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STAFF REPORT

April 4, 2006
Honorable Mayor and
Members of the City Council
Subject:

City Positions on June 2006 Ballot Propositions

Location/Council District: Citywide
Recommendation:
The Law and Legislation Committee recommends the Mayor and City Council, by
resolution, adopt a support position on Proposition 81 ,. The Committee also
recommends the full Council consider and adopt a position on Proposition 82,
Contact:

Yvette Rincon, Legislative Affairs, 808-5827

Presenters: Patti Bisharat, Government Affairs
Department: City Manager's Office
.

Division: Government Affairs
Organization No: 0310
Summary:
There are two propositions on the June 2006 ballot. This report provides information on
each proposition, positions taken by the League of California Cities, positions taken by
the Law and Legislation Committee, and the recommendation of staff on a City position
for each proposition,.
Committee/Commission Action:
On March 21, 2006, staff presented a report to the Law and Legislation Committee on
the June 2006 ballot propositions. The Committee decided to forward to the full Council
Proposition 81 with a support position recommendation and Proposition 82 with no
recommendation.

April 4, 20(}6

June 2006 Ballot Propositions
Background Information:

Staff reviewed the ballot measures on the June 2006 ballot. In developing
recommendations on whether to support, oppose, be neutral, or take no position on the
measures, staff considered whether the measures would directly affect City residents or
its operations.
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Proposition 81

California
Reading and
Literacy
Improvement
and Public
Library
Construction and
Renovation
Bond Act of
2006.

Support

Support

Support

Proposition 82

Public Preschool
Education. Tax
on Income over
$400,000 for
Individuals;
$800,000 for
Couples.

The League's
Board will be
considering
its position at
the end of
March.

Support

No
recommendation

PROPOSITION 81
CALIFORNIA READING AND LITERACY IMPROVEMENT AND PUBLIC LIBRARY
CONSTRUCTION AND RENOVATION BOND ACT OF 2006
Proposition 81 provides for a bond issue in the amount of six hundred million dollars
($600,000,000) to provide for the construction and renovation of public library facilities
in order to expand access to reading and literacy programs in California's public
education system and to expand access to public library services for all residents in
California,
The state would use the bond funds to provide grants to local governments to construct
new libraries, expand or renovate existing libraries, acquire land for new or expanded
libraries, and provide related furnishings and ectuipment. The local governments will be
required to pay 35 percent of the project cost and individual grants could range from
$50,000 to $20 million.
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If this measure passes, the City will apply for a grant in the amount of approximately
$8.4 million for the Pocket Library.,
PROPOSITION 82
PUBLIC PRESCHOOL EDUCATION. TAX INCREASE ON INCOMES OVER $400,000
FOR INDIVIDUALS; $800,000 FOR COUPLES.
Establishes a right to voluntary preschool education for all four-year olds in the State of
California. The program would be three hours a day for 180 days a year. The
proposition would create new standards for curriculum and teacher qualifications. The
program would be funded by a 1.7 percent tax on individual income over $400,000 and
couples' income over $800,000. It would also provide funding to support facilities to
house the program and would provide grants to students, colleges, and universities to
support training for teachers and aides.
Financial Considerations:
If Proposition 81 passes, and to the extent the City is successful in its application for
funding, the City could potentially receive up to $8.4 million from Proposition 81 for the
Pocket Library,
Environmental Considerations:
None.
Policy Considerations:
The recommended positions are consistent with the Council principles related to
promoting livability in the City of Sacramento.
Emerging Small Business Development ( ESBD):
Not applicabie..
Patti Bisharat, Government Affairs
APPROVEDt,
GLITTAVO F. 1/1'NA
Assistant City Manager
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RESOLUTION NO.
Adopted by the Sacramento City Council
April 4, 2006
Resolution to Endorse and Support
2006 California State Library Bond

