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The purpose of this study was to build upon a study of the Santa Barbara County (SBC)
SELPA funding allocation model completed by Paul Goldfinger of School Services of
California in 2007. Specifically it was requested that expenditure data for regional
provider programs be reviewed to determine what is contributing to the variations in
costs across programs and suggest more cost effective alternatives.

The SBC SELPA is very unique in that almost all of the costs for provider programs are
funded from the SELPA AB 602 allocation before funding is allocated to all member
local education agencies (LEA). In 2007 — 08, $22.3 million of the total $43.6 million in
AB 602 revenue or 51.2% was allocated to provider programs. The exception is the
County operated severely handicapped (SH) program for which 50% of the excess cost is
now being billed. More typically SELPAs allocate a portion of revenue to provider
programs and then compute an excess cost, which is charged to each student with a
disability enrolled in the program. Recently some SELPAs have moved to a full cost
model for provider programs where all AB 602 revenue is allocated to LEAs and the full
cost per pupil is calculated and charged to each pupil enrolled in the provider program.

The SELPA is also unique in that some districts are individually operating programs for
students with significant disabilities that most SELPAs operate regionally. For purposes
of this report these programs are categorized as follows:

e Services to students with moderate/severe developmental delay. Students in these
class groupings typically are ambulatory and become independent in addressing
their self-help needs.

¢ Services to students with severe/profound developmental delay. Students in these
class groupings typically have minimal or no ambulatory skills, are very
dependent and require assistance with self-help skills, and very often have
medical conditions such as tracheotomies and gastro feeding tubes which also
require staff assistance and supervision.

In surveying districts in the SELPA it was reported that the following districts operate
their own classes for students with moderate/severe disabilities:

* Goleta — 4 classes
* Lompoc -5 classes
e QOrcutt — 1 class



* Santa Maria Bonita — 6 classes
* Santa Barbara County Office — 13 students through direct service outside of the

County SELPA regional program
In addition regional program transportation costs for provider programs are offset by
some special education transportation revenue with the remaining excess costs
reimbursed by the districts of residence based the number of students with disabilities
served in the regional programs. The costs for facilities to house regional provider
programs are determined by a facilities cost calculation and the costs including routine

maintenance are allocated to each district based on its percentage of the total SELPA
CBEDS count rather than the number of students enrolled in the regional programs.

Cost Analysis Description

Provider program cost data for 2007-08 was reorganized and displayed in a
format that allowed for a comparison of program costs (Attachment A). Costs were
aggregated as follows:

Teacher costs — both special day class and itinerant

Instructional assistant costs — including additional instructional
assistants and PERS reduction

Designated instruction/related services costs
Administration

Clerical support

Benefits costs

Non-salary costs including miscellaneous costs

Indirect Costs

* For each cost category, except indirect the total cost was displayed and a cost per
full time equivalency was computed.

* For the benefits costs the FTE was computed using total FTEs for all staff
classifications.

* For the non-salary and miscellaneous costs, teacher and designated
instruction/related services FTEs were added together to compute in non-salary
cost FTE. A second comparison was also computed using teacher, designated




instruction/related services and administration FTEs. Miscellaneous costs
included vendor services, tuition for community college, bus fare for community
programs, office supplies, copying costs and postage

* The total indirect cost was displayed along with the LEA indirect rate that was
used for the computation. In addition total indirect costs computed at 7.0% for
County programs and 4.5% for district programs were also displayed to provide
data for the recommendations,

Analysis

SELPA caseloads for regional provider programs were developed in 1998. The
established caseloads vary by age/grade level. Unfortunately the caseload data for 2007 —
08 were not available by age or grade level. To more accurately determine whether
provider program caseloads are being maintained, regional program caseloads need to be
collected by age/grade level. For 2007- 08 the following.regional programs were below
SELPA recommended averages. December 2008 averages have also been displayed.

Regional Program SELPA Approved 07 - 08 Dec 1, 2008

Average per FTE Average per FTE  Average per FTE
SBCEO SH 8-9 7.18 7.59
SBCEO CTE 8-12 6.5 6.63
LOMPOC DHOH SDC 6-9 6.00 5.00
S. B.HIGHITIN DHOH 9-12 4.57 4.00
S. B. HIGH ITIN VH 12-18 8.00 5.00
SBCEO OT 25-30 24.29 26.89
ORCOTT 25-30 19.67 25.67

Because of growth or declining enrollment, it may not always be able to completely
maintain caseloads during a school year but the caseloads should be monitored
throughout the school year. While there has been some increase in caseloads in 2008 — 09
several programs continue to operate below SELPA minimum averages.

