REMCHO, JOHANSEN & PURCELL, LLp
ATTORNEYS AT LAW

201 DOLORES AVENUE Joseph Remcho (1944-2003)
SAN LEANDRO, CA 94577 Robin B. Johansen
PHONE: (510) 346-6200 Kathleen J. Purcell (Ret.)
FAX: (510) 346-6201 James C. Harrison
E-MAIL: kgetman@rjp.com Thomas A. Willis
WEBSITE: www.rjp.com Karen Getman
Margaret R. Prinzing
SACRAMENTO PHONE: (916) 264-1818 . Kari Krogseng
January 5, 2009 08-0021
Amdt. #18
VIA HAND DELIVERY ? ECE , V@
Office of the Attorney General JAN 05 Zw
1300 “T” Street 0
Sacramento, CA 95814 INITIATIVE COORD!NATOR
ATTORNEY GENERAL'S QFFICE

Attention: Krystal M. Paris

Re:  Public School Investment and Accountability Act
Initiative No. 08-0021, Amendment #1

Dear Ms. Paris:

Enclosed is a revised copy of the “Public School Investment and Ac¢countability _
Act,” which we filed on December 19, 2008. The revised copy reflects technical edits that
clarify, but do not change, the substance of the Act.

Please direct all correspondence and inquiries regarding this revised copy to:

Karen Getman .

Remcho, Johansen & Purcell, LLP
201 Dolores Avenue

San Leandro, CA 94577

Phone: (510)346-6200

Fax: (510) 346-6201

Email: kgetman@zjp.com

Sincerely,

s

Roberta B. Johansen Karen Getma&),!y

Enclosure
(00071162)



08-0021
Amdt. #1S

Public School Investment and Accountability Act — Amendment #1
Section 1: Title.

This measure shall be known and may be cited as the “Public School Investment
and Accountability Act.”

Section 2: Findings and Declaration of Purpose.

1. California is in the midst of an extreme financial crisis. State revenues have
plummeted, and with that so has state spending on public education.

2. California’s schools are in trouble. Because of the state budget crisis, education
spending in California has been cut by billions of dollars. These budget cuts have left
schools with overcrowded classrooms, out of date textbooks, and too few teachers,
counselors, and other critical education support staff.

3. California has some of the nation’s highest education standards for kindergarten
through 12th grade, with a school accountability system to measure student progress
toward those standards. California students and schools deserve adequate resources and -
support to meet those standards.

4. School funding has been delayed for months on end while Sacramento politicians
fight over the state budget. These delays create chaos for local school districts during the
school year and make planning nearly impossible.

5. California’s businesses need a well educated workforce. We cannot afford to lose
jobs to other states. Yet due to budget cuts, our community colleges may be forced to
turn away students who want to learn the skills needed to succeed in the workplace.

6. California has been below the national average in education spending since the early
1980°s, and no end is in sight. Our legislators and governor cannot agree on a solution
for new funds and they continue to cut, delay and divert current funds.

7. It is time to provide a stable, independent funding source for schools that cannot be
cut by the legislature and governor, cannot be withheld during a budget i impasse, and
cannot be diverted to other uses.

8. California schools must become more efficient and transparent in spending taxpayer
dollars to ensure that education funding is directed toward student learning and focused
in the classroom.

9. The annual independent audits required by this measure will ensure that these funds
go only to improving classroom education. None of the money can be spent on

administrative costs. This measure authorizes civil or criminal penalties for any misuse
of the funds. .



Section 3. Purpose and Intent.

The people of the State of California declare their purpose and intent in enactmg this
legislation to be as follows:

1. The primary purpose of this Act is to supplement the total amount of money provided
for public education in California.

2. To achieve that purpose, the people declare that all revenues generated by this Act will
be used exclusively to fund K-12 schools and community colleges. These revenues \
cannot be cut, delayed, borrowed or diverted by the legislature and governor. They
cannot be used to replace current state funding.

3. Tt is the intent of the people that the moneys provided for by this Act be subject to
strict independent oversight and tough penalties for misuse of the funds.

Section 4. Section 8.6 is added to Article XVI of the California Constitution, to
read: :

Sec. 8.6. (a) The Public School Investment and Accountability Fund is hereby
created in the State Treasury. Moneys in the Fund are held in trust and continuously
appropriated, without regard to fiscal year, for the exclusive purpose of providing
supplemental state funding to support instructional improvement in school districts and
community college districts.

