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Introduction and executive summary

California is hardly on the cutting edge of national education policy these days. 
Recently released National Assessment of Educational Progress scores show 
California’s fourth and eighth graders among the lowest performing in the coun-
try,1 and its recent best effort to flex its innovation muscle saw the state finish 
27th out of 41 Race to the Top applicants.2 Yet sometimes the Golden State still 
finds its way into the forefront of education policy. This paper will explore one 
such recent example—specifically, the effort to lift the fog of averages that have 
enveloped public disclosure of local per pupil expenditures—and the implications 
for such efforts nationally.

In 2005, California passed the first law in the country to require that, each year, 
all school districts publicly report each school’s actual per pupil expenditures as 
well as the average of each school’s actual teacher salaries. The Obama administra-
tion has signaled its interest in similar reporting requirements for all schools in 
districts receiving funds under Title I of the Elementary and Secondary Education 
Act with a provision in the American Recovery and Reinvestment Act, or ARRA, 
of 2009 calling for similar information for the 2008-09 school year. With the 
impending reauthorization of ESEA, it is appropriate to examine the passage and 
implementation of California’s new law for lessons applicable to the national arena.

Senate Bill 687 requires every public school to report its actual per pupil expendi-
tures—including actual teacher salaries—school by school. The legislation sprung 
from the convergent desire of a number of different California advocates for better 
information on inequities in school spending, typically generated by the inequita-
ble distribution of experienced teachers. California, like other states that publicly 
report local per pupil expenditures, had previously reported only districts’ average 
expenditures per pupil. As a consequence, public reporting has been wildly mis-
representative of the true level of dollars spent in different schools and has masked 
significant disparities in spending between schools.
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Inequitable school spending works along different dimensions: between states, 
between districts within states, between schools within districts, and even 
between students within schools. The biggest differences in spending arise 
between states.3 Most of the litigation over school funding, in the form of state 
constitutional challenges, have addressed interdistrict disparities.4 And at the most 
micro level, funding inequities can arise within schools as pertains to different 
students or classes of students. But the reform analyzed here focuses on revealing 
intradistrict disparities in school spending (though the data produced can also be 
used to compare spending in schools across the state).5 

Exposing and redressing such disparities in spending between schools within 
districts, especially between low-income Title I schools and non-Title I schools, 
promises to be a key topic of concern in the ESEA reauthorization, judging from 
the administration’s ESEA Blueprint.6 As noted, the administration has already 
signaled its interest in replicating S.B. 687 on a national scale by requiring in the 
stimulus bill the first ever national reporting of actual per pupil expenditures 
school by school for the 2008-09 school year,7 and by recently requiring actual 
per pupil expenditure and actual teacher salary data be reported biennially by a 
representative sample of 7,000 school districts.8

The California legislation garnered widespread support across the political spec-
trum. Its call for fiscal transparency appealed not only to progressives concerned 
about equitable spending, but to conservatives and business groups interested in 
transparency for its own sake as well as promoting a more efficient use of public 
resources whereby school funding could closely follow students’ needs. No visible 
opposition was encountered during the legislative history. The bill earned strong 
media and editorial support, sailed to passage with a strong bipartisan concur-
rence, and was signed into law by Republican Gov. Arnold Schwarzenegger.

The California Department of Education, or CDE, took quick action to imple-
ment the bill, but has left key questions unanswered for school districts, under-
mining consistency in implementation. Most notably, the CDE has failed to 
develop common and consistent understandings across districts for how to 
identify school-level expenditures. Expenditures in gray areas—such as for 
custodians or resource teachers shared among schools, for summer school, or 
district-driven professional development—are given different treatment by dif-
ferent districts in the absence of state guidance.
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Also, the CDE has also not actively monitored or enforced districts’ compliance 
with S.B. 687. As a result, reporting compliance was slow to occur. The private 
monitoring and enforcement efforts—including a successful lawsuit—under-
taken by the authors’ organization, Public Advocates, have substantially boosted 
the number of districts and schools now reporting their expenditure data.