The data indicate that there are obvious variations in salaries for both certificated
and classified staff, which are most likely because of differing salary schedules,
variations in placement of staff on the salary schedule or a combination of both. It could



also be that some LEAs are paying a stipend or bonus to special education staff, which
may be affecting the variations. In addition the County juvenile court program operates
for 200 days per year unlike the other regional programs. Unfortunately it is almost
impossible to control for salary variations between LEAs. For instructional assistants one
possible way to contain costs is to hire part-time staff that will not qualify for benefits.
While this can be a significant savings, it will only be useful if part-time positions can be
fully staffed. It tends to be more difficult for county offices to staff part-time positions
because of serving a larger geographic area and also because some programs require
more staff involvement in toileting and feeding children with disabilities as part of the job
duties.

There was much less variation in benefit costs based in the data set. However it
may be because of the analysis using all full-time equivalencies to determine the cost per
FTE. It would have been more helpful if the benefit costs could have been separated by
job category especially for instructional assistants.

There were also large variations in the non-salary costs across programs. This is
an area where cost containment can be applied. Setting a standard amount per class or
full-time equivalent certificated staff member would require each program to work within
a budgeted amount each year. It would also simplify the program cost calculation since
non-salary costs would not need to be reported.

Some of the 2007 — 08 SBC SELPA regional program costs were compared with
three other SELPAS using a cost per pupil comparison (Attachment B). Because SELPAs
do not organize regional or provider programs in the same manner, it is difficult to be
sure that a cost comparison with other SELPAs is valid. One confounding variable was
that the regional program operators did not provide extended year services in 2007 — 08.
Instead, the SELPA Office operated extended year services. Comparisons were
developed for the County combined SH, SED/CTE and preschool programs with county
operated programs in three other SELPAs. SED/CTE programs were compared with a
county-operated program from another SELPA. Combined deaf/hard of hearing special
day class and itinerant services were compared with a county-operated program and a
district-operated program from two other SELPAs. Finally Itinerant visually impaired
programs were compared with combined special day class and itinerant services from a
district operated program in another SELPA.

The SELPA has recommended DIS support allocations for provider programs that
were also approved in 1998. However there are also large variations in DIS and related
services staffing even among similar programs. In general it does not appear that the
regional DIS allocations are being followed closely. As with program caseloads, setting
a standard level of DIS support could provide cost containment and ensure a more
consistent level of service across programs so that parents do not perceive one program as
being “better” than another. Since the SELPA makes a large financial commitment to
provider programs, it is not unreasonable to set standards across programs.




The County Office has a higher staffing ratio for both administration and clerical
personnel. Given the size and complexity of the programs that it operates there could be
very valid justification for its administrative and clerical support levels. However, it
would be appropriate to review both administration and clerical staffing to be certain that
the staffing level is driven by program need. Also since the County is a direct special
education service provider to 7 direct service districts it would be appropriate to confirm
that there is a clear delineation between the County’s role as a regional program provider
to the SELPA and its requirement to provide special education services to small districts.
This is another area where staffing standards could be useful as a cost containment
measure provided program quality is not compromised.

There is also a large difference in the indirect cost rate between the County Office
programs and the programs operated by other LEAs. Given the significant commitment
by the SELPA in funding the provider programs the SELPA could set a standard indirect
rate for all provider programs.

It is very unique that none of the provider programs operate extended school year
services. It is difficult to believe that it could be cost effective to have the SELPA Office
operate the programs. The SELPA should consider transitioning extended year services to
the provider programs as a cost containment measure.

In the AB602 Special Education Fiscal Allocation Plan, Section VII — “Funding
for Regional Program Expansion and Additional Instructional Aides for Regional
Programs” indicates that program expansion during the school year and requests for
additional instructional assistants require approval by the SELPA Coordinating
Committee and review by the SELPA Fiscal Committee. A number of SELPAs have
adopted a process for determining the need for additional instructional assistants which
requires an assessment of behavior and classroom conditions. The SELPA does have
such a process defined in the SELPA Local Plan. It is important that the process be
applied in justifying the need for additional instructional assistants. This is an important
cost control function, which needs to be fully utilized. Information from SELPA staff
also indicated that in the past requests for additional instructional assistants were
approved by the JPA Board but that procedure had been stopped. The JPA Board should
consider at least reviewing a quarterly report of the new added positions.

