each 525 classroom hours. Attendance is counted every day of the school year and is reported to the California every day of the school year and is reported to the California 
Department of Education three times a year (see Attendance ReporDepartment of Education three times a year (see Attendance Reports). See also ts). See also Concurrently EnrolledConcurrently Enrolled for a further definition of for a further definition of 
ADA.ADA.
AB 1200AB 1200——Reference to AB 1200 (Chapter 1213/1991) that imposed major fiscReference to AB 1200 (Chapter 1213/1991) that imposed major fiscal accountability controls on school districts and al accountability controls on school districts and 
county offices of education, by establishing minimum reserve levcounty offices of education, by establishing minimum reserve levels and other requirements for agency budgets and fiscal els and other requirements for agency budgets and fiscal 
practices. See especially Education Code Sections 1240 et seq. apractices. See especially Education Code Sections 1240 et seq. and 42131 et seq.nd 42131 et seq.
Ad valorem TaxesAd valorem Taxes——Taxes that are based on the value of property, such as the standTaxes that are based on the value of property, such as the standard property tax. The only new taxes based ard property tax. The only new taxes based 
on the value of property that are allowed today are those imposeon the value of property that are allowed today are those imposed by voter approval for capital facilities bonded indebtedness, d by voter approval for capital facilities bonded indebtedness, 
with a vote requirement of either  55% for a Proposition 39 bondwith a vote requirement of either  55% for a Proposition 39 bond or a 2/3rds requirement for other bonds. or a 2/3rds requirement for other bonds. 
ApportionmentApportionment——State aid given to a school district or county office of educatiState aid given to a school district or county office of education. Apportionments for revenue limits and special on. Apportionments for revenue limits and special 
education are calculated four times for each school year: (1) theducation are calculated four times for each school year: (1) the Advance Apportionment, which is based on an agencye Advance Apportionment, which is based on an agency’’s prior s prior 
yearyear’’s state aid, is certified in July, (2) the First Principal Appors state aid, is certified in July, (2) the First Principal Apportionment (Ptionment (P--1) is certified February 20 of the school year 1) is certified February 20 of the school year 
corresponding to the Pcorresponding to the P--1 ADA (see Attendance Reports), (3) the Second Principal Apporti1 ADA (see Attendance Reports), (3) the Second Principal Apportionment (Ponment (P--2) is certified by July 2 2) is certified by July 2 
corresponding to the Pcorresponding to the P--2 ADA, and (4) the annual recalculation of the apportionment is 2 ADA, and (4) the annual recalculation of the apportionment is certified in February following the school certified in February following the school 
year (at the same time as the Pyear (at the same time as the P--1 Apportionment) and is based on P1 Apportionment) and is based on P--2 ADA, except for programs where the annual count of ADA 2 ADA, except for programs where the annual count of ADA 
is used.is used.
Appropriation BillAppropriation Bill——A bill before the Legislature authorizing the expenditure of pubA bill before the Legislature authorizing the expenditure of public money and stipulating the amount, manner lic money and stipulating the amount, manner 
and purpose for the expenditure items.and purpose for the expenditure items.
Assessed Valuation (also, assessed value)Assessed Valuation (also, assessed value)——The total value of property within a school district as determinThe total value of property within a school district as determined by state and county ed by state and county 
assessors. The assessors. The ““AVAV”” of a school district will influence the total property tax incoof a school district will influence the total property tax income of a school district. The percentage growth in me of a school district. The percentage growth in 
statewide AV from one year to the next is an important ingredienstatewide AV from one year to the next is an important ingredient in determining appropriations levels required from the state ft in determining appropriations levels required from the state for or 
fully funding district and county revenue limits, as well as forfully funding district and county revenue limits, as well as for Proposition 98 calculations. Ever since Proposition 13, assesseProposition 98 calculations. Ever since Proposition 13, assessed d 
value is reset to be the true market value only at the time of pvalue is reset to be the true market value only at the time of property transfer or new construction.roperty transfer or new construction.
