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Introduction

February 2015
To: Business Officials in California County Offices of Education

Re: Updates to the Fiscal Procedural Manual for Business Officials in California County Offices of
Education.

The Fiscal Crisis and Management Assistance Team (FCMAT), in conjunction with the CCSESA,
BASC and ESSCO, is pleased to present the 2015 updates and additions to the County Office of
Education Fiscal Procedural Manual. We hope that COE business officials will continue to find
the manual useful and beneficial when performing their required duties related to evaluating the
operation of school district finances.

Originally published in January 2005, and updated annually so that it remains current and applicable
for business officials in California county offices of education, the Fiscal Procedural Manual

is designed to be user-friendly as it outlines 29 procedures and adopted standards required by
California education and government codes. As requested by the FCMAT Board of Directors, the
manual can assist COEs in developing consistency and common practices when reviewing and
responding to school district and charter school fiscal requirements.

This manual is a guide, not a mandate, and is intended to be an external document for all California
county offices of education as they perform their mandated fiscal responsibilities.

The COE Fiscal Procedural Manual continues to be produced by FCMAT and its administrative
agent, the Kern County Superintendent of Schools. As indicated on the acknowledgements page,
many people assisted in the creation and continued updating of this manual. Detailed and highly
professional updates are initiated and provided by ESSCO, while BASC performs the review and
final approval of the manual and all annual updates.

Updated items for 2015 include the following:

Updated title page

Updated acknowledgements, introduction, timeline and user response form pages
Updated Timeline for Updates

Updated User Response Form

Updated Procedure 000 (P-000), Index

Updated Procedure 001 (P-001), Calendar

Updated Procedure 003 (P-003), Facility Maintenance Accounts
Updated Procedure 004 (P-004), AB1200 Overview

Updated Procedure 018 (P-018), PERS/STRS Reporting

Updated Procedure 020 (P-020), Local Control Funding Formula
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In addition, in several other procedures minor changes have been made to references to revenue limit
funding, updating them to reflect the Local Control Funding Formula model and language. Because
no other changes were made, other aspects of these procedures may still need to be updated. These
procedures are as follows:

1. P-005, Budget Review (changes in checklists and supplemental documents)
2. P-006, The Unaudited Actuals (change in checklist)




P-007, Interim Report Review (changes in samples)
P-014, Bargaining Agreement Disclosure

P-015, Apportionment Posting

P-016, Education Revenue Augmentation Fund
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P-017, Property Taxes
8. P-021, Special Education

These sections have an asterisk next to the date on the first page of the section and a corresponding
note at the bottom of the page indicating that these minor changes have been made.

Several procedures were not updated in any way because the transition to the Local Control Funding
Formula requires major changes in these procedures, which will be addressed as part of next year’s
update. These procedures include the following:

1. P-009, Charter Schools
2. P-022, Direct Service Districts

3. P-027, Cash Flow Procedures

Updated procedures are meant to replace existing sections or pages in the manual. These updates, as
well as sample documents and forms for each section, are available for download free of charge from
the FCMAT website at www.fcmat.org, as part of the complete downloadable manual.

The index in the electronic version of the manual consists of clickable links that take users directly
to that section, and the first page of each section contains a clickable link to return to the index. You
will also find numerous forms, letters and spreadsheets that are presented in the manual that you can
use in your own county office. Some of these can also be accessed directly from within the document
via links.

This manual is a living document, with new procedures developed and updated annually as laws
change and best practices are refined. FCMAT is committed to ensure that all updated materials are
available on our website.

If you have any questions or would like more information, please contact the FCMAT office at
661-636-4611.

[Joel Montero

L
Chief Executive Officer, FCMAT
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Timeline for Updating the COE Fiscal
Procedural Manual

FCMAT, in partnership with CCSESA, BASC and ESSCO, has developed the following timeline
and process for annual updates to the COE Fiscal Procedural Manual.

March - October

October

November

December

January

February

February/March

ESSCO selects which procedures to update or develop,
assigns committees to the selected procedures, and the
committees work on the selected procedures to ensure they
are up to date and relevant.

ESSCO submits the selected procedures to FCMAT, which
then formats and edits the materials prior to further review.

BASC subcommittee meets and reviews the procedures that
ESSCO has updated.

FCMAT and ESSCO review BASC subcommittee’s
recommended changes and finalize selected procedures.

BASC reviews and approves the updated procedures.

FCMAT inputs final edits that resulted from the BASC
review and approval, and does final formatting for selected
procedures.

FCMAT posts updated procedures at http://www.fcmat.org
during the BASC Annual Conference, at which time the
release of the updated procedures is announced.
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User Response Form

As part of FCMAT’s ongoing efforts to help California’s educational agencies improve fiscal accountability, this manual
will be updated with new information and added features on a regular basis. To that end, we invite you to give us your
input. If there is any way you feel we could improve the Fiscal Procedural Manual, please take a moment to complete

this form and let us know.

Please provide a description of your requested features or suggested improvements for future revisions.

Please e-mail or fax your response to:

Michelle Plumbtree

Chief Management Analyst
FCMAT

mplumbtree@fcmat.org
707-775-2850 - Fax: 661-636-4647

Vil


mailto:mplumbtree%40fcmat.org?subject=COE%20Fiscal%20Procedural%20Manual%20User%20Response
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P-000

Date Revised: 2/2015

Acknowledgements ......
Introduction...................

Timeline for Updating Procedures ... Y

User Response Form

If you are viewing the complete electronic version, click on any procedure listed below to go to

that section.

Procedures
Procedure
Number
P-000
P-001
P-002
P-003
P-004
P-005
P-006
P-007
P-008
P-009
P-010
P-011
P-012
P-013
P-014

P-015

Procedure Name Date Adopted

or Revised
Index 2/2015
Calendar 2/2015
Which Entities Are Included 2/2011
Facility Maintenance Accounts 2/2015
AB 1200 Overview 2/2015
Budget Review 1/2009
The Unaudited Actuals 1/2009
Interim Report Review 1/2009
Audits 2/2014
Charter Schools 1/2009
Cash 2/2012
Internal Controls for AB 1200 2/2012
Approving District Orders 2/2013
Fiscally Independent and Fiscally Accountable Districts 2/2013
Bargaining Agreement Disclosure 2/2013
Apportionment Posting 2/2012
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Procedures (cont.)

Procedure Procedure Name Date Adopted
Number or Revised
P-016 Education Revenue Augmentation Fund (ERAF) 1/2008
P-017 Property Taxes 2/2014
P-018 CalPERS and CalSTRS Reporting 2/2015
P-019 Attendance Accounting 1/2005
P-020 Local Control Funding Formula 2/2015
P-021 Special Education 2/2011
P-022 Services to Districts 2/2013
P-023 Debt 2/2010
P-024 AB 1200 Reimbursements 1/2008
P-025 District Reorganization 2/2012
P-026 Working with the County 1/2005
P-027 Cash Flow Procedures 2/2011
P-028 Waiver of State Apportionment Deferrals 2/2012

P-029 Current Expense Formula and Reporting—SACS Form CEA 2/2013

P-000 e InpEx ® 2/2015



P-001

Date Revised: 2/2015

Calendar

Procedure
Month Number

P-003

Activity

Facility Maintenance Accounts

» Confirm as disclosed in the district budget criteria and standards
that adequate contributions have been budgeted for the ongoing and
major maintenance account.

P-005

Budget Review

» Districts must file the adopted budget and the approved local control
accountability plan (LCAP) with the county superintendent no later
than 5 days after the first adoption of the budget or July 1, whichever
comes first.

P-009

July

Charter Schools

*  Onor before July 1, the charter school must submit a preliminary
budget and the approved local control accountability plan (LCAP)
to its chartering authority and the county superintendent of schools,
or only the county superintendent of schools if the county board of
education is the chartering authority.

P-019

Attendance Accounting, Local Control Funding Formula

»  On or before July 15, county office of education exports annual
attendance, necessary small school certifications, and other LCFF-
related data to the California Department of Education (CDE) using
the CDE’s Principal Apportionment Data Collection software.

P-001 e CaLENDAR ® 2/2015

Go back to Index



P-001

Date Revised: 2/2015

Calendar

Procedure
Month Number

P-005

Activity

Budget Review

» The county superintendent must examine the budget and determine
whether it complies with the standards and criteria adopted by the
State Board of Education.

» The county superintendent must determine whether the budget allows
the district to meet its financial obligations (budget and multiyear).

* On or before August 15, the county superintendent must approve,
conditionally approve, or disapprove the budget.

* In order to approve a district’s budget, the county office must ensure
compliance with the three criteria for LCAP approval, which are listed
in Education Code section 52070(d).

» The superintendent must provide the conditional approval or the
disapproval in writing.

»  For districts with a conditionally approved budget or a disapproved
budget, the county superintendent may appoint a committee
to examine and comment on the superintendent’s review and
recommendations. The committee must report its findings to the
superintendent no later than August 20.

P-009

August

Charter Schools

» PENSEC forms due for charter schools that are new or significantly
expanding (adding a grade level or some other qualifying event) no
later than August 19.

P-017

Property Taxes

»  County office submits tax information and prior year annual
miscellaneous funds data no later than August 15 using the CDE’s
Principal Apportionment Data Collection software.

P-021

Special Education

* By August 15, applicable counties submit prior year annual special
education tax allocation data using the CDE’s Principal Apportionment
Data Collection software.

P-001 o CaLENDAR ® 2/2015



P-001

Calendar

Date Revised: 2/2015

Month

Procedure
Number

P-005

Activity

Budget Review

If a school district does not submit a budget, the county
superintendent will, at district expense, develop a budget for that
district by September 15 and transmit the budget to the governing
board of the school district.

On or before September 22, the county superintendent must provide
a list to the State Superintendent of Public Instruction (SPI) of the
districts for which they may disapprove budgets.

For districts with a conditionally approved or disapproved budget, the
county superintendent must review the revised budget to determine
that it: 1) complies with the standards and criteria adopted by the
State Board of Education pursuant to Education Code Section
33127; 2) allows the district to meet its financial obligations during
the fiscal year; 3) satisfies all conditions established by the county
superintendent of schools in the case of a conditionally approved
budget; and 4) is consistent with a plan that will enable the district to
satisfy its multiyear commitments.

September

P-009

Charter Schools

On or before September 15, the charter school must submit a final
unaudited report for the full prior year to its chartering authority
and the county superintendent of schools, or only to the county
superintendent of schools if the county board of education is the
chartering authority.

On or before September 15, the charter school must approve, in a
format prescribed by the SPI, an annual statement of all receipts and
expenditures of the charter school for the preceding fiscal year. The
charter school must file the statement with the entity that approved
the charter.

Certification of the Special Advance Apportionment based on
PENSEC data for newly operational charter schools and continuing
charter schools adding one or more grade levels.

P-001 e CaLENDAR ® 2/2015



P-001

Date Revised: 2/2015

Calendar

Procedure
Month Number Activity

P-005 Budget Review

* No later than October 8, the county superintendent must:

» Approve or disapprove the budget for districts whose budgets
were conditionally approved or disapproved as of August 15.

» Approve or disapprove the LCAP of districts whose LCAPs were
not approved as of August 15.

+ If the county superintendent disapproves the revised budget,
they will call for a budget review committee under Section
421271 unless the governing board of the district and the county
superintendent agree to waive the requirement for a committee
and the California Department of Education (CDE) approves the
waiver.

+ Based on the waiver, the county superintendent immediately
has the authority and responsibility provided by Education Code
Section 42127.3.

+ Submit a report to the SPI identifying all districts with
disapproved budgets including a copy of the written response to
each district.

P-006 Unaudited Actuals

* On or before October 15, the county superintendent must verify the
mathematical accuracy of the “Unaudited Actuals” and transmit a copy
of the reports to the SPI.

P-017 Property Taxes, Attendance Accounting, Local Control Funding Formula

Eg;g » By October 1, submit LEA corrections for prior fiscal years using the

CDE’s Principal Apportionment Data Collection software.

October

P-009 Charter Schools

+ Twenty-day forms due by October 31 for newly operational charter
schools and continuing charter schools adding one or more grade
levels.

P-021 Special Education

* By October 31, submit prior year annual LEA Infant data using the
CDE’s Principal Apportionment Data Collection software.

P-001 o CaLENDAR ® 2/2015



P-001

Calendar

Date Revised: 2/2015

Month

November

Procedure
Number Activity
P-005 Budget Review
* No later than November 30, the county superintendent, in consultation
with the SPI and the governing board of the district, must develop and
adopt a fiscal plan and budget for districts with disapproved budgets.
P-017 Property Taxes
»  County office submits tax information no later than November 15
using the CDE’s Principal Apportionment Data Collection software.
P-021 Special Education

* By November 15, applicable counties submit prior year annual SELPA
ADA allocation data using the CDE’s Principal Apportionment Data
Collection software.

» By November 30, submit prior year annual NPS Extraordinary Cost
Pool and Necessary Small SELPA ECP for Mental Health claim data
using the CDE’s Principal Apportionment Data Collection software.
Hard copies of supporting documentation (copies of paid invoices)
must also be postmarked by this date.

P-001 e CaLENDAR ® 2/2015



P-001

Calendar

Date Revised: 2/2015

Month

December

Procedure
Number

P-007

Activity

Interim Report Review (first interim report)

School districts provide first interim reports to the county
superintendent after they are approved by the governing board (45
days after the close of the period being reported, October 31).

P-008

Audits

If the county superintendent does not receive the annual audit report
by December 15, the superintendent may investigate the cause of
the delay and initiate action to obtain the audit in the most effective
manner.

County superintendent must file requests for extensions for filing the
annual audit report with the California State Controller’s Office (SCO)
and CDE by December 1.

County superintendent is responsible for reviewing the audit
exceptions in the report related to:

+ Attendance

» Equipment inventory
* Internal control

* Miscellaneous items

County superintendent is responsible for determining that the
exceptions have been corrected or an acceptable plan of correction
has been developed.

P-009

Charter Schools

On or before December 15, the charter school must submit an
interim financial report to its chartering authority and the county
superintendent of schools, or only to the county superintendent of
schools if the county board of education is the chartering authority.

Charter schools must submit a copy of their annual audit report to
the chartering entity, the SCO, the county superintendent of schools
in which the charter school is sited, and the CDE by December 15 of
each year.

Certification of the 2014-15 Second Special Advance Apportionment
based on 20-day data for newly operational charter schools and
continuing charter schools adding one or more grade levels.

P-001 o CaLENDAR ® 2/2015



P-001

Calendar

Date Revised: 2/2015

Month

January

Procedure
Number Activity
P-007 Interim Report Review (first interim report)

* No later than 75 days after October 31, the county office will provide
notice of any change in the certification to the district governing board
and the SPI.

* No later than 75 days after October 31, the county superintendent
of schools must report to the SCO and the SPI whether each district
under their jurisdiction provided the required certification and the type
of certification for each district.

P-008 Audits

» Update the auditor selection letter.

» Send letter to LEAs requesting information on the selection of their
auditors.

» Review all audit exceptions related to:

 Attendance

* Inventory of equipment
* Internal control

» Miscellaneous

» Send letter to LEAs with deficiencies in the plan of correction for audit
exceptions.

P-019 Attendance Accounting, Local Control Funding Formula

+  County office of education exports P-1 attendance data, necessary
small school certifications, and other LCFF-related data to the CDE
no later than mid-January using the CDE’s Principal Apportionment
Data Collection software.

P-021 Special Education

By January 15, submit P-1 LEA infant data using the CDE'’s Principal
Apportionment Data Collection software.

By January 15, applicable counties submit P-1 SELPA ADA allocation
and special education tax allocation data using the CDE’s Principal
Apportionment Data Collection software.

P-001 e CaLENDAR ® 2/2015
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Date Revised: 2/2015

Calendar

Procedure
Month Number

P-007

Activity

Interim Report Review (second interim report)

» School districts provide second interim reports to the county
superintendent after they are approved by the governing board (45
days after the close of the period being reported, January 31).

P-008

Audits

» If the description of the correction or the plan of correction for audit
exceptions are not in the audit report, the county superintendent will
notify the school district and request the governing board to provide
this information by March 15.

P-009

March

Charter Schools

*  On or before March 15, the charter school must submit a second
interim financial report to its chartering authority and the county
superintendent of schools, or only to the county superintendent of
schools if the county board of education is the chartering authority.

P-017
P-019
P-020

Property Taxes, Attendance Accounting, Local Control Funding Formula

* By March 1, submit LEA corrections for prior fiscal years using the
CDE’s Principal Apportionment Data Collection software.

P-001 o CaLENDAR ® 2/2015



P-001

Date Revised: 2/2015

Calendar

Activity

Interim Report Review (second interim report)

No later than 75 days after January 31, the county office will provide
notice of any change in the certification to the district governing board
and the SPI.

No later than 75 days after January 31, the county superintendent

of schools must report to the SCO and the SPI whether each district
under their jurisdiction has provided the required certification and the
type of certification for each district.

Audits

If the district hasn’t made arrangements for the annual audit for the
next fiscal year by April 1, the county superintendent must make
arrangements for the audit.

Direct the LEAs to submit revised reports for those audit exceptions
related to attendance that have a fiscal impact.

Property Taxes

County office submits tax information no later than April 15 using the
CDE's Principal Apportionment Data Collection software.

Procedure
Month Number
P-007
[ ] P-008
N
P-017
P-020

Local Control Funding Formla

By April 15, county office submits P-2 cerification selection for
necessary small schools and COE LCFF adjustments using the CDE’s
Principal Apportionment Data Collection software.

P-001 e CaLENDAR ® 2/2015



P-001

Calendar

Date Revised: 2/2015

Month

Procedure
Number Activity
P-008 Audits

« By May 1, the county office of education must make arrangements for
the audit of any LEAs that have not made their own arrangements by
April 1.

»  County superintendent will notify the SPI and the SCO by May 15 that
the county office staff have reviewed the audits, reviewed the audit
exceptions, and that all exceptions have been corrected or the district
has submitted an acceptable correction plan.

P-019 Attendance Accounting, Local Control Funding Formula

P-020 »  County office of education exports P-2 attendance and other LCFF-
related data to the CDE no later than May 1 using the CDE’s Principal
Apportionment Data Collection software.

P-021 Special Education

» By May 1, submit P-2 LEA infant data using the CDE’s Principal
Apportionment Data Collection software.

« By May 1, applicable counties submit P-2 SELPA ADA allocation
and special education tax allocation data using the CDE’s Principal
Apportionment Data Collection software.

P-001 o CaLENDAR ® 2/2015
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Date Revised: 2/2015

Calendar

Procedure
Month Number Activity
P-007 Interim Report Review (third interim report)

» No later than June 1, each school district with a qualified or negative
certification for the second interim report must provide financial
statement projections of the district’s fund and cash balances through
June 30 for the period ending April 30 to the county superintendent,
the SCO, and the SPI.

June

P-001 e CaLENDAR ® 2/2015
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Date Revised: 2/2015

Procedure
Month Number Activity

P-007 Interim Report Review
(Districts With Disapproved Budget, Qualified or Negative Interim Certification
or Other Fiscal Uncertainty)

y

»  County superintendent must present a report to the school district
board and the SPI regarding the fiscal solvency of any district with a
disapproved budget, qualified or negative interim certification, or that
has been determined to be in a position of fiscal uncertainty.

« For districts with qualified or negative certifications, the county
superintendent must also approve the issuance of any non-voter-
approved debt. The county superintendent must determine that
repayment is probable.

(No Dates Specified, or As Needed)

Annuall

Fiscal calendars, including apportionments, budget, interim and year-end financial reporting calendars, are available
online from the CDE at http://www.cde.ca.gov/re/ca/fc.

P-001 o CaLENDAR ® 2/2015
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P-002 Which Entities are Included?

Date Revised: 2/2015

Entities Included

Procedure School Community Joint Powers
Number Procedure Name Districts Colleges (1)  Authorities

P-003 Facility Maintenance Accounts Yes No No
P-004 AB 1200 Overview Yes No Yes (2)
P-005 Budget Review Yes No Yes (2)
P-006 The Unaudited Actuals Yes No Yes (2)
P-007 Interim Report Review Yes No Yes (2)
P-008 Audits Yes No Yes (3)
P-009 Charter Schools Yes No No
P-010 Cash Yes No No
P-011 Internal Controls for AB 1200 Yes No Yes
P-012 Approving District Orders Yes No No
P-013 Fiscally Accountable and Fiscally

Independent Districts Yes No No
P-014 Disclosures for Negotiations Yes No No
P-015 Apportionment Posting Yes No No
P-016 ERAF Yes Yes No
P-017 Property Taxes Yes Yes No
P-018 PERS and STRS Reporting Yes Yes Yes
P-019 Attendance Yes No No
P-020 Local Control Funding Formula Yes No No
P-021 Special Education Yes No Yes
P-022 Direct Service Districts Yes No No
P-023 Tax Override and Bond Interest and

Redemption Funds Yes No No
P-024 AB 1200 Reimbursements N/A N/A N/A
P-025 Territory Transfers Yes Yes No
P-026 Working with the County Yes Yes Yes
P-027 Cash Flow Procedures Yes No No

(1) Education Code Section 1240 (1)(4) states that the county superintendent of schools is not responsible for the
fiscal oversight of community colleges in the county, although the county may perform financial services on
behalf of the colleges.

(2) Education Code Sections 41023 requires JPAs (consisting solely of school districts and county offices of
education and excluding health and welfare JPAs) to the follow the legal provisions in Education Code Sections
42100, 35010, and 42600.

(3) Regional occupational centers and programs (ROCP) are also subject to the provisions of Education Code
Section 41020.

P-003 « Deferred Maintenance * 2/2010 Go back to Index






P-003

Date Revised: 2/2015

Facility Maintenance Accounts

I. OVERVIEW

Local educational agencies (LEAs) are required to establish a restricted ongoing and
major maintenance account in the general fund if they participate in the state school
building programs. The requirements for establishing a restricted maintenance account
for facilities are based on an LEA’s participation in the old Leroy Greene Lease-Purchase
Program or the School Facility Grant Program. County offices are required to verify that
restricted amounts have been set aside within the LEA’s general fund budget, in either
resource 8100 (Leroy Green Lease-Purchase Program) or resource 8150 (School Facility
Grant Program).

II1. RESTRICTED MAINTENANCE ACCOUNTS

A. Education Code 17014 (b)(2): LEAs participating in only the Leroy Greene Lease-
Purchase Program Law of 1976 are required to establish a restricted (account within the
district’s general fund for the exclusive purpose of providing moneys for regular mainte-
nance and routine repair of school buildings) routine repair and regular maintenance fund
(RRRMF) account (SACS Resource 8100).

1. The LEA must annually deposit a minimum of at least 2% of the LEA’s total general
fund adopted budget for the term of the lease agreement.

a. Under this program, participating school districts entered into a 40-year lease-
purchase agreement with the state.

2. A contribution to the RMA may be provided in lieu of meeting the ongoing require-
ments for the RRRMF, per EC 17070.75(b)(2)(c).

B. Education Code 17070.75: LEAs in the 1998 School Facility Grant Program (SFP) must
annually deposit at least 3% of the LEA’s total general fund adopted budget expenditures
and other financing uses into an ongoing and major maintenance account called the RMA
(SACS Resource 8150).

1. The RMA must be set up for the fiscal budget year following the fiscal year any SFP
project(s) receives full grant funding.

2. The district must make the first deposit that fiscal year and make additional deposits
each fiscal year for 20 years.

3. County offices are allowed to calculate the 3% based on the total general fund unre-
stricted expenditures. This exemption does not apply to the Lease-Purchase program.

4. Districts that are the administrative unit for a special education local plan area
(SELPA) are allowed to exclude the pass-through funds from the expenditures when
making the calculation.

P-003  Facility Maintenance Accounts « 2/2015 Go back to Index



P-003

Date Revised: 2/2015

Facility Maintenance Accounts

5. Education Code 17070.766 reduced the required deposit to the routine restricted

maintenance account from 3% to 1% for the 2008-09 through 2014-15 fiscal years for
most LEAs, and to 0% for LEAs with facilities maintained in good repair pursuant to
the Williams settlement and as defined in Education Code section 17002.

The state budget software’s criteria and standards will validate that the minimum
required percentage of the LEA’s adopted budget has been set aside in the RRMA
account.

III. EXCEPTIONS

A. There are exceptions to both of the restricted maintenance programs.

1.

Small school districts are exempt from the annual minimum contribution requirement;
that is, elementary districts with less than 901 ADA, high school districts with less
than 301 ADA, and unified school districts with less than 1,201 ADA (Education
Code section 17070.75). These districts still need to establish the fund and certify

that they can adequately maintain their facilities, but the dollar amount the district is
required to transfer is based on the district’s needs rather than the percentage estab-
lished in the Education Code.

a. Every school district, regardless of size, must establish and maintain an RRMA
upon receipt of funds from the State Allocation Board.

b. However, small exempt school districts can base the amount of the transfer into
the account on the district’s needs by doing the following annually:

* Developing a maintenance plan and budget that identifies how the district will
meet its facility needs.

* Designate the amount less than 3% that is to be transferred into the RRMA.

* Certify in an open board meeting that the amount to be transferred into the
RRMA is sufficient to meet the district’s facility needs.

IV. ROUTINE MAINTENANCE ACCOUNT EXPENDITURES ACTIVITIES

A. Funds may be used for maintenance and upkeep of any district facilities; their use is not
restricted to facilities constructed or modernized under the State School Building Lease-
Purchase Program.

B. Education Code 17014(c) under the Leroy Green Lease-Purchase programs states:
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For purposes of this subdivision, the term “major maintenance, repair and replacement”
means roofing, siding, painting, floor and window coverings, fixtures, cabinets, heating
and cooling systems, landscaping, fences, and other items designated by the governing
board of the school district.

C. Education Code 17070.75(b)(1) for the most current School Facility Grant Program
states:

[The district shall] establish a restricted account within the General Fund of a
school district for the exclusive purpose of providing moneys for ongoing and
major maintenance of school buildings . . .

D. For additional direction in determining appropriate expenditures, LEAs may want to
refer to the California School Accounting Manual (CSAM) for the definition of what is
considered maintenance.

V. COUNTY OFFICE OF EDUCATION RESPONSIBILITIES

A. Confirm that, as disclosed in the district’s budget criteria and standards, the annual
contribution for facilities maintenance funding is not less than the amount required by
Education Code Section 17070.75.

VI. LEGAL CITATIONS
A. Education Code
» Sections 17002(d)(1) and 17014(1) through 17014(7)(d)

» Sections 17070.75 through 17070.77
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OVERVIEW

A. AB 1200 took effect on January 1, 1992. AB 1200 redefined and expanded the county
superintendents’ financial oversight responsibilities.

B. In subsequent years, additional laws have amended and expanded the original enacting
legislation. The most noteworthy of these are AB 2756, approved June 2004; and the
Budget Act of 2014, which implemented the Local Control Funding Formula (LCFF) and
the Local Control Accountability Plan (LCAP).

C. The term AB 1200 has come to include the review of the school district budgets, the
review of the unaudited actual financial statements, the county office’s financial oversight
at the first and second interim reporting periods, intervention on behalf of financially
troubled districts, and responsibility for follow-up on certain audit exceptions.