The public invests too much in education, and the condition of our nation’s schools 
is too vital to the national interest, for California or the country as a whole to remain 
unaware of how tax dollars are being spent. Congress should include a similar ongo-
ing fiscal transparency requirement in the ESEA. The comparability requirement, 
one of three fiscal requirements for the receipt of Title I funds under the act, is a 
perfect vehicle for this purpose. Congress should expect that effective implementa-
tion—to the point where states and districts share common practices for report-
ing school-level expenditure data—will take a few years to accomplish. A revised 
comparability requirement should be structured accordingly, providing direction 
and support to the Department of Education and to states and districts for effective 
implementation. Adequate training, technical assistance, monitoring, and enforce-
ment will need to be provided to ensure that ultimately, useful and comparable data 
are reported to local communities and to the public more broadly.9
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The history of S.B. 687

A meeting of minds gives rise to S.B. 687

The genesis of S.B. 687 arose from an almost uncanny convergence of like minds 
and empirical investigations in early 2005. Public Advocates Inc., a nonprofit 
civil rights law firm and advocacy group in San Francisco, fresh from a landmark 
settlement months before with Gov. Arnold Schwarzenegger over the lack of 
equal access to qualified teachers, sufficient instructional materials, and decent 
facilities, was looking to highlight funding disparities statewide. In particular, 
the firm was exploring a lawsuit against the state for misreporting school-level 
per pupil expenditures with district averages. Education Trust-West, a nonprofit 
research and advocacy organization working to close the achievement gap in 
California, was about to release a groundbreaking report on intradistrict spend-
ing inequities in California based on a first-of-its-kind examination of actual 
teacher salaries paid in different schools.10 EdVoice, a pro-charter, nonprofit 
policy advocacy organization in Sacramento started by entrepreneurs such as 
the founder of Netflix, Reed Hastings, philanthropist Eli Broad, and current 
Republican gubernatorial candidate Steve Poizner, had decided to focus its leg-
islative push that year on a bill that would require school-by-school reporting of 
actual per pupil expenditures. 

The board of EdVoice landed on this policy initiative after its policy director, Brad 
Strong, presented it with a compelling white paper. In the paper, Strong presented 
the case of two elementary schools in Oakland: one in the affluent Oakland hills, 
was a top-scoring school in California; the other, in the flatlands, consistently 
scored in the bottom decile on state tests. The average level of teacher experience 
in the flatlands school was four years, compared to 17 years in the hills school. The 
difference in salary for such teachers based on the district’s salary schedule, Strong 
determined, was approximately $20,000. For each K-3 classroom staffed by such 
teachers, where class sizes were typically limited to 20 students, that $20,000 sal-
ary differential translated to an approximate $1,000 difference in funding per child 
between the two schools.11
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Ed Trust–West’s report revealed similar examples. Among other instances, the 
report determined that the average teacher at Jackson Elementary in San Diego 
Unified School District received an estimated $6,806 less every year for each of 
Jackson’s 66 teachers than his or her counterparts across town at Marvin Elementary. 
Combined, the differential amounted to a budget reduction for Jackson of nearly 
half a million dollars.12 Overall, EdTrust–West found that “of the 50 largest 
California school districts, 42 spend less on teachers in schools serving mostly low-
income students than in schools serving the fewest numbers of poor students.13

Together with PICO California, one of the state’s largest grassroots organizing 
networks, representing more than 400,000 low- and moderate-income families in 
more than 400 congregations across some 20 separate faith-based affiliated organi-
zations, these advocates reached out to State Sen. Joe Simitian, a Democrat from 
Palo Alto, to carry the bill that became S.B. 687. 

Earlier voter call for expenditure disclosures unheeded

Before S.B. 687 came to be, California voters had attempted to disclose 
school-level expenditures under Proposition 98, the Classroom Instructional 
Improvement and Accountability Act. Proposition 98, a 1988 voter-approved 
constitutional amendment, guarantees a minimum level of annual state spending 
for K-12 schools and community colleges,14 and, in doing so, provides the bulk of 
California’s K-14 funding.15 

To “guarantee accountability for the dollars spent,” and to ensure that “schools 
spend money where it is most needed,” the measure required each school district 
to prepare and distribute annually a School Accountability Report Card, or SARC, 
for each of its schools.16 These accountability reports were intended to disclose to 
the public basic information about educational conditions at individual school sites, 
including test scores, dropout rates, the quality of instruction, and school leadership. 
Also included in each SARC is a reporting of “estimated expenditures per pupil.”17 

This effort to shed light on school-level expenditures in California was frustrated 
by unsophisticated school accounting systems and faulty implementation on 
the part of the state. Districts did not track expenses at the school-level when 
Proposition 98 was implemented, and the California Department of Education 
did not require any change in practice when the law went into effect. So instead 
of requiring school districts to account for the dollars spent at a school (under a 
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proposition titled the “Classroom Instructional Improvement and Accountability 
Act”), the CDE only required school districts to report district average expendi-
tures per pupil.18 

Even as upgrades were made over time to California’s K-12 accounting system in 
terms of technology, software, and standardized coding, the CDE maintained its 
original 1989 policy of permitting districts to report the same district average per 
pupil expenditure for each school’s unique accountability report card, misleading 
parents and the public into thinking those figures represented actual spending at 
that school site. Nearly all school districts in California continued to follow the 
CDE’s guidance after Proposition 98.