Attendance ReportsAttendance Reports——Each school district reports its attendance three times during aEach school district reports its attendance three times during a school year. The First Principal school year. The First Principal 
Apportionment ADA, called the PApportionment ADA, called the P--1 ADA or the P1 ADA or the P--1 count, is counted from July 1 through the last school month en1 count, is counted from July 1 through the last school month ending on or ding on or 
before December 31 of a school year. The Second Principal Apportbefore December 31 of a school year. The Second Principal Apportionment ADA, called the Pionment ADA, called the P--2 ADA, is counted from July 1 2 ADA, is counted from July 1 
through the last school month ending on or before April 15 of a through the last school month ending on or before April 15 of a school year. Fiscal or annual ADA is school year. Fiscal or annual ADA is 
Based on the count from July 1 through June 30. The final recalcBased on the count from July 1 through June 30. The final recalculation of the apportionment is based on the Pulation of the apportionment is based on the P--2 ADA except for 2 ADA except for 
nonpublic school, community day school, extended year, adult edunonpublic school, community day school, extended year, adult education and regional occupational centers and programs, and cation and regional occupational centers and programs, and 
nonpublic school funding, all of which use the annual count of Anonpublic school funding, all of which use the annual count of ADA. Also, under certain circumstances when a district has a veryDA. Also, under certain circumstances when a district has a very
large influx of migrant students in the spring, a district may rlarge influx of migrant students in the spring, a district may request the use of annual ADA in lieu of Pequest the use of annual ADA in lieu of P--2 ADA.2 ADA.
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Base Revenue LimitBase Revenue Limit——See Revenue LimitSee Revenue Limit..

Basic AidBasic Aid——The California Constitution guarantees that each school districtThe California Constitution guarantees that each school district will receive a minimum amount of state aid, called will receive a minimum amount of state aid, called ““basic aid,basic aid,”” equal to $120 per ADA equal to $120 per ADA 
or $2,400 per district, whichever is greater. Per a change in stor $2,400 per district, whichever is greater. Per a change in state law effective 2003ate law effective 2003--04, state categorical aid is counted first toward meeting the mi04, state categorical aid is counted first toward meeting the minimum nimum 
allocation of basic aid (ref. Education Code Section 41975). allocation of basic aid (ref. Education Code Section 41975). ““Basic aid school districtsBasic aid school districts”” are districts where property taxes exceed the computed revenue are districts where property taxes exceed the computed revenue limit; limit; 
such districts receive no state aid for their revenue limit.such districts receive no state aid for their revenue limit.
Categorical AidCategorical Aid——Funds from the state or federal government granted to qualifyingFunds from the state or federal government granted to qualifying school agencies for specialized programs regulated and controllschool agencies for specialized programs regulated and controlled by federal ed by federal 
or state law or regulation. Examples include programs for childror state law or regulation. Examples include programs for children with special needs, such as special education and Gifted and en with special needs, such as special education and Gifted and Talented Education (GATE); Talented Education (GATE); 
special programs, such as the Pupil Retention Block Grant, or spspecial programs, such as the Pupil Retention Block Grant, or special purposes, such as transportation. Expenditure of most cateecial purposes, such as transportation. Expenditure of most categorical aid is restricted to its gorical aid is restricted to its 
particular purpose. The funds are granted to districts in additiparticular purpose. The funds are granted to districts in addition to their revenue limit income.on to their revenue limit income.
CBEDSCBEDS——California Basic Education Data SystemCalifornia Basic Education Data System——the statewide system of collecting enrollment, staffing, and salthe statewide system of collecting enrollment, staffing, and salary data from all school districts on an ary data from all school districts on an 
““Information DayInformation Day”” each October.each October.
Classified PersonnelClassified Personnel——School employees who hold positions that do not require a credenSchool employees who hold positions that do not require a credential, like aides, custodians, clerical support, cafeteria workertial, like aides, custodians, clerical support, cafeteria workers, bus s, bus 
drivers, etc.drivers, etc.