It appears that the SELPA has been considering a pay-as-you-go model as an
alternative to the current plan for fully funding provider programs. This would be a
significant change that would require a transition plan to avoid causing financial
problems for LEAs. As stated initially most SELPAs use some form of an excess cost
model where some AB602 revenue is allocated to each program and an excess cost is
calculated and reimbursed by residence districts. Also as previously stated some SELPAs
are moving to a full cost model where all AB602 revenue is allocated to LEAs and each
LEA pays the full cost for its pupils enrolled in provider programs. A full cost model
causes each district to stand alone in paying for services and its responsibility for its
students with significant disabilities. The current SELPA funding model is at the other
extreme where all LEAs are financially responsible for all students with significant



disabilities whether or not any of the students live within the boundaries of the LEA. If
the SELPA wants to move toward a funding model where individual LEAs assume more
individual responsibility for pupils with significant disabilities, it might consider a full
cost model with an adjustment for students who reside in foster homes and licensed
children’s institutions since no LEA has the ability to control the licensing of these
facilities. The report by Paul Goldfinger also suggested two strategies for some shared
responsibility for students with significant disabilities.

In addition many SELPAs are inviting charter schools to join their SELPA to help offset
declining ADA. The charter schools may enter the SELPA as schools within a member
school district or join the SELPA as a local education agency for special education
purposes. In most cases charter schools do not attract as many students with significant
disabilities as school districts. SELPAs with funding allocation plans that heavily favor
programs for students with significant disabilities have a more difficult time attracting
charter schools because of the limited funding available for non-provider programs.

Finally a full cost model could lead to cash flow issues for larger provider programs. A
plan would need to be developed to provide cash flow throughout the year to the provider

programs if a full cost model is adopted.

Recommendations

1. Initiate the use of a regional program data collection form to collect 2008 —
09 regional program costs in a uniform manner. The form needs to include
name, job title, FTE, salary and benefits costs for each staff member.

2. Require residence district staff to attend all IEPs for students in regional
programs. The residence district has ultimate responsibility for ensuring that
appropriate services are provided to each child with a disability. The residence
district should serve as the gatekeeper to ensure that appropriate services are
provided in a cost effective manner

3. Fully implement the SELPA procedure for adding individual instructional
aides for children with disabilities including a plan for phasing out the aides.
Require a six month IEP review of all IEPs that designate additional
instructional aides. Require a quarterly report of added positions to the JPA

Board.

4. Collect classroom/caseload enrollment data by age/grade to determine
whether regional programs are following SELPA approved averages.
Require the Coordinating Committee to review regional program
class/caseload averages on a quarterly basis. Periodic review will highlight
staff reductions that may be needed in the new school year to operate regional
programs within the approved SELPA averages.




10.

11.

12.

Require regional programs to ad just staffing ratios at the end of each school
year to begin the new school year within the SELPA Local Plan caseload
limits. A reduction of one class including one instructional aide in the SBCEO SH
program, two classes including two instructional aides in the SBCEO SED/CTE
program, and one itinerant provider in the S. B. High DHOH program would have
reduced regional costs by over $ 489,000 in salaries and benefits.

Require regional programs to request approval from the Coordinating
Committee for any increases in administrative staff, support staff or clerical
staff beyond the 2008 — 09 school year level.

Require regional programs to operate the extended year program (ESY)
both for financial and liability reasons. For regional programs whose
administrative staff works more than a 10 month school year, the ESY program
needs to be operated without additional administrative or clerical staff.

Establish a 7.00 % indirect cost rate for the County and a 4.5% indirect cost
rate for districts operating regional programs. Capping the indirect rates in
2007 — 08 would have provided a $284,000 savings

Establish a $4,500 rate per FTE for nonsalary costs. The rate should be
applied to all teachers, DIS staff, related services staff and administrators.
Capping the rate in 2007 - 08 would have provided a $121,000 savings.

Consolidate regional deaf’hard of hearing special day class programs and
itinerant programs under one program operator. Consolidation should
provide some administrative and clerical cost savings and provide a better
opportunity to operate the programs within the designated SELPA caseload

averages.

Consolidate itinerant visually impaired programs under one program
operator. Consolidation should provide some administrative and clerical cost
savings and provide a better opportunity to operate the programs within the
designated SELPA caseload averages.

Transfer pre specialist preschool program services, currently operated by the
County, back to school districts, This program is the largest regional program
and unlike all of the other regional programs serves children with less intensive
needs. While the program had a cost of only $7,851 per pupil in 2007 - 08, it had
administration and clerical costs of over $269,000. Districts should be able to
absorb the services without increasing administrative or clerical staff. In addition
there would be a reduction in indirect costs. Because the majority of the children
receiving pre specialist services transition to their residence district at age five,
there should be a smoother transition to district services.