Public Advocates began to explore litigation to enforce the constitutional require-
ment as well as ancillary statutory requirements upon discerning the CDE’s failure 
to implement Proposition 98’s requirement for meaningful school accountability 
reports on estimated expenditures per pupil. Among the statutory requirements 
passed to further the purpose of Proposition 98 in 1997 is a California Education 
Code provision that requires that SARCs enable parents to make meaningful com-
parisons between schools.19 The litigation efforts were put on hold when EdVoice 
sought out Public Advocates, among others, to join in a push for legislation that 
could accomplish the same ends.



s.B. 687 becomes law | www.americanprogress.org 7

S.B. 687 becomes law 

The emergence of S.B. 687 in California was made possible by the existence of 
the underlying constitutional requirement found in Proposition 98 calling for 
per pupil expenditure reporting in SARCs. On top of this legal infrastructure, the 
state implemented a new statewide school accounting system developed by the 
California Department of Education: the Standardized Account Code Structure, 
or SACS. This new standardized accounting code structure (and the software that 
went along with it for districts with automated accounting systems) was imple-
mented in districts throughout the state in the early 2000s. For the first time, the 
software enabled districts to break down expenditures at the school level even if, 
in fact, few districts were yet doing so. 

Against this backdrop, in 2005, a cadre of advocates with similar goals of improv-
ing transparency around school-level funding disparities in order to drive reforms 
in funding and teacher quality inequities converged.20

Legislative history

S.B. 687 sought to clarify that the SARC’s per pupil expenditure reports were to 
be based upon actual school-site expenditures, including, for the first time, actual 
salary expenditures of personnel at the school. A further provision added the spe-
cific requirement that SARCs also report the actual salary average for instructional 
personnel at the school site, rather than using the same average for all schools in 
a particular district.21 In addition, the final bill required that each school’s SARC 
break down total expenditures into restricted (for instance, categorical funds, 
designated-purpose parcel taxes, and other such dollars whose use is subject to 
conditions) and unrestricted (for instance, general purpose) funds and compare 
the school’s level of unrestricted funds (and only unrestricted funds), as well as 
average teacher salaries, with a district and a statewide average.22 
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The advocates who helped draft the bill intentionally limited the district and 
state comparisons to unrestricted funds, reasoning that all schools should receive 
roughly the same amount of unrestricted funding and that such funds serve as 
the best comparator for equity. This approach grew out of a concern that adding 
in supplemental funding such as Title I funds and the state equivalent, known as 
Economic Impact Aid, and special education dollars could make certain schools 
with large concentrations of low-income students and English learners or special 
education students look comparatively well off when, in fact, at times they may 
be under-resourced in terms of receiving substantially fewer unrestricted dollars. 
That is, the advocates reasoned, even these schools should have roughly equal 
amounts of unrestricted funds before adding in categorical funding designed to 
help students overcome disadvantages. Telling the story of how schools compared 
as to their levels of unrestricted, general purpose, or “base” level of funding was, 
for the advocates, the most important purpose of S.B. 687.23

Sen. Simitian, a former eight-year member of the Palo Alto Unified School District 
Board and a strong supporter of public education, agreed to take on the bill as its 
primary author and champion for a few simple reasons. He thought it was impor-
tant for the public to know how education dollars were being spent and for any 
significant disparities between schools to be addressed openly. As he liked to tell 
the media, “There may at times be good reasons for a particular spending disparity 
and, if there are, school boards ought to be able to explain what they are. If there 
aren’t, then it’s appropriate to force the issue.”24 Sen. Simitian also articulated his 
rationale for the bill in the legislative record as follows: 

By examining estimated expenditures per pupil, taking into consideration sala-
ries of personnel assigned to an individual school, S.B. 687 will help ensure that 
school officials, parents, and local communities have sufficient information about 
education resource allocation. Transparency as to the use of billions of dollars of 
public education funds promotes good government and encourages educational 
opportunities of California students. 