Class Size PenaltiesClass Size Penalties——The penalties imposed on school districts that have classes in eThe penalties imposed on school districts that have classes in excess of certain maximum sizes. (Class size penalties result in xcess of certain maximum sizes. (Class size penalties result in a a 
reduction in ADA which, in turn, results in a loss in revenue lireduction in ADA which, in turn, results in a loss in revenue limit income. See Education Code Sections 41376 and 41378.mit income. See Education Code Sections 41376 and 41378.
Concurrently EnrolledConcurrently Enrolled——Pupils who are enrolled both in a regular program for at least tPupils who are enrolled both in a regular program for at least the minimum school day and also in a regional occupational centerhe minimum school day and also in a regional occupational center or or 
program (ROC/P) or class for adults. Such a student will generatprogram (ROC/P) or class for adults. Such a student will generate both regular ADA for the time in the regular program plus conce both regular ADA for the time in the regular program plus concurrently enrolled ADA for the urrently enrolled ADA for the 
time in ROC/P or adult classes. By qualifying for both regular Atime in ROC/P or adult classes. By qualifying for both regular ADA and concurrently enrolled ADA, such a student can generate moDA and concurrently enrolled ADA, such a student can generate more than one unit of ADA.re than one unit of ADA.
Consumer Price Index (CPI)Consumer Price Index (CPI)——A measure of the costA measure of the cost--ofof--living compiled by the United States Bureau of Labor Statistics.living compiled by the United States Bureau of Labor Statistics. Separate indices of inflation are Separate indices of inflation are 
calculated regularly for the United States, California, some regcalculated regularly for the United States, California, some regions within California, and selected cities. The CPI is one of sions within California, and selected cities. The CPI is one of several measures of inflation.everal measures of inflation.
CostCost--ofof--Living Adjustment (COLA)Living Adjustment (COLA)——An increase in funding for government programs, including revenuAn increase in funding for government programs, including revenue limits and categorical programs. Current law ties the e limits and categorical programs. Current law ties the 
COLA percentage for most education programs to the annual percenCOLA percentage for most education programs to the annual percentage change in the tage change in the ““Implicit Price DeflatorImplicit Price Deflator”” for State and Local Governmentsfor State and Local Governments——a government a government 
price index. See Education Code Section 42238.1.price index. See Education Code Section 42238.1.
Criteria and StandardsCriteria and Standards——Local district budgets must meet stateLocal district budgets must meet state--adopted provisions of "criteria and standards."  These provisionadopted provisions of "criteria and standards."  These provisions establish minimum fiscal s establish minimum fiscal 
standards that school districts, county offices of education andstandards that school districts, county offices of education and the State use to monitor district fiscal solvency and accountabthe State use to monitor district fiscal solvency and accountability. See Education Code ility. See Education Code 
Sections 33127 et seq.Sections 33127 et seq.
Declining Enrollment AdjustmentDeclining Enrollment Adjustment——A formula that cushions the drop in income in a district with a A formula that cushions the drop in income in a district with a declining student population. Under current law, districts are declining student population. Under current law, districts are 
funded for the greater of current year or prior year ADA. See Edfunded for the greater of current year or prior year ADA. See Education Code Section 42238.5.ucation Code Section 42238.5.
Deficit FactorDeficit Factor——When an appropriation to the State School Fund for revenue limitWhen an appropriation to the State School Fund for revenue limitss——or for any specific categorical programor for any specific categorical program——is insufficient to pay all claims for is insufficient to pay all claims for 
state aid, a deficit factor is applied to reduce the allocation state aid, a deficit factor is applied to reduce the allocation of state aid to the amount appropriated.of state aid to the amount appropriated.
Economic Impact Aid (EIA)Economic Impact Aid (EIA)——State categorical aid for districts with concentrations of childState categorical aid for districts with concentrations of children who are bilingual and/or from low income families.ren who are bilingual and/or from low income families.