13. Implement a full cost model for fundirg the cost of regional programs. .

Several districts already operate some classes for students with moderate/severe
disabilities, however the current SELPA funding plan does not provide any
recognition of this. Allocating all of the funding to districts would create more of
an incentive for districts to serve their own students. It would also allow for a
more orderly change of regional program providers in terms of funding
adjustments. A change of this magnitude would need to be implemented over a
three or four year period. Also a plan would need to be developed to ensure that
cash flow to the regional programs occurs through out the school year.




' ATTACH TB
REGIONAL PROGRAM COST COMPARISON

updated 6/28/’

SH, SED/CTE, PRESCHOOL

SBCEO
SH, SED, Preschool

Ventura Co. Office
SH, Preschool

Los Angeles CO. Office
SH, SED, Preschool

San Joaquin CO. Office
SH, SED, Preschool

TOTAL COST $12,806,815.97 $16,945,335.00 $31,223,653.00 $17,120,201.00
TOTAL PUPILS SERVED 355.00 455.98 953.00 470.00
COST PER PUPIL $36,075.54 $37,162.45 $32,763.54 $36,425.96
EXTENDED YEAR NO YES YES YES
MODERATE/SEVERE NO YES YES YES
SED
SBCEO SB HIGH San Joaquin Co.
TOTAL COST $2,350,579.33 821,622.77 $2,609,227.00
TOTAL PUPILS SERVED 52 32 64.00
COST PER PUPIL $45,203.45 $25,675.71 $40,769.17
EXTENDED YEAR NO NO YES
DEAF/HARD OF HEARING PROGRAM
SBCEO SB Elementary Llompoc East San Gabriel San Joaquin
TOTAL COST $2,020,487.32 $335,840.14 $179,086.01 $4,740,613.49 $1,174,546.00
TOTAL PUPILS SERVED 71.00 15.00 19.00 171.00 40.00
COST PER PUPIL $28,457.57 $22,389.34 $9,425.58 $27,722.89 $29,363.65
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EXTENDED YEAR NO NO NO YES YES

ATTACHMENT B continued
VISUALLY IMPAIRED
SBCEO SB High SBElem East San Gabriel
TOTAL COST $918,679.52 286,793.60 $286,793.60 $2,579,483.61
TOTAL PUPILS SERVED 71 8 54 93
COSTPERPUPIL $12,939.15 $35,849.20 $5,310.99 $27,736.38
EXTENDED YEAR NO NO NO YES

Accuracy of Cost Comparisons

Because there is no uniforin forinat for collecting program cost data caution must be exercised in comparing costs across SELPAs

and local education agencies. In the cost comparisons above a confounding factor was that none of the Santa Barbara County programs
ope:ated extended year services, however the comparable programs did operate extended year services.
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ANALYSIS OF ALTERNATIVE ALLOCATION MODELS FOR SANTA BARBARA COUNTY SELPA I
NOVMmBER 26, 2007

Introduction

On September 24, 2007, an initial report was submitted to the SELPA providing general
observations about the SELPA's current allocation model. Following a conference call
during which that report was discussed, we were asked to calculate the impact of scveral
altemative allocation models and make recommendations for changes to the SELPA.

This report shows the impact of the following two major changes to the SELPA’s
allocation model:

¢ Changing from the current allocation based on enroliment and also taking into
account revenue limit funding for special day class ADA to an allocation based on
district ADA with no adjustment for revenue limit funding

4 Changing from the current allocation off-the-top for regional programs to a fee-
for-service model.

Our calculations indicate that both changes individually would result in a significant
reallocation in SELPA funds, with major winners and losers among the school agencies,
and that combining the changes would result in an even wider reallocation of funds.

The following sections provide details on both calculations. Recommendations for next
steps come at the end of this report.

Impact of Shifting to a Per-ADA Model

As discussed in the prior report, most SELPAs allocate funding based on district ADA,
not enroliment, and, furthermore, aimost no SELPAs include any caiculation of revenue
limit funding for special education ADA in their allocation model. In recognition of this,
we calculated the impact of shifting to a per-ADA allocation with no adjustment for

revenue limit funding.

For this calculation, we used the funding provided in 2006-07 from AB 602 funds and
federal aid, plus the 50% allocation of the Out-of-Home Care Funding, minus the amount
received for regionalized services and also minus the 25% payment for the programs for
the SH pupils, since this net amount is the amount retained by each agency for
nonregional programs. The total of these amounts for the SELPA was slightly more than
$19 million, [It should be noted that, while the current terminology is “severely
disabled,” the former acronym SH for “severely handicapped” is still used.]
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One consideration that arose is whether the allocation should be based on current-year
ADA for each agency, or the greater of current- or prior-year ADA. This is a policy issue
for the SELPA to decide, but our calculations indicated that using the greater of current-
or prior-year ADA resulted in only minor differences for most agencies. But one issue
that should be considered is the impact of charter schools that are local educational

agencies (LEASs) in the SELPA.