A recent report released by Education Trust-West found that money spent on 
teacher salaries in California varies from school to school within districts. It is 
important to make information available so as to guarantee equity and equality 
in per pupil spending.25

The arguments from the bill’s sponsors and author had a compelling simplicity: 
If the state and by extension the public were spending so much money on public 
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education, expecting equal treatment, then we all ought to know how the dollars 
are being allocated and if, in fact, they are equitably distributed. Different versions 
of this argument surfaced during the legislative process, but the basic theme of 
transparency toward equality remained the same.

The bill was launched publicly at a press conference at the Capitol in 
Sacramento on April 18, 2005. State Superintendent of Public Instruction Jack 
O’Connell, spoke in favor of the legislation along with Sen. Simitian, as did rep-
resentatives from all the sponsor organizations. Several media stories reported 
favorably on the measure,26 and a few positive editorials praised the effort to lift 
the “fog of averages.”27

The bill received bipartisan support. Democrats, who controlled majorities but 
not supermajorities in both the Senate and Assembly, nearly uniformly sup-
ported the bill, most likely out of a desire to expose inequities visited upon poor 
students and students of color, but also because some may have welcomed the 
pressures for increased education spending that might result from the new trans-
parency. The legislative analyses that addressed the purpose for the bill echoed 
the rationales offered by Sen. Simitian and often cited the Education Trust-West 
Report in support.28 

As the Republican analysis in the Assembly indicated, Republicans saw the bill 
as a means to expose misuse and inefficient uses of public education dollars, of 
promoting competition among schools, and as a means to undermine unions 
and whatever role collective bargaining may have in creating inequitable distri-
butions of teachers.29 

This convergence of interest was reflected in the wide array and number of sup-
porters of the measure. A total of 115 letters of support were submitted (from 
101 entities), including 28 from 22 different grassroots and faith-based groups 
(largely driven by PICO), 15 from seven policy advocacy organizations, four 
from business groups, including the highly influential Business Roundtable, one 
from State Superintendent Jack O’Connell, one from Pasadena Unified School 
District, and 66 from individuals.30 Sen. Simitian considers the bill to have been 
the first education legislation during his tenure in Sacramento in which such 
a diverse collection of stakeholders, including both conservative business and 
fiscal advocates and social justice groups, were unified in support.31 The breadth 
of the support would pave the way for broad bipartisan support from Sen. 
Simitian’s fellow legislators.32
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To the extent there were opponents of S.B. 687, they remained silent and 
never voiced opposition publicly. The advocates at the time were concerned 
that the California School Boards Association, the Association of California 
Administrators, and/or the teachers unions might overtly or covertly seek to 
undermine the bill’s chances. Advocates theorized these groups might not want 
spending and/or teacher quality inequities to be exposed and possibly lead, 
thereby, to reforms that might impose restrictions on district, administrator, or 
union practices in establishing or bargaining for spending and teacher assign-
ment policies locally. 

Ultimately, however, no serious opposition emerged.33 No letters of opposition 
were filed in either house of the legislature and critical votes during the legislative 
process garnered near unanimous support34—well beyond the two-thirds vote 
needed to pass a bill that touches on and furthers the Proposition 98’s purposes.35

Significant mandated costs avoided

In addition to concerns over the bill’s substance, the sponsors’ major concern 
was that either one of the legislature’s appropriations committees or the state’s 
Department of Finance would tag the bill with significant implementation costs 
for districts. The mere estimation of significant state-mandated costs could have 
sunk the bill’s chances for passage. 36 Given that the bill required districts to report, 
for the first time, school-level expenditure data, it did require districts to manipu-
late data in ways they had not done before. The question was: how difficult and 
costly would it be to do so? 

Fortunately, it was determined that, with the advent of the new SACS account-
ing code system, districts with automated accounting systems could ascertain 
school-level expenditure data with a few simple commands at minimal cost.37 
Districts without automated systems (an estimated 20 percent to 30 percent of 
the state’s approximately 1,000 districts) were determined to be able to provide 
the requested S.B. 687 data upon incurring costs of approximately $1,000 per 
district. As a consequence, the cost estimates for implementing S.B. 687 by both 
appropriations committees and the Department of Finance ranged from $200,000 
to $300,000.38 While this amount was enough to draw at least a reference by the 
Republican analysis,39 it was not enough to derail the bill.
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Gov. Schwarzenegger signs S.B. 687 into law 