EncroachmentEncroachment——The expenditure of general purpose funds in support of a categorThe expenditure of general purpose funds in support of a categorical program, i.e., the categorical expense encroaches into the ical program, i.e., the categorical expense encroaches into the districtdistrict’’s s 
general fund for support. Encroachment occurs in most districts general fund for support. Encroachment occurs in most districts and county offices that provide special education and transportaand county offices that provide special education and transportation. Encroachment in other tion. Encroachment in other 
programs may be caused by deficit factors or local decisions to programs may be caused by deficit factors or local decisions to allocate general purpose funds to special purpose programs.allocate general purpose funds to special purpose programs.
Equalization AidEqualization Aid——The extra state aid provided in some years to low revenue distriThe extra state aid provided in some years to low revenue districts to promote revenue equalization among districts.cts to promote revenue equalization among districts.
ERAFERAF——Education Revenue Augmentation FundEducation Revenue Augmentation Fund——the fund used to collect the property taxes that are shifted frothe fund used to collect the property taxes that are shifted from cities, the county and special districts within m cities, the county and special districts within 
each county, prior to their distribution to Keach county, prior to their distribution to K--14 school agencies.14 school agencies.
Forest Reserve FundsForest Reserve Funds——25% of funds received by a county from the United States Governm25% of funds received by a county from the United States Government from rentals of forest reserve lands are apportioned among tent from rentals of forest reserve lands are apportioned among the he 
various districts in the county according to scholastic populativarious districts in the county according to scholastic population.on.
FullFull--Time Equivalent (FTE)Time Equivalent (FTE)——The ratio of time expended in a partThe ratio of time expended in a part--time position to that of a fulltime position to that of a full--time position. time position. 
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Gann LimitGann Limit——A limit on the appropriation of tax revenues of all levels of CaA limit on the appropriation of tax revenues of all levels of California government lifornia government ––the state, cities, counties, school agencies, and the state, cities, counties, school agencies, and 
special districts imposed by Proposition 4, an initiative passedspecial districts imposed by Proposition 4, an initiative passed in November 1979 (ref. Article XIIIB of the California Constituin November 1979 (ref. Article XIIIB of the California Constitution). Using 1978tion). Using 1978--
79 as a base year, subsequent years79 as a base year, subsequent years’’ limits have been adjusted for: (1) an inflation increase which limits have been adjusted for: (1) an inflation increase which is currently equal to the annual change in is currently equal to the annual change in 
California per capita personal income, and (2) the change in popCalifornia per capita personal income, and (2) the change in population, which for school agencies is the change in ADA. Althougulation, which for school agencies is the change in ADA. Although officially h officially 
called called ““Appropriation Limits,Appropriation Limits,”” these limits are commonly called these limits are commonly called ““Gann LimitsGann Limits”” after Paul Gann, the author of Proposition 4.after Paul Gann, the author of Proposition 4.
Gifted and Talented Education (GATE) Gifted and Talented Education (GATE) ——A program for students in grades 1 through 12 who have shown potA program for students in grades 1 through 12 who have shown potential abilities of high performance ential abilities of high performance 
capability and needing differentiated or accelerated education. capability and needing differentiated or accelerated education. 
High Revenue DistrictsHigh Revenue Districts——Districts that have a revenue limit per ADA that is greater thanDistricts that have a revenue limit per ADA that is greater than the state average for the same type of district the state average for the same type of district 
(elementary, high school or unified). Many high revenue district(elementary, high school or unified). Many high revenue districts were formerly called s were formerly called ““high wealthhigh wealth”” because their assessed value per ADA was because their assessed value per ADA was 
significantly above the statewide average.significantly above the statewide average.
Hold HarmlessHold Harmless——A formula providing a guarantee of no loss in funding for an ageA formula providing a guarantee of no loss in funding for an agency when a change in law or data would otherwise require a ncy when a change in law or data would otherwise require a 
loss in funding.loss in funding.
Implicit Price DeflatorImplicit Price Deflator——See See CostCost--ofof--Living AdjustmentLiving Adjustment..
Leveling DownLeveling Down——Lowering the revenue level of high revenue districts to promote Lowering the revenue level of high revenue districts to promote revenue equity among school districts.revenue equity among school districts.