LEGAL REQUIREMENTS

A. The Budget

1. Education Code Sections 1240, 42103 and 42122 — 42129 establish the legal
standards for the budget.

2. The following are the key elements of these code sections:

Education
Code
Section

1240

42103

42122

Key Elements of the Code Section

Requires the county superintendent to annually present a report to the school district
board and the Superintendent of Public Instruction (SPI) regarding the fiscal solvency of
any district with a disapproved budget, qualified or negative interim certification, or that
has been determined to be in a position of fiscal uncertainty.

Note: This is often referred to as the AB 139 letter.

Requires the governing board to hold a public hearing for the budget in a district facility or
some other public place. The hearing must be not less than three working days following
the availability of the proposed budget for public inspection.

Requires that the budget document also show the estimated unaudited actual revenues
and expenditures for the year just ending.

Requires the county superintendent to publish the notification of the dates and locations
at which the proposed budget may be inspected in a newspaper of general circulation at
least three days prior to when the budget is ready for inspection, but no earlier than 45
days and no later than 10 days before the public hearing.

Requires the budget to show a complete plan and itemized statement of all estimated

revenues and expenditures for the next fiscal year as well as a comparison of revenue and
expenditures for the current year.
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42123 Requires the budget to be on forms prescribed by the SPI.
42124 Allows the budget to include a general reserve to meet cash requirements.
42125 Allows the budget to include designations of fund balance. The designated funds are

available for appropriation by a majority vote of the governing board.

42126 Requires the SPI to prepare the forms used for the budget and the comparison of revenue
and expenditures.

42127 Requires the governing board of each district to do the following:

+ By July 1, hold a public hearing on the budget, and post the agenda for the public
hearing at least 72 hours in advance. Based on requirements of the Local Control
Accountability Plan (LCAP) a hearing on the specific actions and expenditures
proposed to be included in the LCAP or annual update to the LCAP shall be held at
the same meeting as the budget hearing (Education Code Section 52068).

+ By July 1, adopt a budget. The budget cannot be adopted before the school district
adopts an LCAP or an update to the LCAP. The budget must include expenditures
necessary to implement the LCAP.

+ Beginning with the 2015-16 fiscal year, if ending fund balances exceed the minimum
recommended reserve for economic uncertainty, the district must present at the
budget adoption public hearing and make available for public viewing a written
statement of reasons for the excess reserve. The school district shall provide this infor-
mation each time it files an adopted or revised budget with the county superintendent
of schools.

* File the adopted budget with the county superintendent of schools no later than 5
days after the adoption or July 1, whichever comes first.

+ No later than 45 days after the governor signs the Budget Act, the district must make
available to the public any budget revisions made to reflect the funding made available
by that Budget Act.

Requires the county superintendent to do all of the following:

+ Examine the budget and determine whether it complies with the standards and criteria
adopted by the State Board of Education (Education Code Section 33127).

+ Determine whether the budget allows the district to meet its financial obligations
(budget year and multiyear), including the expenditures needed to implement the
LCAP.

» Determine whether the budget includes ending fund balances that exceed the
minimum recommended reserve for economic uncertainties and, if so, verify that the
school district complied with the requirements for a public hearing and a statement
of reasons the excess reserve is needed.
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42127 + Review and consider studies, reports, evaluations, or audits that were commissioned
by the district, the county superintendent, the SPI, and state control agencies if these
documents contain evidence of fiscal distress. Fiscal distress is determined by the
standards and criteria adopted in Education Code Section 33127 or findings by an
external reviewer that more than 3 of the 15 most common predictors of a school
district needing intervention, as determined by the County Office Fiscal Crisis and
Management Assistance Team (FCMAT), are present.

(continued)

+ Either conditionally approve or disapprove a budget that does not provide adequate
assurance that the district will meet its current and future obligations and resolve
any problems identified in studies, reports, evaluations or audits.

+ Disapprove a budget if the budget does not include the expenditures needed to
implement the LCAP.

+ On or before August 15, approve, conditionally approve, or disapprove the adopted
budget.

» The county superintendent must provide the conditional approval or disapproval in
writing no later than August 15 and provide recommendations for budget revisions
and the reasons for those recommendations, including, but not limited to, the
amounts of any budget adjustments needed before they can approve the budget.

+ The budget shall not be adopted or approved by the county superintendent before
an LCAP or an update to an LCAP is approved.

+ The county superintendent may assign a fiscal advisor to assist the district to
develop a budget in compliance with those revisions.

+ In addition, the county superintendent may appoint a committee to examine and
comment on the county superintendent’s review and recommendations, subject to
the requirement that the committee report its findings to the superintendent no later
than August 20.

» On or before September 8, the governing board of the school district will: 1) revise the
adopted budget to reflect the changes in projected revenue and expenditures subse-
quent to July 1, and to include any responses to the recommendations of the county
superintendent; 2) adopt the budget; and 3) file the revised budget with the county
superintendent of schools.

» Prior to revising the budget, the governing board will hold a public hearing regarding
the proposed revisions, to be conducted in accordance with Education Code
Section 42103. The board will make the revised budget and supporting data
available for public review.

» On or before September 22, provide a list to the SPI of districts for which budgets may
be disapproved.

+ Review the revised budget to determine that it: 1) complies with the standards and
criteria adopted by the State Board of Education pursuant to Education Code Section
33127; 2) allows the district to meet its financial obligations during the fiscal year; 3)
satisfies all conditions established by the county superintendent of schools in the case
of a conditionally approved budget; and 4) is consistent with a financial plan that will
enable the district to satisfy its multiyear financial commitments.
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42127

(continued)

421271

42127.2

+ No later than October 8, approve or disapprove the revised budget.

+ If the county superintendent disapproves the revised budget, they will call for a
budget review committee under Section 42127.1 unless the governing board of
the district and the county superintendent agree to waive the requirement for a
committee and the California Department of Education (CDE) approves the waiver.

+ If the county superintendent disapproves the budget solely because the county
superintendent has not approved an LCAP, the county superintendent shall not
call for the formation of a budget review committee.

+ Based on the waiver, the county superintendent immediately has the authority and
responsibility provided by Section 42127.3.

+ Upon approving the waiver of the budget review committee, the CDE must ensure
that a balanced budget is adopted for the school district by November 30.

+ If no budget is adopted by November 30, the SPI may adopt a budget for the
district.

+ The SPI must report to the Legislature and the Director of Finance by December
10 if any district does not have an adopted budget by November 30. The report
must include the reasons why a budget has not been adopted by the deadline,
the steps being taken to finalize budget adoption, the date the adopted budget
is anticipated, and whether the SPI has or will exercise their authority to adopt a
budget for the district.

* No later than October 8, submit a report to the SPI identifying all districts with disap-
proved budgets including a copy of the written response to each district.

« If a school district does not submit a budget, the county superintendent will, at district
expense, develop a budget for that district by September 15 and transmit that budget
to the governing board of the school district.

» The budget prepared by the county superintendent will be deemed adopted, unless
the county superintendent approves any modifications made by the governing board
of the school district.

+ The approved budget will be used as a guide for the district’s priorities.
+ The SPI will review and certify the budget approved by the county office.

If the county board of education also serves as the governing board of the school district,
the district is subject to Education Code Section 1622.

Establishes standards for the budget review committee and the waiver process.

School district must select budget review committee 5 working days after receipt of
candidate list from SPI.

SPI convenes the budget review committee.

The county superintendent may request the Controller’s office to conduct an audit or
review of the fiscal condition of the school district to assist the budget review committee.
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42127.3 Establishes guidelines for the county superintendent of schools and the district based on
the work of the budget review committee.

If the budget committee disapproves the budget, the SPI may either approve or disap-
prove the budget. If it is disapproved, no later than November 30, county superintendent
must develop and adopt a fiscal plan and budget for the district.

Provides authority to county superintendent to implement and monitor the plan and

budget.

42127.4 Provides guidelines to school district on which budget to use for operations until its budget
is approved.

42127.5 Requires school district to provide statement with the budget, annual audit, and interim

certifications on negative unrestricted fund balance or negative cash balance.

42127.6 Requires school districts to provide to the county superintendent copies of studies,
reports, evaluations, or audits that were commissioned by the district, the county super-
intendent, the SPI, and the state control agencies that contain evidence that the school
district is showing fiscal distress. Fiscal distress is determined based on the standards
and criteria adopted in Education Code section 33127, or a report on the school district by
FCMAT or any regional team. Fiscal distress is also determined if any of these reports or
studies contain a finding by an external reviewer that more than 3 of the 15 most common
predictors of a school district needing intervention (as established by FCMAT) are present.

The county superintendent must review and consider these studies. The county superin-
tendent must investigate the financial condition of the school district and determine if the
district may be unable to meet its financial obligations for the current or two subsequent
fiscal years, or should receive a qualified or negative interim financial certification pursuant
to Education Code section 42131.

Provides authority to county superintendent if county office determines that the school
district may not be able to meet its financial obligations for current or two subsequent
fiscal years or if the district has qualified certification (on interim report).

Note: This section is often referred to as a “going concern”.
Provides guidelines for an appeal by the school district.

An employee who provides information regarding improper governmental activity, as
defined in Education Code section 44112, is entitled to the protection provided pursuant to
Article 5 (commencing with Section 44110) of Chapter 1 of Part 25.

42127.9 Provides the criteria for an appeal by the school district of a disapproved budget.

42128 If the school district neglects to make a budget or to file interim reports, authorizes the
county superintendent of schools to withhold funds to the district and to notify the appro-
priate county official to refuse to issue warrants of the district.

42129 Authorizes the SPI to direct the county auditor to withhold payment to district superinten-

dents, county superintendents, and governing board members for failure to file reports on
time (14 days after the submission date in the statute).
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B. Unaudited Actual Financial Reports

1. Education Code Section 42100 establishes legal standards for the unaudited actual
financial reports.

2. The following are the key elements of this code section:

Education Code Key Elements of the Code Section
Section

42100 On or before September 15, the governing board of each district must approve,
on a form prescribed by the SPI, a statement of all receipts and expenditures of
the district for the preceding fiscal year.

On or before October 15, the county superintendent must verify the mathematical
accuracy of the statement and transmit a copy to the SPI.

C. Interim Reports

1. Education Code Sections 1240 and 42127.6 — 42133.5 establish legal standards for
interim reports.

2. The following are the key elements of these code sections:

Education Key Elements of the Code Section
Code Section

1240 Requires the county superintendent to annually present a report to the school district
board and the SPI regarding the fiscal solvency of any district with a disapproved
budget, qualified or negative interim certification, or that has been determined to be
in a position of fiscal uncertainty.

Note: This is often referred to as the AB 139 letter.

42127.6 If at any time during the fiscal year the county superintendent of schools determines
that a school district may be unable to meet its financial obligations for the current
or two subsequent fiscal years or if a school district has a qualified or negative
certification pursuant to Section 42131, they will notify the governing board of the
school district and the SPI in writing of that determination and the basis for the deter-
mination. The notification will include the assumptions used in making the determi-
nation and will be available to the public.

The county superintendent will report to the SPI on the financial condition of the
school district and their proposed remedial actions. The county superintendent will
do at least one of the following and all actions that are necessary, to ensure that the
district meets its financial obligations:

+ Assign a fiscal expert, paid for by the county superintendent.

» Conduct a study of the financial and budgetary conditions of the district that
includes, but is not limited to, a review of internal controls.
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42127.6 » Require the district to encumber all contracts and other obligations, to prepare
appropriate cash flow analyses and monthly or quarterly budget revisions, and to

(el ize) appropriately record all receivables and payables.

+ Direct the district to submit a proposal for addressing the fiscal conditions that
resulted in the determination that the district may not be able to meet its financial
obligations.

+ Withhold compensation of the members of the governing board and the district
superintendent for failure to provide requested financial information. This action
may be appealed to the SPI.

If after taking the actions identified above, the county superintendent determines that
a district will be unable to meet its financial obligations for the current or subsequent
fiscal year, they will notify the school district governing board and the SPI in writing of
that determination and the basis for that determination. The notification will include
the assumptions used in making the determination and will be provided to the super-
intendent of the school district and parent and teacher organizations of the district.

+ Within 5 days of the county superintendent making this determination, a school
district may appeal the determination to the SPI. The SPI will sustain or deny the
appeal within 10 days.

- If the appeal is denied or not filed, or if the district has a negative certification,
the county superintendent, in consultation with the SPI, will take at least one of
the following actions:

« Develop and impose, in consultation with the SPI and the school district
governing board, a budget revision that will enable the district to meet its
financial obligations in the current fiscal year.

« Stay or rescind any action that is determined to be inconsistent with the school
district’s ability to meet its obligations for the current or subsequent fiscal
years.

+ Assist in developing, in consultation with the governing board of the school
district, a budget for the subsequent fiscal year.

+ Appoint a fiscal advisor.

+ The school district is required to pay 75% and the county office of education
25% of the expenses incurred in improving the district’s financial management.

42130 Requires school districts to submit two interim reports to the governing board:
First Interim - For the period ending October 31
Second Interim — For the period ending January 31

The governing board must approve the reports no later than 45 days after the close
of the period being reported.

The district must prepare the reports in a format or on forms prescribed by the SPI
and ensure that they are based on standards and criteria for fiscal stability adopted
by the State Board of Education pursuant to Section 33127.
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42131

42133

42133.5

Requires the governing board of each school district to certify, in writing, within 45
days after the close of the period being reported, whether or not the district is able to
meet its financial obligations for the remainder of the fiscal year and, for the subse-
quent fiscal year. The certifications are classified as:

Positive The district will be able to meet its financial obligations for the
current fiscal year and subsequent two fiscal years.

Qualified The district may not be able to meet its financial obligations for the
current fiscal year or subsequent two fiscal years.

Negative The district will be unable to meet its financial obligations for the
remainder of the year and the subsequent fiscal year.

Requires the governing board to file a copy of each certification and a copy of the
report with the county superintendent of schools.

If the county office of education receives a positive certification when it determines
that a qualified or negative should have been issued, the county office is authorized
to change the certification to qualified or negative as appropriate.

No later than 75 days after the close of the reporting period, the county office will
provide notice of the change in the certification to the district governing board and
the SPI.

Provides guidance for an appeal process.

For districts with a qualified or negative certification, the county superintendent has
authority under Education Code Section 42127.6.

Within 75 days of the close of each reporting period, the county superintendent of
schools must report to the Controller and the SPI whether each district under their
jurisdiction has provided the required certification and the type of certification for
each district.

Requires each school district filing a qualified or negative certification for the second
interim report to provide financial statement projections of the district’s fund and cash
balances through June 30. This report is for the period ending April 30 and is due to
the county superintendent, the SPI and the Office of the State Controller by June 1.

The Controller’s office may conduct an audit or review of the fiscal condition of any
district having a negative or qualified certification.

A school district that has a qualified or negative certification in any fiscal year may
not issue, in that fiscal year, or the next succeeding fiscal year, certificates of partici-
pation, tax anticipation notes, revenue bonds, or any other debt instruments that

do not require voter approval unless the county superintendent determines that the
repayment on the debt is probable.

No later than March 31, 1992, the Superintendent of Public Instruction shall develop
and adopt criteria and standards to govern the determination to be made under
subdivisions (a) and (b). Note: The SPI issued Management Advisory 92-04 on June
17, 1992 to address this requirement.

Regardless of the certification of the budgetary status of the district, no proceeds
obtained by a school district from the sale of a saleback or leaseback agreement, or
interests therein, or certificates of participation, or debt instruments that are secured
by real property and do not require the approval of the voters of the school district,
shall be used for general operating purposes of the school district.
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D. Audit Reports

1. Education Code Section 41020 — 41020.8 establishes the legal requirements for the
annual audit.

2. Education Code Section 14504 authorizes the county superintendent to report auditors
to the California Board of Accountancy.

3. The following are the key elements of these code sections:

Education Code Key Elements of the Code Section
Section
14504 Authorizes the county superintendent or the county board of education to

refer an independent auditor of a local educational agency to the California
Board of Accountancy for action if an audit of a local education agency

was conducted in a manner that may constitute unprofessional conduct as
defined by Section 5100 of the Business and Professions Code, including,
but not limited to gross negligence resulting in a material misstatement in the
audit.

41020 A contract to perform the audit of a local educational agency that has a
disapproved budget or has received a negative certification on any budget
or interim report during the current fiscal year or either of the two preceding
fiscal years, or for which the county superintendent has otherwise deter-
mined that a lack of going concern exists, is not valid unless approved by the
county superintendent of schools and the governing board.

If a district has not made arrangements for an audit by April 1, the county
superintendent will make arrangements for the school district audit.

The auditors are required to file a copy of the audit report with the county
superintendent, the California Department of Education, and the Office of the
State Controller no later than December 15.

The county superintendent is responsible for reviewing the audit exceptions
in the annual audit reports related to:

+ Attendance (e.g., Local Control Funding Formula pursuant to Education
Code section 42238.02; independent study)

+ Equipment inventory

* Internal control
+ Miscellaneous items
+ Instructional material program funds
- Teacher misassignments pursuant to Education Code Section 44258.9

+ Information reported on the school accountability report card (SARC)
pursuant to Education Code Section 33126

The county superintendent is responsible for determining that the exceptions
have either been corrected or an acceptable plan of correction has been
developed.
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41020 If the description of the correction or the plan of correction are not included
in the audit report, the county superintendent will notify the school district

(EEntine) and request the governing board to provide this information by March 15.

Each county superintendent of schools will certify to the SPI and the
Controller by May 15 that the county office staff have reviewed the audits,
reviewed the audit exceptions, and that all exceptions that the county super-
intendent was required to review were reviewed, and that all of those excep-
tions, except as noted in the certification, have been corrected or the district
has submitted an acceptable correction plan.

The county superintendent will adjust the future local property tax require-
ments to correct audit exceptions relating to school district tax rates and tax
revenues.

Audits of regional occupational centers and programs are also subject to the
provisions of this section.

In the audit of the local educational agencies in the subsequent year, the
auditors must review the correction or plan of corrections to determine if the
audit exceptions have been resolved. If not, the auditor will notify the county
office of education and the California Department of Education.

41020.2 If the annual audit report is not filed with the county superintendent on or
before December 15, the county superintendent may investigate the causes
of the delay and initiate action to obtain the annual audit report in the most
effective manner. These actions include:

+ Granting an extension.
» Contracting with another audit firm to complete the work.
+ Requesting the Controller’s office to investigate and initiate action.

41020.5 County superintendent is required to notify in writing the certified public
accountant or public accountant and the California Board of Accountancy if
the audits conducted of school districts in the county were not performed in
substantial conformity with the audit guide.

Provides guidelines for an appeal by the accountant.

If the determination by the county superintendent becomes final, the certified
public accountant or the public accountant will be ineligible to perform
school district audits for a period of 3 years.

41020.8 Provides authority to the county superintendent to request information from
the district’s auditors if the county superintendent has determined that the
district may not be able to meet its obligations for the current or subsequent
fiscal year.
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III. IMPLEMENTING THE LEGAL REQUIREMENTS

A. The county office of education is required by law to review and examine the budget and
interim reports prepared by the district in order to determine the financial solvency of the
district.

B. The law doesn’t provide guidance on the procedures to use in making a determination of
the solvency of the district.

C. This manual provide samples of procedures used in other counties for reviewing a
district’s key financial documents and determining the district’s solvency.

D. These additional procedures are:
1. P-005 — Budget Review
2. P-006 — The Unaudited Actuals
3. P-007 — Interim Report Review

4. P-008 — Audits
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I OVERVIEW

A. Procedure P-004 — AB 1200 Overview provides the legal requirements for the review of
the budgets by county offices of education.

B. This procedure provides guidance and sample documents for county offices to use in
meeting the legal requirements.

I1. CALENDAR

Month Activity
July » Districts must file the adopted budget with the county superintendent of schools no
later than 5 days after the adoption of the budget or July 1, whichever comes first. E.C.
42127

e Note: The county superintendent shall withhold apportionments of state or county
money for any school district that neglects or refuses to make a school district budget,
or neglects to file interim reports. The county superintendent is also authorized not to
approve warrants for these districts. E.C. 42128

e Note: The State Superintendent of Public Instruction (SPI) shall direct the county audi-
tor to withhold payment of stipends, expenses, or salaries to district superintendents,
county superintendents, and governing board members for failure to file financial
reports on time (14 days after the submission date in the statute). E.C. 42129

August *  On or before August 15, the county superintendent of schools must approve, condition-
ally approve, or disapprove the budget. The superintendent must provide the condi-
tional approval or the disapproval in writing. E.C. 42127

» For districts with a conditionally approved budget or a disapproved budget, the county
superintendent may appoint a committee to examine and comment on the superinten-
dent’s review and recommendations. The committee must report its findings to the
superintendent no later than August 20. E.C. 42127

*  The county superintendent must annually present a report, on or before August 15, to
the school district board and the SPI regarding the fiscal solvency of any district with a
disapproved budget, qualified or negative interim certification, or that has been deter-
mined to be in a position of fiscal uncertainty. E.C. 1240

* Minor revisions 2/2015 in keeping with implementation of the Local Control Funding Formula
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September |+ If a school district does not submit a budget, the county superintendent will, at district
expense, develop a budget for that district by September 15 and transmit the budget to
the governing board of the school district. E.C. 42127

*  On or before September 22, the county superintendent must provide a list to the SPI of
the districts for which they may disapprove budgets. E.C. 42127

» For districts with a conditionally approved or disapproved budget, the county superin-
tendent must review the revised budget to determine that it: 1) complies with the stan-
dards and criteria adopted by the State Board of Education pursuant to Education Code
Section 33127; 2) allows the district to meet its financial obligations during the fiscal
year; 3) satisfies all conditions established by the county superintendent of schools in
the case of a conditionally approved budget; and 4) is consistent with a financial plan
that will enable the district to satisfy its multiyear commitments. E.C. 42127

October *  No later than October 8, the county superintendent must:

* Approve or disapprove the revised budget for districts whose budgets were condi-
tionally approved or disapproved as of August 15. E.C. 42127

» If'the county superintendent disapproves the revised budget, they will call for a
budget review committee under Section 42127.1 unless the governing board of the
district and the county superintendent agree to waive the requirement for a commit-
tee and the California Department of Education approves the waiver.

* Based on the waiver, the county superintendent immediately has the authority and
responsibility provided by Section 42127.3.

*  Submit a report to the SPI identifying all districts with disapproved budgets includ-
ing a copy of the written response to each district. E.C. 42127

November |+ No later than November 30, the county superintendent, in consultation with the SPI and
the governing board of the district, must develop and adopt a fiscal plan and budget for
districts with disapproved budgets. E.C. 42127.3

ITII. DETAILED PROCEDURES

A. The following are some recommended procedures for the budget review and docu-
mentation:

1. Establish a permanent file.
2. Document the statewide budget assumptions.

3. Obtain the district’s budget assumptions.
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4.

5.

Prepare the budget review checklist.

Perform additional financial analysis.

Provide a technical correction letter to each district or meet with the district financial
officer to discuss the budget review.

Provide a budget review letter to each district documenting the approval or disap-
proval of the budget.

B. The Permanent File

1.

The determination of the district’s solvency is in some measure based on the county
staff’s knowledge of the history of the district. For example:

a.

Does the district have a history of submitting a balanced budget that was later
determined to have deficiencies?

Has the district been able to adequately project average daily attendance (ADA) in
recent years?

Does the district have a history of underestimating certain categories of expendi-
tures?

Does the district usually make a significant number of errors in preparing the
budget?

Does the district have an adequate position control system?

Do the district staff have an understanding of the internal controls that affect the
budget development for the district?

To allow the county staff reviewing the budgets to easily review the historical infor-
mation and other pertinent information, it is a good idea to set up a permanent file for
each district.

3. The permanent file contains an ongoing financial history of the district.

4. The permanent file should include the following types of information:

a.

Information on the number and type of charter schools that the district has spon-
sored.

1. The list should include the name of each charter school.

ii. Whether the charter school is legally a part of the district or has established
separate legal status as a non-profit public benefit corporation.
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iii. If the charter school is a non-profit public benefit corporation, include docu-
mentation of the legal status of the school. This is important because the dis-
trict will not include the financial data for these charter schools in its budget,
year-end statements, or interim reports.

iv. A copy of the memorandum of understanding between the charter school and
the sponsoring district.

b. Newspaper articles that provide information relevant to the district’s financial
situation.

For example: articles on the closure of a school, the opening of a closed school, or
the purchase of land.

c. Documentation of significant phone calls

For example: phone calls regarding significant accounting problems or software
problems.

d. Information on audits performed by outside agencies

i.  For example: an audit performed by the Office of the State Controller on the
building funds.

ii. If any audits resulted in an audit disallowance, obtain a copy of the repayment
schedule for the debt.

e. Information on debt issued by the district.
It may also be useful to obtain copies of the amortization schedules.

f. Copies of relevant correspondence between the district and the county related to
financial issues.

g. Information on whether the district has capped its health benefits to employees
and retirees.

h. Information on any outside groups that provide significant benefit to the district
(e.g., an education foundation).

i. Information on the district’s internal controls that impact the budget development
and financial reporting.
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C. Statewide Assumptions

1.

7.

Beginning in January, the legislature begins work on the budget for the next fiscal
year.

As work on the budget progresses, school districts will have preliminary information
on what may be included in the budget for the next fiscal year.

Many of the assumptions that school district staff make in preparing their budget are
based on assumptions about what the state will include in the budget.

School districts will use information from the Governor’s May Budget Revise to
develop their budgets. If the budget is passed before June 30, they may also have
time to incorporate information from the state’s adopted budget into their own budget.

When county office staff review the budgets of the school districts, it is important to
ensure that all staff are using the same assumptions about the most recent information
in the state budget.

To ensure that there is no misunderstanding about the state budget assumptions, it
is helpful to document the information in a statewide assumptions document that all
county staff refer to when reviewing the budget.

This document is also a useful historical reference.

D. District Budget Assumptions

1.

The governing board of each school district is required to present the adopted budget
on the state’s SACS forms.

Many districts provide additional information (in addition to the SACS forms) that is
designed for the board and public and is easier for non-financial people to understand.

This additional information may be very comprehensive and include information
presented in ways that are not possible on the SACS forms. For example: detailed
information on the district’s programs, detailed information on full-time equivalents,
etc.

Many districts include detailed information about the assumptions that were used in
developing the district’s budget.

The information about the budget assumptions is critical to a complete understanding
of the budget and for a comprehensive review by county office of education staff.
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6. Sometimes these budget assumptions are included at the beginning of a more detailed

budget document presented to the board and sometimes they are dispersed throughout
a comprehensive document.

It is helpful to have each district submit a budget assumptions worksheet when they
send the SACS forms to the county. This worksheet ensures that the county staff have
easy access to the district’s budget assumptions and that they get information on the
budget assumptions that are significant to an understanding of the district’s solvency.

Sample budget assumption worksheets that are required in two different counties at
first interim are included in P-007.

E. The Budget Review Checklist

1.

To ensure a methodical, comprehensive, and standardized review of each district’s
budget by county staff, it is helpful to use a budget review checklist.

Sample checklists are shown at the end of this section.

These checklists build upon the analysis that is automatically performed by the state
software.

F. Using Other Studies, Reports, Etc.

1.