The governor’s office did not take a position on S.B. 687 prior to its arrival on 
the governor’s desk, as with most bills moving through the legislature. This bill, 
however, fit well with a theme of “fiscal transparency in education spending” Gov. 
Schwarzenegger had himself raised in his State of the State address earlier that 
year,40 and that had manifested itself in Assembly Constitutional Amendment, or 
ACA 2, carried by Republican Assemblywoman Lynn Daucher. ACA 2 proposed 
to amend the State Constitution, upon approval by the voters to require, among 
other things, that each district disclose for each school “(1) [r]evenues from any 
source[:] (2)[e]xpenditures by line item[; and’ (3) [t]he number of, and salaries 
and benefits for employees by classification…”41 

The Daucher bill stalled in the legislative process, however,42 and S.B. 687 pro-
vided the governor with a viable mechanism to make good on his promise of 
fiscal transparency in education spending. Gov. Schwarzenegger signed S.B. 687 
on September 28, 2005, noting that, in doing so he was making sure that school 
funds “are spent wisely by strengthening schools’ fiscal responsibility.”43
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Implementing S.B. 687

The CDE convened a working group a little over a month after Gov. Schwarzenegger 
signed the bill to help the department develop interim guidelines and data defini-
tions for the new law. Officials wanted to issue guidance quickly because the legisla-
tion was to take effect on January 1, 2006, and most districts had never reported 
school-level data on per-student spending, much less disaggregated such data by 
restricted and unrestricted sources. Various stakeholders participated in the CDE 
implementation working group, including representatives from Sen. Simitian’s office, 
Public Advocates, EdVoice, PICO California, and EdTrust-West, as well as person-
nel from the CDE, local districts, and county offices of education.

The quick efforts of the CDE to implement this new reporting requirement for the 
over 1,000 districts in California are to be lauded. The passage of time has made 
clear, however, that not all districts are implementing S.B. 687 consistently and 
that the state could do more in terms of training and technical guidance, assis-
tance and enforcement to ensure effective and meaningful implementation. This 
section will explore implementation efforts and the issues that have arisen from 
the California experience.

Major decision points

Establishing the pupil count

Some of the tasks performed by the working group were fairly straightforward, such 
as selecting the methodology for determining the pupil count to be used in calculat-
ing per pupil expenditures. The group selected the annual Average Daily Attendance, 
or ADA, as the counting method rather than school enrollment because the state 
uses the ADA to apportion state aid to districts and ultimately to the school site. 

Defining “restricted” versus “unrestricted” funds

Districts were generally referred to the California School Accounting Manual to 
define “restricted” versus “unrestricted” funding sources. The manual describes 
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the SACS process for categorizing the 370 revenue sources available to California 
public schools.44 Notably, of these revenue streams, all but five are restricted 
sources.45 CDE guidelines provide some examples as well as general definitions 
to illustrate the different types of expenditures. “Restricted source” was defined 
as “money whose use is restricted by legal requirement or by the donor.”46 Such 
expenditures include “instructional materials, economic impact aid, and teacher 
and principal training funds.”47 “Unrestricted source” was defined as “money that 
can be used for any lawful purpose whose use is not restricted by any legal require-
ment or by the donor,” and includes “class size reduction, state lottery (not the 
instructional materials portion), and undesignated local parcel tax funds.”48

Some members of the working group pushed to have the CDE guidance require 
districts to further disaggregate restricted and unrestricted funds by their top 
few sources, consistent with the language in S.B. 687 calling for reporting these 
categories of funds “in subtotal by restricted and by unrestricted source.”49 In 
response, the CDE was concerned this may prove too complicated initially and 
it might be more appropriate to add such complexity at a later point in time. The 
department was also concerned about potentially adding to the mandated costs 
burden on districts. 

Resolving time lag in expenditure data and maintaining data comparability

The working group also grappled with data comparability problems resulting from 
the time lag in the state’s reporting of statewide financial data.

Districts are responsible for calculating per pupil spending at the school and 
district levels under the S.B. 687 implementing guidelines, while the CDE is 
responsible for calculating the statewide figure. Districts can generally report their 
prior-year expenditures within 90 days after the end of the prior fiscal year.50 The 
state, however, takes approximately eight months from the close of the prior fiscal 
year to release statewide financial data.51 By the time the CDE reports the prior 
year’s state average expenditure per pupil figure, the statutory deadline for SARC 
publication has already passed. 