Leveling UpLeveling Up——Raising the revenue level of low revenue districts to promote reRaising the revenue level of low revenue districts to promote revenue equity among school districts.venue equity among school districts.
Mandated CostsMandated Costs——School district expenses that occur because of federal or state School district expenses that occur because of federal or state laws, decisions of state or federal courts, federal or state laws, decisions of state or federal courts, federal or state 
administrative regulations. See SB 90, 1977, and also Propositioadministrative regulations. See SB 90, 1977, and also Proposition 4, 1979.n 4, 1979.
Maintenance FactorMaintenance Factor——See See Proposition 98Proposition 98..
Miscellaneous FundsMiscellaneous Funds——Local revenues received from mineral royalties or bonuses and otLocal revenues received from mineral royalties or bonuses and other payments in lieu of taxes. Fifty percent of such her payments in lieu of taxes. Fifty percent of such 
revenues are used as an offset to state aid in the revenue limitrevenues are used as an offset to state aid in the revenue limit formulas.formulas.
Necessary Small SchoolNecessary Small School——An elementary school with 96 or fewer or high school with 286 orAn elementary school with 96 or fewer or high school with 286 or fewer ADA that meets the standards of being fewer ADA that meets the standards of being 
““necessary.necessary.”” See Education Code Sections 42280 et seq.See Education Code Sections 42280 et seq.
Parcel TaxParcel Tax——A special tax that is a flat amount per parcel and not ad valoreA special tax that is a flat amount per parcel and not ad valorem based (i.e., not based on the assessed value of the property).m based (i.e., not based on the assessed value of the property).
Parcel taxes must be approved by a twoParcel taxes must be approved by a two--thirds vote of the electorate. See Government Code Section 50079thirds vote of the electorate. See Government Code Section 50079, et al., et al.
Permissive Override TaxPermissive Override Tax——Prior to Proposition 13, any of a number of local tax levies thaPrior to Proposition 13, any of a number of local tax levies that were for specific purposes and that required only the t were for specific purposes and that required only the 
permission of a school board to be levied. School agencies are npermission of a school board to be levied. School agencies are no longer allowed to levy such taxes.o longer allowed to levy such taxes.
PERSPERS——Public EmployeesPublic Employees’’ Retirement System. State law requires that classified employeesRetirement System. State law requires that classified employees, their employer, and the state contribute to this , their employer, and the state contribute to this 
retirement fund.retirement fund.
PL81PL81--874874——A federal program of A federal program of ““Impact AidImpact Aid”” that provides funds to school agencies that educate children whthat provides funds to school agencies that educate children whose families live and/or work on ose families live and/or work on 
federal property, such as military bases. Also called federal property, such as military bases. Also called ““PL874.PL874.””
PL94PL94--142142——Federal law that mandates a free appropriate public education (FFederal law that mandates a free appropriate public education (FAPE) for all disabled children. Also known as IDEA, the IndividuAPE) for all disabled children. Also known as IDEA, the Individuals als 
with Disabilities Education Act.with Disabilities Education Act.
Prior YearPrior Year’’s Taxess Taxes——Tax revenues that had been delinquent in a prior year and that aTax revenues that had been delinquent in a prior year and that are received in the current fiscal year. These revenues offset re received in the current fiscal year. These revenues offset 
state aid in the current year in the revenue limit formula.state aid in the current year in the revenue limit formula.
Proposition 13Proposition 13——An initiative amendment passed in June 1978 adding Article XIII An initiative amendment passed in June 1978 adding Article XIII A to the California Constitution. Under Proposition 13, the A to the California Constitution. Under Proposition 13, the 
maximum total property tax rate for all government operationsmaximum total property tax rate for all government operations——including school agencies, cities, counties, and special districincluding school agencies, cities, counties, and special districtsts——is 1% of is 1% of 
assessed value and additional property tax levies may only be maassessed value and additional property tax levies may only be made for voter approved debt. Propositionde for voter approved debt. Proposition 13 also defined assessed value and 13 also defined assessed value and 
required a tworequired a two--thirds vote to levy any special purpose tax.thirds vote to levy any special purpose tax.