BACKGROUND
A. Governor Arnold Schwarzenegger has signed into law the California Reading
and Literacy Improvement and Public Library Construction and Renovation Bond
Act of 2006; and
B. Approval by voters of that bond would authorize the State of California to sell
$600 million in bonds to assist local governments in the Construction of public
libraries, and
C. Passage of that bond, which will appear on the June 2006 ballot, will permit
many cities and counties across the state to construct library facilities; and
D. The California State Library has identified that at least 579 unfunded library
construction projects which total $4.4 billion in need statewide; and
E, Our community will continue to have ongoing needs for public library services;
and
F. Use of existing libraries in Riverside County continues to grow and expand as
new libraries are added, new services offered, and hours increased:
BASED ON THE FACTS SET FORTH IN THE BACKGROUND, THE CITY
COUNCIL RESOLVES AS FOLLOWS:
SECTION 1, The City of Sacramento supports the passage and funding of the
California Reading and Literacy Improvement and Public Library Construction
and Renovation Bond Act of 2006, and urges all citizens, community leaders,
and organizations in the City of Sacramento to lend their support to the creation
of this public library bond fund.
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which were not funded. These unfunded applications sought $506 million in state bond
funding.

Proposal
This proposition allows the state to sell $600 million of general obligation bonds for
local library facilities. The state would use these bond funds to provide grants to local

governments to:
•

Construct new libraries..

•

Expand or renovate existing libraries.

•

Acquire land for new or expanded libraries.

•

Provide related furnishings and equipment.

These grant funds could not be used for (1) books and other library materials, (2) certain
administrative costs of the project, (3) interest costs or other charges for financing the
project, or (4) ongoing operating costs of the new or renovated facility.
This grant program is similar to the 2000 program. For example, local agencies
would be required to pay 35 percent of the project cost and individual grants could
range from $50,000 to $20 miMon.
The new program grants first priority to eligible applications that were submitted
but not funded under Proposition 14. No more than $300 million of the new funding
would be reserved for these applications. The remaining bond funds would be available
for new applications. The measure also reserves $25 million for "joint use" projects
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serving both a library and a public education institution (such as a school district or
college),
The proposition provides for a seven-member state board to adopt policies for the
program and decide which local agencies would receive grants. In reviewing local
applications, the board must consider factors such as (1) the needs of urban, suburban,
and rural areas; (2) the age and condition of existing library facilities in the area; and
(3) the financial ability of the local agencies to operate library facilities.
Bonds. General obligation bonds are backed by the state, meaning the state is
required to pay the principal and interest costs on these bonds. State General Fund
revenues would be used to pay these costs, These revenues come primarily from state
personal and corporate income taxes and the state sales tax.

Fiscal Effects
Costs to Pay Off Bonds. For these bonds, the state would likely make principal and
interest payments from the state's General Fund over a period of about 30 years. If the
bonds are sold at an average interest rate of 5 percent, the cost would be almost
$1.2 billion to pay off both the principal ($600 million) and interest ($570 million), The
average payment would be about $40 million per year.
Local Cost to Match State Funds. As mentioned above, in order to receive a state
grant a local agency must provide 35 percent of the project cost.. Thus, on a statewide
basis, local agencies would need to spend about $320 million, The cost would vary by
local agency depending on the cost of the specific project.,
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Costs to Operate New Library Facilities. Local agencies that build new or expand
existing libraries would likely incur additional operating costs. These costsstatewide-could be several millions of dollars anr ►ual.ly.
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Federal Head Start. This provides both an education program and family
support services-including health, nutrition, and social services. The federal
government spends about $500 million annually for California 4-year olds in
this program.
A variety of providers-both not-for-profit and for-profit-serve the other half of
California 4-year olds attending center-based prograrn.s. Families typically pay for these
services. Even though most center-based programs are licensed by the state, programs
can vary considerably with regard to focus, structure, participation cost, and teachers'
educational backgrounds.

PROPOSAL
Proposition 82 creates a new state program which significantly expands access to
publicly funded preschool.

Who Does the Program Cover?
The new program provides 4-year olds access to one year of free preschool. The
proposition guarantees this service for all children born on or after June 6, 2006 (that is,
4-year olds starting preschool in 2010). Participation in the new preschool program
would be voluntary. It would also be free of charge. (The proposition provides an
exception in the case of a "funding emergency," when the Legislature could, with a
two-thirds vote and approval of the Governor, pass a one-year requirement that parents
pay a fee to help cover the costs of the program. Even in this case, no child could be
denied access based on an inability to pay )
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What Are the Key Components of the Program?
The preschool program would consist of the following major components:
•

Curriculuin Standards. The state would determine new standards for what
would be taught in the new preschool program,. These standards would be
based on (1) what the state determines is age and developmentally
appropriate and (2) the academic content that is taught in kindergarten
through grade 3 classrooms.