ADA (as well as enroliment) in charter schools can vary significantly from year to year.
For example, in 2006-07, the ADA for the Olive Grove Charter School declined by more
than 15% (and its enroliment dropped 27%). Also, when a newly formed charter school
becomes a member of the SELPA as an LEA, the students going to that new school often
result in declining enroliment in the districts that served those students in the prior year.
Using the greater of current- or prior-year ADA results in the SELPA paying for those
students twice—in the current-year ADA in the charter school and the prior-year ADA in
the affected districts. [As noted, the same issue arises with the current allocation based on
enroliment, and the SELPA might want to reconsider this aspect of the current funding

model if no other changes are adopted.)

For simplicity, Table | (sce page 8) shows the calculation based only on current-year
(2006-07) ADA, not the greater of current or prior-year ADA. The next to the last
column shows the total dollar change for each agency if the $19 million was allocated on
a per-ADA basis, and the last column shows this change as an amount per ADA. [Note
that these two columns do not include the funding or ADA for the Santa Barbara County
Education Office (SBCEO) Regional Programs since the amount per ADA for these
programs is not comparable with that for the other agencies.] Not surprisingly, the two
districts that are the furthest below the average currently—and which would therefore
gain the most in shifting to a per-rADA model—are Santa Barbara High School District
($66 per ADA) and Santa Maria High School District (844 per ADA), due to the high
level of offset currently calculated for the revenue limit for special education ADA.

While this table also shows that the Family Partnership Charter School has a current
funding rate that is $66 per ADA below the SELPA average, this is due to the school
being new and having an ADA level for 2006-07 of 221.69 that is much higher than its
CBEDS count of only 185. Had the school's ADA been, say, 94% of its CBEDS
enrollment, then its funding per ADA would have been $17 per ADA above the SELPA
average. It is expected that this anomaly for Family Partnership Charter School will
disappear when its enroliment and ADA stabilize in the future.

Additionally, the table shows that Olive Grove Charter School would lose the most per
ADA—$92. But this is due to the use of only current year ADA, rather than the current
allocation model that uses the greater of current or prior year enrollment (which, as noted
above, protects this Charter School from any loss due to its 27% decline in enroliment).
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The significant difference between the ADA and enroliment for the Family Partnership
Charter School highlights the difference between using ADA which measures the average
attendance over the whole school year through the P-2 ADA cutoff date and using
CBEDS enroliment, which is a snapshot of enroliment for a single date in October. If the
SELPA chooses to continue to use enrollment rather than ADA in allocating funds, it
might want to consider using average monthly enrollment (if such data were easily

available) rather than simply CBEDS enrollment.

Analysis of Fee-for-Service Model

Jim Skelton, the SELPA's accountant, was kind of enough to prepare a calculation
allocating the SELPA-total regional costs back to districss based on usage of the
programs. While Jim's calculation was based on the average cost per pupil for each
service, rather than on the cost for each agency operating a program for each service, his
calculation still provides a ballpark figure for each district—especially since the SBCEO
is the operator of the vast majority of the regional programs.

The spreadsheet that Jim prepared also showed what would happen if that same total
amount of funding—slightly more than $19 million—was allocated based on funded
CBEDS enrollment (i.e., the greater of current or prior-year enroliment). Finally, he
compared this allocation of revenues with the computed cost for each district—see Table
2 (page 9). As indicated in this table, the charter schools would all gain $285 per pupil
because they have no pupils in the regional programs. On the other hand, Goieta and
Santa Barbara Elementary School Districts would lose $142 and $135 per ADA,
respectively, because a high percentage of their resident pupils use the regional programs.

The calculation in Table 2 shows, in effect, what would have happened under a fee-for-
service model where all funding is allocated to the school agencies in the SELPA—with

no adjustments based on the incidence of SH pupils.

Given the bottom line from Jim’s table, it is certainly critical that the SELPA recognize
variations in the incidence of SH pupils, as recommended in the prior report. In our
opinion, it doesn’t make sense to allocate all funding equally if some districts have a very
high incidence of severely disabled pupils, while other agencies have a very low or zero
incidence of SH pupils, as is the case for the charter school LEAS,

Incidence of Severely Disabled Pupils

As discussed in the prior report, one way to recognize variations in the need to serve
severely disabled pupils is o provide additional funding only to those agencies that have
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a very high incidence of SH pupils, and then to allocate the balance to all agencies. To
examine this option, we put together a file showing the pupil count by age and disability
and the CBEDS enroliment for each district in fall 2006, and then computed the ratio of
SH pupils age 3-22 to CBEDS enroliment.