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Proposition 98Proposition 98——An initiative adopted in 1988 and then amended by Proposition 11An initiative adopted in 1988 and then amended by Proposition 111 in 1990. Proposition 98 contains three major provisions:  1 in 1990. Proposition 98 contains three major provisions:  
(1) a minimum level of state funding for K(1) a minimum level of state funding for K--14 school agencies (unless suspended by the Legislature); (2) a 14 school agencies (unless suspended by the Legislature); (2) a formula for allocating any state tax formula for allocating any state tax 
revenues in excess of the staterevenues in excess of the state’’s Gann Limit; and, (3) the requirement that a School Accountabils Gann Limit; and, (3) the requirement that a School Accountability Report Card be prepared for every school. ity Report Card be prepared for every school. 
The minimum funding base is set equal to the greater of the amouThe minimum funding base is set equal to the greater of the amount of state aid determined by two formulas, commonly called nt of state aid determined by two formulas, commonly called ““Test 1Test 1”” and and 
““Test 2Test 2”” unless an alternative formula, known as unless an alternative formula, known as ““Test 3,Test 3,”” applies.applies.
““Test 1Test 1”” originally provided that Koriginally provided that K--14 school agencies shall receive at least 40.319% of state gener14 school agencies shall receive at least 40.319% of state general fund tax revenues in each year, the same al fund tax revenues in each year, the same 
percentage as was appropriated for Kpercentage as was appropriated for K--14 school agencies in 198614 school agencies in 1986--87. Due to the shifts in property taxes between local government87. Due to the shifts in property taxes between local governments and Ks and K--14 14 
agencies, the agencies, the ““Test 1Test 1”” percentage has been reset to be TK% in 2006percentage has been reset to be TK% in 2006--07.07.
““Test 2Test 2”” provides that Kprovides that K--14 school agencies shall receive at least the same amount of com14 school agencies shall receive at least the same amount of combined state aid and local tax dollars as was received bined state aid and local tax dollars as was received 
in the prior year, adjusted for the statewide growth in Kin the prior year, adjusted for the statewide growth in K--12 ADA and an inflation factor equal to the annual percentage ch12 ADA and an inflation factor equal to the annual percentage change in per capita ange in per capita 
personal income.personal income.
““Test 3Test 3”” only applies in years in which the annual percentage change in only applies in years in which the annual percentage change in per capita state general fund tax revenues plus 1/2% is lower thper capita state general fund tax revenues plus 1/2% is lower than the an the 
““Test 2Test 2”” inflation factor (i.e., the change in per capita personal incominflation factor (i.e., the change in per capita personal income), in which case the inflation factor is reduced to the annual e), in which case the inflation factor is reduced to the annual percentage percentage 
change in per capita state general fund tax revenues plus 1/2%.change in per capita state general fund tax revenues plus 1/2%.
One of the provisions of Proposition 98 (as amended by PropositiOne of the provisions of Proposition 98 (as amended by Proposition 111/1990) applies only if the minimum funding level is reduceon 111/1990) applies only if the minimum funding level is reduced due either d due either 
to to ““Test 3Test 3”” or the suspension of the minimum funding level by the Legislatuor the suspension of the minimum funding level by the Legislature and Governor. In such a situation, a re and Governor. In such a situation, a ““maintenance factormaintenance factor”” is is 
initially set equal to the amount of that yearinitially set equal to the amount of that year’’s funding reduction due to s funding reduction due to ““Test 3Test 3”” or suspension, and this amount grows each year by statewide or suspension, and this amount grows each year by statewide 
ADA growth and the ADA growth and the ““Test 2Test 2”” inflation factor. In subsequent years when state taxes per capiinflation factor. In subsequent years when state taxes per capita grow faster than personal income per capita, this ta grow faster than personal income per capita, this 
““maintenance factormaintenance factor”” is restored by increasing the Proposition 98 minimum funding leis restored by increasing the Proposition 98 minimum funding level until the funding base is fully restored. This vel until the funding base is fully restored. This 
restoration process is applied prospectively only, and there is restoration process is applied prospectively only, and there is no requirement that the revenue loss in the year or years prior no requirement that the revenue loss in the year or years prior to the to the 
maintenance factor being fully restored be made up.maintenance factor being fully restored be made up.