In 2004, the Education Code was changed to require county offices of education to
review and consider studies, reports, evaluations, or audits that were commissioned
by the district, the county superintendent, the SPI, and state control agencies if these
documents contain evidence of fiscal distress. The county superintendent must
review this information in addition to their own analysis of the budget of each school
district. E.C. 42127 and E.C. 42127.6.

Fiscal distress is determined by the standards and criteria adopted in Education Code
Section 33127 or findings by an external reviewer that more than 3 of the 15 most
common predictors of a school district needing intervention, as determined by the
County Office Fiscal Crisis and Management Assistance Team (FCMAT), are present.

To ensure that districts provide the information to the county office of education,
county offices should consider annually sending a notice to the districts of this legal
requirement or including a paragraph in the budget approval letter that reminds dis-
trict staff of the legal requirement.
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G. Additional Financial Analysis

1. In addition to using a budget review checklist to evaluate the adequacy of the budget,
many counties also maintain spreadsheets showing a three to five-year history of the
district’s general fund and average daily attendance (ADA).

2. These additional spreadsheets are used as additional analysis in determining the dis-
trict’s solvency.

H. The Technical Corrections Letter

1. Once the county staff have completed the budget review, it is important to communi-
cate the results of the review to the district staff.

2. Some counties meet with the district staff and discuss the problems noted in the
budget review.

3. In other counties, a letter is sent to the district identifying the problems noted during
the review and requesting the district to respond in writing.

I. The Budget Review Letter

Included in this section are samples of letters that one county sent to their districts as a
result of the review of the districts’ budgets.

J. Scenarios

1. The members of the FCMAT committee that worked on the manual developed some
scenarios related to solvency and discussed how each situation was handled in their
county.

2. These scenarios and the discussion are shown at the end of this section.
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Form 53
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Form 61
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Form 67
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Form 71
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Budget Review Checklist #2

SAMPLE COUNTY OFFICE OF EDUCATION

District Advisory Services

ADOPTED BUDGET REVIEW
Fiscal Year 2003-04

District
Name:District
CDS Code:
IREVIEWED BY:
SUMMARY OF
EVIEW AND
ECOMMENDA-
TIONS
Budget returned to district (materials incomplete when submitted)
Date returned:
Budget approved as submitted or with concerns. Date sent:
Budget disapproved and letter with recommendations CBO:
sent to Chief Business Official for review and comments Date sent to CBO:
Budget disapproved and letter with recommendations SUPT:
sent to district’s governing board. Date Sent :
COMMENTS:
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Budget Review Checklist #2

COMMENTS -
REVIEW OF PRELIMINARY INFORMATION NOTES

[Forms CB & CC - DISTRICT CERTIFICATION
Determine that the budget was presented to the board in SACS format.

Are there additional information submitted to the Board?

Determine that county office received certifications with original signatures.

[Form TRC - TECHNICAL REVIEW CHECKS
Review status of all import, export, general ledger and supplemental checks

for Estimated Actuals and Adopted Budget.

Have allowable exceptions been reasonably explained?

[Form SIAA & SIAB - SUMMARY OF INTER-FUND ACTIVITIES
Do all transfers in equal transfers out?

Are transfers being made from restricted funds? (Building Fund, BIRF,

Self-Insurance Fund, etc.)

Determine the nature of the transfers out from the other funds.

|[Form A - AVERAGE DAILY ATTENDANCE

Review Form A and determine that the prior year’s P-2 and Annual ADA
agrees to the J18/19.

Determine the reason for any significant change in ADA.

Is ADA projection reasonable? Review trend for the past three years.
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Budget Review Checklist #2

REVIEW OF GENERAL FUND

[Form 01CS - CRITERIA & STANDARDS REVIEW

Determine that the Criteria & Standards Summary and In-depth Review are
complete.

Compare data to PY for accuracy.

Determine that information that is not in the extract is accurate (ADA, oper-
ating expenditure, deficit spending, change in fund balance, etc..)

Does district meet standards in these areas? (ADA, Deficit Spending, Min.
Rsrv., etc.)

Is reasonable Supplemental Information provided in the C&S Summary?

Review reasonableness of Multiyear Commitments by comparing the infor-
mation in the most recent audit report.

Review reasonableness of Retiree Health and Welfare Benefits Liability by
comparing the information in the most recent audit report.

Status of employee negotiations: Certificated:
Classified:

|Form 01 - GENERAL FUND SUMMARY

Compare Estimated Actuals to historical data or County Financial Report

Compare Estimated Actuals to Second or Third Interim Report

Review “% of difference” column. Is it reasonable?

Review reasonableness of Restricted Balance, Reserved Items, Designated
Items,

Undesignated Balance (positive or zero)?

Estimated Actuals beginning fund balance agrees with audit report.

Determine that audit adjustments to the General Fund have been correctly
posted.

Verify reserve calculation meets applicable % of reserve requirement

|Form 01 - REVENUE DETAIL

Local Taxes agree with J-29B?
ERAF #8045 agrees with J-29B?

Check PERS Reduction, Special Ed, ROC/P Transfer and other transfers
(Obj.#8311 to 7221-7223, etc..)

Is Mandated Costs Reimbursement revenue #8550 within reason?

Calculate the lottery revenue:

PY ADA ( Reg & Adult) x 1.04446 x $_ per ADA
(Budget)

PY ADA ( Reg & Adult) x 1.04446 x $ per ADA
(Actual)
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Budget Review Checklist #2

Compare Class Size Reduction revenues to latest Form CSR report for
reasonableness.

Determine that budgeted revenues are reasonable based on the latest infor-
mation

on the state budget, dartboard and budget assumptions provided by the
district.

[Form 01 - EXPENDITURE DETAIL

Are salary and benefit increases/decreases reasonable? Budget consistent

with assumptions and C&S information? Consider changes in enrollment,
ADA, FTE, step & column adjustments, COLA, etc..

If no increases for salaries and benefits are included in the budget, determine

the district’s ability to fund COLA based on available fund balance.

Review reasonableness of other expenditure categories. Compare with
historical data.

Review debt service payments in relation to multiyear commitments section

in the Criteria and Standards.

[Form 01 - OTHER FINANCING SOURCES/USES DETAIL

Determine reasonableness of the increases/decreases in financing uses.

Determine reasonableness of the increases/decreases in financing sources.

[Form 01 - ENDING BALANCES (AB 1200 COMPLIANCE)

Does the district have a liability for retiree benefits? ~ YES

NO

Did the district choose to reserve for this liability? YES NO
Amount Reserved $

Has the reserve been transferred to another fund? YES NO|

[Form 01 - GENERAL REVIEW

Determine if there is a likelihood that the General Fund may have to provide
additional subsidies to other funds during the year. This may result from
budgets in the other funds that appear overly optimistic based on the finan-
cial history of those funds. If there is a likelihood, consider the impact on
the ending fund balance in the General Fund.

Comments:

Check concerns, findings and other pending issues about the district from
review of prior year interim reports. Determine if these items were resolved.

Form MYP - MULTI-YEAR PROJECTIONS

Enter the format used for the multi-year projections (CDE format, etc.)

34

P-005 » Budget Review « 1/2009




Budget Review Checklist #2

Determine reasonableness of assumptions used.

Verify that the base year totals in MYP match the Form 01 totals?

Do projections for enrollment, ADA and staffing appear reasonable?

If district projected growth in ADA, determine that sufficient additional
positions and associated benefits are included in the budget.

Determine reasonableness of future year’s revenue projections. (COLA’s,
one-time monies, local contributions, parcel taxes, etc.)

Are projections for salaries and benefits consistent with staffing changes
described in the narratives and step & column increases?

Have multi-year collective bargaining agreements been reflected in the sal-
ary projections?

Do projections for supplies, services, capital outlay and other expenditures
appear reasonable? (energy cost, health & welfare, one-time expenses, etc.)

Prior year ending balances forwarded correctly as beginning balances.

Review components of ending balances for each year.

Does the district anticipate maintaining the minimum state-required reserves
for current and future years?

Verify that fund balance are positive for all years.

Note deficit spending trend. Has deficit financing occurred in the prior
years?

Is deficit financing projected in the current and subsequent two years? If

so, has a plan been submitted to correct the deficit spending trend?

Consider the current year issues with the district (declining fund balance,
declining enrollment/ADA, bond issues, parcel tax elections/expiration, staff]
turn-overs, etc.)

Other Considerations:

COMMENTS -
REVIEW OF OTHER FUNDS NOTES

|Form 09 - CHARTER SCHOOL FUND
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Budget Review Checklist #2

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals
columns based on the state budget and the assumptions provided by the
district.

Note deficit spending trend and district’s corrective action plan.

Ending fund balance negative? If yes, indicate amount. $

Check concerns, findings and other pending issues about this fund from
review of prior year interim reports. Determine if these items were resolved.

[Form 11 - ADULT EDUCATION FUND

Determine that the information in the Criteria & Standards Summary are
complete.

Compare data to PY for accuracy.

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals
columns based on the state budget and the assumptions provided by the
district.

Review adult ed ADA growth/trend and ADA cap. Compare with budgeted
ADA for reasonableness.

Note deficit spending trend and district’s corrective action plan.
Note restrictions on subsidies from other funds (EC 52616(b) and 52501).

Ending fund balance negative? If yes, indicate amount. $

Check concerns, findings and other pending issues about this fund from
review of prior year interim reports. Determine if these items were resolved.

|Form 12 - CHILD DEVELOPMENT FUND

Determine that the information in the Criteria & Standards Summary are
complete.

Compare data to PY for accuracy.

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals
columns based on the assumptions provided by the district.

Note deficit spending trend and district’s corrective action plan.

Ending fund balance negative? If yes, indicate amount. $

Consider if this fund would potentially require contribution from the Gen-
eral Fund.
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Budget Review Checklist #2

Check concerns, findings and other pending issues about this fund from
review of prior year interim reports. Determine if these items were resolved.

|Form 13 - CAFETERIA FUND

Determine that the information in the Criteria & Standards Summary are
complete.

Compare data to PY for accuracy.

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals
columns based on the assumptions provided by the district.

Note deficit spending trend and district’s corrective action plan.

Ending fund balance negative? If yes, indicate amount. $

Consider if this fund would potentially require contribution from the Gen-
eral Fund.

Check concerns, findings and other pending issues about this fund from
review of prior year interim reports. Determine if these items were resolved.

|[Form 14 - DEFERRED MAINTENANCE FUND

Determine that the information in the Criteria & Standards Summary are
complete.

Compare data to PY for accuracy.

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals
columns based on the assumptions provided by the district.

Check for Def. Maintenance Allowance #8540 and Matching Transfer In
#8915

Ending fund balance negative? If yes, indicate amount. $

Check concerns, findings and other pending issues about this fund from
review of prior year interim reports. Determine if these items were resolved.

|Form 17 - SPECIAL RESERVE FUND (Other than Capital Outlay Projects)
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Budget Review Checklist #2

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals
columns based on the assumptions provided by the district.

Verify new or substantial increases in income and/or expenditures

Ending fund balance negative? If yes, indicate amount. $

Check concerns, findings and other pending issues about this fund from
review of prior year interim reports. Determine if these items were resolved.

|Form 21 - BUILDING FUND

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals
columns based on the assumptions provided by the district.

Multiple Projects must be consolidated into one report for CDE

Verify new or substantial increases in income and/or expenditures

If there is only a small amount of fund balance remaining at the end of the
budget year, consider performing additional procedures to determine that
there are sufficient funds to complete all projects and that the general funds
will not be needed to complete any projects.

Ending fund balance negative? If yes, indicate amount. $

Check concerns, findings and other pending issues about this fund from
review of prior year interim reports. Determine if these items were resolved.

[Form 25 - CAPITAL FACILITIES FUND

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals
columns based on the assumptions provided by the district.

Multiple Projects must be consolidated into one report for CDE

Verify new or substantial increases in income and/or expenditures

Ending fund balance negative? If yes, indicate amount. $

Check concerns, findings and other pending issues about this fund from

review of prior year interim reports. Determine if these items were
resolved.

|Form 30 - STATE SCHOOL BUILDING FUND

38 P-005 » Budget Review « 1/2009



Budget Review Checklist #2

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals
columns based on the assumptions provided by the district.

Multiple Projects must be consolidated into one report for CDE

Verify new or substantial increases in income and/or expenditures

Determine that the district has transferred the required 2.5% into the Routine]
Repair and Maintenance Account in the restricted general fund from the
unrestricted general fund.

Determine that the fund balance is sufficient to cover all project balances.

If there are projects with deficit balances, determine that the district has
transferred sufficient funds from another funding sources.

Ending fund balance negative? If yes, indicate amount. $

Check concerns, findings and other pending issues about this fund from
review of prior year interim reports. Determine if these items were resolved.

[Form 35 - COUNTY SCHOOL SERVICE FUND (PROP 1A)

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals
columns based on the assumptions provided by the district.

Multiple Projects must be consolidated into one report for CDE

Verify new or substantial increases in income and/or expenditures

Determine that the district has transferred the required 3% into the Routine
Repair and Maintenance Account in the restricted general fund from the
unrestricted general fund.

Determine that the fund balance is sufficient to cover all project balances.

If there are projects with deficit balances, determine that the district has
transferred sufficient funds from another funding sources.

Ending fund balance negative? If yes, indicate amount. $

Check concerns, findings and other pending issues about this fund from
review of prior year interim reports. Determine if these items were resolved.

|Form 40 - SPECIAL RESERVE FUND (CAPITAL PROJECTS)
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Budget Review Checklist #2

Determine purpose(s) of this fund - what capital projects?

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals
columns based on the assumptions provided by the district.

Multiple Projects must be consolidated into one report for CDE

Verify new or substantial increases in income and/or expenditures

Ending fund balance negative? If yes, indicate amount. $

Check concerns, findings and other pending issues about this fund from
review of prior year interim reports. Determine if these items were resolved.

|[Form S1 - BOND INTEREST AND REDEMPTION FUND

Ensure correct copy of Form 51- Unaudited Actuals retained by COE

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Determine that the budgeted debt service expenditures agree to the debt
service payments (from the multi-year commitment section or the prior
year’s audit report). The taxes collected should approximate the debt service
payment due.

Verify that any audit adjustments have been posted.

Note:

Check concerns, findings and other pending issues about this fund from
review of prior year interim reports. Determine if these items were resolved.

COE staff prepares the Form 51 during the Unaudited Actuals reporting

period. Report includes budget information for the subsequent year.

|Form S3 - TAX OVERRIDE FUND

Determine what debt repayment this fund finances?

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine that the budgeted debt service payments agree to the multiyear
commitment section of the Criteria and Standards or the prior year’s audit
report.

Verify new or substantial increases in income and/or expenditures

Ending fund balance negative? If yes, indicate amount. $

Check concerns, findings and other pending issues about this fund from
review of prior year interim reports. Determine if these items were resolved.

|Form 63 - OTHER ENTERPRISE FUND

40
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Budget Review Checklist #2

Determine that the information in the Criteria & Standards Summary are
complete.

Compare data to PY for accuracy.

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals
columns based on the assumptions provided by the district.

Verify new or substantial increases in income and/or expenditures

Note deficit spending trend and district’s corrective action plan.

Ending fund balance negative? If yes, indicate amount. $

Consider if this fund would potentially require contribution from the Gen-
eral Fund.

Check concerns, findings and other pending issues about this fund from

review of prior year interim reports. Determine if these items were resolved.

[Form 67 - SELF-INSURANCE FUND

Determine purpose of fund and compliance with accounting & Ed Code
17566 reqmts

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals
columns based on the assumptions provided by the district.

Use actuarial study to determine if adequate reserves are in fund.

Indicate date of last actuarial study:

Ensure that proper accruals for liabilities have been made

Note deficit spending trend and district’s corrective action plan.

Ending fund balance negative? If yes, indicate amount. $

Consider if this fund would potentially require contribution from the Gen-
eral Fund.

Check concerns, findings and other pending issues about this fund from

review of prior year interim reports. Determine if these items were resolved.
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[Form 71 - RETIREE BENEFIT FUND

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals

columns based on the assumptions provided by the district.

Determine that the payments made for retiree benefits agrees to the amounts
in

the multi-year commitments section of the criteria and standards or the

postretirement footnote of the prior year’s audit report.

Check transfers in to see if they agree with Form 01 transfers out

Note deficit spending trend and district’s corrective action plan.

Ending fund balance negative? If yes, indicate amount. $

Consider if this fund would potentially require contribution from the Gen-
eral Fund.

Check concerns, findings and other pending issues about this fund from

review of prior year interim reports. Determine if these items were
resolved.

|Form 72 - ARTICLE XIIIB FUND

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals

columns based on the assumptions provided by the district.

Note deficit spending trend and district’s corrective action plan.

Ending fund balance negative? If yes, indicate amount. $

Check concerns, findings and other pending issues about this fund from

review of prior year interim reports. Determine if these items were
resolved.
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Budget Review Checklist #2

[Form 73 - FOUNDATION TRUST FUND

Estimated Actuals beginning fund balance agrees with most recent audit
report.

Verify that any audit adjustments have been posted.

Determine reasonableness of amounts in the Budget and Estimated Actuals

columns based on the assumptions provided by the district.

Note deficit spending trend and district’s corrective action plan.

Ending fund balance negative? If yes, indicate amount. $

Consider if this fund would potentially require contribution from the Gen-
eral Fund.

Check concerns, findings and other pending issues about this fund from

review of prior year interim reports. Determine if these items were
resolved.

[Form ASSET - SCHEDULE OF CAPITAL ASSETS

Verify that Unaudited Balance agrees with prior year audit report and that
any

audit adjustments have been posted.

Determine reasonableness of amounts in increases and decreases columns.

Check concerns, findings and other pending issues from

review of prior year interim reports. Determine if these items were
resolved.

|[Form DEBT - SCHEDULE OF LONG-TERM LIABILITIES

Verify that Unaudited Balance agrees with prior year audit report and that
any

audit adjustments have been posted.

Determine reasonableness of amounts in increases and decreases columns.

Check concerns, findings and other pending issues from

review of prior year interim reports. Determine if these items were
resolved.
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Budget Review Checklist #2

GENERAL INFORMATION: (Check all that are appli-

cable)

New Superintendent within past six months

New Chief Business Official within past six months

New Budget person within past six months

New Superintendent starts this fiscal year

New Chief Business Official starts this fiscal year

New Budget person starts this fiscal year

School Bond Election to be held this fiscal year

District offered early retirement incentives in [prior year]

New Board members elected last year

Board election occurring this fiscal year

Other relevant information:

44

Materials Use for Review and Analysis of District’s Adopted Budget & Multi-Year Projections:

1) J-18/19 P-2 tand Annual
3) Historical ADtA information

4) School Sertvices Dartboard/Governor’s Budget
5) ACOE Local Control Funding Formula Calculation
6) Most Recent Audit Report

7) CSR enrollment report

8) Historical Revenue & Expense Data or County Financial Report

9) Budget/Interims/Unaudited Actuals Review Letters
10) J-29B (P-2)

11) Actuarial Study for Self-Insurance or Retiree Benefits
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DIVISION OF BUSINESS ADVISORY SERVICES
Financial Management Services
Fiscal Solvency Evaluation Work Program

2003-04 ADOPTED BUDGET REVIEW
Executive Summary and Approvals

DISTRICT NAME:

BAS REVIEW RESULTS: (d  Approved (1 Disapproved
Evaluation Summary
Review and Certification
Consultant
Signature Date
Concurrent Review
Financial Advisory Services Officer
Signature Date
Review and Approval
Assistant Director, Financial Management Services
Signature Date
Approval (if Disapproved)
Director, Division of Business Advisory Services
Signature Date
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2003-04 JULY 1ST ADOPTED BUDGET CHECKLIST
FOR REVIEWING THE SACS REPORT

sk sfe sfe sfe sk sk ske sk sk sk sk sk sk sk sk sk sk sk sk sk ske sk ske sk sk sk sk sk sk sk ste st sk sfe sk ske sk ske sk sie sk sk sk sk sk sk sk sk sk sk sk sk sk ske sk st sk sk sk sk sk st ste sk sk sk sk sk sk sk sk skoko sk sk skokoskeskeoskoskoskok

DISTRICT NAME: District CDS No.

LEA Contact Person: Telephone No.
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INITIAL CHECK-IN

The log-in process begins in June and lasts into July. The following individuals will be responsible for
doing initial check-ins:.

Person Completing Initial Check-in:

1. Date Adopted Budget received

RECEIVED
a. Was it received on time (see Master “Date” Sheet)? 4 YES 1 NO
2. Validate each of the following items:
a. One hardcopy received A YES [ NO
b. One disk received with all of the following listed on it:
« full district name - not initials for district’s name - spell out 4 YES d NO
* the report title, i.e., SACS 2003-04 Budget. d YES d NO
« the district’s CDS code 1 YES d NO
+ date disk was received should be stamped d YES d NO
+ if any of above information is not on the disk, add as needed d YES d NO
3.. Virus Check:
Scan and stamp the disk for viruses, stamp and check off: d YES d NO
4. Verify for proper original signature, date received, and
contact person listed on SACS CB A YES d NO
5. Verify for authorized signatures & dates on SACS CC d YES d NO

A. The budget with original signature from the clerk/secretary of the district’s Board with adoption
date, is then:

e date stamped d YES d NO
* numbered the same as its jacket 1 YES d NO
* logged in on the master record 1 YES 1 NO
« stamped either “Single Final Budget” or “Dual-July 1-Budget 1 YES d NO

*  Checked to see that “used/not used” is marked for all proper

funds on SACS TC (See BLUE Notebook fund lists) d YES d NO
*  Checked for complete contents as shown on SACS TC 1 YES d NO
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C.
D.

(Corrections must be marked in red on the budget jacket sheet.)

»  Call immediately on any missing forms. Note in red on the jacket.

»  List all missing forms for any appropriate funds not received:

*  When missing items are received, note on the jacket (Richard, Loretta, Consultant)

Technical Review Checklist (TRC) is received and complete. 4 YES d NO
Criteria and Standards (C&S) Summary or In-depth Review.
is received and completed for all appropriate funds. d YES d NO
Status of Negotiations reported on C&S
(see Supplemental Information, Item L), if not, tell reviewer. 1 YES d NO
Charter Schools Financial Reporting Status Form if necessary 1 YES d NO
All funds are checked for negative beginning/ending balance. d YES d NO
(Validate against the TRC comments.) List any funds
with negative balances and report immediately to Chris
and to the consultant for discussion with District/LEA.

Negative Funds:
Assumptions are received 1 YES d NO
Multiyear projections are received for: d 200405 2200506
Equivalent to SACS Form MYP 1 YES 1 NO
Other 1 YES 1 NO
Validate that the disk & hardcopy agree. All numbers, totals, etc., must match up. d YES

Check-in person calls district for any missing documents:

* Date(s) called

* District contact person
* Items Requested

District’s/LEA’s Response:

Date check-in completed

Accounting/Operational Technician initial

Place this form, with the budget, into the budget folder and give to the consultant assigned to the district.
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BUDGET REVIEW

All Budget reviews are to be completed no later than August 8, 2003. Discuss problems/concerns with district business
officials.

BAS Staff Completing the Budget Review:

PHASE 1
Perform the following tests:
1. Review the results of the initial check-in. O YES
Call the district if any items are still missing & verify that they are coming in ASAP. 1 YES

(NOTE: The responsibility of getting missing documents or information ultimately
rests with the consultant.)

3. Confirm if there are any negative balances. If so, notify Emmanuel & Chris immediately. 1 YES
4. Validate that all subfunds are properly defined (i.e., Health Insurance, Workers’

Compensation). 1 YES
5. Review cover letters and/or narratives 1 YES
6. Review the Technical Review Checklist for exceptions 1 YES
7. Review the Criteria and Standards forms for potential issues 1 YES
8. Review the budget assumptions, multiyear projections & assumptions for reasonableness 1 YES
9. Review the estimated actuals for reasonableness 1 YES

NOTES

I.  All information provided by the district including numeric data, supplemental schedules and narratives, assumptions,
or other supporting documentation, is crucial to assessing the reasonableness and viability of the budget.

II.  Any corrections made to the budget by the Consultant should be noted in red on the budget and on the jacket. The
district’s budget disk must also be updated to reflect such changes. Request a revised disk from district. The
COE may not make changes to the disk based only on a verbal authorization from the district. The district staff
authorizing the changes must be noted along with the date and time of authorization.

II1. If the consultant or the district determines that a correction will result in a change to the fund balance,
it must be approved by the district’s governing board before COE review/approval.

IV. If you have any concerns about the information submitted by the district, request additional information from the
district in sufficient time to meet the review deadline.
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PHASE 2

CRITERIA AND STANDARDS REVIEW

1. Perform the following tests to ensure that the District has adopted a budget in accordance with state Criteria and Standards.
Discuss the evaluation tests performed as part of the review and verify the District’s reported calculations. Comment on
necessary actions as appropriate.

FIRST TIER REVIEW  (Deviations from the Average Daily Attendance, Deficit Spending, or Reserves
standards trigger a second tier review--the Second Tier is in addition to all items in the First Tier)

I(a) Review Fund Balances. Verify that a multiyear projections for the General Fund indicate that
the fund balance at the end of this fiscal year and the two subsequent fiscal years will be positive.

Notes/Comments:

Work Paper Reference
Consultant Initial

1(b) Verify that fund balance is not less than the sum of its components. Compare the change in fund balance for the
budget and two prior years. Provide an explanation if the fund balance has declined for the last two fiscal years.

Notes/Comments:

Work Paper Reference
Consultant Initial
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I(c) Analyze the status of other funds that have negative fund balances at the end of the fiscal year.
Evaluate any multiyear commitments related to the projected negative balances in other funds. Verify
that a SACS Form was submitted for any negative Non-General Fund and note what arrangements
the district has made to handle these issues.

Notes/Comments:

Work Paper Reference

Consultant Initial

1(d) Identify all temporary borrowings between funds (refer to EC Section 42603) and note any potential adverse impact on
District solvency.

Notes/Comments:

Work Paper Reference
Consultant Initial

I(e) Verify that the District’s Average Daily Attendance (ADA) has not been overestimated in the 1st prior
year or in 2 or more of the previous 3 years by more than the following variance levels. Circle the
criteria that applies to the district, and note/document consultant’s test calculation and compare
to District reported percentage:

1.030 for districts with 0 300 ADA
1.025 for districts with 301 1,000 ADA
1.020 for districts with 1,001 30,000 ADA
1.015 for districts with 30,001 400,000 ADA
1.010 for districts with 400,001 and over ADA
Notes/Comments:
o Work Paper Reference

Consultant Initial
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1(f) Verify that Deficit spending (Revenues plus Other Financing Sources less Expenditures less Other Financing Uses)
has not exceeded the following variance levels in either the 1st and 2nd prior years of the Ist and 3rd prior years. Circle
the criteria that applies to the district, and note/document consultant’s test calculation and compare to District reported
percentage:

.0165 for districts with 0 300 ADA
.0132 for districts with 301 1,000 ADA
.0099 for districts with 1,001 30,000 ADA
.0066 for districts with 30,001 400,000 ADA
.0033 for districts with 400,001 and over ADA
Notes/Comments:
Work Paper Reference

Consultant Initial

1(g) Test and verify that available reserves are not less than the following percentages as applied to total
expenditures, transfers out and other uses, except as provided for in Education Code Section 33128.
Circle the criteria that applies to the district, and note/document consultant’s test calculation
and compare to District reported percentage:

the greater of 5% or $50,000 for districts with 0 300 ADA
the greater of 4% or $50,000 for districts with 301 1,000 ADA
3% for districts with 1,001 30,000 ADA
2% for districts with 30,001 400,000 ADA
1% for districts with 400,001 and over ADA
Notes/Comments:
Work Paper Reference

Consultant Initial

1(h) Ifmore than 1% of on-going General Fund operating expenditures are funded with one-time resources in the budget year,
explain how the one-time resources will be replaced to continue funding the on-going expenditures in the following
years.