Rather than compromise data comparability by utilizing per pupil expenditure 
figures from two different fiscal years in the SARC—for example, using 2005-06 
data for the school and district levels and 2004-05 data for the statewide aver-
age—the working group reluctantly agreed to require that only the older school 
and district data be reported. The other option was not to report the statewide 
average in the SARC until the CDE released the more recent estimate, but since 
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districts are only obligated to update their SARCs once a year, there was concern 
that the statewide number would never be amended in years subsequent to the 
report’s initial publication.

The same comparability decision was made with respect to average teacher sala-
ries. Districts must calculate the average teacher salary for the school site under 
the implementing guidelines, while the state provides the average teacher salary at 
the district and state levels. Again, districts are capable of reporting the prior-year 
data fairly quickly, but because the district and state figures are not reported by the 
CDE until after the SARC is publicized, the guidelines required the comparison of 
two-year-old data on teacher salaries.

Other concerns about data comparability

Lack of guidance and training on proper use of school-level coding

As noted, a key question in drafting and implementing the legislation was whether 
California districts had in place the appropriate accounting systems to track and 
report school site financial data, or whether a new statewide data collection and 
reporting mechanism would have to be created to disclose the newly required infor-
mation. It turned out that using the newly implemented SACS to track and report 
revenues and expenditures was sufficiently robust to serve the purposes of S.B. 
687.52 Using district-level codes, administrators could annually collect and report 
financial information and disaggregate it in various ways, including by program, goal, 
and revenue source along a district dimension. Importantly, the SACS system also 
included the capacity to use school-level codes to track expenditures at individual 
schools. Districts, however, were never required by the state to use the school codes, 
and in many districts accounting personnel were unfamiliar with these codes.

The CDE guidelines given when S.B. 687 was implemented failed to explicitly direct 
districts to use the school-level object codes in the SACS to track and calculate per 
pupil spending and teacher salaries. Nor were district personnel given the training 
or the time to familiarize themselves with the local coding process. According to 
Steve Rees, president of Schoolwise Press—a company that provides accountabil-
ity reporting services to districts—this failure resulted in a major implementation 
barrier, as many districts did not have the personnel on hand to carry out the coding, 
while others did not even know that such coding ability even existed.53 The confu-
sion persists today as districts are required to comply with the S.B. 687 reporting, 
but they are still not required to use the school-level object codes in the SACS. 
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Identifying school expenditures versus nonschool expenditures and properly  

coding the former

An important area of confusion that remains in California due to the lack of guid-
ance from the CDE concerns identifying what exactly is a school site versus a 
nonschool site expenditure. That is, when do expenditures belong in whole or in 
part to another school or the district office? 

Among the questions districts face as a result of the lack of guidance: How are dis-
tricts supposed to assign expenditures related, for example, to a resource specialist 
teacher or a custodian that is shared among schools? For professional develop-
ment training originating in the district office? Are substitutes a school or a 
district expense? How should the district allocate the costs of summer school? As 
a wholly district expense? As an expense at the school site where summer school 
is held? As an expense divided among the schools sending students to summer 
school in proportion to the percentage of students they send?

Similarly, even assuming the state establishes common understandings of school-
level expenditures, it remains the case that it also needs to establish common 
coding practices at the school level. With respect to S.B. 687, for example, are 
librarians considered instructional personnel as some schools would code them or 
pupil support personnel as others would?54

The state’s failure to actually require districts to utilize school-level object codes 
and to provide guidance on and common understandings of how to apportion 
and code school site expenditures may be leading to a myriad of different district 
practices across the state, undermining the comparability of S.B. 687 data, at least 
as it pertains to comparisons among districts. 

Similar problems have been observed in other states when districts themselves 
or researchers or consultants have sought to compare expenditure data across 
districts. The lack of common understandings and practices as to defining school 
versus nonschool expenditures and as to coding school-level expenditures has 
typically stood in the way of developing comparable expenditure comparisons 
between schools and across districts.55 

Fortunately, the U.S. Department of Education has taken promising initial steps to 
help districts define school-level expenditures as part of the one-time expenditure 
data collection required under ARRA.56 Its guidance in this area is a significant 
step forward that should be continued and refined under a reauthorized ESEA. 
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The need for an enforcement mechanism

Convincing districts to comply with S.B. 687 required much more than guid-
ance—it necessitated rigorous enforcement. An investigation by Public Advocates 
conducted prior to the passage of the bill revealed that California districts often 
skirted their SARC reporting obligations. They did so with little repercussion from 
state education officials because the CDE regarded its role as a monitor of compli-
ance and a provider of technical assistance, not as an enforcer of SARC statutes. 