(b) The Controller shall allocate eighty-nine percent (89%) of the moneys in the -
Public School Investment and Accountability Fund to school districts, and eleven percent
(11%) of the moneys to community college districts, in the amounts and manner set forth
in subdivision (c). '

(c) The Controller shall, on a monthly basis, draw warrants on and distribute the
moneys in the Public School Investment and Accountability Fund as follows: from the
amounts set aside for school districts, payments shall be made directly to each school
district on the basis of an equal amount per unit of average daily attendance, as certified
on an annual basis by the Superintendent of Public Instruction; and from the amounts set
aside for community college districts, payments shall be made directly to each
community college district on the basis of an equal amount per unit of full time
equivalent enrolled student, as certified on an annual basis by the Chancellor of the
California Community Colleges. This provision is self-executing and requires no
legislative action to take effect. Distribution of the moneys in the Fund shall not be
delayed or otherwise affected by failure of the legislature and governor to enact an annual
budget bill pursuant to Section 12 of Article IV. Funds received pursuant to this section
shall be available exclusively for the purpose of improving classroom education as
required by the Public School Investment and Accountability Act.



(d) Funds transferred and allocated to or from the Public School Investment and
Accountability Fund shall not constitute appropriations subject to limitation for purposes
of Article XIII B. Moneys in the Public School Investment and Accountability Fund
shall not be considered General Fund revenues or proceeds of taxes, and thus shall not be
included in the calculations required by Section 8 of this Article, and shall not be subject
to the provisions of Section 12 of Article IV or Section 20 of this Article.

(¢) As a condition of receiving any moneys pursuant to subdivision (c), each
school district and community college district shall establish a separate account for the
receipt and expenditure of those moneys, which account shall be clearly identified as the
Public School Investment and Accountability Act account. Each district shall determine
how to allocate the funds in that account among the expenditures authorized by the Public
School Investment and Accountability Act.

(f) The moneys deposited in the Public School Investment and Accountability
Fund shall be used exclusively for the purposes set forth in this section and the Public
School Investment and Accountability Act and shall not be used to pay administrative
costs. Moneys deposited in the Public School Investment and Accountability Fund shall
supplement existing school funding and shall not be used to supplant current state '
funding for education. Moneys in the Public School Investment and Accountability Fund
shall not be transferred or loaned to the General Fund or to any other special fund.

Section 5. Part 9.6 is add‘ed to Division 1 of the Education Code, to read:
Part 9.6. Public School Investment and Accountability Act

Section 14702. The funds provided to school districts pursuant to Section 8.6 of
Article XVI of the State Constitution shall be expended or encumbered during the fiscal
year received exclusively for the purpose of instructional improvement and
accountability.

(a) For purposes of this section, * ‘instructional improvement and accountability”
shall mean expenditures for school sites that directly benefit the 1nstruct10n of students,
and shall be limited to expenditures for the followmg

(1) To reduce class sizes in all grades beyond the levels funded by current state .
programs with the intent of lowering pupil-teacher ratios until a ratio is attained of
20 students or fewer per teacher providing direct instruction in any classroom serving
kindergarten and grades 1 through 3, and 25 or fewer students per teacher providing
direct instruction in any grade 4 through 12 class in English language arts, reading,
mathematics, science, history, and social science.

(2) To provide instructional supplies, instructional equipment, including
computers and technology, instructional materials, and support services necessary to
improve school conditions.



(3) To provide direct student services, including school counselors, librarians,
and nurses needed to ensure that each student makes academic progress necessary to be
promoted to the next appropriate grade level.

(4) To provide staff development that improves services to students or increases
the quality and effectiveness of instructional staff, designed and implemented by
classroom teachers and other participating school district personnel, including the school
principal, with the aid of outside personnel as necessary. Classroom teachers shall
comprise the majority of any group designated to design such staff development
programs for instructional personnel. Staff development should be based on best
practices models appropriate for grade levels and subject matters to serve the needs of
students in local districts.

(5) To provide shared planning time for teachers during the school day by grade
or subject matter in an effort to create schools where teachers are able to work together
and support each other to improve student learning.

(6) To provide all students the opportunity for essential programs like art, music,
and career technical and vocational education.

(7) To provide a safe and secure learning environment for public school students
and staff.

(8) To provide for compensation of certificated non-management staff and
classified non-management staff.

(b) No moneys received pursuant to this Act shall be spent on administrative
costs. :

(c) Funds received by each school district pursuant to this Act shall be deposited
in a separate account and shall be maintained and disbursed separately from funds from
all other sources.

14703. The funds provided to community college districts pursuant to Section 8.6
of Article XVI of the State Constitution shall be expended or encumbered during the year
received exclusively for the purpose of instructional improvement and accountability.-

(a) For purposes of this section, “instructional improvement and accountability”
shall mean expenditures for community college sites that directly benefit the instruction
of students, and shall be limited to expenditures for the following:

(1) To provide individual assessment and counseling for the purpose of designing
a curriculum for each student.

(2) To provide instructional supplies, instructional equipment, instructional
materials and support services necessary to improve campus conditions.



(3) To provide faculty development that improves instruction and increases the
quality and effectiveness of instructional staff, as mutually determined by faculty and the
community college district governing board.