Notes/Comments:

Work Paper Reference

Consultant Initial
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1(i) Analyze the change in Special Education funding. Provide an explanation if revenues have changed by more than 5%
from the prior year.

Notes/Comments:

Work Paper Reference
Consultant Initial

1(j) Identify all significant multiyear commitments for the next three years and identify the resources
used to service those commitments.

Notes/Comments:

Work Paper Reference
Consultant Initial

1(k) Identify any known or contingent liabilities from financial or program audits, state compliance
reviews, litigation, etc., that have occurred since budget adoption that may impact the budget. Review
the District’s 2002-03 audit report adjustments shown in columns A, B, and C on the estimated
actuals. Note impact of adjustments on the budget. Note any disallowed amounts resulting from the
State Controllers’ Office ADA Audits of 1996-97 Absence Notes.

Notes/Comments:

Work Paper Reference
Consultant Initial

1(1) Identify the liability for health and welfare benefits for retired employees based on the required actuarial study, and how
the costs are accounted for.

Notes/Comments:

Work Paper Reference

Consultant Initial
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I(m) Identify the status of all capital projects that may impact the General Fund operational budget and comment on any

negative effects on fiscal solvency.

Notes/Comments:

Work Paper Reference

Consultant Initial

1(n) Analyze contributions to restricted programs. Provide an explanation if contributions have

increased more than 10% from the prior year.

Notes/Comments:

Work Paper Reference
Consultant Initial

1(o) Analyze the status of employee salary and benefit negotiations [circle as applicable]:
*  Certificated:

not settled

settled

not budgeted

budgeted
¢ Classified:

not settled

settled

not budgeted

budgeted

Notes/Comments:

Work Paper Reference
Consultant Initial

P-005 » Budget Review « 1/2009

53



Budget Review Checklist #3

1(p) If salary and benefit negotiations are not finalized; upon settlement with the certificated or

classified staff:

* Verify that the school district has determined the cost of the settlement, including salaries, benefits, and any other
agreements that change costs, and has provided the county office of education with an analysis of the cost of the
settlement and its impact on the operating budget. Verify that the governing board has certified to the validity of
the analysis.

» Verify that the county office has reviewed and provided written comments about the settlement proposal to the
president of the district governing board and the district superintendent.

* Review the assumptions used regarding the costs of step & column increases, attrition, & the costs of finalized
collective bargaining agreements.

+ Did the district complete the status of negotiations analysis in the Criteria & Standards? Verify & analyze reserves
carefully when negotiations are not settled.

Notes/Comments:

Work Paper Reference
Consultant Initial

1(q) Validate and comment on assumptions and data for 2003-04, 2004-05, and 2005-06 that indicate any
anticipated fiscal problems in deficit spending, Reserve for Economic Uncertainties, etc. Note and

comment on the calculated reserve amounts and ratios for each fiscal year.

Verify that assumptions support the district solvency and fund balances for each year.

Notes/Comments:

Work Paper Reference
Consultant Initial
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2. SECOND TIER REVIEW  (Deviations must be explained in writing)
NOTE: In addition to all items in the 1% Tier, the 2" Tier includes:

2(a) Test and Review Other Revenues and verify that:

(i) Projected federal revenues have not increased or decreased by more than 10 percent from the prior year revenues.

Notes/Comments:

Work Paper Reference
Consultant Initial
(i1) Projected other state revenues have not increased or decreased by more than 10 percent
from the prior year revenues.
Notes/Comments:

Work Paper Reference

Consultant Initial
Projected local revenues have not increased or decreased by more than 10 percent from the prior year revenues.

Notes/Comments:

Work Paper Reference

Consultant Initial
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2(b) Test and Review Salaries and Benefits:
Verify that budgeted salaries and benefits have not increased by more than the district’s change in base Local Control
Funding Formula per ADA, plus change in Local Control Funding Formula ADA from prior year.

Notes/Comments:

Work Paper Reference
Consultant Initial
2(c) Test and Review Other Operating Expenses:
(1) Verify that budgeted expenditures for books and supplies, and services and other operating expenditures, have not

increased or decreased by more than 10 percent or the change in base Local Control Funding Formula per ADA plus the
change in Local Control Funding Formula ADA (whichever is greater) from the prior year.

Notes/Comments:

Work Paper Reference

Consultant Initial

(1) Verify that budgeted capital outlay and other outgo have not increased or decreased by more than
40 percent from the budgeted year.

Notes/Comments:

Work Paper Reference
Consultant Initial
2(d) Test and Review Other Sources and Use:

(i) Verify that budgeted other sources have not increased or decreased by more than 40 percent from the prior year.
(i1) Verify that budgeted other uses have not increased or decreased by more than 40 percent from the budgets other uses.

Notes/Comments:

Work Paper Reference
Consultant Initial
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2(e) Analyze the General Fund for changes in the budget and three prior fiscal years in ADA; Operating Revenue and
Expenditures; Surplus/(Deficit); Ending Fund Balance; and Reserve.

Notes/Comments:

Work Paper Reference

Consultant Initial
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PHASE 3

GENERAL FUND (GF) & ADULT EDUCATION FUND(AF) REVENUES AND

EXPENDITURES
(Identify notes/comments by referencing to (the General Fund “GF” or Adult Education Fund “AF”)

Federal Revenue

1. Verify that GF and AF budgeted revenues are reasonable based on the assumptions, (including COLA, deficit factor — if
applicable, and ADA factors) & when compared to prior years (i.c., estimated actuals & historic unaudited actual data).

Notes/Comments:

Work Paper Reference
Consultant Initial

2. Verify that categorical program carryovers are reasonable (refer to SACS Form CAT).

Notes/Comments:

Work Paper Reference
Consultant Initial
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Other State & Local Revenues

3. Using the SACS Form SEA, identify & validate Special Education revenues budgeted in SACS Form 01 objects 8311,
8181, & 8182.

Notes/Comments:

Work Paper Reference

Consultant Initial

4. Verify that estimated actual K-3 Class Size Reduction (CSR) revenues are reasonable based on what the district’s actuals.

Notes/Comments:

Work Paper Reference

Consultant Initial

5. Verify that GF and AF budgeted revenues in all accounts are reasonable based on assumptions (including zero COLA and
ADA) & when compared to prior years (i.e., estimated actuals & the historic unaudited actual data).

Notes/Comments:

Work Paper Reference

Consultant Initial

6. Verify that budgeted K-3 CSR revenues are reasonable based on the current funding estimates per enrollment ($906/opt 1
& $453/opt 2) & the capacity to operate in the budget year.

Notes/Comments:

Work Paper Reference

Consultant Initial

7. Verify that Mandated Cost revenues are reasonable (based on assumptions of actual expenses filed & expected
reimbursement; or as compared to prior years).

Notes/Comments:

Work Paper Reference
Consultant Initial
8. Identify Lottery amounts projected per ADA. Is the figure reasonable compared to the County Office’s current estimate
per ADA and is the allocation between unrestricted & restricted reasonable ($114/$11).

NOTE: Lottery projections typically change in early July - after the 3rd quarter. Be sure you have the most current
County estimate for both the budget & estimated unaudited actuals).
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Notes/Comments:

Work Paper Reference
Consultant Initial

Identify that interest is projected at approximately the pool rate of 5.6% & that cash balances used in calculating the
estimates are reasonable.

Notes/Comments:

Work Paper Reference
Consultant Initial

Other Financing Sources & One Time Revenues

10. Validate any new Tax and Revenue Anticipation Notes (TRANs) issuance & confirm that the costs & repayment

I1.

12.

60

schedules are accounted for as well as any arbitrage earnings being reasonable. (If the district had a TRANS in the prior
year, determine if they used the cash, or only earn arbitrage).

Notes/Comments:

Work Paper Reference
Consultant Initial
Validate all Certificates of Participation (COPs) payments are accounted for. Also, validate any new COPs issuance &
confirm if the costs & repayment schedules were approved by the County & that the district is not relying on proceeds for

operating capital.

Notes/Comments:

Work Paper Reference
Consultant Initial

Are any significant one-time revenues budgeted for any account & are they reasonable (based on assumptions & compared
with prior years, i.e., estimated actuals & the historic unaudited actual data)?

Notes/Comments:

Work Paper Reference
Consultant Initial
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13. Evaluate any Other Financing Sources and ensure that other sources of funds are duly authorized and reflected in the
budget.

NOTE: The Adult Education Fund should have no Interfund Transfers-In, except for Lottery transfer from the
General Fund.

Notes/Comments:

Work Paper Reference

Consultant Initial

Certificated & Classified Salaries and Employee Benefits

14. Review the salary and benefit costs associated with staffing changes & class size adjustments.

Notes/Comments:

Work Paper Reference

Consultant Initial

15. Compare budgeted expenditures for salaries and employee benefits to prior year’s and test for reasonableness and impact
on district solvency.

Notes/Comments:

Work Paper Reference

Consultant Initial
Employee Benefits

16. Validate the rates used in projecting benefits for STRS, PERS, Social Security, Medicare, UI, & Workers’ Comp.

Notes/Comments:

Work Paper Reference

Consultant Initial
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17. Validate the assumptions used regarding the component costs of the health & welfare benefit packages, identifying self-
funded portions, & validating any applicable caps. Based on all of the above & compared to prior years, are budgeted
benefit expenditures reasonable? Verify that adequate reserves have been established for self-funded health and
welfare and Workers’ Compensation benefit plans as required in the most recent actuarial studies. Confirm that
supporting Actuarial Studies are current.

Notes/Comments:

Work Paper Reference

Consultant Initial
Retirement Packages or Offerings

18. Determine whether the district has taken new actions (i.e., Golden Handshake, etc.) that would significantly impact the
budget review or assumptions above.

Notes/Comments:

Work Paper Reference

Other Significant Expenditures (Object Accounts 4000 - 7000)

19. Validate any significant changes in on-going expenditures, e.g., energy related costs. Validate any significant one-time
expenditures, (e.g., one-time cap. outlay, or facilities improvements).

Notes/Comments:

Work Paper Reference
Consultant Initial

20. Confirm that all major obligations including COPs, lease-purchases, etc., are accounted for in the budget at the proper

amounts. Trace & verify Other Financing Uses.
NOTE: The Adult Education Fund should have no Interfund Transfers-Out.

Notes/Comments:

Work Paper Reference
Consultant Initial

Ending Balance Review
21. Verify that the estimated actual beginning balance matches the CDE’s/SMART Access (RPT-UA-1) Ending Fund Balance

Report for the prior year. Confirm that the estimated ending balance equals the budgeted beginning balance. Validate any
material changes in the component amounts as compared to the prior year (i.e., revolving cash, stores, etc.).
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22.

23.

24.

25.

Notes/Comments:

Work Paper Reference
Consultant Initial

Verify that the Reserve for Economic Uncertainties meets the required level & that there are no negative designated/
undesignated/unappropriated amounts. Confirm that fund balances are positive and at appropriate levels.

Notes/Comments:

Work Paper Reference
Consultant Initial

Verify that descriptions have been included for any designated amounts in Accounts 9720-9789. Review the Net Increase

(Decrease) in Fund Balance for reasonableness. Analyze deficit financing (total revenues vs. total expenditures incl.
transfers out & other uses).

Notes/Comments:

Work Paper Reference
Consultant Initial

Confirm that the district’s budget reflects a positive ending cash balance for 2002-03. Verify that funding sources are
identified and borrowing arrangements made to cover any cash shortfalls at the beginning of the year.

Notes/Comments:

Work Paper Reference
Consultant Initial

Confirm that categorical program funding deferred from 2002-03 to 2003-04 have been appropriated and reflected in the
budget.

Notes/Comments:

Work Paper Reference

Consultant Initial
Work Paper Reference
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PHASE 4

NOTES

I. The budget review process continues on the next several pages and addresses the budgets for all other
funds that the district/agency may operate. The reviewer must assure that each budget is reasonable
and acceptable.

II. There have been occasions where a fund, other than the General Fund, was in serious financial
condition and caused a district’s budget to be disapproved.

III. The reviewer should use the matrix that follows to review the budgets of all other funds. It provides
a series of check items, response boxes, and comment space for all current “SACS Reports.” Cells
that appear with shaded background indicate that a check item does not apply to a particular fund.
For any “SACS Report” that a district/agency does not have, simply mark “N/A” in the first box and
line out that section. Then proceed to the next fund.

IV. COMMENTS (Forms 09 — 97) Identify comments by fund number and review item number.
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4.YOU ARE NOW READY TO CONTINUE REVIEWING OTHER FUNDS BUDGET DATA

SACS Forms 09, 12, 13, 14, 15, 17, 18

District Name: SACS SACS SACS SACS SACS SACS SACS
Form Form Form Form Form Form Form
13 12 14 15 17 18 09

Special | School Bus
Cafe. Child Def. Pupil Reserve Emissions Charter

Fund Dev. Maint Trans Fund Reduction Schools
Fund Fund Fund (Non- Fund Fund
Cap)

District has fund?

2. Are budgeted revenues
reasonable based on
assumptions & when
compared to prior years?

3. Are budgeted
expenditures reasonable
based on assumptions &
when compared to prior
years?

4. Validate significant
one-time expenses, &
revenues, e.g., capital
outlay or facility
improvements.

5. Validate that all major
obligations, i.e., COPs,
lease-purchases, etc. are
included in budget & at
proper amounts.

6. Trace & verify Other
Financing Sources/Uses.

7. Are budgeted revenues &
expenditures reasonable
based on the above
validations & when
compared to prior years?

8. Validate that the
estimated actual
beginning balance
matches the CDE’s or
SMART RPT-UA-1
Ending Fund Balance
Report for the prior year.
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Confirm that the
estimated actual ending
balances equal the SACS
budgeted beginning
balances.

10.

Validate material changes
in the fund balance
components compared to
the prior year.

I1.

Are descriptions included
for any designated
amounts in accts. 9720-
9789 or SACS 9780?

12.

Review net increase
(decrease) in

fund balance for
reasonableness.

13.

Analyze deficit financing
(total revenues less total
expenditures, transfers
out, & other uses).

14.

Are the Criteria &
Standards satisfactory?

15.

If the multiyear
commitments analysis
is completed, what

is the long-term debt
commitment (indicate in
comments below)?

16.

Is there a revenue stream
to meet any long-term
debt commitment?

Additional Notes and Comments

66
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SACS Forms 21, 25, 30, 40, 35, 61, 63

District Name: SACS SACS SACS SACS SACS SACS SACS
Form Form Form Form Form Form Form
21 25 S30 40 35 61 63
tate

School Special County
Build- Cap. Building | Reserve. School Cafe. Enter-

ing Fac. Lease Fund Facilities | Fund/ prise
Fund Fund Purchase (Cap. Fund Account | Fund
Fund Projects)

District has fund?

2. Are budgeted revenues
reasonable based on
assumptions & when
compared to prior years?

3. Are budgeted
expenditures reasonable
based on assumptions &
when compared to prior
years?

4. Validate significant
one-time expenses
and revenues, e.g.,
capital outlay or facility
improvements.

5. Validate that all major
obligations, i.e., COPs,
lease-purchases, etc. are
included in budget & at
proper amounts.

6. Trace & verify Other
Financing Sources/Uses.

7. Are budgeted revenues
and expenditures
reasonable based on the
above validations &
when compared to prior
years?

8. Validate that the
estimated actual
beginning balance
matches the CDE’s or
SMART RPT-UA-1
Ending Fund Balance
Report for the prior year.

9. Confirm that the
estimated actual ending
balances equal the SACS
budgeted beginning
balances.
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10.

Validate material changes
in the fund balance
component compared to
the prior year.

I1.

Are descriptions included
for any designated
amounts in accts. 9720-
9789 or SACS 9780?

12.

Review net increase
(decrease) in

fund balance for
reasonableness.

13.

Analyze deficit financing
(total revenues less total
expenditures, transfers
out, & other uses).

14.

Are the Criteria &
Standards satisfactory?

15.

If the multiyear
commitments analysis
is completed, what

is the long-term debt
commitment (indicate in
comments below)?

16.

Is there a revenue stream
to meet any long-term
debt commitment?

Additional Notes and Comments

68
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SACS Forms 66, 67,71, 72,73

District Name:

District has fund?

2. Are budgeted revenues
reasonable based on
assumptions & when
compared to prior years?

SACS
Form
67

Self
Insur-
ance
Fund

SACS
Form
66

Ware-
house
Revolv-
ing
Fund

SACS
Form
72

Article
XIII-B
Fund

SACS
Form
73

Founda-
tion
Fund

SACS
Form
71

Retiree
Benefits
Fund

SACS
Form
19

Founda-
tion
Special
Reserve
Fund

SACS
Form
57

Founda-
tion
Perma-
nent
Fund

3. Are budgeted expenditures
reasonable based on
assumptions & when
compared to prior years?

4. Validate significant
one-time expenses
and revenues, e.g.,
capital outlay or facility
improvements.

5. Validate that all major
obligations, i.e., COPs,
lease-purchases, etc. are
included in budget & at
proper amounts.

6. Trace & verify Other
Financing Sources/Uses.

7. Are budgeted revenues and
expenditures reasonable
based on the above
validations & when
compared to prior years?

8. Validate that the estimated
actual beginning balance
matches the CDE’s or
SMART RPT-UA-1 Ending
Fund Balance Report for
the prior year.

9. Confirm that the estimated
actual ending balances
equal the SACS budgeted
beginning balances.

N/A
new
fund

N/A
new
fund

N/A
new
fund

N/A
new
fund

10. Validate material changes
in the fund balance
component compared to the
prior year.

N/A
new
fund

N/A
new
fund
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11.

Are descriptions included
for any designated amounts
in accts. 9720-9789 or
SACS 97807

12.

Review net increase
(decrease) in fund balance
for reasonableness.

13.

Analyze deficit financing
(total revenues less total
expenditures, transfers out,
& other uses).

14.

Are the Criteria &
Standards satisfactory?

15.

If the multiyear
commitments analysis
is completed, what

is the long-term debt
commitment (indicate in
comments below)?

16.

Is there a revenue stream
to meet any long-term debt
commitment?

Additional Notes and Comments
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Budget Review Checklist #3

SACS Forms 51, 53, 56

District Name: SACS SACS SACS
Form 51 Form 53 | Form 56
Bond Interest
& Tax Debt
Redemp-tion Override Service
Fund Fund Fund
1. District has fund? (Check lists.)
2. Are budgeted revenues reasonable based on assumptions &
compared with prior years?
3. Check Bonded Indebtedness against BAS figures for
reasonableness. (Districts will typically use prior year as the
estimate & must file a budget revision for the new BAS figures
prior to Budget.)
4. Check voted Indebtedness against BAS figures for
reasonableness. (Districts will typically use prior year as the
estimate & must file a budget revision for the new BAS figures
prior to Budget.)
Trace & verify Other Financing Sources/Uses.
Review net increase (decrease) in fund balance for
reasonableness.
7. Has the SACS Form 51A been filled-out correctly?
8. Has the SACS Form 53A been filled-out correctly?
SACS Forms 76, 95, 96, 97, CEB
Additional Notes and Comments
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District Name:

District has completed?

Validate proper completion by the district.

SACS
Form
76

Warrant/
Pass-Thru

(Optional)

SACS
Form
95

ASB

(Optional)

SACS
Form
96

General
Fixed
Assets
Acct.
Group
(Optional)

SACS
Form
97

General
Long-
Term
Debt

SACS
Form
CEB

General
Fund
Current
Expense
Formula
(Optional)

Is the district in a penalty situation?

bl el B A

Has the SACS Forms 76A & 95A been
filled-out correctly?

5. Has the SACS Form 96A been filled-out
correctly?

6. Has the SACS Form 97A been filled-out
correctly?

Additional Notes and Comments

OTHER ITEMS

¢ Validate that the SACS Forms SIAB/SIAA show that all Ins and Outs balance between all funds.
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Budget Approval Letter

Dear Mr. XX:

In accordance with Education Code Section 42127, we have examined the adopted budget of XXX
Unified School District for fiscal year 2003-04, to determine whether it complies with the standards and
criteria established pursuant to Education Code Section 33127.

On the basis of our review and analysis, we are satisfied that the district’s budget for fiscal year 2003-04
is consistent with the state-adopted criteria and standards. We hereby approve the district’s budget with
the following concerns.

Deficit Spending

The district is projected to incur operating deficits in the current year and two subsequent years. These
operating deficits mainly result from spending down of the carryover reserves from prior years. It is

our understanding that the district will analyze program needs and make additional budget cuts to avoid
deficit spending in 2004-05. Although the district is able to maintain the minimum required reserve, the
operating deficit cannot be eliminated in the immediate future and the fund balance is declining. It is
important that the district continues to closely monitor revenues and expenditures to ensure that it is able
to meet its financial obligations and the minimum reserve level required by the state.

Salary and Benefit Negotiations

The salary and benefit negotiations have not been settled for the current fiscal year and no salary
schedule increase is included in the current year budget. Upon settlement, please provide us a copy of
the Public Disclosure of Collective Bargaining Agreement. We would like to remind the district of the
requirements of Government Code Section 3547.5 and Assembly Bill (AB) 1200 on public disclosure of
collective bargaining

agreement. At least six working days prior to the date the District Governing Board will take action on
the proposed bargaining agreement, please provide us with an analysis of the cost of the settlement and
its impact on the operating budget.

Other Funds

The Cafeteria Fund, Deferred Maintenance Fund and Self-Insurance Fund incur deficit spending in
2002-03 and 2003-04. We are concerned that if these funds cannot be self-supporting, subsidies from
the General Fund will be needed. The district needs to continue to monitor the budgets of these funds
carefully to avoid encroachments from the General Fund.
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Budget Approval Letter

Conclusion

We urge the districts to carefully monitor their budgets and to be conservative in their projections.
Given California’s economic and political conditions, we anticipate less funding for school districts
in the future years. In addition, the probability of another round of mid-year budget cuts at the state
level cannot be totally disregarded. It is important to continue to be well-informed of events and other
developments affecting school districts and to be prepared to take appropriate actions to lessen the
impact on your district.

As a reminder, Education Code Section 42127(1)(4) requires the district to review, and if necessary,
revise its budget within 45 days of the Governor signing the annual Budget Act. Any revisions in
revenues and expenditures must be made available for public review.

We appreciate the cooperation and assistance provided by the district staff during the review process. If
you have any questions or concerns regarding our review process, please contact me at (XXX-XXXX).

Sincerely,

Superintendent

Superintendent of Schools
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Budget Disapproval Letter

Dear Mr. XX:

In accordance with Education Code Section 42127, we have examined the adopted budget of Sample
Joint Unified School District for fiscal year 2003-04, to determine whether it complies with the standards
and criteria established pursuant to Education Code Section 33127.

The District’s budget indicates that the District will not be able to meet its financial obligations,
including the minimum required reserve, in the current year and subsequent two years. The
district has initiated corrective actions to implement $4.5 million in spending reductions in

the past two years, and planned to make an additional $3.7 million in budget reductions in the
current year. However, the multiyear projections submitted show that the district will not be able
to restore its fiscal health in the immediate future. Because of this fiscal development, we are
very concerned about the solvency of the District and its ability to meet its multiyear financial
commitments.

On the basis of our review and analysis, we have concluded that the District’s June 24, 2003 budget for
fiscal year 2003-04 is not consistent with the state-adopted criteria and standards. We hereby disapprove
the District’s budget.

Basis for Determination of Disapproved Budget

Below Minimum Reserve for Economic Uncertainties

The District’s budget was submitted with a General Fund ending balance of $264K, of which $17K is
designated for economic uncertainties. The unrestricted reserve, therefore, is approximately $2.6 million
short of the 3% minimum recommended by the State.

Deficit Spending

Despite substantial spending reductions incorporated in the budget, the District will be deficit spending
for fiscal year 2003-04. This operating deficit results mainly from the large encroachments on
unrestricted funds by the restricted programs.

Special Education Encroachment

The Special Education encroachment increased $1 million in the prior fiscal year. The District has
hired a specialist to review the Special Education program and make recommendations on expenditure
reductions. We are concerned that the budget may not accurately reflect the Special Education
encroachment, and any negative adjustments to this program will have an adverse fiscal impact on the
District.
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Average Daily Attendance (ADA)

The District’s projected ADA may be overestimated in the budget. In response to our budget review
letter, the District reevaluated the ADA projection and felt that it is appropriate to be more conservative
in the enrollment projection. Based on the revised ADA projection, the General Fund may end with a
negative balance in the current fiscal year.

Salaries and Benefits

Salary and benefit negotiations have not been settled for certificated and classified employees. Because
of the District’s financial position, we are concerned that the District will not be able to sustain any
salary increase unless further substantial adjustments in the budget are made.

Multiyear Projections (MYP)

The multiyear projections submitted indicate that the District will not be able to meet the 3% minimum
required reserve for two subsequent years. The reserve for economic uncertainties will continue to fall
short of the minimum requirement by approximately $1.6 million in 2004-05 and $1.4 million in 2005-
06. The District must continue to take corrective actions to restore the fiscal health of the District.

The District has projected COLA increases for revenue but has not estimated any COLA increase for
salaries and related benefits for two subsequent fiscal years. Since salaries and benefits are a major
component of the District’s budget, any COLA increase in salaries will have a significant financial
impact on the District and further adjustments will be needed to balance the budgets in future years.

Other Funds

We are concerned about the following funds that may have an impact on the financial position of the
District:

* The Cafeteria Fund is projected to incur deficit spending and the fund balance declines
substantially in 2003-04. The Self-Insurance fund balance also has declined significantly
since 2001-02. We are concerned that if these funds cannot be self-supporting, subsidies
from the General Fund will be needed.
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Budget Disapproval Letter

The revenues and expenditures for Building Fund, Capital Facilities Fund, County School
Service Fund and Foundation Trust Funds are currently under review by the District and
some of the budget data is not included in the 2003-04 budget. In addition, the District was
not able to provide updated salary projections on the Deferred Maintenance Fund and Capital
Facilities Fund because some of the part-time classified salaries are shown as full-time due
to a conversion error in the computer system. In its reply to our review letter, the District
advises that the budget information for these funds will be submitted with the revised budget.
In order to evaluate the overall fiscal health of the District, it is important that the budget
information be complete to reflect the true financial position of the individual fund.

Other Concerns

The reduction of District level administrative and support staff continues to be a concern. We
understand the Board’s commitment to cut as far from the classroom as possible. However, we are
very concerned that the District does not have sufficient administrative and support staff to ensure the
development of its fiscal recovery plan and that budget reductions are fully implemented and closely

monitored.

Next Steps

What follows is a description of the next steps to be taken.

1.

The District must revise and readopt its budget by September 8, 2003, addressing our
concerns and incorporating the latest information from the Governor’s signed budget and
reflecting the necessary changes in projected revenues and expenditures. In addition, the
District must provide the County Superintendent’s Office with a multiyear projection for
2004-05 and 2005-06 demonstrating the District’s ability to meet its financial obligations and
the state-required minimum reserve levels.