Supporters of the legislation realized that the existing low compliance rates 
(where approximately half of the schools studied failed to have timely published 
SARCs)57 threatened to undermine S.B. 687 and other accountability reporting 
requirements. In response, Public Advocates embarked on a five-year effort to 
enforce SARC mandates, including those in S.B. 687. 

Public Advocates’ 2006 investigation revealed that six months after the bill had 
taken effect, virtually all districts surveyed had failed to report the required finan-
cial data.58 The 2007 investigation found that 18 months into the new law, only 34 
percent of the schools surveyed reported their per pupil expenditures, and only 32 
percent disclosed their average teacher salaries.59 

That same year, Public Advocates filed suit against the Oakland Unified School 
District, the first lawsuit of its kind to enforce S.B. 687 and other SARC mandates 
since Proposition 98 had been enacted in 1989. Demand letters to eight addi-
tional California districts accompanied the litigation, threatening similar action if 
they did not comply with their obligations. Some 400 separate outstanding SARC 
violations were quickly resolved in the OUSD litigation, but the significant media 
coverage the lawsuit received, including among media directed to California 
school districts, had the intended effect of putting other districts on notice that 
enforcement was now occurring and that noncompliance equaled legal liability. 

Compliance jumped after the 2007 lawsuit. Eighty-four percent of the schools 
surveyed by Public Advocates reported their expenditure data, and 85 percent 
disclosed their average teacher salaries by 2008.60 Compliance inched up to 87 
percent and 86 percent, respectively, by 2009.61 
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Recommendations 

The way forward in California

For California to maintain its leadership on fiscal transparency, a few important 
steps are called for:

• The CDE needs to issue better guidance to ensure the expenditure data 
reported on SARCs is comparable across the state. In particular, the CDE’s 
guidance should develop a common state understanding of which expendi-
tures should be categorized as belonging to a particular school site and, once 
those expenditures are determined, which specifically should be coded as 
certificated instructional personnel.

• The state needs to support its efforts to develop common reporting practices by 
providing training and technical assistance to local districts in addition to reim-
bursing districts for the costs associated with mandated SARC reporting.

• The CDE should move forward with converting SARCs from a disjointed collec-
tion of 9,000 separate school pdf files to a web-based application drawing from 
a unified digital database. Doing so, among other advantages, would allow for 
more refined levels of reporting of expenditure information, including break-
downs, for example, of restricted and unrestricted funds by major sources.

• The CDE needs to play a more active role in monitoring and enforcing SARC 
compliance by districts. Fairly straightforward, private efforts from Public 
Advocates yielded substantially higher levels of compliance.

Moving forward nationally

California’s experiment with more accurate school-level expenditure reporting 
carries a few key lessons for the nation as a whole:
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• Congress should take up the charge and require all districts that receive federal 
dollars to report how public education dollars are spent at each school site. 
Given all the state and federal dollars that support public education and the 
emerging sophistication of state data systems, it is time to expect states and 
districts to report more accurately how education dollars are being spent.

• Should congressional leaders seek to require actual school-level expenditure 
reporting in the ESEA, they are likely to find broad support across the political 
spectrum. Business groups concerned about fiscal accountability, charter school 
advocates, civil rights, and social justice advocates concerned about equal oppor-
tunity, and, of course, parents all share a common interest in fiscal transparency.

• The ESEA reauthorization should direct the Department of Education to con-
tinue and further refine its expenditure reporting efforts under ARRA, including 
by providing guidance to districts both on how to identify school-level expendi-
tures and on how to categorize those expenditures consistently. 

• Congress should expect that it will take two to three years of concerted guid-
ance, monitoring, technical assistance, and enforcement from the Department 
of Education to begin to develop common national understandings and compa-
rable expenditure data, and the ESEA should support an implementation plan 
consistent with these expectations.