For the purposes of this calculation, the count of SH pupils included the following
disabilities: Mental Retardation, Hard of Hearing, Deaf, Visual Impairment, Emotional
Disturbance, Orthopedic Impairment, Deaf-Blindness, Multiple Disability, Autism, and
Traumatic Brain Injury. Clearly, other definitions of SH could be adopted. Also, all
calculations were done using the pupil count by district of residence, so that the
calculation shows all SH pupils who reside in the district, regardless of where they were

served.

The CBEDS enroliment used in this calculation was that reported by a district to the state.
ideally, this CBEDS enroliment should be adjusted to reflect pupils served by another
agency, to parallel the pupil count by district of residence. Adjusting CBEDS enroliment
in this manner would require shifting the enrollment of pupils served by the SBCEO back
to the district of residence and also subtracting the enroliment of pupils served in a
district-operated regional program from that district’'s CBEDS count and adding it to the
CBEDS count of the district of residence. But for the purposes of this preliminary
analysis, using the unadjusted CBEDS count provides a good rough estimate.

Table 3 (see page 10) shows the summary of these incidence calculations. Note that pupil
count data was provided by the California Department of Education for all cherter
schools in the state, and this showed zero SH pupils for the Family Partnership Charter,
the Santa Barbara Charter, and the Santa Ynez Valley Charter. Curiously, the data
provided for the Olive Grove Cherter was blank. Given the fact that this charter school
has no pupils in any of the regional programs, it is assumed for the purposes of this
calculation that it also had no SH pupils (as defined above) in December 2006, and this
calculation would need to be revised if this assumption turns out to be incorrect.

It is not surprising to see from this table that Goleta and Santa Barbara Elementary
School Districts—two of the districts that would be most adversely affected by
redistributing the regional dollars based on enrollment without any measurement of
need—have among the highest incidences of SH pupils. But it is somewhat surprising
that Santa Maria High School District, one of the districts that would receive more if the
regional funding were redistributed on the basis of enroliment, also has a relatively high
incidence of SH pupils. A review of Santa Maria HSD's pupil count indicates that it has a
relatively high count of pupils with Mental Retardation that the district serves in its own
programs, and this at least partially explains this finding.

Given the very wide range of incidence of SH pupils among the school districts—from
1.76 times the SELPA average for Goleta to 0.40 and 0.38 for Guadalupe and the Santa
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Ynez consortium, respectively, to zero for the charter school LEAs—we have strong
reservations about using the safety net approach of providing additional funding only to
those districts with a high incidence of SH pupils. Since this form of a safety net
approach provides the same level of funding for a district or LEA with a very low
incidence of SH pupils as for a district with an average incidence of SH pupils, it really
works best when all districts have an incidence of SH pupils that is at least some
minimum level of, say, no less than 70% of the SELPA average. Otherwise, this approach
winds up overfunding an agency that had a very low or zero incidence of SH pupils.

The second approach discussed in the prior report is to allocate an amount for each SH
pupil, and then have the districts pay for services under a fee-for-service model. As noted
in the prior report, providing this funding directly to the district of residence gives that
district options for how to serve that pupil and eliminates the financial incentive to place
more pupils in the regional programs. Furthermore, it provides additional funding for
districts that serve SH pupils in their own nonregional programs, something that the
current ofT-the-top allocation doesn't do.

In modeling the impact of this approach, the amount spent by the SELPA for nonpublic
school (NPS) tuition and other costs, such as transportation, for these placements
($172,749 in 2006-07) was added to the amount spent on the regional programs
($19,045,089 in 2006-07), since, if the SELPA were to shift to a fee-for-service model for
SH pupils, then it is recommended that the same approach should be used for NPS pupils.
Otherwise, there would still be a 100% reimbursement for the costs of an NPS placement,
creating an even greater incentive than now to place pupils in a nonpublic school.

The calculation shown in Table 4A (sec page 11) is based on redistributing the combined
total of $19,217,838 spent in 2006-07 on the regional programs and NPS placements
equally for the SELPA's 1,278 SH pupils at the rate of $15,037 per SH pupil. The fourth
column from the right shows the net impact of allocating this amount based on the SH
pupil count in each agency, but then charging each agency for the full fee-for-service cost
for its pupils in the regional programs and the NPS cost currently paid by the SELPA.
The second column from the right shows the combined impact from shifting to a per-
ADA allocation for nonregional funding and this fee-for-service model. As indicated, the
combined change ranges from a gain of $196 per ADA for Santa Maria High School
District to a loss of $156 per ADA for the Hope School District.