The County Superintendent’s office will reevaluate the revised budget and determine whether
that budget will be approved or disapproved.

Until the District’s budget is approved, the District will use the proposed budget for the
2003-04 fiscal year as a working budget.

Conclusion

It is imperative that the district continues to carefully monitor and evaluate its revenues and expenditures
to attain full recovery. It is likewise crucial for the governing board to follow through on the district’s
plans and commitments to fully implement the proposed budget reductions to ensure the fiscal solvency
of the district.

We understand that the District has a Board meeting scheduled for August 19, 2003 to adopt additional
reductions. We appreciate the fact that the District continues to attempt to address its fiscal condition.
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However, unless the District is able to demonstrate that they have addressed all our concerns, we will
invoke the provisions of Education Code Section 42127.6 and will appoint a fiscal advisor to provide
management assistance and fiscal crisis intervention to the District.

The County’s District Business and Advisory Services department will continue to work collaboratively
with the District staff to facilitate the budget development process and continue our cooperative
relationship with the District. If you have any questions or concerns regarding our review process,
please contact me at (XXX-XXXX).

Sincerely,

Superintendent

Superintendent of Schools

78 P-005 » Budget Review « 1/2009



Budget Review Scenarios

The following scenarios and discussions illustrate how some counties have handled the review of

budgets and interim reports in various situations.

Scenario

Discussion

Budget Review:

*  The district meets the required designation for
economic uncertainty in the budget year, but does not
have any additional unappropriated fund balance. The
district hasn’t settled negotiations or included any
funds for salary increases in the adopted budget.

*  What if the district settles in September for an
amount that reduces the designation for economic
uncertainty to 50% of the required amount?

Budget is approved with comment that the district will
need to make budget cuts for the amount of any salary
settlement. District must include step and column, but
isn’t required to budget for salary increases until they
settle.

Inform the district that they need to make cuts by first
interim.

*  The district meets the required designation for
economic uncertainty in the budget year, but does not
have any additional unappropriated fund balance. The
district hasn’t settled negotiations, but has included a
small amount for salary increases. You don’t consider
the amount included for salary increases reasonable,
e.g., state COLA is 3.5% and the district has included
0.5% for salary increases.

Budget is approved with comment that if the district
settles for more than the amount included in the budget,
the district will need to make cuts. As long as district
meets designation and hasn’t settled, the budget is
approved.

»  The district meets standards for approving the
budget, but has a significant operating deficit in the
unrestricted general fund. The district has a small
amount of unappropriated fund balance that will
cover a reasonable salary increase in the budget year,
e.g., state COLA is 3.5% and 3% is available to cover
salary increases.

* Inthe MYP, the district has included projected
COLA:s in the revenues, but no funds for step and
column or salary increases.

Approved with comment about deficit spending.

The county needs to evaluate the operating deficit to
determine if it appears that it will continue in the future.
If the district is able to meet the required reserve for the
budget and two subsequent years, county would approve
with “cautionary” language in the letter about deficit
spending.

Budget is disapproved if the district does not include step
and column in the multi-year projection and adding these
amounts reduced the designation below the required
amount.

One county said they would approve the budget if there
were a reasonable explanation of how the district would
fund the COLA, e.g., trhough retirement savings or
planned vacancies.
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Scenario

Discussion

The district meets the required designation for
economic uncertainty in the budget and subsequent
years. In the budget assumptions and power point
presentation given to the district board at the time
of budget adoption, the district states that they have
set aside a reserve amount to fund a 2% salary
COLA. The district has a designated component of
fund balance in the budget year to cover the first
year cost of the COLA, however, the COLA is not
included in the MYP future years as either salary or
as a designated fund balance and the district has no
unappropriated fund balance in the subsequent years

Budget is approved. County office would include
language in the approval letter stating that there were
not adequate funds set aside to fund the COLA in future
years or the county would require the district to readopt
the MYP and include the COLA.

Once the district gives a raise, they are notified they will
need to make cuts.

The district meets the required designation for
economic uncertainty in the budget and subsequent
years. The district revenues are increasing due to
projected 10% ADA growth, however, the salaries
and mandatory benefits in the budget year and MYP
include only step and column increases but no
increases for growth positions.

District was required to go back to board and readopt
an amended budget. If the district hadn’t done this, the
county would have disapproved the budget.

The district meets the required designation for
economic uncertainty in the budget and subsequent
years. In reviewing the MYP it is noted that the
4XXX object codes drop significantly from the
budget year to the subsequent years. When asked for
an explanation for the significant change the district
responds that it has “stashed” a significant dollar
amount in the 4XXX object of the budget for future
salary COLA increases. When excluding the amount
disclosed as “stashed” COLA, the remaining 4XXX
amount appears reasonable based upon historical
expenditures and known changes. What if anything
do you do?

Budget was approved. County documented the problem
in their files.

The district meets the required designation for
economic uncertainty in the budget and subsequent
years. In reviewing the reasonableness of the budget
year salaries, it is determined that the salaries are
understated by 10% ($8 million). How would you
deal with this situation, would it make a difference if
the district had adequate unappropriated fund balance
in the budget and future years to cover the error in the
salary budget?

District was required to go back to the board and readopt
an amended budget. If the district hadn’t done this, the
county would have disapproved the budget.
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Scenario

Discussion

»  The district meets the required designation for
economic uncertainty in the budget and subsequent
years. The district had step and column and projected
COLA (unnegotiated) increases in salaries, however,
they did not include increases in mandatory benefits
related to the COLA increase. How would you deal
with this situation, would it make a difference if the
district had adequate unappropriated fund balance in
the budget and future years to cover the error in the
mandatory benefit budget?

Yes, county would approve budget but put language in
the approval letter that the benefits were under budgeted

*  The district meets the required designation for
economic uncertainty in the budget and subsequent
years; however, in reviewing the expenditures and
related assumptions you note that they have included
a 3% reduction in salaries due to essential elimination
of extra time and overtime. In discussion with the
district, they state that the sites have gotten out of
control in these areas because there is not an adequate
system to prevent it and they are telling the sites
to stop, however, there has been no change in the
system to prevent it. Without the 3% cut, the district
would not meet the required reserve for economic
uncertainty.

County only accepted one-third of the reduction in
overtime. District was required to go back to the board
and readopt an amended budget. If the district hadn’t
done this, the county would have disapproved the budget.

First and Second Interim Reports:

*  Are there any circumstances under which you
would allow the district a positive certification if the
fund balance is below the required designation for
economic uncertainty?

Several counties said no.

Several counties said yes, if the district made the cuts
by the next reporting period and had a detailed recovery
plan. District must convince the county that they will
follow through.

*  Would you approve a positive certification if the
MYP has included projected COLAs in the revenues,
but no step and column or salary increases?

Districts must include step and column in the MYP, but
they are not required to budget anything for salaries
unless they have settled. Approval letter should point
out that COLA was included in the revenues, but not in
salaries.

*  Would you approve a positive certification if the
projected salary increases in the MYP are 50% or
less of the projected COLA and there is no additional
unappropriated fund balance for a larger raise?

Yes
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P09 The Unaudited Actuals

I OVERVIEW

Background Information

A. Each school district is required to prepare year-end financial statements on forms that are
prescribed by the State Superintendent of Public Instruction (SPI).

1. The forms prescribed by the SPI are the “Unaudited Actuals.”

2. With the implementation of the standardized account code structure (SACS), the
“Unaudited Actuals” are extracted by state software directly from the district’s gen-
eral ledger.

B. The “Unaudited Actuals” are periodically enhanced to allow the California Department of
Education (CDE) to obtain more financial information.

For example, for the 2001-2002 fiscal year, the CDE provided an additional software
module to assist in the preparation of the entries required to convert the fund financial
statements to the district-wide financial statements to comply with GASB 34.

C. The “Unaudited Actuals” are used as the basis for the financial statements prepared as a
part of the district’s annual audit report; these forms are the trial balance used to prepare
the district’s audited financial statements.

II. COUNTY OFFICE RESPONSIBILITIES
A. Responsibilities of the County

1. Education Code Section 42100 requires the county superintendent to verify the math-
ematical accuracy of the “Unaudited Actuals” and submit the forms to the SPI.

2. Inthe early 2000s, school districts converted to the SACS. This allowed the districts
to use the software provided by the CDE to extract the financial data directly from
their financial software into the forms for the “Unaudited Actuals.”

a. This automated process and the technical checks built into the CDE software
eliminated the mathematical errors that were common when the forms were pre-
pared manually.

b. This automation has eliminated the county’s need to verify the mathematical
accuracy.

* Minor revisions 2/2015 in keeping with implementation of the Local Control Funding Formula
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3.

AB 1200 created new responsibilities for county offices of education. AB 1200
requires the county to periodically monitor the financial position of the districts in the
county.

a. This requirement also creates the need for counties to review the “Unaudited
Actuals” to determine that the district’s financial position has not deteriorated
since the new year’s budget was approved.

b. If the “Unaudited Actuals” show deterioration in the district’s financial position
that adversely impacts the budget that was approved, the county may need to take
action before the first interim reporting period.

AB 1994 added the requirement for charter school financial reporting effective for
fiscal year 2003-04 and beyond. Charter schools may choose to submit their financial
data either in the SACS format or in the alternative form prescribed in regulations.
Each charter school is required to submit their financial data to their authorizing LEA
on or before September 15. The reports are then reviewed for mathematical accuracy
by the COE and then submitted to the California Department of Education.

B. Calendar

Month Activity

¢ On or before October 15, the county superintendent must verify the
October mathematical accuracy of the “Unaudited Actuals” and transmit a copy of
the reports to the SPI. Effective with submittal of 2005-06 data, the CDE will
accept submissions solely through eTransfer.

III. DETAILED PROCEDURES

A.

County offices of education will exercise their authority to monitor the solvency of the
districts in the county in different ways.

The review of the “Unaudited Actuals” is not an audit. The review should focus on:

1.

Ensuring that the ending fund balance in all funds has not deteriorated from the
beginning fund balance that was used in the review of the adopted budget.

Determining if there are any significant changes between the unaudited actuals and
the projected unaudited actuals (on which the review of the budget was based). This
may indicate a problem in the adopted budget.
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3. Determining if any action is needed before the first interim reporting period, including
those specified under Education Code 42127.6 where fiscal health is identified to be at
risk (i.e., in those instances where the fund balance of one or more funds has deterio-
rated significantly or the unaudited actuals indicate problems in the adopted budget).

4. Ensuring that the county has data that it can upload to the CDE.

C. Included in this section are three sample forms (checklists) that county offices of
education use to review the unaudited actuals.

IV. LEGAL CITATIONS
Education Code

* Section 42100

Attachments referenced in this section are contained in the electronic version of this manual, which
may be viewed and downloaded at www.fcmat.org.
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Unaudited Actuals Checklist
#1

Name of the District:

Initials

Date

Comments

Reviewer
Date Review Began
Date Review Completed

Correspondence:

Letter to district with technical corrections.
Approval letter sent to the district.

Items to Complete Review:

Unaudited Actuals and Diskette

Prior Year Unaudited Actuals

Prior Year Audit Report

June 30 Cash Reconciliation

Local Control Funding Formula prepared by county office
Online P-2 and Annual Attendance Reports

Online Property Tax Report - Annual

Budget for the current fiscal year

Form CA

Verify that the form contains original signature.
Verify that the date of the board meeting is after the date

printed on the submitted forms.

TRC - Technical Review Checklist

Re-extract the TRC and compare to printed copy.

Determine that there are no Fatal (F) exceptions.

Determine that all (W) and (WC) exceptions are
adequately explained.
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#1
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Form
Number

01

09

11
12
13

14
15
17
18

19
21

25
30
35
40
51

53
56
57
61

63
66
67
71

72

73
76

How to Use This Form

.
.

Put a check mark in each box confirming that you have performed the step.

P-006 « The Unaudited Actuals « 1/2009



Unaudited Actuals Checklist
#1

The easiest way to use the form is to eliminate all lines (form numbers) that you won’t need prior to
starting your review.
Notes:

(1) This step is only performed if the review is done from the hard copy reports submitted by the
district.

If the review is done from reports printed from the diskette, this step is N/A.
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#1

Complete

Comments

Schedule for Categoricals Subject to Deferred Revenue
(State and Federal)

Compare the grants on the schedule to the grants on the
schedule from the prior year to determine that all grants are
included on the schedule.

Determine that any new state grants are included on the
schedule.

Determine that the prior year carryover (line 1) agrees to the
carryover on line 15 from the prior year’s schedule.

Determine that the deferred revenue on line 5 agrees to the
deferred revenue on line 13(a) of the prior year’s schedule.

Determine that the schedule has been correctly prepared.

Determine that the total of line 13(a) agrees to the deferred
revenue reported in account 9650 of the restricted general
fund. Note: some of the deferred revenue may also be
included in other funds.

Schedule for Categoricals Subject to Restricted Ending
Balance (State and Federal)

Compare the grants on the schedule to the grants on the
schedule from the prior year to determine that all grants are
included on the schedule.

Determine that any new state grants are included on the
schedule.

Compare the prior year’s restricted ending balance (line 13)
agrees to line 1 on the current year’s schedule.

Determine that the schedule has been correctly prepared.

Determine that the total of the restricted ending balance
on the schedule agrees to the ending fund balance in the
restricted general fund (unless some of the grants are
accounted for in other funds).
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#2
County Office of Education
Business & Advisory Services
Unaudited Actuals Review
Fiscal Year 2002-03
District: xxx Unified School District

CDS Code: 00-00000

Reviewed
By:

SUMMARY OF REVIEW AND RECOMMENDATIONS

Unaudited actuals verified.

Returned to district for corrections.

Ready for submission to CDE.

COMMENTS - NOTES

Technical Review Checks

Completed and exceptions annotated.

Verify accuracy and appropriateness of
explanations.

Form SIAA - Summary of Interfund Activities

Do all Transfers In equal Transfers Out?

Verify appropriateness of interfund transfers.

Form A - Average Daily Attendance

P-2 column compared to J-18/19.

Annual column compared to J-18/19 (if
available) or reasonable.

Form 51 - Bond Interest and Redemption Fund

Obtain and insert Form 51 and Form 51A
(marked BAS) into binder.

Ensure that districts have printed copies.

Enter data onto district disk or imported file.

Rerun Technical Review Checks and put printed
copy (marked BAS) into binder.

Add updated 51, 51A, TC and TR files to
district disk or imported file

prior to exporting to CDE.
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Unaudited Actuals Checklist

#2

[Form ASSET - Schedule of Capital Assets

Compare to latest audit report.

Verify the reasonableness of the “Increases”
column with the 6000 accounts

for all appropriate funds.

Determine the reasonableness of the
“Accumulated Depreciation” section and

“Decreases” column.

Form DEBT - Schedule of Long-Term Liabilities

Compare to latest audit report and multi-year
commitments on C&S.

Determine reasonableness of the “Increases”,
“Decreases” and

“Amounts Due Within One Year” columns.

Verify that long-term debt of all funds is
included.

[Form CSR - Class Size Reduction, Grade 9 (Resource 1200)

Compare revenue to the CSR revenue entered
on the Form OIR.

Form CEA - Current Expense Formula / Minimum Classroom
Compensation

Verify that percentage meets requirement of Ed Code.

Compare percentage to prior year for
reasonableness.

10
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Unaudited Actuals Checklist
#2

[Form CAT - Categorical Programs Subject to Deferred Revenues / Restricted Ending
Balances

If district is not using state software, determine if the schedule has

been correctly prepared.

Form CAT Grants

Compare line 5 to audited PY deferred revenue for each program.

Compare total of line 13a for all programs to object 9650 (Def Rev)
in Form O1.

Compare line 16 for all programs in each revenue object to Form O1R revenues.

Form CAT Entitlements

Compare line 1 to audited PY restricted balance for each program.

Compare line 9 for all programs in each revenue object to Form 01R
revenues.

Determine that total of line 13 for all programs
is included in the Form 01

legally restricted balances in the fund balance.

State Mega-Item Programs

Determine that line 2b adjustments net to zero
for all grants and entitlements.

Determine that the Mega-Item block grant is
100% allocated to state programs.

Form ICR, PCR, PCRAF (Indirect Costs)

Determine that total expenditures and other uses
in Form 01 equal

General Fund expenditures in col. 6, Form
PCR.

Compare indirect cost rate to prior year for
reasonableness.

Form TRAN (Transportation)

Verify that the Home to School Transportation
revenue in Form 01 is less than

the approved transportation expense shown in
Form TRAN in Line K.

Verify that the Special Education Transportation
revenue in Form 01 is less

than the approved transportation expense shown
in Form TRAN in Line K.

P-006 « The Unaudited Actuals * 1/2009
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Unaudited Actuals Checklist
#2

Form ROP - Regional Occupational Program
Verify that the transfer out from the General
Fund to the ROP equals ROP

revenue and the amount recorded as a transfer
in by the ROP (for JPAs only).

Verify that ending balance and capital outlay and equipment replacement
reserve meet requirement of Ed Code 52321.

Charter School Financial Reporting Status Form

Verify that the form is completed.

Determine that the reporting status indicated in
the form agrees with

SACS financial information.

NOTES AND COMMENTS:
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Unaudited Actuals Checklist

#2 Unaudited Actuals Review , Fiscal Year 2002-03
District: CDS Code: Reviewed By: Date:
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Form Number
1| 9| 11| 12] 13| 14] 15| 17| 21| 25| 30| 35| 40| 51| 53| 56| 57| 61| 67| 71| 72 95
Compare hard copy of

reports to diskette.

Compare amounts to
district financial statements

Verify proper posting of
beginning balances and all
audit adjustments.

Check for negative fund
balance or negative
unappropriated fund
balance.

Determine any adverse
impact of the unaudited
actuals ending fund balance
on the adopted budget.

Determine reasonableness
of the components of
ending fund balance.

Compare account 9110 to
the 6/30 cash reconciliation
and note any negative cash
balance

Determine reasonableness
of revenue and expenditure
accounts in the current
year budget based on

comparison with unaudited
actuals.

Check findings and actions
pending from review of
budget , prior year actuals
and interim reports.

Comments

P-006 « The Unaudited Actuals * 1/2009



14

P-006 « The Unaudited Actuals « 1/2009



Unaudited Actuals Checklist
#3

DIVISION OF BUSINESS ADVISORY SERVICES

Financial Management Services

Solvency Evaluation Work Program

20XX-20XX UNAUDITED ACTUAL REVIEW
Executive Summary and Approvals

DISTRICT NAME:

BAS REVIEW RESULTS: (1 Approved

Evaluation Summary

(d Letter Completed

Review and Certification
Consultant

Concurrent Review
Financial Advisory Services Officer

Review and Approval
Assistant Director, Financial Management Services

Approval (if letter is required)
Director, Division of Business Advisory Services

P-006 « The Unaudited Actuals * 1/2009
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Signature Date
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Unaudited Actuals Checklist
#3

20XX-20XX UNAUDITED ACTUAL WORK PROGRAM
FOR REVIEWING THE SACS REPORT SERIES

LR R R R R L R R R R R R R R L S R R R R R S R R R R S S R R R R TR R S R R R R R S R R R R R S S R R R R R R R R

DISTRICT NAME: District CDS No.

LEA Contact Person: Telephone No.

sk sk sk sk sk sk sk sk sk sk sk sk skeosk sk skeosk sk s sk sk s sk sk skeosk sk skeosk sk sk sk sk sk sk sk skeosk sk sk sk sk sk sk sk skosko sk skeosk sk skosk sk sk sk sk sosk sk sosk sk sk sk sk sk sk skoskoskeskoskokeoskokoskoskokokoskok
CHECK-IN PROCESS

The log-in process begins in September. The following individuals will be responsible for doing initial check-ins:

Person Completing Check-in:

1. Date Unaudited Actual received

RECEIVED
2. Validate each of the following items:
a. Two hardcopies received d YES a NO
b. One disk received with all of the following listed on it:
« full district name - not initials for district’s name - spell out (d YES 1 NO
* the report title, i.e., SACS 2002—03 Unaudited Actuals. 1 YES d NO
* the district’s CDS code O YES a NO
* date disk was received should be stamped d YES a NO
* if any of above information is not on the disk, add as needed 1 YES a NO
3. Disk Check:
e Scan and stamp the disk for viruses, stamp and check off: d YES d NO
e Verify official export d YES d NO
4. Verify for proper original signature, date received, and
contact person listed on SACS Form CA d YES d NO

A. The unaudited actuals with original signature from the clerk/secretary of the district’s Board with
adoption date, is then:

» date stamped d YES d NO
* numbered the same as its jacket 1 YES d NO
* logged in on the master record 3 YES d NO
* stamped “UNAUDITED ACTUALS and either “COPY” or

“ORIGINAL” as appropriate d YES d NO
*  Checked to see that “used/not used” is marked for all proper

funds on SACS TC (See BLUE Notebook fund lists) d YES d NO
*  Checked for complete contents as shown on SACS TC 4 YES ad NO

(Corrections must be marked in red on the budget jacket sheet.)
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Unaudited Actuals Checklist
#3

Validate that the following forms were received:

o Form STAA
o Form CEA
o Form CAT

Call immediately on any missing forms. Note in red on the jacket.

L]

List all missing forms for any appropriate funds not received:

L]

Date missing items are received, (note on the jacket)

*  Technical Review Checklist (TRC) is received and complete.

B. All funds are checked for negative beginning/ending balance.
(Validate against the TRC comments.) List any funds with
negative balances and report immediately to Chris and to the
consultant for discussion with District/LEA.

Negative Funds:

. Validate that the disk & hardcopy agree. Numbers, totals, etc., must match.

C
D. TRAN Report Review (Given to Diya)
E. Check-in person calls district for any missing documents:

* Date(s) called

1 YES

1 YES

1 YES
1 YES

» District contact person

» Items Requested

District’s/LEA’s Response:

Date check-in completed

Accounting/Operational Technician initial

Place this form, with the unaudited actuals and give to the consultant assigned to the district.
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Unaudited Actuals Checklist
#3

UNAUDITED ACTUAL REVIEW

All unaudited actual reviews are to be completed no later than October 15, 2003. Discuss problems/concerns with
district business officials. It is important to DISCUSS POTENTIAL MAJOR PROBLEMS WITH EMMANUEL
AND CHRIS PRIOR TO CALLING THE DISTRICT.

BAS Staff Completing the Budget Review:

PHASE 1
Perform the following tests:
1. Review the results of the initial check-in. 3 YES
2. Call the district if any items are still missing & verify that they are coming in ASAP. 3 YES

(NOTE: The responsibility of getting missing documents or information ultimately
rests with the consultant.)

3. Confirm if there are any negative balances. If so, notify Emmanuel & Chris immediately. 3 YES
4. Review cover letters and/or narratives 3 YES
5. Review the Technical Review Checklist for exceptions 3 YES

NOTES

I When SFS staffer begins review, they will call BAS so you are both working on same district.

I Any corrections made by the Consultant should be noted in red on the unaudited actuals and on the jacket,
and may require consultation with SFS. The district staff authorizing the changes must be noted along with the
date and time of authorization. A revised disk request must be coordinated with SFS for unaudited actuals
as they only want one revised disk.

III If a correction will result in a change to the fund balance, the district’s governing board should be
notified.

IV If you have any concerns about the information submitted by the district, request additional information from
the district in sufficient time to meet the review deadline.

PHASE 2

FISCAL SOLVENCY/CREITERIA AND STANDARDS REVIEW
1. Verify each item on the Technical Review Checklist for accuracy and reasonableness. Verify that the

official export file does not reflect fatal errors and that warnings are reasonably explained. Comment on
necessary actions as appropriate.

Notes/Comments:

Work Paper Reference

Consultant Initial
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Unaudited Actuals Checklist
#3

2. Verify that the various SACS Form, including CA, SIAA, A, RL, L, CFA, CAT, PCRAF, PCR, ICR, DEBT,
ASSET, TRAN, DAY, CSR, ROP and CORR have been completed as applicable and are technically correct.
Comment on any missing and incomplete reports.

Notes/Comments:

Work Paper Reference
Consultant Initial

3. If the District has a charter school(s) did it submit the unaudited actuals for the charter school on a
separate fund and was this information submitted in the electronic format required by the CDE? (yes/

no)

3a For districts with charter schools that are locally funded, verify that the sum of object codes 8015 plus
8480 equal object code 7299 in the district’s General Fund.

Object 8015 Object 8480 Sum
8015 & 8480 Object 7299

3b For the District’s charter school(s), compare the amount in object code 7280 against the amount
reported in the In Lieu of Property Tax Summary (provided by Marlene). Any shortage in object code
7280 as compared to the amount reported in the In Lieu of Property Tax Summary represents a district
liability to the charter school(s).

Object 7280 — In lieu Property Tax = (Shortage)/Excess

Notes/Comments:

Work Paper Reference
Consultant Initial
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Unaudited Actuals Checklist
#3

4. Verify that the 2002-03 beginning balances for all funds are the same as the 2001-02 unaudited actuals
ending balance reported to the CDE (see attached UA-1 Report).

Notes/Comments:
Work Paper Reference
Consultant Initial
5. For all funds compare 2002-03 unaudited ending balances to estimated 2003-04 beginning fund balances.

Note and comment on significant differences. Refer to the SMART UA-1 Report.

Notes/Comments:
Work Paper Reference
Consultant Initial
6. Test and verify that available reserves are not less than the required percentages as applied to total

expenditures, transfers out and other uses, except as provided for in Education Code Section 33128 and
include exceptions in the unaudited actuals letter. Note any negative impacts of excessive contributions
to restricted programs, unsettled collective bargaining negotiations, adjustments for overstated ADA, and
deficit spending on the Districts REU. If the District is the Special Education Administrative Unit for
its SELPA, remember to factor the pass-thru funds into your calculation. If the REU is below what is
required for this District, note in unaudited actual letter. Confirm that the District’s revenue allocations
from it’s SELPA (as applicable) is accurately reflected in the unaudited actuals.

Notes/Comments:
Work Paper Reference
Consultant Initial
7. Review Fund Balances. Verify that for each fund the ending 2002-03 fund balance was positive. Analyze

and note the status of other funds that have negative fund balances at the end of the fiscal year. Verify
and confirm that all inter-fund borrowing was repaid with the required time frame per EC Section 42603.
Not impact of any understatement or outstanding repayments on the unrestricted General Fund Ending
Balance and Reserves.

Notes/Comments:

Work Paper Reference
Consultant Initial
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Unaudited Actuals Checklist

#3
8. Verify that the general long-term debt balance as of July 1 reported on the Form DEBT agrees with the
general long-term balance as of June 30, 2002. Note any discrepancies.
Notes/Comments:
Work Paper Reference
Consultant Initial
9. Review the net increase/(decrease) in each fund balance for reasonableness as compared to estimates
submitted with the 2003-04 budget. Analyze and determine the cause of major differences.
Notes/Comments:

Work Paper Reference
Consultant Initial

10. Review the District’s 2001-02 Annual Audit for outstanding solvency-related findings concerns. Note
any audit comments about reserve levels. Verify and confirm that audit adjustments noted in 2001-02
annual audit report were made and are reflected in 2002-03 unaudited actuals. Note any concerns in
the Unaudited Actuals letter.