ReservesReserves——Funds set aside in a school agency budget to provide for economiFunds set aside in a school agency budget to provide for economic uncertainties, future expenditures, working capital, or other c uncertainties, future expenditures, working capital, or other 
purposes.purposes.
Revenue LimitRevenue Limit——The amount of revenue that a district can collect annually for gThe amount of revenue that a district can collect annually for general purposes from local property taxes and state aid. The eneral purposes from local property taxes and state aid. The 
revenue limit is composed of a base revenue limitrevenue limit is composed of a base revenue limit——a basic education amount per unit of ADA computed by formula eaca basic education amount per unit of ADA computed by formula each year from the h year from the 
previous yearprevious year’’s base revenue limits base revenue limit——and any of the number of revenue limit adjustments that are compand any of the number of revenue limit adjustments that are computed anew each year.uted anew each year.
The total revenue limit of a school district is determined by muThe total revenue limit of a school district is determined by multiplying the districtltiplying the district’’s funded level of ADA by its base revenue limit and then s funded level of ADA by its base revenue limit and then 
adding all of the applicable revenue limit adjustments. A distriadding all of the applicable revenue limit adjustments. A districtct’’s total revenue limit is funded from a school districts total revenue limit is funded from a school district’’s property tax income and s property tax income and 
state aid.state aid.
ROC/PROC/P——Regional Occupational Center or ProgramRegional Occupational Center or Program——a vocational educational program for high school students and ada vocational educational program for high school students and adults. A ROC/P may be ults. A ROC/P may be 
operated by a single district, by a consortium of districts undeoperated by a single district, by a consortium of districts under a joint powers agreement (JPA), or by a county office of educar a joint powers agreement (JPA), or by a county office of education for the tion for the 
districts within the county.districts within the county.
SB 90SB 90——Reference to either: Reference to either: 
Senate Bill 90/1972, which established the revenue limit system Senate Bill 90/1972, which established the revenue limit system for funding school districts. The first revenue limit amount wasfor funding school districts. The first revenue limit amount was determined by determined by 
dividing the districtdividing the district’’s 1972s 1972--73 state and property tax income by that year73 state and property tax income by that year’’s ADA. This original pers ADA. This original per--ADA amount became the historical base for ADA amount became the historical base for 
all subsequent revenue limit calculations.all subsequent revenue limit calculations.
Senate Bill 90/1977, which required that the state reimburse staSenate Bill 90/1977, which required that the state reimburse statete--imposed mandates on local governments.imposed mandates on local governments.
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SB 813SB 813——Reference to Senate Bill 813/1983 that provided a series of educReference to Senate Bill 813/1983 that provided a series of education ation ““reformsreforms”” in funding calculations. Longer day, in funding calculations. Longer day, 
longer year, mentor teachers, and beginning teacher salary adjuslonger year, mentor teachers, and beginning teacher salary adjustments are a few of the programs implemented by this 1983 tments are a few of the programs implemented by this 1983 
legislation.legislation.
Secured RollSecured Roll——That portion of the assessed value that is stationary, i.e., lanThat portion of the assessed value that is stationary, i.e., land and buildings. See also d and buildings. See also Unsecured RollUnsecured Roll. The . The 
secured roll averages about 90% of the taxable property in a dissecured roll averages about 90% of the taxable property in a district.trict.
SerranoSerrano DecisionDecision——In 1974, the California Superior Court in Los Angeles County rulIn 1974, the California Superior Court in Los Angeles County ruled in the ed in the Serrano v. PriestSerrano v. Priest case that school case that school 
district revenues in California depended so heavily on local prodistrict revenues in California depended so heavily on local property taxes that students in districts with a low assessed valueperty taxes that students in districts with a low assessed value per per 
pupil were denied an equal educational opportunity in violation pupil were denied an equal educational opportunity in violation of the of the ““Equal ProtectionEqual Protection”” clause of the California Constitution. clause of the California Constitution. 
