Orange County Superintendents Urge Local Control of Education Funding

COSTA MESA, CALIFORNIA, MAY 14, 2010--Orange County’s top education leaders,
representing a half million students and 55,000 employees, called today for lawmakers to
give school districts local control over budgeting and spending to soften the impact of the
state’s ongoing fiscal crisis and better ensure that students graduate from high school ready
for work or college.

The Orange County District Superintendents’ Organization, which includes 28 district
superintendents and the county superintendent of schools, held a press conference to unveil
reform measures designed to permanently allow school boards and communities to
determine spending priorities based on their most pressing local needs.

"As educational leaders, we want to be part of the solution to this budget crisis, as opposed
to sitting on the sidelines," William M. Habermehl, Orange County Superintendent of
Schools, said. "We're not here to whine and moan. Instead, we’re here to offer specific
recommendations to Sacramento and Washington for tangible economic relief without
additional cost to our taxpayers. To get that relief, we need control at the local level."

As experienced chief executive officers, the superintendents are well situated to issue the
call for reform. They oversee complex organizations that are operating at 2005 funding
levels, while the cost of doing business has continued to climb. The superintendents
estimate that from the 2008-2009 school year through 2010-2011, their budgets will have
suffered a combined loss of more than $850 million—and counting.

"School districts are managing their money really well," Superintendent Habermehl said.
"We are making the tough budget decisions that every other big corporation in the private
sector is making. The difference is we can’t scale back on our main mission. We still have to
continue offering a quality education to every child who walks through our doors."

Magnified by the dismal budget climate are myths and confusion surrounding the
management of education dollars.

"If we are to gain the public’s trust in the reform plan we are presenting today, we know it
is important to clear up the confusion and debunk the myths," the county superintendent
said.

For example, school districts are sometimes viewed as being top heavy, when in reality
administrative costs constitute only about 4 percent of education budgets, and California is
ranked 47th nationally in the ratio of administrators to students. Another commonly held
belief is that lottery funds contribute a significant amount of revenue, when the funds
actually compose less than 2 percent of budgets.

Reform measures include:

Permanent Local Control Over Restricted Spending

Having to comply with the state’s extensive categorical regulations is burdensome and
wasteful. Three-fourths of categorical programs are restricted, which mandates very
particular programs and approaches, regardless of their appropriateness at the local level.
While one of every three state dollars set aside for public schools is restricted, in contrast,



all state charter-school funding is unrestricted and may be used for any purpose determined
by the charter school.

The effects of ending funding restrictions could be rigorously assessed under the state’s
current accountability system.

"Keep the accountability system, of course, but give us the spending authority essential to
improving outcomes for students,” said Dr. Gwen Gross, Superintendent of the Irvine
Unified School District. "Currently, we are held accountable for student achievement, but
are not given the responsibility and total authority over the allocation of all resources.”

Restricted programs for which local control is essential include:

e Economic Impact Aid (funding for students who are educationally disadvantaged due
to language proficiency or poverty)

e K-3 and 9" Grade Class Size Reduction

Overhaul of State and Federal Mandates

School districts are responsible for fulfilling dozens of state-ordered mandates. In February,
the independent California Legislative Analyst’s Office (LAO) called for an overhaul of this
system, after determining that inefficient state-ordered programs cost $400 million annually
and burden the state with billions in unpaid reimbursements to school districts.

The deferral of mandate payments means that in the 2009-2010 state budget, the state
gave $41,000, or $1,000 per mandate, to each district to carry out the required activities.
"Despite receiving virtually no funding, districts must still perform the activities required by
each mandate," the LAO report stated.

"Now is absolutely the time to end this nonsensical practice," said José Banda,
Superintendent of the Anaheim City School District. "We have long maintained that it is
unfair to be required by Sacramento to carry out a nonessential task and not even receive
the proper amount of money to conduct the task."

School districts should be given block grant revenues to perform essential mandates, and if
the state does not fund a mandate, districts should not be required to report on it, or carry
it out. In addition, new mandates should not be added unless they are fully funded.

Another vastly unfunded mandate that has giant financial ramifications is special education
services required under the federal Individuals with Disabilities Education Act. Last year
alone, Orange County’s share of unfunded special education mandates was $321 million,
forcing money to be shifted from general purpose funds to make up the difference for these
important programs.

The superintendents are asking Congress to support a five-year pay down of its 40 percent
share of the cost of providing such services.

"Without question, we believe every special education student deserves the best possible
education. We also believe the federal government should be paying its share," said
Superintendent Gregory Magnuson of the Buena Park School District. “Every year, Congress



considers legislation in this area, but never seems to get around to putting through an
apportionment to pay for it. If the federal government is unwilling or unable to come up
with a pay-down plan to bring us up to the 40 percent guaranteed level, then we need relief
from the regulations and mandates for which they are currently holding us accountable.”

Because federal special education laws now largely overlap with state laws, any duplicative
mandates should be eliminated since federal requirements already offer the necessary
protection.

According to the superintendents, additional funding reform measures that would increase
student achievement and performance include:

e Being able to use Title | funds, which are earmarked for economically disadvantaged
students, for district reform efforts, including establishing career pathways and
early-childhood education articulation

e Offering funding to Program Improvement schools for addressing the achievement
gap and increasing college readiness, instead of tying funding to sanctions

The superintendents acknowledge that their reform agenda is ambitious, yet maintain there
has never been a more urgent need for reform.

"If not now, when?" asked Habermehl. "Currently, California not only determines school
district revenue levels, it determines what the dollars are spent on more than in other
states. Today, more than ever, the money going to school districts should be much more
closely tied to the needs, costs, and preferences of local residents. It is the best method for
ensuring the future success of all students.”
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