Table 4B (see page 12) shows what would happen if only half of the current amount
spent on regional programs was allocated based on each agency’s SH pupil count and the
balance was allocated on a per-ADA basis to all of the LEAs in the SELPA, including the
charter schools. As indicated in the far right hand column of this table, the biggest gainers
are now some of the charter schools, since, under this calculation, half of the funding now
being used for the regional programs and NPS pupils would be allocated on a per-ADA

L
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basis—even though the charter schools have no pupils in the regional programs or NPSs,
nor any SH pupils.

The calculation in Table 4B highlights the difTiculty in creating a funding model that
treats all LEAs in the SELPA the same, even those with a very low or zero count of SH
pupils. In particular, Education Code Section 47645 requires that a charter school LEA be
treated the same as any other member of the SELPA.

Next Steps

The calculations discussed above show that there would be very significant reallocations
among member agencies both from a shift to a per-ADA funding model for current
funding for nonregional programs and from a shift to a fee-for-service model, even with
adjustments for the number of SH pupils in each agency. Given this, we cannot
recommend that the SELPA adopt either change at this time.

Instead, we feel that further data collection and analysis is needed in the following areas:

< The above analyses did not include any evaluation of the impact of shifting the
funding for extended-year programs from the current off-the-top funding by the
SELPA to a fee-for-service program, since data is needed to identify the costs for
each district. As discussed in the prior report, the current funding for extended-
year programs is unusual among other SELPAs and may provide a financial
incentive to place pupils in the extended year programs.

¢ Refine the calculation of the current costs for the regional programs for each
district by using the actual costs for each regional program operator rather than
the average cost for each service. Such a revised calculation would more
accurately show the fee-for-service charge that would have been paid by each

agency in 2006-07.

¢ The calculations of the incidence of SH counts indicates very significant
variations from agency to agency, with these variations being greater than what
we've seen in other SELPAs (even after excluding the zero incidence for the
charter school LEAs). This leads to the question as to whether the districts are

using consistent criteria for classifying pupils by disability.

% The calculations discussed above used one definition of SH pupils and,
furthermore, provided the same level of funding for all SH pupils, regardless of
disability. 1t may be more appropriate to count some disabilities as more costly
than others, by giving a greater weight, for example, for children with autism than
for those with mental retardation. Providing different weights in this manner
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might serve to reduce the extent of the reallocation of funding. But an overriding
consideration in implementing any model that allocates funding based on SH
pupil counts is that there be no incentive to label pupils as having a certain
disability to generate additional funding.

& Part of the reason for the significant shifts in funding resulting from using ADA,
with no revenue limit offset, rather than enroliment, is due to the usage of the
greater of current or prior-year enroliment in the current allocation. As discussed
above, using the greater of current or prior-year enrollment fully protects both
districts and charter schools that have a decline in enroliment for any reason. Such
protection would even apply in the future should a charter school cut back the size
of its program by 50% or more (or went out of business}—something that could
happen to either a charter school LEA or a charter school that was deemed to be a
public school in one of the districts. Perhaps sctting a maximum percentage
decline that would be recognized, such as 10%, would serve to avoid providing
excessive funding under such a scenario.

& Perhaps a less drastic option to shifting to the per-ADA allocation would be to
phase into that over time, such as by providing 90% funding based on enroliment
with the revenue limit offset and 10% based on ADA in the first year, 80%/20%
in the second year, and so on. '

<4 Finally, it is recommended that the SELPA consider modifying its current legal
fund so that districts that make excessive use of legal services pay at least part of
the costs of those services.

We are sorry to conclude that our analysis of the impact of the various changes discussed
above indicates that there are no changes to move in the direction of either a per-ADA
allocation or a fee-for-service model that would be easy to implement, without a
significant reallocation of funding among member agencies. But hopefully the above
suggestions could provide direction for additional analysis and options that could help in
the design of a new allocation model that would result in a less drastic reallocation of

funding.