Notes/Comments:

Work Paper Reference

Consultant Initial

I1. Verify that the District’s SACS Form 51 (Bond Interest and Redemption Fund) ties to the form prepared
by the County Auditor/Controller. If there is a difference, ask the District to submit a corrected copy.

Notes/Comments:

Work Paper Reference
Consultant Initial
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Unaudited Actuals Checklist
#3

12. Verify that no entries have been made on improperly designated lines in the SACS Report or improperly
added lines. Comment on any discrepancies.

Notes/Comments:
Work Paper Reference
Consultant Initial
PHASE 3
IF CORRECTIONS ARE NEEDED FROM THE DISTRICT
13. SFS will coordinate with consultants and one call will be made to the district. SFS fills out the correction
form.
Notes/Comments:
Consultant Initial
14. SFS will send the form to the district and a copy to BAS--putting copy in jacket.
Notes/Comments:
Consultant Initial
15. SFS will check the response (both on paper and on the disk) when it comes back from the district to

make sure it is correct, virus free, and will then run a new TRC. SFS will date stamp disk, mark it
“Revised” x-out the old disk and validate the Name, CDS Code & title “2002-03 Unaudited Actuals™ is
on the disk.

Notes/Comments:

Consultant Initial
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Unaudited Actuals Checklist
#3

16. Receive “original” Unaudited Actuals, and certified disk back from SFS with SFS certification.

Notes/Comments:

Consultant Initial
17. Transfer any notes from BAS copy of the Unaudited Actuals to the SFS original.

Notes/Comments:

Consultant Initial

18. Once the consultant is sure everything is correct, the consultant runs a final TRC, consolidates exported
files on a disk, and gives everything back to

Notes/Comments:

Consultant Initial

P-006 « The Unaudited Actuals * 1/2009
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Unaudited Actuals Checklist
#3

PHASE 4

PREPARATION FOR SENDING DATA TO CDE

19. Richard/Anna prepares documents and disks for the CDE and pulls original certifications.

Notes/Comments:

Initial
20. Richard/Anna mails to CDE and makes copies for SFS.
Notes/Comments:

Initial
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P-007 Interim Report Review

Date Revised: 1/2009*

I OVERVIEW

A. Education Code Section 42130 requires each school district to submit two interim
financial reports to the governing board:

1. First Interim Report — For the period ending October 31.
2. Second Interim Report — For the period ending January 31.
B. The interim reports are prepared on state-approved forms.
C. The governing board of each school district is required to:
1. Approve the reports no later than 45 days after the close of the period being reported.

2. Certify in writing within 45 days after the close of the period being reported, whether
or not the district is able to meet its financial obligations for the remainder of the
fiscal year and, for the subsequent fiscal years.

3. There are three possible certifications:

a. Positive — The district will be able to meet its financial obligations for the current
fiscal year and subsequent two fiscal years.

b. Qualified — The district may not be able to meet its financial obligations for the
current fiscal year or subsequent two years.

c. Negative — The district will be unable to meet its financial obligations for the
remainder of the year or the subsequent fiscal year.

4. File a copy of the certification page and the interim report with the county superinten-
dent of schools.

II. COUNTY OFFICE RESPONSIBILITIES
A. Responsibilities of the County

1. Education Code Section 42131 requires the county to obtain a copy of the interim
report and the certification for each district.

a. If the county office of education receives a positive certification when a qualified
or negative should have been filed, the county is authorized to change the certifi-
cation to qualified or negative.

* Minor revisions to sample forms 2/2015 in keeping with implementation of the Local Control Funding Formula
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P-007

Date Revised: 1/2009

Interim Report Review

b. If the county office changes the certification, the county office must notify the dis-

trict governing board and the Superintendent of Public Instruction (SPI) no later
than 75 days after the period being reported.

The county office of education is required to send copies of the certifications and
reports in which the governing board is unable to certify unqualifiedly (positive
certification) that the financial obligations will be met to the Controller and the
SPI with a completed transmittal form provided by the SPI.

2. Education Code Section 42131 requires the county superintendent to report to the
Controller and the SPI whether each district under their jurisdiction has provided the
required certification and the type of certification for each district.

a.

The form for reporting to the Controller and the SPI is at: www.cde.ca.gov/fg/fi/ir/
documents/noticeofintermcert.doc

The county superintendent is also required to submit their comments on those
certifications, and report any action proposed or taken to the Controller and the
SPI within 75 days after the close of the reporting period.

3. Education Code Section 42131 provides for an appeal process if the district does not
agree with the change in the certification.

a.

The governing board must submit the appeal to the SPI regarding the validity of
the change no later than 5 days after the school district receives the notice from
the county superintendent of the change in the certification.

The SPI must determine the certification that will be assigned to the district no
later than 10 days after receiving the appeal. The SPI must then notify the district
governing board and the county superintendent.

4. Education Code Section 42127.6 provides authority to the county superintendent if at
any time they determine that a district may be unable to meet its financial obligations
for the current or two subsequent fiscal years or if a school district has a qualified or
negative certification pursuant to Section 42131.

a.

The county superintendent must notify the governing board of the school district
and the SPI in writing of that determination and the basis for the determination.

The county superintendent will report to the SPI on the financial condition of the
school district and their proposed remedial actions.

The county superintendent will do at least one of the following and all actions that
are necessary to ensure that the district meets its financial obligations:
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1. Assigning a fiscal expert, paid for by the county superintendent, to advise the
district on its financial problems.

ii. Conducting a study of the financial and budgetary conditions of the district.

iii. Directing the district to submit a financial projection of all fund and cash bal-
ances of the district as of June 30 for the current and subsequent fiscal years.

iv. Requiring the district to encumber all contracts and other obligations, to pre-
pare appropriate cash-flow analyses and monthly or quarterly budget revi-
sions, and to appropriately record all receivables and payables.

v. Directing the district to submit a proposal for addressing the fiscal conditions
that resulted in the determination that the district may not be able to meet its
financial obligations.

vi. Withholding the compensation of the members of the governing board and the
district superintendent for failure to provide the requested financial informa-
tion. The district may appeal this action to the SPI.

vii. The county superintendent of schools must have any contracts entered into
pursuant to this subdivision of the Education Code approved by the SPI.

d. Within 5 days of the county superintendent making the determination to take any
of these actions, the school district may appeal to the SPI. The SPI has 10 days to
sustain or deny the appeal.

5. If after taking the actions identified in item 4 of this procedure, the county superin-
tendent determines that a district will be unable to meet its financial obligations, they
will notify the school district governing board and the SPI in writing of that determi-
nation and the basis for the determination.

a. The notification will include the assumptions used in making the determination
and the county superintendent will provide the notification to the superintendent
of the school district and parent and teacher organizations of the district.

« Within 5 days of the county superintendent making this determination, a
school district may appeal the determination to the SPI. The SPI will sustain
or deny the appeal within 10 days.

b. If the appeal is denied or not filed, or if the district has a negative certification, the
county superintendent, in consultation with the SPI, will take at least one of the
following actions:

P-007 « Interim Report Review « 1/2009



P-007 Interim Report Review

Date Revised: 1/2009

i.  Develop and impose a budget revision that will enable the district to meet its
financial obligations in the current fiscal year. The county must also consult
with the district governing board.

il. Stay or rescind any action that is determined to be inconsistent with the school
district’s ability to meet its obligations for the current or subsequent fiscal
year.

iil. Assist in developing, in consultation with the district governing board, a finan-
cial plan that will enable the district to meet its future obligations.

iv. Assist in developing, in consultation with the district governing board, a bud-
get for the subsequent fiscal year.

v. Appoint a fiscal advisor.

c. The school district is required to pay 75% and the county office of education 25%
of the expenses incurred in improving the district’s financial management prac-
tices.

6. Education Code Section 42131 requires each school district filing a qualified or nega-
tive certification for the second interim period to provide financial statement projec-
tions of the district’s fund and cash balances through June 30. This report is for the
period ending April 30 and is due to the county superintendent, the SPI and the Office
of the State Controller by June 1.

7. For districts with qualified or negative certifications, the county must also approve
the issuance of any non-voter-approved debt (e.g., certificates of participation, capital
leases, tax and revenue anticipation notes). The county superintendent must deter-
mine that the repayment is probable.

8. Education Code Section 1240 requires the county superintendent to annually present
a report, on or before August 15™, to the governing board and the SPI regarding the
fiscal solvency of any district with a disapproved budget, qualified or negative interim
certification, or that has been determined at any time to be in a position of fiscal
uncertainty.

a. This is often referred to as the AB 139 letter.

b. The Education Code does not specify the information the county superintendent
should include.

c. A sample AB 139 letter is included at the end of this section.

9. Education Code Section 42128:
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a. The county superintendent shall not make any apportionment of state or county
money if the governing board of any school district neglects or refuses to make a
school district budget, or neglects to file interim reports.

b. The county superintendent shall notify the appropriate county official that they
shall not approve any warrants issued by the school district.

B. Calendar

Month

Activity

December

+ +School districts provide first interim reports to the county after they are

approved by the governing board (45 days after the close of the period being
reported).

January

+ +No later than 75 days after October 31, the county office will provide notice of

any change in certification to the district governing board and the SPI.

*No later than 75 days after October 31, the county superintendent of schools
must report to the Controller and the SPI whether each district under their juris-
diction has provided the required certification and the type of certification for
each district.

March

*School districts provide second interim reports to the county after they are
approved by the governing board (45 days after the close of the period being
reported).

April

*No later than 75 days after January 31, the county office will provide notice of
any change in certification to the district governing board and the SPI.

*No later than 75 days after January 31, the county superintendent of schools
must report to the Controller and the SPI whether each district under their juris-
diction has provided the required certification and the type of certification for
each district.

June

*+ +No later than June 1, each school district with a qualified or negative certifi-

cation for the second interim report must provide financial statement projections
of the district’s fund and cash balances through June 30 for the period ending
April 30 to the county superintendent, the Controller, and the SPI.

August

+ County superintendent must present a report, on or before August 15™, to the
school district board and the SPI regarding the fiscal solvency of any district
with a disapproved budget, qualified or negative interim certification, or that has
been determined to be in a position of fiscal uncertainty.

Annually

«For districts with qualified or negative certifications, the county must also
approve the issuance of any non-voter-approved debt. The county superin-
tendent must determine that repayment is probable.
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Interim Report Review

III. DETAILED PROCEDURES

A. County offices of education exercise their authority to monitor the solvency of the
districts in the county in different ways.

B. The review of the interim reports is not an audit. The review should focus on:

1.

2.

Determining that the information is reasonable.

Determining that the financial position has not deteriorated since the adopted budget
or first interim reporting period.

Determining that the financial position has improved for districts with qualified or
negative certifications at the first interim reporting period.

Determining that the current operating budget is sustainable through the end of the
year.

C. County offices of education may require districts to submit additional materials that the
county determines they need to perform the interim reviews.

1.

For example, some counties require the districts to complete a form documenting the
assumptions used in completing the interim reports and the multi-year projections.

This section includes sample formats from counties that require their districts to com-
plete documenting the district’s assumptions.

D. At the end of this section are checklists used by some counties to perform their interim
report reviews.

IV. LEGAL CITATIONS

Education Code

Section 1240

Section 42127.6

Sections 42130 - 42134

Attachments referenced in this section are contained in the electronic version of this manual, which
may be viewed and downloaded at www.fcmat.org.
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AB139 Letter
Sample

July 23, 2003

Ms. XX, President

Board of Education

Sample Unified School District
904 First Avenue

City, CA 94000

Dear President XX:

Pursuant to the provisions of Education Code (EC) Section 1240(e) (effective January 1, 2002), the
Sample County Superintendent of Schools (County Superintendent) is required to present an annual
report to a school district’s governing board and the Superintendent of Public Instruction regarding
the fiscal solvency of any school district with a disapproved budget, a qualified or negative interim
certification, or one that has been determined at any time during the year to be in a position of fiscal
uncertainty pursuant to EC Section 42127.6. The following annual report on the fiscal solvency of the
XXX Unified School District (AUSD) for fiscal year 2002-03 is generated as a result of the district’s
2002-03 qualified first through third interim report certifications.

Fiscal Solvency Summary

For fiscal year 2001-02, the district submitted a qualified first interim report. After review and analysis
of the financial condition of the district, the Sample County Office of Education (COE) changed the
qualified status of the First Interim Report to a negative certification, indicating that the district would be
unable to meet its financial obligations for the current year and subsequent two fiscal years. The reasons
for the change in the certification were communicated to the district in our letter dated January 15, 2002.
Due to the seriousness of the district’s financial position, the County Superintendent appointed Mr.

XXX as the fiscal advisor to the district. Subsequently, the district self-certified their Second and Third
Interim Reports as qualified on March 12, 2002 and May 28, 2002 respectively. COE concurred with
the district’s qualified certifications.

The district self-certified the 2002-03 first, second and third interim financial reports as qualified,
indicating that the district may not be able to meet its financial obligations for the current year and
subsequent two fiscal years. COE concurred with the district’s qualified certifications. As shown below,
the district is deficit spending and is unable to meet the minimum reserve required by the state for all
three interim reporting periods.
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2002-03 General Fund Summary

Adopted 1% Interim 2" Interim | 3" Interim

Budget
Total Revenues 22,493,665 | 22,464,930 | 22,388,443 | 22,372,290
Total Expenditures 22,033,501 | 22,520,202 | 22,398,892 | 22,278,122
Other Sources/(Uses) 0 0 (111,340) (111,340)
Surplus/(Deficit) 460,164 (55,272) (121,789) (17,172)
Fund Balance/(Deficit) *967,198 249,274 325,574 **364,423
REU — 3% min. 661,005 675,606 675,307 671,684
Actual REU 661,005 239,274 304,412 354,423
REU % 3.00% 1.06% 1.35% 1.58%

* The fund balance reflects the adjusted fund balance based on the audit report.
** The fund balance reflects the June 30, 2002 audit adjustments of ($85,216).

Deficit Spending

The district projected an operating deficit for all three 2002-03 interim financial reporting periods.
Based on our review of the data submitted and confirmed by the district, the deficits were primarily due
to increased expenditures in salaries and benefits. The district must continue to carefully monitor the
revenues and expenditures to ensure the long-term fiscal health of the district.

Reserve for Economic Uncertainties/Substantial Budget Reductions

The required minimum Reserve for Economic Uncertainties (REU) for a district of your size is three
percent. The district projected the REU to be below the state’s recommended minimum reserve level on
all three 2002-03 interim financial reports. However, in the subsequent two fiscal years, the district is
projected to meet the minimum reserve requirement with the substantial budget reductions incorporated
in the 2003-04 budget. It is critical that the district board follows through on the planned reductions
and ensures that these are fully implemented. Otherwise, the financial condition of the district will be
severely impacted.
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AB139 Letter
Sample

2001-02 Audit Findings
The June 30, 2002 audit report showed the following audit findings that needed to be addressed.

Inventory of Equipment

The district equipment listing is not up to date. This will have an impact on the implementation of
GASB 34, which should be implemented in fiscal year 2002-03. According to the district, a new
financial system will be used starting July 1, 2003, which will improve equipment management.
However, a fixed asset appraisal has not yet been contracted. We are concerned that the district may
not be able to comply with GASB 34 requirements, which would result in an adverse opinion on the
district’s audit report.

Deferred Maintenance Fund

There were expenditures charged to this fund that were not on the five-year deferred maintenance plan.
As a result, the general fund had to absorb the unauthorized expenditures of approximately $30K. The

district will need to review and verify that all future expenditures meet the requirements of this fund in
the future.

Instructional Minutes

There is an audit finding of approximately $11,000 as a result of noncompliance with the instructional
minute requirement. The district’s response indicated they had submitted a waiver to the California
Department of Education on April 4, 2003 and the waiver was granted on June 12th. It is necessary for
the district to take steps to remedy the situation and increase minutes for subsequent years to avoid the
fiscal penalties.

Labor Contract Negotiations

The salary and benefit negotiations have not been settled for the classified employee collective
bargaining units in the prior and current years. With the present financial condition, the district will not
be able to sustain any salary increases without further budget adjustments.

We remind the district of the requirements of Government Code Section 3547.5 and Assembly Bill (AB)
1200 for public disclosure of collective bargaining agreements. Prior to the date the district board will
take action on the proposed bargaining agreement, they must provide the county office with an analysis
of the cost of the settlement and its impact on the operating budget.
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Debt Issuance

We would also like to remind the district of the statutory requirements for debt issuance to school
districts with qualified or negative interim report certifications.

According to EC Section 42133(a), a school district that has a qualified or negative certification in
any fiscal year may not issue, in that fiscal year or in the next succeeding fiscal year, certificates of
participation, tax anticipation notes, revenue bonds, or any other debt instruments that do not require
the approval of the voters of the district unless the County Superintendent of Schools determines the
district’s repayment of that indebtedness is probable.

Cafeteria Fund

The Cafeteria Fund has incurred negative fund balances in recent years and had projected a negative
ending balance during the adoption of the current year’s budget. Although the estimated actual
expenditures reported have projected a positive ending balance due to a transfer of $112,000 from the
General Fund, it is important that the district closely monitor the financial activities of this fund to
eliminate the deficit and restore the fund to a self-supporting status.

2001-02 2002-03 2002-03 2002-03
Unaudited Adopted | 2" Interim | Estimated

Actuals Budget Report Actuals
Total Revenues 615,081 632,397 676,223 596,105
Total Expenditures 669,487 623,013 705,425 636,872
Other Sources/(Uses) 0 0 111,340 112,905
Surplus/(Deficit) (54,4006) (9,384) 82,138 72,138
Ending Balance (60,138) *(50,754) | **25,380 15,380

* The fund balance reflects the adjusted fund balance based on the audit report.
** The fund balance reflects the June 30, 2002 audit adjustments of $3,380.

Child Development Fund

The Child Development Fund is projected to have a negative ending balance of $71,000. We expect the
district to bring revenues and expenditures into balance, and repay the deficit in the budget year. The
district must closely monitor this fund to ensure that it will not incur deficits and will not necessitate a
transfer from General Fund in the future.
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Sample
2002-03 2002-03

Adopted Budget | Estimated Actuals
Total Revenues 1,772,694 1,754,822
Total Expenditures 1,814,432 1,891,906
Other Sources/(Uses) 0 0
Surplus/(Deficit) (41,738) (137,084)
Ending Balance *23,917 (71,428)

* The fund balance reflects the adjusted fund balance based on the audit report.

Conclusion

While we have noted the various areas of concern, there has been significant progress in the district’s
financial condition. The fiscal advisor has successfully established position control procedures for the
district, and both the Superintendent and Assistant Superintendent of Business positions have been filled.
With new governance and Mr. X continuing his role as fiscal advisor, we are optimistic that the district
will be able to regain its fiscal health in the near future.

The district continues to face enormous fiscal challenges. The multi-billion dollar shortfall in the state’s
budget will have an adverse impact on the funding for all school districts. It is critical that the district
fully implements the planned reductions and closely monitors its budget. Given the uncertain economic
environment, it is important that the district stays well informed and prepared to counter adversities
affecting school districts.

We hope that these comments will be helpful to the district’s administration and board as you begin the
next fiscal year. We would like to express our gratitude to the Superintendent and district staff for their
cooperation and assistance during our financial reviews in 2002-03.

If our office can be of further assistance, please call me at (XXX) XXX-XXXX.

Sincerely,

Superintendent

Sample County Office of Education
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District Budget Assumptions #1
Sample

Sample County Office of Education

Budget Assumptions — Interim Reports

GENERAL FUND REVENUES

Federal Revenues
» Explain any significant difference from the budget or first interim.

Lottery Revenues
* Identify projected lottery amounts per ADA.

Categorical Program Revenues
* Explain any significant difference from the Budget or First Interim.

New tax and revenue anticipation notes (TRANS)
* For any new TRANS, identify the issue amount, costs, repayment schedule, and arbitrage.

Other significant changes in revenues

» Explain any significant changes in other local revenues such as leases, rentals, etc.
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One-time Revenues

* Explain any significant changes from the budget or first interim in one-time revenues.

GENERAL FUND EXPENDITURES

Certificated and classified salaries
» Describe the current status of negotiations with the collective bargaining groups.

* Identify unsettled salary increases included in the interim report, if any.

* Identify assumptions used regarding the costs of step and column increases, attrition, and finalized
collective bargaining agreements.

* Describe the costs associated with other staffing changes and class size adjustments.

Employee benefits

+ Identify the rates used in projecting benefits for STRS, PERS, Social Security, Medicare,
Unemployment Insurance, and Workers’ Compensation.

» Identify unsettled increases in benefits included in the interim report, if any.
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» Identify assumptions used regarding the component costs of the health and welfare benefit packages,
identifying self-funded portions and explaining any applicable caps.

Retirement packages

* Briefly summarize district policy, the number of retirees covered, the costs of the current benefits,
the assumptions used to project, and the object and fund in which these costs are recorded.

* Identify the costs associated with a golden handshake or other retirement package,
including multi-year costs.

Other significant expenditures (Objects 4000 through 7000)
» Explain any significant changes from the budget or first interim in one-time expenses, such as

spending a sizeable carryover, one-time capital outlay, or facilities improvements.

» Describe all major obligations including COPs, lease-purchases, and bond repayments.

» Identify amounts due in the budget year and the basic terms of the obligations.

» Explain the purpose of any major transfers between funds.
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Components of ending fund balance
* Explain any material changes from the budget or first interim in the component amounts.

» Explain the designated components of the ending fund balances.

Net change in fund balance — General Fund
» Explain any significant budgeted unrestricted deficits. Description should detail the causes and explain

whether the deficits are ongoing or one-time. If ongoing, an explanation should be provided on how
and when the deficits will be eliminated.
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District Budget Assumptions #1
Sample

Reserve for Economic Uncertainties

« If the district is reflecting a reserve lower that the percentage of reserve for economic uncertainties as
adopted by the State Board of Education on May 1, 2003, outline the district’s reserve restoration plan.
Description should detail the specific revenue and/or expenditures impacted to restore the district to
the appropriate level by fiscal year 2005-06.

OTHER FUNDS
Significant changes in revenues. expenditures, or transfers

* Explain any material differences in the other funds from the budget or first interim report in revenues,
expenditures, or transfers.
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Interim Report Review
Checklist #1

Name of the District:

First Period - Through October 31
Second Period - Through January 31
Third Period - Through April 30

Initials

Date

Reviewer
Date Review Began
Date Review Completed

Correspondence:

Letter to district with technical corrections.
Approval letter sent to the district. Certification is P, Q, or N.
Letter to district changing certification.

Items to Complete Review:

Current year budget.

Prior year audit report.

General ledger reports (through 10/31 or 1/31) - all funds
Narrative from district of changes since adopted budget.
Print out of all other funds on the state forms.

Required reports:

Disk of state reports and MYP

Form C - Certification

Form 01 - Unrestricted, restricted, summary

Form A - Average Daily Attendance

CASH - Cashflow

01 CS - Criteria and Standards - First Tier Review

01 CS - Criteria and Standards - In Depth (if required)
MYP - Multiyear projection

Technical Review Checks

Complete financial statement for any funds projected to be negative for the current year (this is
required in C&S).

Narrative including the revised or new budget assumptions.

Form C (District Certification)

Verify that the form contains original signatures.

Verify that the date of the board meeting is after the date printed on the submitted forms.

TRC - Technical Review Checklist

Determine that there are no Fatal (F) exceptions.
Determine that all (W) and (WC) exceptions are adequately explained.

Preliminary

The reviewer must review the prior year’s audit report and the county office files for the adopted
budget and first interim report review (for second interim) to determine if there are any pending
issues that may impact this review.
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Interim Report Review

Checklist #1
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Checklist #1

‘189K [JoBd Ul
A)jurelIaoun 91ou0d? 10j uoreuIsop paimbal oy spewW JOLISIP Y3 1Y) SUTWINJ

V100D paredionue oy} 9A0qe SNUAJI Ul SOSBAIOUT

Jo saImIpuadxe ul sUonoNpal JuedoyIugis Aue SuruawNOOp dAneLeu & apraoid
PINOYS JOLNSIP dY], "PIeoqiiep 31soje| Ay} 03 931e Y 10D Y3 se0p ‘ojdwrexa 10,
"9[qeuoseal aIe s1eak om} juonbasqns oy ur pasn suondwnsse Ay} JOYIOYM SUTIINOJ

“PoIdLISAI AY) pUB PIIdLNSAIUN I} Y30q 10J () WO, Y} UO S[eI0} JBAA
pa3o3foad ay3 03 saa13e uonoaford reaknnuw oY) ur pasn Jeak dseq Ay} Jey) SUIULINA(

uonddfoiag 1w

« SaxrpuadXy UON/SIUOWASINGSI(] I9YIQ) IO
onuoAd-uou,/s1dioody 1973, Se PIPIOIAI SUOT)OBSULI) AUE JO AINJRU Y} SUITLINA(]

TN
[89ST oY} JO IopUIBWUaI oY} J0J 2ATIs0d ST 9oue[eq YSED SUIPUS Y} 18T} SUITINO(]

"9]qeuoseal a1e Aoy Jep
QUITLIIOP 0} JBIA U} JO JOpUIeWaI A} JoJ ypuow Aq paisod suonoesues) ) MIAIANY

‘91qeAed pue 9[qeAIo0a1
SJunoooe s Jeak Joid oy 03 9913 suonoesuer) 1edA JoLid (101 O} TR SUIUIAIO

‘10 W0, - ATeWwung 9y} U0 (J UWN[OJ 0} SI2IF. UWN[OD [BI0],, Y} 1B} SUITLIANA(

"UONBI[IOUOIAI YSBD oY) Puk Jo3PI] [eIoud3 o) 0) SAAITe (WLIAUI PU0ds) [ ¢ Arenuef
pue (WUl IST) ¢ 10q03d() JO Sk ddue[eq ysed Suruurdaq oy} Jey) SuIuLIdd(

‘110da1 31pne oy
1od oouefeq yseo oy 03 S9313e | An[ Jo sk doue[eq Yyseo Suruurdaq Y} Jey} SUIINR

JIYSHI0A MOPYSED)

‘(oAneLIRU
o ur) paure[dxa A[arenbape a1e (] UWN[OO Ul SOOUAIIJIP Y} JeY) SUIULIO(]

‘(9AnBLIRU Q) UI) 90USIYIP Yy paure[dxo
A[oyenbope sey 10L1SIp o) e} SUIULIAOP Y UWIN[OD WOIJ JUSISHIP SI g unjod J

"108pnq paydope ayp ur payodal V(v oy} 03 SeaISe y uwnjoo jey) SuIuIde(

VAV Z-d S.Jeak Joud a3 01 90138 uunjod
VAV 1oday g-d perewnsy 9y} 18y} QUITLIdP JUOW][0IUS SUTUI[OoP SI JOLSIP 94} J]

dUBPUIMNY A[IR( ISRIIAY - Y WLIO]

33

P-007 « Interim Report Review « 1/2009



Interim Report Review

Checklist #1
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Interim Report Review
Checklist #2

SAMPLE COUNTY OFFICE OF EDUCATION

TECHNICAL REVIEW OF FISCAL YEAR

INTERIM REPORT

First Interim (1

Second Interim District

Reviewed by:

Date Review Completed

A. Items Needed for COE Interim Report Review
1. District’s Interim Report & Diskette

District’s CY Budget

District’s PY Actuals

Statistical Reports - 2 Prior Years
PY Audit Report

RPN WD

Analysis of Reserves (Prepare in Excel, Lotus, or manually)

Interim Report Guidelines (by J Hooley, dated 11-15-93)
Ad Hoc Report - Fund Balance & Reserves (Obj 9700-9799)
G/L & Trans Reports (thru Oct for 1% Int; thru Jan for 2" Int)

B. Steps in Interim Report Review
1. All Required Items Submitted:

In-Depth

AGREEMENT if C&S reports negotiations are “complete.”
DATA DISKETTE
BDGT REVISIONS if Form 011 has amounts in Col E

STAFFING ANALYSIS

software format

CI CERTIFICATION 1pg
Pos Qual Neg (circle 1)
Properly signed? Original signatures?
Al ATTENDANCE REPORT 1 pg
011 GEN FUND SUMMARY, U/R separate 6 pgs
CASH CASHFLOW 2 pgs
01CSI CRITERIA & STANDARDS Summary

(circle 1)

Copy of DISCLOSURE OF COLLECTIVE BARGAINING

1 pg

3-YEAR BDGT PROJECTION (CY + 2) with assumptions
RESOLUTION for bdgt revisions in funds not reported in SACS
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Interim Report Review
Checklist #2

2. Form 011 - Gen Fund Summary, Unrestricted & Restricted:
(a) Fund Balance, All Columns
Ln Fla = PY unaud act ending bal June 30
Ln F1b = PY aud adj (obj 9793)
Ln Flc = CY aud act beg bal July 1 (formula)
Ln F1d = Oth restatements as of rpt period (obj 9795)
Ln Fle = Net beg bal (formula)
(b) Revenues, Expenditures, Other Sources & Uses, & Components of
Ending Balance
Col A = July 1 adopted bdgt
Col B = Bdgt on COE books as of rpt period

(¢) LnsF2 & F2c are not negative in col D
(d) LnF2a, obj 9711, all cols = same in PY unaud act

(e) Restr Section, Pg 2, Col D, Ln F2¢ = zero

(f) Tax estimates: J-29B
COE RL calc, EDP 117
Dist est (current bdgt on COE books + unposted bdgt revisions: Gen
Fund, obj 8021-8089)
(g) Dist RL Sources est = COE RL Sources proj (COE RL calc, pg 4):

On Form 011, pg 2, note comparison of COE calc & dist proj (G/L +
bdgt rev); excl obj 8019, 8091, 8097

EDP 999 + EDP 117, + absolute value of EDP 085 if NOT Basic Aid.