(4) To provide for compensation of faculty and counseling staff.

(b) No moneys received pursuant to this Act shall be spent on administrative
costs. '

(c) Funds received by each community college district pursuant to this Act shall
be deposited in a separate account and shall be maintained and disbursed separately from
funds from all other sources.

14704. (a) The Controller shall, on an annual basis, provide for an independent
financial audit of the Public School Investment and Accountability Fund to ensure
compliance with the requirements of Section 8.6 of Article X VI of the California
Constitution, including the requirement that moneys in the Fund supplement and not
supplant existing state school funds. The results of that independent audit shall be
summarized in an easily understandable report published in a prominent place on the
California Department of Education’s Internet home page. '

~ (b) The independent financial and compliance audit required of school districts
and community college districts shall, in addition to all other requirements of law,
ascertain and verify whether the funds provided by the Public School Investment and
Accountability Act have been properly disbursed and expended as required by that Act.
This requirement shall be added to the audit guide requirements for school districts and
community college districts, and shall be part of the audit reports annually reviewed and
monitored by the Controller pursuant to Section 14504. Each community college district
shall provide to the Controller by June 30 of each year a copy of the audit findings
required by this section. The Controller shall make available to the public and the
independent auditor required by subdivision (a) the audit findings required by this
subdivision.

(c) The results of the district audits required by subdivision (b) shall be
summarized in an easily understandable form and added to the school district’s yearly
accountability report card. Notwithstanding any other provision of law, expenses
incurred by districts to comply with the audit and reporting requirements of
subdivision (b) may be paid with funds provided by the Public School Investment and

Accountability Act and shall not be considered “administrative costs” for purposes of that
Act. ‘

(d) Commencing in 2010, the Controller shall annually report to the
Superintendent of Public Instruction, the Board of Governors of the California
Community Colleges, the Attorney General, and the public, by September 30 of each
year, any failure to properly disburse and expend funds in accordance with the



- requirements of Section 8.6 of Article XVI of the California Constitution and the Public
School Investment and Accountability Act. '

(e) The Attorney General shall expeditiously investigate and may seek civil or
criminal penalties for any misuse of funds authorized by Section 8.6 of Article XVIand
the Public School Investment and Accountability Act.

14705. For purposes of Section 8.6 of Article XVI of the California Constitution,
the following definitions apply:

(a) “School districts” means school districts, county offices of education, charter
schools, and direct elementary and secondary level instructional services provided by the
state.

(b) “Average daily attendance” shall be the sum of the following:

(1) Second principal apportionment regular average daily attendance for
kindergarten and grades 1 to 12, inclusive, as defined in subdivision (b) of
Section 42238.5, and as adjusted for any average daily attendance audit findings.

(2) Annual average daily attendance for county offices of education, as calculated
pursuant to subdivision (c) of Section 41601, and as adjusted for any average daily
attendance audit findings.

(3) Any determination or computation of average daily attendance for purposes
of this section shall be based upon actual data from the most recent prior year.

Section 6. Section 6051.7 is added to the Revenue and Taxation Code, to read:

6051.7. (a) In addition to any other taxes imposed by this part, for the privilege
of selling tangible personal property at retail, a tax is hereby imposed upon all retailers at
the rate of one percent (1%) of the gross receipts of any retailer from the sale.of all
tangible personal property sold at retail in this state on and after January 1, 2010.

(b) Notwithstanding any other provision of this part, all revenues, less refunds,
derived from the one percent tax imposed pursuant to subdivision (a) shall be deposited
in the State Treasury to the credit of the Public School Investment and Accountability
Fund as established by Section 8.6 of Article XVI of the California Constitution.

Section 7. Section 6201.7 is added to the Revenue and Taxation Code, to read:

6201.7. (a) In addition to any other taxes imposed by this part, an excise tax is
hereby imposed on the storage, use, or other consumption in this state of tangible
personal property purchased from any retailer on and after January 1, 2010, at the rate of
one percent (1%) of the sales price of the property.



(b) Notwithstanding any other provision of this part, all revenues, less refunds,
derived from the one percent tax imposed pursuant to subdivision (a) shall be deposited
in the State Treasury to the credit of the Public School Investment and Accountability
Fund as established by Section 8.6 of Article XVI of the California Constitution.

Section 8. Severability.

The provisions of this measure are severable. If any provision of this measure or
its application is held invalid, that invalidity shall not affect other provisions or
applications that can be given effect without the invalid provision or application.

Section 9. Conflicting Initiatives.

In the event that this measure and another initiative measure or measures relating:
to taxation of personal property shall appear on the same statewide election ballot, the
provisions of the other measure or measures shall be deemed to be in conflict with this
 measure. In the event that this measure receives a greater number of affirmative votes,
the provisions of this measure shall prevail in their entirety, and the provisions of the
other measure shall be null and void.



