AMENDED IN SENATE APRIL 26, 2012

SENATE BILL No. 1491

Introduced by Senator Negrete McL eod

February 24, 2012

An act to add Section 14041.8 to the Education Code, relating to
education finance.

LEGISLATIVE COUNSEL’S DIGEST

SB 1491, as amended, Negrete McLeod. Education finance:Fatrress
i - deferrals.

Existing law requires the Controller to draw warrants on the State
Treasury in each month of each year in specified amounts for principal
apportionments for purposes of funding school districts, county
superintendents of schools, and community college districts. Existing
law defers the drawing of those warrants, as specified.

This bill would express findings and declarations of the Legislature
relating to the impact of the deferral of the payment of the warrants
referenced above —'Fhe—bm—weutd—eﬁaet—the—F&rmess—rﬂ—Edﬁeaﬂoﬁel

m&wrdﬂal—seheol—dﬁtﬁets—The b|II Would requwe the state if ameasure
enacted after January 1, 2013, defers an amount of money greater than
the amount projected to be deferred at the time the Budget Act of 2012
IS enacted, to reimburse school districts, through a supplemental
apportionment, for a portion of their borrowing costs that does not
exceed the effective annual percentage yield earned in the prior fiscal
year by the Pooled Money Investment Account. The bill would require

the Superintendent of Public Instruction to-catewlate-a-tending—€ost
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determine whether the supplemental apportionment-te-be-aloeated-to
is sufficient to reimburse school districts;-as-speetfied for their costs.
The bill would require the Superintendent to allocate the supplemental
apportionment amounts to the school districts.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.

The people of the Sate of California do enact as follows:

SECTION 1. The Legislature finds and declares all of the
following:

(@) The economy and the residents of this state are slowly
recovering from the worst recession since the Great Depression.

(b) Our school districts and our community colleges have had
to endure great reductions.

(c) The K-14 Proposition 98 level of funding is 12 percent less
than it was in the 2007-08 fiscal year.

(d) We have had to cut $1,000 per pupil from our schools since
the 2007-08 fiscal year.

(e) We have had over $10 billion in deferrals, including a $2.1
billion deferral in the 2011-12 fiscal year.

(F) The deferrals are also being used to help solve the state’s
eash—FHoew cashflow problems. The majority of the $2.1 billion
deferral in the 2011-12 fiscal year is for five months in order to
help the state’s-eash—flew cashflow problems. A consequence of
the deferrals is that school districts incur additional borrowing
costs without accompanying state support to offset even a portion
of the additional borrowing costs.
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28 (g) Itis because ofthese-inrequitiesand the fact that the deferrals
29 are often used to solve the state’s-eash—fHow cashflow problems
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that-the-Fairness-n-Educational-Deferral-Hunding-Aet this act is

being enacted.
SEC. 2. Section 14041.8 is added to the Education Code, to
read:
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14041.8. |If a measure enacted after January 1, 2013, defers
an amount of money greater than the amount projected to be
deferred at the time the Budget Act of 2012 is enacted, the state

shalHretlude-alending-cost, through a supplemental apportionment
te, reimburse school districts for-thelending-costofthedeferral a

portion of their borrowing costs that does not exceed the effective
annual percentage yield earned in the prior fiscal year by the
Pooled Money Investment Account. The-lending-cest calculation
of these borrowing costs shall include all-efthe appropriate costs,
including the interest cost. The Superintendent shall determine
whether thedending-cost supplemental apportionment is sufficient
to reimburse school districts for their costs as prescribed in this

section.—Netwithstanding—any—othertaw,——the-Superintendent
determines-thatthelending-costistnsufficientthe Superintendent

eostofthe-deferral: The Superintendent shall allocate theending
eost supplemental apportionment amounts to the school districts.
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