This ruling established certain standards under which the schoolThis ruling established certain standards under which the school finance system would be constitutional and was upheld by the finance system would be constitutional and was upheld by the 
California Supreme Court in 1976. In 1983, the California SuperiCalifornia Supreme Court in 1976. In 1983, the California Superior Court in Los Angeles County ruled that the system of school or Court in Los Angeles County ruled that the system of school 
finance in effect at that time was in compliance with the earliefinance in effect at that time was in compliance with the earlier Court order. After several appeals, in March 1989, all of the r Court order. After several appeals, in March 1989, all of the 
plaintiffs in the case agreed to dismiss their legal challenges,plaintiffs in the case agreed to dismiss their legal challenges, thereby settling thereby settling SerranoSerrano as a legal issue.as a legal issue.
Squeeze FormulaSqueeze Formula——The formula used from 1973The formula used from 1973--74 through 198174 through 1981--82 for the calculation of the annual inflation increase in the b82 for the calculation of the annual inflation increase in the base ase 
revenue limit that provided smallerrevenue limit that provided smaller--thanthan--average increases to high revenue districts. This formula thus average increases to high revenue districts. This formula thus ““squeezedsqueezed”” the revenues the revenues 
of high revenue districts as a means of promoting revenue equaliof high revenue districts as a means of promoting revenue equalization. Effective 1983zation. Effective 1983--84, the squeeze formula was eliminated 84, the squeeze formula was eliminated 
and all districts of the same type now receive the same dollar iand all districts of the same type now receive the same dollar inflation increase.nflation increase.
State School FundState School Fund——Each year the state appropriates money to this fund, which is thEach year the state appropriates money to this fund, which is then used to make state aid payments to en used to make state aid payments to 
school agencies. Section A of the State School Fund is for Kschool agencies. Section A of the State School Fund is for K--12 education and Section B is for community college education.12 education and Section B is for community college education.
SubventionsSubventions——The term used to describe assistance or financial support, usualThe term used to describe assistance or financial support, usually from higher governmental units to local ly from higher governmental units to local 
governments or school agencies. State aid to school agencies is governments or school agencies. State aid to school agencies is a state subvention.a state subvention.
SunsetSunset——The termination of a categorical program. A schedule is in curreThe termination of a categorical program. A schedule is in current law for the Legislature to consider the nt law for the Legislature to consider the ““sunsetsunset”” of of 
most state categorical programs. If a program sunsets under thismost state categorical programs. If a program sunsets under this schedule, the funding for the program shall continue for the schedule, the funding for the program shall continue for the 
general purposes of the program, but the specific laws and regulgeneral purposes of the program, but the specific laws and regulations shall no longer apply.ations shall no longer apply.
Supplemental RollSupplemental Roll——An additional property tax assessment for properties that are soAn additional property tax assessment for properties that are sold or newly constructed that reflect a higher ld or newly constructed that reflect a higher 
market value than on their prior lien date. By taxing this incremarket value than on their prior lien date. By taxing this increase in assessed value immediatelyase in assessed value immediately——rather than waiting until the rather than waiting until the 
next lien datenext lien date——additional property taxes are generated.additional property taxes are generated.
Test 1/Test 2/Test 3Test 1/Test 2/Test 3——See See Proposition 98Proposition 98..
Unsecured RollUnsecured Roll——That portion of assessed property that is movable, such as boatsThat portion of assessed property that is movable, such as boats, planes, etc., planes, etc.
WaiversWaivers——Permission from the State Board of EducationPermission from the State Board of Education——or, in some cases, from the Superintendent of Public Instructionor, in some cases, from the Superintendent of Public Instruction——to to 
set aside the requirements of an Education Code provision upon tset aside the requirements of an Education Code provision upon the request of a school district. See Education Code Section he request of a school district. See Education Code Section 
33050.33050.