3. Forms 09 — 73:
(a) If submitted, no bdgt resolution required
(b) Perform Sec 2 checks (a) — (d)

4. Form CASH - Cashflow:
(a) Begcash, Ln A, Jul 1, ties to COE CY Gen Fund beg cash: CY beg bal
or PY end bal. (Note on cash flow which cash accts are included; i.e.
9110/9135/9150/etc.)
(b) End cash, Ln F, ties to COE end cash bal for last month of rpt period
(Oct/Jan)

(c) Under total net cash at year end, Ln E, note projected
Bdgt: Form 01L, col D, Ln E
(d) EOY cash, Ln F, is positive

36
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Interim Report Review
Checklist #2

5. Fund & Cash Balances:

(a) Note Bdgt Fund bals in all funds as of rpt period, rounded to
whole dollars: 9700-9799, excl 9720, plus all unposted bdgt
revisions. For Gen Fund, use Form 011, col D, Ln F2. For
other funds, use ad hoc rpt (fund bal & reserves) + unposted
bdgt revisions

(b) Note any neg cash bals from COE G/L or monthly cash
reconciliation wksht for end of reporting period (all funds)

6. Form Al - Attendance Report:
(a) Col A agrees with RL col of Form A from CY Bdgt
(b) At 2" INTERIM col B equals col C from 1 INTERIM
(¢) Col C=CY proj ADA & summer sch hrs in COE RL calc:

Ln 6 =EDP027;Ln 13 =Form S, EDP 326;
Ln 151ess Lns 13 & 14 = EDP 097;
Ln 18 = Sched D, EDP 140 + Sched J, EDPs 500 & 030 + Sched L,

EDP 130 + Sched M, EDP 200 + Sched P, EDP 051

(d) Note significant changes in ADA between cols A & C

(¢) ADA & RL Sources on Form 011 correlate from original bdgt to
projection (both are increasing, decreasing, or staying the same). If
not, is dist Basic Aid? (Note on Form Al); declining enrollment? (1%
column completed).
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Interim Report Review
Checklist #2

7. Multi-Year Projection:
(a) Software Used:
CDE  Other (circle 1)
(b) CY data agrees with Form 011, Col D
(c) Historical (prior yrs) data is correct

8. Form 01CSI - Criteria & Standards
(a) Summary or In-Depth Review? (circle 1)
(b) Reserves s/b what percent? (See Reserve Standard, bottom
ofpg 1) %
(c)  Verify calc to Analysis of Reserves (prepared from G/L,
incl bdgt rev)
(d) Required reserves are met? Yes No (circle 1)
Rsrvsarein 01-Gen Fund  17-Sp Res (Oth)
(circle 1 or both)
If appropriate, for Special Revenue, Enterprise, &
Capital Projects Funds, dist submits Negative Fund Bal
Review &/or Multi-year Commitments Review
(e) Req’d reserves met in PY audited act?
Yes No (circle 1)
(f) Multi-Year Commitments section completed at least once during
the FY (July 1 bdgt, 1* Int, or 2" Int)
(g) Verify all C&S data possible

9. Staffing Analysis:
(a) Total FTE’stieto C & S, pg 3, Ln 3a, Cert & Class
(b) Total Bdgt ties to Form 011, pg 1, col D, Lns B1 & B2, Cert &
Class
(c) Status of Negotiations ties to C & S, pg 3, Ln 3¢, Cert
& Class, and if applicable, DISCLOSURE OF
COLLECTIVE BARGAINING AGREEMENT

10.Budget Revisions:
(a) GF bdgt revisions agree with Form 011, col E
(b) Obj codes are valid on COE books
(c) After posting, transfer accts should balance:

5710 01 -+

5750 all funds - +
7310 01 -+

7350 all funds - +
7611-7619/8911-8919 all funds ++ (4% digits match)
8089/8691 01 -+

8091 01/11/13 - +
8092/3801,3802 01/all funds + +
8287,8587,8697/7211-7213 01 + +

8980-8989 01 -+
8990-8999 01 -+

If out of balance, run ad hoc rpt; send copy to dist

11. Document any tests not met; if errors are material, 5% x
(beg bal + revenues), request corrections from district
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Interim Report Review Checklist #3

District Business and Advisory Services
INTERIM REPORT REVIEW
FY 2003-04

Ist Period October 31
2nd Period January 31
3rd Period April 30

District CDS Code

Reviewed By: Date:

ITEMS RECEIVED FROM DISTRICT: COMMENTS

Date Received Reports

Board Meeting Date

Form CI - Interim Certification with Orig. Signatures YES NO

District Certification | |POS QUAL NEG

Form Al - Average Daily Attendance

Form RLI - Revenue Limit Summary

Form K-12 R/L Schedule B (districts with charter schools)

Form 011 - General Fund - Statement of Revenues & Expenditures

(unrestricted, restricted & combined restricted & unrestricted format)

Form CASH - Cash Flow Worksheet

Form MYP - Multi-Year Projection Worksheet

Form 01CSI - Criteria and Standards Review

Form 01CSI - In-Depth Review (if required)

Form TRC - Technical Review Checks

Narrative including Budget Assumption Changes

Narrative for Funds other than General Fund (if significant changes)

Financial Statements for any Funds Projecting a Negative Cash of Negative Fund Balance

Encroachment/Flexibility Transfer Detail Worksheet

ROPs-Revenue Limit Calculation

SACS Diskette (optional)
MYP Diskette (optional)

Print-out of G/L Trial Balance and Revenue & Expense Reports - Summary, Restricted

and Unrestricted ( for off-line districts only)

Others:

Form TRC - TECHNICAL REVIEW CHECKS COMMENTS

Review status of all technical review checks

Determine that there are no Fatal (F) exceptions

Determine that all (W) and (WC) exceptions are adequately explained.

Form CI - DISTRICT CERTIFICATION COMMENTS

Verify signatures of board president and superintendent.

Positive fund and cash balance projected?

If qualified or negative balance, has in-depth

review been completed? | |YES | INo

FORM Al - AVERAGE DAILY ATTENDANCE COMMENTS

Est. P-2 ADA Compare to budgeted P-2, CBEDS or latest J-18/19. If declining enrollment,

verify prior year P-2 ADA.

Col. A Must agree with July 1st adopted budget Form A revenue limit ADA.

Col. B Compare to CBEDS or latest J-18/19.

Col. C&D  Material differences from col. B supported by explanation/documenttion?

Is ADA projection reasonable? |_|YES | N
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#3

rim Report Review Checklist

District Business and Advisory Services

INTERIM REPORT REVIEW
FY 2003-04
1st Period October 31
2nd Period January 31
3rd Period April 30
District CDS Code
Reviewed By: Date:

FORM RLI - REVENUE LIMIT SUMMARY COMMENTS
Verify the accuracy of the base revenue limit per ADA, COLA, equalization and other adjustments.
Revenue limit ADA agrees with Form AL
Determine significant changes in "Projected Year Totals" from "Adopted Budget" column.
Review other major components of the revenue limit calculation for reasonableness.
Compare revenue limit sources to BAS projections.
FORM 01CSI CRITERIA AND STANDARDS REVIEW COMMENTS
Match status of cash and fund balance to certification.
Verify recommended reserve percentage and reserve calculation.
Review status of negotiations section for completion.
Validate multi-year commitments for all funds and determine if consistent with audit report.
Verify that no other fund balances are projected to be negative, or
that acceptable explanations are provided.
FORM 011 - STATEMENT OF REVENUES, EXPENDITURES & FUND BALANCE COMMENTS
Col. A Must agree with July 1 Form 01 Adopted Budget.
Col.B Compare to G/L financial statements for reasonableness
Col. B&D  Unaudited Beginning Balance equals prior year unaudited actuals ending balance?
Col. B&D  Audit adjustments are posted and beg. bal. matches audit report? ( if available )
Col.B& D Compare 1000 object code to changes in ADA or enrollment projections.
Col. C Compare to G/L financial statements for reasonableness.
Col. C&D  Review "Actuals to Date" and "Projected Year Totals" columns. Compare with
prior year for reasonableness.
Col. D Compare 1000, 2000, and 3000 objects projections for reasonableness based on
actuals to date (Determine year-to-date balances in the 1000-3000 object codes
and extend for the entire year. Compare calculations to "Projected Year Totals".)
Col.D Check to ensure that status of negotiations is consistent with 1000 and 2000
projections as well as ending balance reserves.
Col. D Verify that Undesignated Fund Balance is zero or positive.
Col. E Review narratives for explanations on material changes.
FORM CASH - CASH FLOW WORKSHEET COMMENTS

Sec. A Beginning cash balance (7/1) must agree to prior year audit report
and G/L account 9110. If discrepancies exist, a reconciliation must be attached.
Sec. B-C-D  Match July to October (1st interim) or July to January (2nd interim)
or July to April (3rd interim) to general ledger financial statements.
Sec. B-C-D  Review November thru June (1st interim) or February thru June (2nd interim)
or May thru June (3rd interim) for reasonableness.
Sec. B&C Reconcile projected receipts and disbursements "total" column to
column D on the Form 011 Statement of Revenues and Expenditures.
Identify any tax and revenue anticipation notes (TRANS) issues and repayments. Verify
that receipts and payments are included in the cash flow worksheet.
Determine that the total prior year transactions agree to the prior year's accounts receivable and payable.
Determine that ending cash balance is positive for the remainder of the fiscal year.
Determine the nature of any transactions recorded as "Other Receipts/Non-Revenue" or "Other
Disbursements/Non-Expenditures".
Review the latest cash reconciliation statement and identify any negative cash balance in
the district funds.
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Interim Report Review Checklist #3

District Business and Advisory Services
INTERIM REPORT REVIEW
FY 2003-04

Ist Period October 31
2nd Period January 31
3rd Period April 30

District CDS Code

Reviewed By: Date:

FORM MYP - MULTI-YEAR PROJECTION WORKSHEET COMMENTS

Multi-year projections worksheet used (SACS SSC Other )

Verify consistency of base year to Form 011 data (Projected Year Totals - Col. D).
Determine reasonableness of future years' projections compared to current year.

(See latest dartboard for COLA, deficit, CPI, and other relevant data.)
Verify fund balance are positive for all fiscal years.

Verify if district meets minimum reserve requirements for future years.

Determine current year issues with the district ( i.e. declining fund balance, increasing/declining ADA,

bond issues, parcel tax elections/expiration, etc.)

OTHER FUNDS: COMMENTS

Determine significant changes in revenues, expenditures, or transfers.

Review reasonableness of explanation provided for material changes.

Determine if changes in Other Funds have an adverse impact to the General Fund.

OTHER CONCERNS: COMMENTS

Verify ACOE's review findings from budget, prior interim reports, unaudited actuals
and the latest audit report, if available.

Determine overall impact of findings to the General Fund.

CONCLUSIONS / RECOMMENDATIONS: (Attach additional sheets if necessary.)

COMPLETION DATES:

Letter with comments and review findings sent to preparer of report.
Letter to board president drafted for approval/signature.
Ready for submission to CDE (Qualified or Negative certification only).
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Interim Report Review Checklist
#3

District Business Services
DISTRICT BUDGET/INTERIM REPORT REVIEW

DISTRICT CHECKED BY DATE

FY 2003-04 BUDGET FIRST INTERIM 4 SECOND INTERIM

ITEMS NEEDED
ADA/CBEDS Proj Wkshts PY Audit Reports Collective Bargaining Disclosure Statistical Reports
RL Projections J-29B Property Taxes Gen Fnd/Oth Fnds History Wkshts PY Unaud Actuals
Ad Hoc Rpts (Bdgt): Fund Bal, Intfnd Xfrs, St Aid & PERS Reduc, Debt Svc Pmts, RRM Rsrvs, RRM Exp

Ad Hoc Rpts (Bdgt & PY Act): Prprty Taxes, Sp Ed Rev & Sp Ed Xss Costs, Mand Costs & Lottery

ATTENDANCE Form A CcYy PY PPY
1. ADA: Dist + COE Sp Ed + Charter Schools
Reasonable? (Check Stat Rpt)

REVENUE LIMIT Form RL PY Cy (District Est)
1. Basic Aid? Y CY vs PY Taxes: % Incr  _  —=-=-- >
2. Balance to COE projection? State Aid
cY PY PPY PERS Reduction
SPECIAL EDUCATION Total RL Sources

1. In line with COE PY data?
GENERAL FUND Form 01 PY General Fund Restr Ending Balance

REVENUES
1. RL Sources
% Increase/ (decrease) Reasonable?
2. Federal Revenues
% Increase/ (decrease) Reasonable?
3. Oth State Revenues CcYy PY PPY
8550: Mandated Costs
8560: Lottery

% Increase/ (decrease) Reasonable?
4. Other Local

% Increase/ (decrease) Reasonable?
% INCREASE/ (DECREASE) IN REVENUES Compare to GF history wksht
EXPENDITURES
1. 1000, 2000, 3000
% Increase/ (decrease) Reasonable?
2. 4000, 5000, 6000
% Increase/ (decrease) Reasonable?
3. 7000 (63’ PY PPY
7142: Excess Costs to COE - Ck to PY
% Increase/ (decrease) Reasonable?
% INCREASE/ (DECREASE) IN EXPENDITURES Compare to GF history wksht

OTHER SOURCES/USES
Transfers In
Transfers Out - Def Maint
Supporting other accts/funds?
Other Sources - change
Other Uses - change: Long-Term Debt pmt?
% INCREASE/ (DECREASE) IN OTHER SOURCES/USES Compare to GF history wksht

% INCREASE/ (DECREASE) IN FUND BALANCE REASONABLE? Increase due to larger Restricted Balance
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Interim Report Review Checklist #3

District Business Services

DISTRICT BUDGET/INTERIM REPORT REVIEW

DISTRICT CHECKED BY DATE

FY 2003-04 BUDGET FIRST INTERIM 4 SECOND INTERIM

Fund 11 ADULT EDUCATION
a. Compare to OF history wksht
b. 8094, RL Transfer to 201R

Fund 12 CHILD DEVELOPMENT
a. Compare to OF history wksht

Fund 13 CAFETERIA FUND/ACCOUNT
a. Compare to OF history wksht
b. Check Support from General Fund

Fund 14 DEFERRED MAINTENANCE
a. Compare to OF history wksht
b. Check Transfers

Fund 17 SPECIAL RESERVE (OTHER)
a. Compare to OF history wksht
b. Check Transfers
c. Verify substantial incr in rev & exp

Fund 19 FOUNDATION SPECIAL REVENUE
a. Compare to OF history wksht

Fund 21 BUILDING
To record COP's & other local revenue sources
a. Compare to OF history wksht
b. If in state lse-prchs pgm, xfrs out
restricted to Capital Outlay/Def Maint
c. Check Transfers
d. Verify substantial incr in rev & exp

Fund 25 CAPITAL FACILITIES
Developer Fees (3% Admin fee allowed)
a. Compare to OF history wksht
b. Check Transfers
c. Verify substantial incr in rev & exp

Fund 30 STATE SCHOOL BUILDING LEASE/PURCHASE
Primarily for Leroy Green funds
a. Compare to OF history wksht
b. Check Transfers
c. Verify substantial incr in rev & exp

Fund 35 COUNTY SCHOOL FACILITIES
Prop 1A Bond funds
a. Compare to OF history wksht
b. Check Transfers
c. Verify substantial incr in rev & exp

Fund 40 SPECIAL RESERVE (CAPITAL PROJECTS)
a. Compare to OF history wksht
b. Check Transfers
c. Verify substantial incr in rev & exp

Fund 51 BOND INTEREST & REDEMPTION / 53 TAX OVERRIDE
Co Controller prepares 51 budget
Districts may submit 51 & 53 budget
If district does not adopt 51 / 53 bdgt on July 1,
can do later with separate Board resolution
SMCOE completes 51 & 53A unaudited actuals

Other Funds
a. Compare to OF history wksht
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Interim Report Review Checklist

#3

District Business Services

DISTRICT BUDGET/INTERIM REPORT REVIEW

DISTRICT

FY 2003-04 BUDGET

Required Reserves = 3%

$ Amt Req'd

** COMMENTS FOR BUDGET LETTER

Deficit spending

Okay -- None

Curr Exp > Rev

Caused by Xfr Out

Caused by Debt Svc Pmts
Caused by Contr to Restr Pgms

Reasonable OK
Big increase

Declining

Revenue Limit
Okay to COE proj
Less than COE
More than COE

Special Ed

Okay to Prior Yrs
Less than COE est
More than COE est

Revenues
Amts Reasonable
Conservative

Aggresssive

Expenditures
Amts Reasonable
Conservative

Aggresssive

Long-Term Debt
GO Bonds
SSB Loans
Retiree Benefits
Comp Absences
COPS
Cap Leases
Other

KoK KKK KK
Z 2 2 2 2 2 2

44

Yrs Left

CHECKED BY

DATE

FIRST INTERIM 4

General Fund

Sp Res Fund (Oth)

Total

Reserves
Not enough
Just enough OK
More than enough
Met in PY Audited Actuals?

GF Balance
Okay
Large
Declining 4, 3, 2, 1 yrs

Fund Balance - Other Funds
Okay
Large amts

Declining 4, 3, 2, 1 yrs

Cert Negotiations
Settled, amts OK
Not settled

Clas Negotiations
Settled, amts OK
Not settled

Staffing Analysis
OK

Not in line w/salaries

MYP Meets 3% *? CcY Yr 1

/ Principal / Payment per yr / Fund
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I OVERVIEW

A. Audit Requirements

1. Education Code (EC) Section 41020 requires each local educational agency (LEA)
to contract for an audit by April 1 of each year. For this requirement, LEA includes
K-12 school districts, most joint powers authorities (JPAs), and regional occupational
centers/programs (ROC/Ps); community colleges are not included. According to
Education Code Section 41023, JPAs established per EC 17567 (health benefits,
workers’ comp and insurance losses and payments) are also not included.

2. If the LEA fails to contract for the audit by April 1, it is the responsibility of the
county superintendent of schools to contract with an audit firm on behalf of the LEA
by May 1 of each year.

3. For school districts that receive an emergency apportionment from the state:

a.

b.

Education Code Section 41320.1 (d) allows the Office of the State Controller
(SCO) or their designee to conduct an audit in lieu of the audit required under
E.C. Section 41020.

At the SCO’s discretion, the SCO may conduct the audit or approve the auditor
selected by the district.

These audits are required until the SCO determines, in consultation with the
superintendent of public instruction (SPI), that the district is fiscally solvent.

B. Auditor Rotation

1. Education Code Section 41020 (f)(2) states:

Commencing with the 2003-04 fiscal year and except as provided in subdivision
(d) of Section 41320.1, it is unlawful for a public accounting firm to provide audit
services to a local educational agency if the lead audit partner, or coordinating
audit partner, having primary responsibility for the audit, or the audit partner
responsible for reviewing the audit, has performed audit services for that local
agency in each of the six previous fiscal years.

2. The Education Audit Appeal Panel may waive this requirement if the panel finds that
no otherwise eligible auditor is available to perform the audit.

C. Filing Audit Reports (Education Code Section 41020 [h])

1. Annual audit reports must be filed electronically no later than December 15 by the
certified public accounting (CPA) firm that performed the audit. The firm must file a
copy of the report with the following:

P-008 « Audits « 2/2014
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a. The county superintendent of schools of the county in which the LEA is located.
b. The California Department of Education (CDE).
c. The Office of the State Controller (SCO).

2. Education Code Section 47605 (m) requires each nonprofit charter school to submit a
copy of its annual audit to the chartering entity, the SCO, the county superintendent of
schools of the county in which the charter is located, and the CDE, by December 15
of each year.

3. Delays (Education Code Section 41020.2)

a. The county superintendent of schools may investigate the causes of the delay and
take action if the auditors do not file the audit report with the county superinten-
dent by December 15. The CDE and SCO may also contact the county office if
the audit reports are not received by December 15.

b. The county superintendent is responsible to initiate one of the following actions:

i.  The county superintendent may grant an extension for the audit, after consul-
tation with the district governing board and the auditors, and with the consent
of the SCO and the SPI.

ii. The K-12 Audit Guide further explains:

The Department of Education s guidelines state that extensions will be
granted only under extraordinary circumstances. The request must be
received by both the SCO and the CDE no later than December 1. Prior
to December 15, the SCO and CDE will review the request and accompa-
nying justification and provide notification as to whether the extension is
granted or denied.

iii. The county superintendent may contract with another audit firm to complete
the audit, after consultation with the district governing board, the auditors, and
the SCO.

iv. The county superintendent may request the SCO to investigate the situation
and initiate action.

c. Ifthe county superintendent contracts with another firm, the county superinten-
dent should assist the district in avoiding payment to the original audit firm (as
much as feasible).

d. Note: There is no provision in the law for an extension of a charter school audit.
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D. Quality of School District Audits

1. Education Code Section 14504.2 authorizes the county superintendent or the county
board of education to refer an independent auditor of a local educational agency to the
California Board of Accountancy for action if an audit of an LEA was conducted in a
manner that may constitute unprofessional conduct as defined by Section 5100 of the
Business and Professions Code, including but not limited to gross negligence result-
ing in a material misstatement in the audit.

2. Education Code Section 41020.5 requires the county superintendent to notify in
writing the certified public accountant or public accountant and the California Board
of Accountancy if the audits of school districts in the county were not performed in
substantial conformity with the audit guide.

a. This section provides for an appeal process.

b. If the determination by the county superintendent becomes final, the CPA or the
public accountant will be ineligible to perform school audits for a period of 3
years.

E. Responsibility for Audit Exceptions (Education Code Section 41020[i])

1. The county superintendent of schools is responsible for reviewing the audit excep-
tions and for determining whether each audit exception has been corrected or whether
the LEA has developed an acceptable plan of correction in the following areas:

a. Attendance

b. Inventory of equipment

c. Internal control

d. Miscellaneous

e. Instructional material program funds

f. Teacher misassignments pursuant to Education Code Section 44258.9

g. Information reported on the school accountability report card (SARC) pursuant to
Education Code Section 33126

2. The CDE is responsible for reviewing the audit exceptions related to federal and state
compliance.

3. The auditor is required to review the correction or plan of correction to determine if
the exceptions have been resolved in the subsequent year audit.
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a. Ifnot, the auditor immediately notifies the county office of education and the
CDE.

b. After receiving the notification, the CDE either consults with the LEA to resolve
the exception or requires the county superintendent to follow up with the LEA.

F. Education Code Section 41020.8 authorizes the district’s auditor to release informa-
tion to the county superintendent if the county has determined that the district may
not be able to meet its financial obligations for the current or subsequent fiscal year
(Education Code Section 42127.6).

1I. COUNTY OFFICE RESPONSIBILITIES
1. Auditor Selection

a. Education Code Section 41020 (b)(3) requires the county superintendent to
determine, by April 1 of each year, that each LEA has made arrangements for an
annual audit of its financial statements.

i. If the governing board of the LEA has not made arrangements for the audit by
April 1, the county superintendent must provide for the audit.

ii. The county superintendent must provide for the audit by May 1.

b. Education Code Section 41020 (b)(2) requires the county superintendent of
schools (and the LEA’s governing board) to approve the contract for audit services
for any LEA in the following situations:

i. The LEA has had a disapproved budget or a negative certification on its in-
terim financial reports during the current year or either of the two preceding
fiscal years.

ii. The county office has determined that a lack of going concern exists.
2. Review of the Audit Exceptions (Education Code Section 41020)
The county superintendent of schools is required to do the following:
a. Review the audit exceptions related to the following:
i. Attendance
ii. Inventory of equipment
iii. Internal control

1v. Miscellaneous

P-008 « Audits » 2/2014



P-008 o
Date Revised: 2/2014 Au d Its

v. Instructional material program funds

vi. Teacher misassignments pursuant to Education Code Section 44258.9

vii. Information reported on the school accountability report card (SARC) pursu-
ant to Education Code Section 33126

b. Identify any audit exceptions where a description of the correction or plan of cor-
rection is not provided in the audit report and notify the LEA of this, requesting
that a description of the correction, or plan of correction be provided by March
15.

i.  Education Code Section 41020 (g)(2) states:

To the extent possible, a description of correction or plan of correction
shall be incorporated in the audit report, describing the specific actions
that are planned to be taken, or that have been taken, to correct the prob-
lem identified by the auditor. The descriptions of specific actions to be
taken or that have been taken shall not solely consist of general comments

’

or “will dis-

I T

such as “will implement”, “accepted the recommendation’
cuss at a later date”.

c. Review the description of correction or plan of correction for each audit exception
and determine if it is adequate.

i. For any description that is found to be inadequate, require the LEA to submit a
response to the county office that adequately resolves the audit exception.

d. Certify to the SPI and the SCO no later than May 15 that:

i.  All of the annual audits and all of the audit exceptions required to be reviewed
by the county office have been reviewed.

ii. Except as otherwise noted in the certification, that the LEAs have adequately
corrected, or developed an acceptable plan of correction for, the audit excep-
tions reviewed by the county office.

e. Direct all LEAs with attendance-related exceptions or other exceptions that
involve state funds to submit the appropriate forms to resolve the exception. For
example, if the auditors determine that average daily attendance (ADA) was
incorrectly reported, the county office staff will request a revised report of atten-
dance (P-2 or Annual).

f.  Adjust the future local property tax requirements (tax rates or tax revenues) if
there are audit exceptions that have a fiscal impact on local property taxes.
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3. Delays in Filing Audit Reports (Education Code Section 41020.2)

a. Investigate causes of the delay and take action if the auditors do not file the audit
report with the county superintendent by December 15.

b. Initiate one of the following actions:

1.

ii.

iil.