«

Staffing Ratios. The new program requires that for every 20 children, there
must be at least one credentialed teacher and one instructional aide. By
comparison, state preschool programs must have ratios of no more than
24 children taught by one teacher and two adults, Other licensed preschool
programs must have ratios of at least 1 teacher to 12 children, or 1. teacher and
1 aide to 15 children.

•

Access. The proposition requires that: (1) preschools be located near students'
homes, (2) parents be permitted to choose among programs, and (3) children
with special needs (including those requiring special education services and
non-English speakers) have access to the program.
Operational Hours, The new state preschool program must operate at least 3
hours a day, 180 days a year, This is similar to what most preschool programs
currently offer, although only the state and federal programs have specific
legal requirements,
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How Would Teachers Be Affected?
Teachers working in a preschool funded by this measure would have to (1) meet
certain qualification requirements and (2) be compensated at specified levels.
Teacher Qualification ReqYCirenzents. The proposition significantly increases
educational requirements for preschool teachers. It requires that by July 2014, all
teachers in the new state preschool program must have a four-year college degree,
(Researchers estimate that around 30 percent of preschool teachers in California
currently have a college degree,) By July 2016, teachers would also need to hold a new
early learning teaching credential. This would likely require an additional year of
education beyond a college degree. (Elementary school teachers could teach in the new
preschool program if they receive their elementary teaching credentials prior to 2010
and take rougl-dy one year of college classes in early childhood education.,)
Currently, there is no minimum educational requirement for instructional aides
working in preschool programs- Proposition 82 requires that preschool aides in the new
state program complete 48 units of college, including 24 units studying early childhood
education.
Figure 2 summarizes these new requirements and compares them against current
licensed preschool prograzns.
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Figure 2

Preschool Teachers/Aides Educational Requirements
Proposition 82

Current
Teachers--State Preschools:

Teachers:

• 40 units (about 11/4 years of collegea)

• College degree

• 24 units in ECEb

•ECE credential

Teachers-Licensed Preschools°:

• These requirements would typically
require five years of college

• 12 units in ECE (about y/z year of
collegea)
Aides:

Aides:

* None

• 48 units (about 1'/z years of collegea)
• 24 units of ECE (less than 1 year of
collegea)

a Assumes units are semester based
b Early Chtldhood education

c Preschools that have been licensed by the state as having met minimum health and safety
requirements These include many private preschools

Teacher Compeiisation Requirements. The measure introduces compensation
requirements for preschool teachers and aides. Currently, local programs have full
discretion to decide what level of salary and benefits to provide to their preschool
employees. Researchers estimate that preschool teachers earn an average annual salary
of around $27,000.
The proposition requires that, once they have a college degree and early learning
teaching credential, full-time preschool teachers be compensated "similarly" to teachers
in the kindergarten through grade 12 (K-12) public school system in their local county.,
(The proposition defines "full-time" as teaching two three-hour sessions per day.)
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nondiscriminatory and without religious affiliation in order to be eligible to participate
in the new public system..
The state Superintendent of Public Instruction (SPI) would have primary
responsibility for overseeing the new preschool program. The SPI would allocate
funding for the new preschool program to COEs based on a uniform, statewide perstudent rate. For the first ten years of the program, funds would be distributed across
counties based on the number of 4-year olds living in each county.. Thereafter, funds
would be distributed based on the number of students each county serves_

How Would the New Preschool Program Be Funded?
The proposition establishes a new personal income tax (PIT) rate on high-income
earners to support the new preschool program. The measure would impose an
additional 17 percent tax rate on taxable incomes over:
•

Individuals-$400,000.

•

Heads-of-household-$544,457.

•

Married couples-$800,000..

This would increase the top "marginal" tax rate (that is, the rate applied to the last
dollar of income) from 93 percent to 11 percent. (See nearby box for an example of how
the new rate would affect taxpayers.) Combined, these high-income earners currently
represent less than 1 percent (or about 100,000) of total personal income taxpayers in the
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state. These taxpayers pay about one-third of the $45 billion in annual PIT revenues.
The higher tax rate would take effect on January 1, 2007.