• State educational agencies should be able to use Title II technical assistance 
funds to bolster their capacity for training districts and monitoring their expen-
diture reporting.
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Conclusion

With S.B. 687, California challenged the country with a simple proposition. Now 
that schools have the capacity to do so, shouldn’t we ask them to tell us how much 
money they spend, both overall and on the most important school resource in 
teachers? As we approach the reauthorization of the ESEA, we should ask the 
same question of all of our nation’s schools. If we expect our schools to report on 
their student achievement and their teacher quality metrics, we should expect 
as well that they accurately report on the public tax dollars they use to hire those 
teachers and produce those test scores. The federal government, better than any 
single state, should be able to develop over time the common metrics for ensuring 
such data is comparable across districts and states and is widely accessible. The 
United States invests too much in public education and the health and fairness 
of our nation’s schools are too vital to the national interest for the country not to 
know how our education dollars are being spent.
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Appendix

[Excerpted bill language with relevant amended provisions highlighted  
and underlined.]

2005 Cal Legis. Serv. Ch. 358 (S.B. 687) (WEST)

SEC. 1.5. Section 33126 of the Education Code is amended to read:

 33126. (a) The school accountability report card shall provide data by which a 
parent can make meaningful comparisons between public schools that will 
enable him or her to make informed decisions on which school to enroll his 
or her children.

(b)  The school accountability report card shall include, but is not limited to, 
assessment of the following school conditions:

(1) (A) Pupil achievement by grade level, as measured by the standardized 
testing and reporting programs pursuant to Article 4 (commencing with 
Section 60640) of Chapter 5 of Part 33.

 (B) Pupil achievement in and progress toward meeting reading, writing, 
arithmetic, and other academic goals, including results by grade level 
from the assessment tool used by the school district using percentiles 
when available for the most recent three-year period.

 (C) After the state develops a statewide assessment system pursuant to 
Chapter 5 (commencing with Section 60600) and Chapter 6 (commenc-
ing with Section 60800) of Part 33, pupil achievement by grade level, as 
measured by the results of the statewide assessment.

 (D) Secondary schools with high school seniors shall list both the aver-
age verbal and math Scholastic Assessment Test scores to the extent 
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provided to the school and the percentage of seniors taking that exam for 
the most recent three-year period.

(2)  Progress toward reducing dropout rates, including the one-year dropout 
rate listed in the California Basic Education Data System or any successor 
data system for the school site over the most recent three-year period, and 
the graduation rate, as defined by the State Board of Education, over the 
most recent three-year period when available pursuant to Section 52052.

(3)  Estimated expenditures per pupil and types of services funded. The 
assessment of estimated expenditures per pupil shall reflect the actual 
salaries of personnel assigned to the school site. The assessment of esti-
mated expenditures per pupil shall be reported in total, shall be reported 
in subtotal by restricted and by unrestricted source, and shall include 
a reporting of the average of actual salaries paid to certificated instruc-
tional personnel at that school site.

(4)  . . . .

SEC. 2. Section 33126.15 is added to the Education Code, to read:

33126.15. (a) By July 1, 2006, the department shall develop, and shall recommend 
for adoption by the State Board of Education, a revision to the standardized 
template required pursuant to Section 33126.1.

(b)  The revision to the standardized template recommended by the department 
shall include a comparison of the actual unrestricted funding per pupil allo-
cated for the specific benefit of the school or for the benefit of all schools in the 
district equally, compared to the districtwide average and to the state average of 
the same computation. The comparison shall include the percentage by which 
the school is above or below the districtwide average and the state average.

 (c) The revision to the standardized template recommended by the department 
shall include a field for reporting the actual restricted funding, per pupil, 
allocated for the specific benefit of the school or for the benefit of all schools 
in the district equally.

 (d) The revision to the standardized template recommended by the department 
shall include a comparison of the average of actual salaries paid to certificated 
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instructional personnel, compared to the districtwide average and to the state 
average of the same computation. This comparison shall include the percent-
age by which the school is above or below the districtwide average and the 
state average.

SEC. 3. The Legislature finds and declares that Sections 1 and 2 of this act further 
the purposes of the Classroom Instructional Improvement and Accountability Act.

SEC. 4. Section 1.5 of this bill incorporates amendments to Section 33126 of the 
Education Code proposed by both this bill and A.B. 1609. It shall only become 
operative if (1) both bills are enacted and become effective on or before January 
1, 2006, (2) each bill amends Section 33126 of the Education Code, and (3) 
this bill is enacted after A.B. 1609, in which case Section 1 of this bill shall not 
become operative.

SEC. 5. If the Commission on State Mandates determines that this act contains 
costs mandated by the state, reimbursement to local agencies and school districts 
for those costs shall be made pursuant to Part 7 (commencing with Section 
17500) of Division 4 of Title 2 of the Government Code.

CA LEGIS 358 (2005)
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