We will provide she spreadsheets used for the calculations described in this report to the
SELPA so that SELPA members can explore additional options.
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Toble 2
Burmsnary of AR Reglonal Programs Versus CBEDS Distribution ;
Towl Diwwrict Toml b 6m
Cost “Basehrm” Cost Oetrice of brpect
By dstrict CaEDS SyCBEDS 100% PAYG Por Pupll
e TN ——TIOW S T &
orae 728,788 4,750 1383972 627,783 $132
SM-Bonite 3.007.448 12.811 36802y (307.208) -4
SM High 1,778.280 7.800 2,108,388 390,108 351
Caprrare 782,435 2,708 771.808 (10.529) 34
Golem 1,544,488 618 1,031,504 (612,672) $142
Hope 362,730 1,399 300,760 16,080 t 1))
§B Emm 2,351,910 5,602 1.566,743 (788,187) 3138
8B High 3,013,623 10477 2,906,411 {87,512) -38
SBCEO - Divect Swe 658,332 1,900 543,889 (116,483) 5681
Family Paster. Charer 0 188 82,734 82,734 3206

Sants Y nez Chartar 0 183 52,104 52,184 5208

Olive Grove Charer 0 380 108,318 108,319 3208
Sants Ynez VaiConsorl S89.573 2821 747 107 157.234 360
Guadshupe 78,688 1,148 27 234 48,640 342
8.8. Charter Schoal 0 280 82084 82,084 5288
Totale 19,045,080 68814 1l|04!|M m

Notss: 1. Reglonal Program Costs exciude the Property tax offest for CEQ Aegions! Progrerra.
Property e Would be disiributed directly to districtawith a Funding
Model reviaion thel reflects 100% Psy As You Go.
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Table 3
Incidence of SH Pupils — Fall 2008
Otstict or Growp SH Courl, Agws ncidence of SH Ratio of

0 CBEDS = SHCoun/CBEDS SELPAAverage
Casmpintrie 58 2,680 205% .11
Golews 18 3,528 3.20% 1.78
Gusdshpe 2 3528 0.74% 0.60
Hep 17 12713 1.34% 072
Lampoc 178 10,791 1.05% 0.00
Orcn 4] 4790 1.60% 0.60
Sants Badas Elem 188 5.728 2.71% 1.48
Sants Barbara HSD 191 10.409 1.89% 0.08
Sants Maria Borvta 21 12,611 163% 0.68
Sants Maria Union HSD 180 7.800 2.60% 13
Sants Ynez Comsortium 8 2,850 0.71% 0.3
Oirect Service Disdricts L) 2,59 1.79% 087
Femiy Partnership Cherer 0 18 0.00% 0.00
Santa Ynez Charter 0 182 0.00% 0.00
Otive Grove Charter (SH count ls sstmated) ] awn 0.00% 0.00
8.8. Charter Bchool 0 290 0.00% 0.00
Totels 1.27m 078 1.05% 1.00

Notws:
1. For the pumposes of this calculation, the coum of esverely wmmm the following di ibifities:
dio bvpd T ¢

Ments! Retardation, Hard of Heasing, Des!, Vieual impsirme
Deaf-Blindness, Mulliple Disabiiity, MNTWWHW Clasrly, other dsfivtiore of SH can be edopted.

This is he count by diatrict of residencs, tharaby inchuding ail pupits who rsside ina disiricl, regardiess of where they
are esvved.

2. The CBEDS Court doaa not refled) any adjusiments for pupils served by enathey sgerey. To edust CBEDS to refled)
by district of residence would require that 82 pupiia In regianal proprame operaed by the SBCEO or by 8 districl be
shifted back (b the district of msidence.



Table 4A

Analysis of Allocating All Cument Funding for Regional Programs Based on SH Pupii Count
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Afocste

Bstance rom Carbied 8H
Regival §§  + exive par
on ADA ADA

52676083
$1,187.957
$3,172.008
$2,857.112
$827.058
$1.78.305
255 838
$2,330,602
$2,072,140
$646.810
$0
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$0
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Table 4B

Analysis of Allocating Half of Cusrent Funding for Regional Programs Based on SH Pupil Count, Balance Based on ADA

Amast per SH Pupt—> $7,519
SH Coue,
XUBOIADA gy 322 $3RvSH
Lowpoc 10,163.64 178 $1.338.391
Ot 4,556.02 ™ $583,979
S-8oid 12.389.1% 21 $1,580,649
SM High 6,93¢.08 180 $1,420,558
Coprésra 2.506. 18 5 $413,529
Galut 3,404.62 s $864,652
Hape 122204 17 $127.818
S8 Eam 6.148.81 155 $1,1685.401
SB High 9.689.82 191 $1.436.075
SBCEO - Dired Sve. 1.0008.95 [ &) SIS
Favity Parinership Chartar 221.08 0 $0
Sants Yooz Charter 1789 0 30
Oéve Grove Charter 307.51 0 $0
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Sevts Yz Vehey Cawarfasn 2.08123 18 $135,337
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