An Example of the Impact of the New Tax Rate
A single person with a taxable income of $700,00() ayear currently would pay
2005 Ca]i.forrhi personal incorne taxes of about $63,000. Most of the income would
currently 13e taxed at the state's top marginal rate of 9.3 percent. 'Under
Proposition 82, this same single person would pay 9.3 percent on most of the income
up to S400,000, but ti%,,ould then pay 11 percent on the income between $400,00C) and

700,000. This woWd result in a total tax payment under the measure of q,)68,I00---an
increase of $5;90E}^:

Proposition 63, passed by voters in 2004, imposes an additional 1 percent tax rate on
incomes above $1 million to support mental health services. (This tax currently raises
around $700 million a year for these services..) Taxpayers with incomes above $1 million
would continue to pay this added rate under Proposition 82. Thus, Proposition 82's
additional 1.7 percent rate would increase these taxpayers' total marginal PIT rate from
103 percent to 12 percent. Based on current information, this would be the highest state
PIT rate in the country.
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How Would the Funds Be Used?
Revenues generated from the new tax described above would be deposited directly
in a special state preschool fund. The revenues could only be used to support the new
preschool program and not for any other purpose or program.
There are four primary ways in which these funds would be spent: (1) funding the
day-to-day operations of preschools, (2) establishing facilities to house the program,
(3) training teachers and aides, and (4) developing a reserve fund to help guarantee
future program stability.
Prograin Operations. The majority of the revenues generated for the preschool
program would be used to provide salaries and benefits for teachers, aides, and
directors; purchase supplies and materials; administer, evaluate, and oversee the
program; and support other operational and maintenance needs. (The proposition
limits state and local program administration costs to no more than 6 percent of total
annual program expenditures,)
Facilities and Teacher Training. Beyond these ongoing operational expenditures,
Proposition 82 also allocates certaan funds for start-up costs., Specifically, it allows a
total of up to $2.7 billion of the tax revenues generated for the preschool program to be
used primarily over the first ten years of the program to fund the following activities:
•

Up to $2 Billion for Facilities to House Preschool Programs. These funds
may be used to support construction, lease, purchase, or renovation of
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facilities, Based on facility needs plans submitted by each COE, the
Superintendent would determine the timing and distribution of this funding.
•

Up to $700 Million to Help Prepare Preschool Teachers and Aides to Meet
New Qualification Requirements. Up to $200 million may be used for
financial aid (scholarships or forgivable loans) to support full- or part-time
students seeking to attain the college education required of teachers and aides
in the new preschool program. Up to $500 million may be provided to the
state's public colleges and universities to develop and offer coursework in
early childhood education, including a new preschool teacher credentialing
program.

Reserve. In addition, Proposition 82 establishes an operating reserve for the
preschool program. Over the course of the first ten years after passage of the
proposition, a portion of the revenues generated by the new tax must be set aside in this
reserve account, After ten years, the account must contain enough funds to operate the
new preschool program for one year. The program could access the reserve in any year
that the statewide per-student preschool program funding level would decline without

Implementation Dates. As described above, the measure has various starting dates
and timeframes specified for various activities. Figure 3 summarizes these
implementation dates.
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Figure 3

Timeline for Implementation of Proposition 82
Finance
2007
2007-17
2016

New tax on high-income earners begins to generate revenue for new
preschool program (roughly $2 billion annually).
Funding provided for facilities to house preschool program (up to
$2 billion in total over life of program).
State operating reserve must contain enough funds to operate the
program for one year..

Program Requirements
2007-10

Counties can choose to offer preschool services to 4-year olds,
prioritizing children who live near low-performing elementary schools,

2010

All 4-year olds in the state must have equal access to free, voluntary
preschool services,

Teacher Training
2007-17
2007-17

Grants provided to public universities and colleges to train teachers
and aides (up to $500 million).
Grants provided to individuals taking college courses required for
teachers and aides (up to $200 million).

2014

Teachers must have a college degree, Aides must have a year and a
half of college, and have taken several early childhood education

2016

Teachers must hold an early learning teaching credential or the
equivalent.,

courses,

RSCAL EFFECT
Proposition 82 would have significant impacts on both state revenues and spending.

State Revenues
As noted above, the higher PIT rate created by the proposition would take effect
January 1, 2007. We estimate that this rate would raise roughly $500 million in 2006-07
(a partial fiscal year effect)„ Revenues would increase to a full-year amount of about
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•

A reserve containing enough funds in 2017 to run the program for one year.

The remaining funds would be available for the day-to-day operation of preschools.
Measure Would Provide Around $6,040 Per Student. We estimate that there would
be about $2 billion a year to run the preschool program in 2010-11, the first year all
4-year olds are guaranteed access to a preschool program. The level of funding available
for each preschool student would depend primarily upon the number of children who
decide to participate in the program. Based on information from other states that offer
public preschool for all 4-year olds, our best estimate is that-over time-roughly
70 percent of 4-year olds would participate in the new preschool program,. (See nearby
box for more information on possible participation in the program.) At this rate, we
estimate that in 2010-11, the proposition would provide around $6,000 per student in
the new preschool program, (By comparison, we estimate that California's per-student
funding rate for its existing state preschool would be approximately $4,000 in 2010-1I.)
The overall amount of revenue would not change regardless of the number of children
who enroll, so per-student funding levels would increase if fewer children chose to
participate and decrease if more children enrolled in the program,
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Participation Rates Will Likely Increase
Reports from other states that have implemented voluntary public preschool for
all 4-year olds suggest that as many as 70 percent of California's 4-year olds may opt
to participate in the nextir state program over the long run. In addition, some families
will opt to keep their children in private preschools. This could be around 10 percent
of all 4-year olds. Combining botl} private and public preschool expected
participation rates, the percent of 4-year ol&s attending center-based preschool may
increase to as high as 80 percent statewide. This compares to the current center based
enrollment estimate of 62 percent.

Existing Programs Could Augment the Per-Pupil Funding Rate Statewide ($750 to
$2,000 Per Pupil). The new preschool program may also be able to take advantage of
resources provided to existing state and federal programs that serve 4-year olds.
Depending upon future legislative decisions, the rate at which these programs maintain
existing services, and how the costs of special education students are addressed, these
programs could contribute additional support to the new preschool program in the
range of $750 to $2,000 per student. Adding these funds to the funding provided by
Proposition 82, there would be between $6,750 and $8,000 per pupil for preschool
operations in 2010-11 .
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Comparisons With Other States. Figure 4 shows a comparison of how other states
funded public preschool programs in 2004. Currently, California's per-pupil funding for
its state preschool program is in the same spending range as about one-half of the other
states in the country. Proposition 82's funding level would mean a significant increase
in the amount of state resources provided for each preschool child. This level of support
would make California's one of the highest funded state preschool programs in the
country.

Figure 4

State Preschool Spending Per Enrolled Child
Less than

S6,f}00 or

$2,000-a8,999

S4,000-$5,999

more

No Program

Kansas

Alaska

Maine
Maryland
Nebraska
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Indiana
Mississippi

West Virginia

New Mexico

Montana

Wisconsin

South Carolina

New Hampshire

Vermont

North Dakota

Minnesota

Connecticut

Alabama

Illinois

New Jersey
Oregon

Delaware
Massachusetts
North Carolina

Arizona
Arkansas

Iowa
Kentucky

California
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Ohio

Colorado

Michigan

Tennessee
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Missouri

Georglaa
Hawaii
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New York

S2,000
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Source: National lnsr€tule for Early Education Research. 2004
a Florida. Georgia, and Oklahoma offer free public preschool to all 4-year olds Florida's program and funding began In 2005

Other Potential Spending Impacts
Proposition 82 could have a number of other potential fiscal effects. For instance:
•

Preschool Program Could Affect Districts' Special Education Costs. State and
federal law requires school districts to serve the educational needs of 4-year
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olds with special needs. It is likely that with greater numbers of children
participating in structured preschool programs, greater numbers of 4-year
olds will be identified as requiring special education services.. If this takes
place, school districts would incur increased costs. The new preschool
program could cover some of these district costs. Furthermore, some research,
based on small pilots of preschool programs, suggests that greater
participation in preschool may result in the long run in a reduction in (1) the
number of children using K-12 special education services and (2) the number
of years some children receive special education services. This would reduce
school districts' K-12 special education costs.
•

Potential State and Local Savings. Some research based on pilots of
preschool programs suggests that greater participation in preschool may
result in such outcomes as: a reduction in the number of children retained in a
grade, a reduction in the number of child abuse or neglect reports, and a
reduction in the number of juvenile court filings. The degree to which these
effects would occur as a result of a statewide preschool program and the
amount of related state and local savings are unknown,
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