CALENDAR

Grant an extension for the audit (after consultation with the district governing
board, the auditors, and with the consent of the SCO and the SPI).

Contract with another audit firm to complete the audit (after consultation with
the district governing board, the auditors, and the SCO).

Request that the SCO investigate the situation and initiate action.

Month

Activity

December * The county superintendent must file requests for extensions for filing the annual audit
report with the SCO and CDE by December 1.

* Annual audit reports are due by December 15

* If not received by the deadline, the county superintendent may investigate the
cause of the delay and initiate action to obtain the audit in the most effective
manner.

January » Update and send the auditor selection letter to LEAs, requesting information on the
selection of their auditors by April 1.

February

January - * Audit Exceptions

* Review all audit exceptions required to be reviewed by the county office.

* Notify LEAs with deficiencies in their plan of correction and request additional
documentation.

* [f the description of the correction or plan of correction is not in the audit report,
notify the LEA and request that the governing board provide this information by
March 15.

* Direct LEAs to submit revised reports for attendance-related exceptions or other
audit exceptions that involve state funds.
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April

» Assess LEAs’ corrective actions for audit exceptions previously determined to have
deficiencies in their plan of correction.

* Assess LEAs’ corrective actions for audit exceptions previously lacking a description of
the correction.

* Begin making arrangements for the annual audit of the next fiscal year for any LEAs that
didn’t make arrangements by April 1.

* By May 1, arrangements must be made for the audit of any LEAs that did not make their
own arrangements by April 1.

* Notify the SPI and the SCO by May 15 that the county staff have reviewed the audits,
reviewed the audit exceptions, and that all exceptions have been corrected or the LEA
has submitted an acceptable plan.

III. DETAILED PROCEDURES

Note: The forms in this section are provided for illustration and are not required by law
or by the California Department of Education.

A. Selection of the Auditor

1.

In January, update the auditor selection letter and send it to the LEAs. See samples at
the end of this section.

By April 1, determine whether all districts have selected an auditor.

For those LEAs that have not selected an auditor by April 1, the county must make
arrangements for an audit by May 1.

Education Code Section 41020 (e)(1):
The cost of the audits provided by the county superintendent of schools shall be paid
from the county school service fund and the county superintendent of schools shall

transfer the pro rata share of the cost chargeable to each district from the district
funds.

B. Review of the Audit Exceptions

1.

In January, the county staff should begin reviewing the audit exceptions in the audit
reports to determine whether each LEA’s responses to the audit exceptions in the audit
report represent a sufficient corrective action plan.

If the county staff determine that the response from the LEA in the audit report is not
adequate, they should notify the LEA in January/February. Sample forms to request
the LEA’s corrective action plan are at the end of this section.
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IV.

If the county staff determine that the LEA did not provide a response in the audit
report, they should notify the LEA in January/February requesting the response be
provided by the governing board by March 15.

2. There are no standards for what is an acceptable corrective action plan; each county
office determines whether or not the action plan is acceptable and the level of docu-
mentation needed to assess whether the action plan is acceptable.

3. No later than May 15, the county office must notify the SPI and the SCO that the
county office staff have reviewed the audits, reviewed the audit exceptions, and that
all exceptions have been corrected or the LEA has submitted an acceptable plan of
correction.

C. Quality of School District Audits

1. Education Code sections 14504 and 41020.5 authorize the county superintendent to
notify the California Board of Accountancy if he or she determines that the audit was
conducted in an unprofessional manner or that the audit was not conducted in accor-
dance with the audit guide.

a. Once the California Board of Accountancy is notified of potential problems, the
board will determine whether an investigation is warranted, and, if so, will con-
duct the investigation.

b. Based on the results of the investigation, the California Board of Accountancy
may sanction the CPA or accountant.

2. Several counties have asked the CPA or accountant conducting school district audits
to prepare and sign a representation letter stating that the firm conducted the audit in
accordance with the audit guide. This is usually done at the completion of the audit
and submitted with the audit report.

D. Sample Audit Activity Reporting Calendar

At the end of this section is a sample of an audit activity calendar used by one county
office of education to provide information to the LEAs on the various dates for audit
activities as required by the county office or the Education Code.

LEGAL CITATIONS
Education Code

Sections 14502-14504, 41020—41020.8
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SAMPLE-AUDIT EXCEPTIONS RESOLUTION LETTER

February 15, 2014

, Chief Business Official
School District
Avenue
, CA

Dear Mr. :
Re: 2013-14 Audit Exceptions Resolution Process

Pursuant to EC Section 41020, the county office is required to review and ensure resolution of

audit exceptions related to attendance, inventory of equipment, internal control, miscellaneous

items, teacher misassignments pursuant to £C Section 44258.9, information reported on the school
accountability report card pursuant to £C Section 33126, and the use of instructional materials
program funds including the reporting requirements for the sufficiency of textbooks and instructional
materials. For attendance-related audit exceptions or exceptions involving state funds, our office is to
ensure that the districts have submitted appropriate reporting forms to resolve the exceptions.

Pursuant to £C Section 41344.4, districts will not be required to repay audit exceptions related to the
reporting requirements for the sufficiency of textbooks and instructional materials, if our office has
accepted the district’s correction or plan of correction and certifies that the finding was resolved. The
plan of correction must be consistent with the requirements of £C Section 60119(a)(2)(A).

Upon review of the district’s findings and recommendations reported in the 2013-14 audit report,
we have determined that further clarification and/or documentation is needed for resolution by

our office. Please let us know of the corrective action(s) you have taken or are planning to take to
address Finding(s) . Please include a copy of any documentation that evidences the
corrective action(s) or plans of action(s).

Please email the response along with the attached 2013-14 Audit Finding(s)/Corrective
Action(s) form, and any documents that support the corrective actions taken to
at Xxxxx@xxx.net.

Your response must be received no later than March 15, 2014, but may be submitted at any
time prior to this date.

If an audit finding requires an adjustment to attendance figures, please include a copy of the original
and revised Second Principal Apportionment (P-2) and/or Annual Apportionment attendance reports.

We will determine from the information and documentation submitted if the action(s) taken
adequately address the audit finding(s) so that they can be cleared by our office.

You may also receive a separate communication from the California Department of Education
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(CDE) with regard to certain audit findings. The CDE is responsible for reviewing and resolving
certain state compliance audit exceptions. In addition, the CDE is required to resolve audit findings
affecting federally funded programs.

Thank you for your attention to this matter. If you need further information, please contact
, Consultant, Business Advisory Services at (XXX) XXX-XXXX.

Sincerely,

Executive Director

District Financial Services

CC:
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2013-14 Audit Findings/Corrective Actions

District

Category 1: Category 2:

Prior Year 1: Prior Year 2: Prior Year 3:

Sub Category:

Finding 2014-1:

Amended Report(s) Required? P-2: 0 Annual: O Other: 1

Finding Resolved? Date Resolved?

What SPECIFIC action has/will the district take to resolve the finding? If PRIOR YEAR finding, explain why
corrective action was not implemented:

WHEN was/will the corrective action be implemented/completed?

WHO is responsible for corrective action implementation?

Please provide all documentation which supports the specific action taken toward resolving the finding; i.e.,
copies of amended reports, corrective action plans, written procedures, agendas from staff in-services, etc.

Number of Documents Attached to Confirm Resolution of Finding:

Signature of District Official Title Date

Please return this form and any supporting documentation to at xxxxxxx@xxx.net, or return via
truck mail to:

Afttention:

County Office of Education

, CA
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Sample Independent Auditor Selection Letter

Date: January 30, 2015
To: Chief Business Officials

Business Managers
From: XXX
RE: Independent Auditor Selection for Fiscal Year 2014-15

Education Code Section 41020 requires school districts to contract for an audit of their books and
accounts by April 1st of each year. The same code requires the County Superintendent to provide an

auditor for districts that fail to contract with a firm by that date.

Please complete the enclosed certification form and return to the County Office by April 1, 2015. If
a response is not received by April 1, 2015, we will assume the district wants the County Office of
Education to provide an auditor, and we will begin the selection process at that time.

Please send a complete copy of the board approved, executed audit contract to ,
Business Advisory Services. If you have a multi-year contract and have previously forwarded a
copy to our office, you are not required to submit another copy provided no amendments have since
been made. In either instance, the enclosed “Independent Auditor Selection Certification Form”
must be completed and forwarded annually. Thank you for your cooperation.

If you have any questions, please contact

CC:

Enclosures
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INDEPENDENT AUDITOR SELECTION CERTIFICATION

This serves as notice that pursuant to Education Code Section 41020, the Board of

Trustees of the School District

awarded a contract for the annual audit of the books and accounts of the district for fiscal

year 2014-2015 at its regularly scheduled meeting held on

The contract was awarded to:

Audit Firm:

Address:

City & Zip Code:

Phone: Fax:

Account Representative:

2014-15 Fiscal Year Audit Fee: $

If a multiple-year contract, state the fiscal years covered:

Authorized District Representative (Print Name) Phone Number

Signature Date

FORWARD THIS INDEPENDENT AUDITOR SELECTION CERTIFICATION BY APRIL 1, 2015 TO:

County Office of Education

, Room 608
, CA

Attention: XXXX

A copy of the executed contract is attached.
A copy of the executed contract will be forwarded once it is finalized.

A copy of our multi-year contract has been previously forwarded and no
amendments have been made.

[
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Timeline and Responsibilities

DATE

December 15

January 31

January 31

March 15

April 1

April 15

April 30

May 1

14

RESPONSIBILITY

Auditor

District

County Office

District

District

County Office

District

County Office

ACTIVITY

Audit reports shall be submitted to the California
Department of Education, state controller, county office
of education and the district.

On or before this date, at a public meeting, the district
board shall review and accept the annual audit. (EC
41020.3)

The county office shall provide to the districts the
Certification of Corrective Action and specific Audit
Finding Corrective Action forms, which must be adopted
by the board and returned to the county office by April 1.

On or before this date, school districts shall submit to the
county office the specific Audit Finding Corrective Action
forms adopted by their governing board.

On or before this date, school districts shall submit to
the county office the Independent Auditor Selection
Certification Form for the current fiscal year.

The county office will respond in writing to the districts
regarding the adequacy of the Certification of Corrective
Action, identifying the areas that require further
explanation, corrective action or a plan for correction.

Any additional information required of the school district
must be submitted to the county office by this date.

The county office shall provide for an audit contract for

any district that has not secured an auditor for the current
fiscal year.
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DATE RESPONSIBILITY ACTIVITY

May 15 County Office

Auditors

SPI

State Controller

P-008 « Audits « 2/2014

In accordance with EC 41020(k), the county office shall
certify to the Superintendent of Public Instruction (SPI)
and the Office of the State Controller (SCO) that all district
audits were reviewed and corrections were made, except
as noted, or an acceptable plan was submitted.

In addition, the county superintendent shall identify any
attendance-related exceptions or other exceptions that
had a fiscal impact on state funds, and require the school
district to submit the appropriate forms for processing by
the SPI.

In accordance with EC 41020(1), the independent audit
firm will certify to the county office regarding the status of
the Certification of Corrective Action.

In accordance with EC 41020(m), the SPI shall be
responsible for ensuring that school districts have either
corrected or developed a plan of correction for any or all
of the following:

 All federal and state compliance audit exceptions
identified in the audit.

(1 Any exceptions that the county superintendent
certifies as of May 15 have not been corrected.

1 Any repeat audit exceptions that are not assigned to
a county superintendent to correct.

In accordance with EC 41020(n), the SCO annually shall
select a sampling of county superintendents of schools,
perform a follow-up of the audit resolution process of
those county superintendents of schools, and report
the results of that follow-up to the SPI and the county
superintendents of schools that were reviewed.
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Charter Schools

I OVERVIEW

A. The Charter Schools Act of 1992 authorized charter schools to operate in California.

B. Charter School Petitions

1.

P-009 « Charter Schools « 1/2009

To operate a charter school, applicants must prepare a petition for sponsorship by a
school district, county office of education, or the State Board of Education.

School districts may approve a charter school to operate independently from the
existing school district structure. However, the charter school shall operate within the
geographic boundaries of that school district. A charter school may propose to operate
at multiple sites within the school district, as long as each location is included in the
charter school petition. Exceptions apply (E.C. 47605)

Upon approval of the petition by the governing board of the school district, the
petitioners must provide written notice of that approval, including a copy of the peti-
tion, to the applicable county superintendent of schools, the California Department of
Education, and the State Board of Education.

If the school district governing board denies the petition for the establishment of a
charter school, the petitioner may submit the petition to the county board of educa-
tion. After the petitioner has appealed to the county board of education, and the
county has denied the petition, the petitioner may submit the petition to the State
Board of Education.

Education Code Section 47605.5 allows petitioners to submit charter school petitions
directly to a county board of education for a charter school that will serve pupils for
whom the county office of education would otherwise be responsible for providing
direct education and services.

Education Code Section 47605.6 authorizes the county board of education to approve
a petition for the operation of a charter school that operates at one or more sites
within the geographic boundaries of the county and that provides instructional ser-
vices that are not generally provided by a county office of education.

A county board of education may only approve a countywide charter if it finds, in
addition to the other requirements of this section, that the educational services to

be provided by the charter school will offer services to a pupil population that will
benefit from those services and that cannot be served as well by a charter school that
operates in only one school district in the county.

Education Code Section 47605.8 allows petitioners to submit petitions directly to the
State Board of Education. The board is authorized to approve a petition for a charter
school that would operate at multiple sites throughout the state. The petition must
meet the stated “statewide benefit” criteria.
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8. Some of the items that the petitioners must include in the petition (Education Code
47605):

10.

a.

The educational program of the proposed charter school and the facilities the
school will use.

The measurable pupil outcomes identified for use by the charter school.
The governance structure of the school.
The qualifications that persons employed by the school must meet.

The procedures that the school will follow to ensure the health and safety of
pupils and staff.

On or after January 1, 2003, each petition for the establishment of a charter school
that is submitted to a chartering agency, or for which a renewal is sought, must
identify a single charter school and specify the geographic and site requirements for
the school. Charter school facilities must be within the geographic boundaries of the
authorizing district unless specifically exempted (Education Code Section 47605.1).

Attachments to this procedure include charter petition review documents that may
be used to review appeals coming to the county superintendent of schools office or
request for establishment of a countywide benefit charter:

a.

b.

C.

Charter Petition Review on Appeal following the denial by a school district
Charter School Denial Appeal submission packet

Application packet for the request of a Countywide Benefit Charter School

C. The authority that granted the charter may inspect or observe any part of the char-
ter school at any time.

D. Restrictions (Education Code Section 47605)

Beginning in January 1, 2003, no entity is authorized to approve a charter school to
serve pupils in a grade level that is not served by the school district of the governing
board considering the petition, unless the petition proposes to service pupils in all of
the grade levels served by that school district.

E. Petition Process (Education Code Section 47605)

1.

No later than 30 days after receiving a petition, the governing board of the school
district must hold a public hearing on the provisions of the charter.
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2. Following review of the petition and the public hearing, the governing board of the
school district must grant or deny the charter within 60 days of receipt of the petition.

3. Both parties may agree to an additional extension of 30 days.
F. Types of Charter Schools

1. Charter schools are operated as a part of the school district/county office of education
or as nonprofit public benefit corporations.

2. Charter schools that are operated as a part of the school district, while exempt from
many laws that impact school districts, are still legally a part of the district and:

a. Are included in the district’s budget.
b. Are included in the district’s financial reports to the state.
c. Areincluded in the district’s annual audit report.

d. These charter schools are reported in the general fund (district), county school
service fund (county), a special revenue fund 09, or in an enterprise fund 62.

3. Education Code Section 47604:

a. Authorizes charter schools to operate as, or be operated by, a nonprofit public ben-
efit corporation, formed and organized pursuant to the Nonprofit Public Benefit
Corporation Law of the Corporations Code.

b. Authorizes the governing board of the school district that grants the charter to
have a single representative on the board of directors of the nonprofit public ben-
efit corporation.

c. This section states that:

An authority that grants a charter to a charter school, to be operated by, or as,

a nonprofit public benefit corporation is not liable for the debts or obligations of
the charter school, or for claims arising from the performance of acts, errors, or
omissions by the charter school, if the authority has complied with all oversight
responsibilities required by law, including, but not limited to, those required by
Section 47604.32 and subdivision (m) of Section 47605.

d. Charter schools that are operated as nonprofit public benefit corporations:
i. Are not included in the district’s budget.

ii. File separate financial reports to the state (Charter SACS or Charter
Alternative Form).
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iii. Are not included in the district’s annual audit; these entities have a separate
audit.

G. Direct Funded Charter Schools (Education Code Section 47651)

1.

Education Code Section 47651 authorizes a charter school to receive its state aid
portion of the charter school’s total general-purpose entitlement and categorical block
grant directly or through the local educational agency that either grants its charter or
was designated by the State Board of Education.

When the charter school chooses to receive its funding directly, the warrant is drawn
in favor of the superintendent of schools of the county.

The county superintendent of schools is authorized to establish appropriate funds or
accounts in the county treasury for each charter school.

H. Inquiries (Education Code Section 47604.3)

Requires charter schools to respond promptly to all reasonable inquiries, including,
but not limited to:

Inquiries regarding its financial records, from its chartering authority, the county
office of education that has jurisdiction over the school’s chartering authority,

or from the SPI and to consult with the chartering authority, the county office of
education, or the SPI regarding those inquiries.

I. Responsibilities of Chartering Authority (Education Code Section 47604.32)

Requires each chartering authority to:

1.

2.

Identify at least one staff member as a contact person for the charter school.
Visit each charter school at least annually.

Ensure that each charter school under its authority complies with all reports required
of charter schools by law.

Monitor the fiscal condition of each charter school under its authority.

Provide timely notification to the department if any of the following circumstances
occur or will occur with regard to a charter school for which it is the chartering
authority:

a. A renewal of the charter is granted or denied.

b. The charter is revoked.
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c. The charter school will cease operation for any reason.

6. The cost of performing these duties will be funded with the supervisorial oversight
fees collected pursuant to Section 47613.

J. Financial Reports (Education Code Section 47604.33)

1. Requires each charter school to annually prepare and submit financial reports to its
chartering authority and the county superintendent of schools, or only to the county
superintendent of schools if the county board of education is the chartering authority.
County offices of education may encourage chartering authorities to standardized
reporting formats. The charter memo of understanding can detail mutually agreed
upon reporting forms. Many agreements currently request the submission of reports
similar to those required by SACS or the SACS alternative object driven format. The
following reports are required:

a. On or before July 1, a preliminary budget. For a charter school in its first year of
operation, the information submitted pursuant to subdivision (g) of Section 47605
satisfies this requirement.

b. On or before December 15, an interim financial report. This report shall reflect
changes through October 31.

c. On or before March 15, a second interim financial report. This report shall reflect
changes through January 31.

2. On or before September 15, a final unaudited report for the full prior year must be
submitted to the chartering authority, the county superintendent of schools or only to
the county superintendent of schools if the county board of education is the chartering
authority, and to the California Department of Education (CDE).

a. Pursuant to Education Code Section 42100, the charter school shall approve
their annual statement of all receipts and expenditures of the charter school for
the preceding fiscal year (unaudited actuals) in the format prescribed by the
Superintendent of Public Instruction (SPI).

b. These reports must be submitted to the chartering authority for signature, then
forwarded to the county superintendent of schools, or submitted only to the
county superintendent of schools if the county board of education is the chartering
authority. The county superintendent of schools must verify the mathematical
accuracy of the form and submit the report to the CDE in the manner prescribed
by the CDE, on or before October 15.

3. The chartering authority shall use any financial information it obtains from the charter
school including, but not limited to, the reports required by this section, to assess the
fiscal condition of the charter school
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4. The cost of performing these duties shall be funded with the supervisorial oversight

collected pursuant to Section 47613.

K. County Office Authority (Education Code Section 47604.4 and 1241.5c¢)

1.

Authorizes the county superintendent of schools, to monitor the operations of a char-
ter school within the county and conduct an investigation into the operations of that
charter school, based on parental complaints or other information.

Limits the liability of the county office of education when conducting monitoring or
investigation activities to the cost of the investigation.

Requires charter schools to notify the county superintendent of schools of the county
in which it is located of the location of the charter school, including the location of
each site, if applicable, prior to commencing operations.

At any time, the county superintendent may review or audit the expenditures
and internal controls of any charter school if he or she has reason to believe that
fraud, misappropriation of funds, or other illegal fiscal practices have occurred
(Extraordinary Audit).

a. The review or audit shall be conducted in a timely and efficient manner.

b. Within 45 days of the completed review, audit, or examination, the county super-
intendent must report the findings and recommendations to the governing board of
the charter at a regularly scheduled meeting and provide a copy of the information
to the chartering authority.

c. No later than 15 calendar days after receipt of the report, the charter school gov-
erning board must notify the county superintendent and its chartering authority of
its proposed response to the recommendations.

d. If the county superintendent determines that there is evidence that fraud or
misappropriation of funds has occurred, the county superintendent should notify
the governing board of the charter school, the chartering authority, the State
Controller, the Superintendent of Public Instruction, and the local district attorney
(Education Code 42638).

L. Annual Audits

Each charter school must have an annual audit [Education Code 47605(b)(5)(I)]
If the charter school is operating as a part of the authorizing school district or county

office of education, the charter school is included in the annual audit of the school
district or county office of education.
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3. Education Code Section 47605:

Charter schools must submit a copy of their annual audit report to the chartering
entity, the Controller, the county superintendent of schools in which the charter school
is sited, and the California Department of Education by December 15 of each year.
This only applies if the charter school is a nonprofit corporation.

4. On or before May 31 of each year, county offices are asked by the State Controller to
confirm that all school districts, certain joint powers entities and charter schools have
arranged for their annual audit. The chartering authority should be asked to provide
the information regarding the audit engagement for each charter under their authority
to the county superintendent by April 1. The information requested is:

a. The name, the charter number, and the CDS # of the charter.
b. The name and address of the contracted CPA firm.
c. The fiscal years(s) covered by the audit contract.
d. The audit fee for each fiscal year.
M. Duration of the Charter (Education Code Section 47607)
1. Authorizes a charter for a period not to exceed five years.
2. authorizes one or more renewals for a period of five years (for each renewal).

3. Charter schools may only make material revisions of their charter petition with the
approval of the authority that granted the charter.

N. Revocation of the Charter (Education Code Section 47607)

1. The authority that granted the charter may revoke the charter if the authority finds that
the charter school did any of the following:

a. Committed a material violation of any of the conditions, standards, or procedures
in the charter.

b. Failed to meet or pursue any of the pupil outcomes identified in the charter.

c. Failed to meet generally accepted accounting principles, or engaged in fiscal mis-
management.

d. Violated any provision of law.
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2. Prior to the revocation, the authority that granted the charter must notify the charter

school of any violations and give the school a reasonable opportunity to cure the
violation, unless the authority determines, in writing, that the violation constitutes a
severe and imminent threat to the health or safety of the pupils.

Education Code Section 47604.5 also authorizes the State Board of Education,
whether or not it is the authority that granted the charter, to revoke the charter when
the board finds any of the following:

a. Gross financial mismanagement that jeopardizes the financial stability of the char-
ter school.

b. Illegal or substantially improper use of charter school funds for the personal ben-
efit of any officer, director, or fiduciary of the charter school.

c. Substantial and sustained departure from measurably successful practices such
that continued departure would jeopardize the educational development of the
school’s pupils.

O. Charter Closures

1.

Dissolution of charter assets should be detailed in the petition and/or memo of
understanding between the charter authority and the charter (Education Code Section
47605). Due to timing of apportionments, the county superintendent or county
treasury often ends up with state aid dollars in their possession after the closure of a
charter. Unearned dollars (advance apportionment for closed charter without average
daily attendance) should be communicated to the CDE for retrieval, generally at the
next apportionment certification cycle. All other funds need to be communicated with
the granting authority to determine the process for the retrieval of funds.

If the county superintendent is the charter authority of the closing charter, the county
should send a notice of the school closure to the Charter Schools Unit at the CDE
(Education Code Section 47604.32). The Notification should include the following:

a. The charter school name, number and CDS code.
b. The date of closure action and effective date of the closure if different.

c. The reason for the closure and if was revoked, not renewed, or other reason.

3. The charter authority should ensure that student and school records are secured and

that the student records are transferred to the students’ district of enrollment eligibil-
ity.

4. The charter school and/or the charter authority should have a financial close-out of the

charter school completed with in 6 months after closure.
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5. Attachments to this procedure include recommended closure guidelines from CDE’s
Web site
http://www.cde.ca.gov/sp/cs/lIr/csclosurerules.asp.

P. Funding

1. Funding equal to similar school district: The Legislature’s intent is to provide each
charter school with funding equal to funding that would be available to a similar
school district serving a similar population, except charter schools would not be
funded as necessary small schools and would not receive more that the statewide
average revenue limit. Also, the funding method is designed to be simple and give
charter schools the option of local or direct allocation of their funding. (Education
Code Section 47630).

2. Sources of funding: Charter schools funded pursuant to the charter school funding
model receive state and local funds from three sources:

a. General-purpose entitlement, provided from a combination of state and local
sources in an amount per unit of average daily attendance in specified grade level
spans (Education Code Sections 47633 and 47635).

b. Charter school categorical block grant funds, provided in lieu of separate fund-
ing for specific categorical programs, and in an amount per unit of average daily
attendance in specified grade level spans (Education Code Section 47634.1).

c. Funds provided in lieu of Economic Impact Aid (Education Code Section
47634.1).

3. Local Aid portion of General-purpose entitlement: Charter schools will receive a
portion of the General-purpose entitlement from local funds that are transferred from
the sponsoring local educational agency (LEA) in lieu of local property taxes.

a. Definition of Sponsoring LEA: The sponsoring LEA is defined as:
i. The district that granted the charter.

ii. In the case of a charter that was denied by a district and subsequently ap-
proved by a county office, the district that initially denied the charter.

iii. In the case of a charter approved by the SBE, any LEA that agrees to be the
sponsor, or the LEA that denied the charter if no other LEA has been desig-
nated as the sponsor.

iv. In a county-approved county community school charter, for students who are
referred by parental request pursuant to £C Section 1981(b), the sponsoring
LEA is the district of residence of each pupil in the school.

P-009 « Charter Schools « 1/2009


http://www.cde.ca.gov/sp/cs/lr/csclosurerules.asp

L'Zi:eoA?logpted: 1/2009 Charter SChOOIS

b. Calculation of the Local Aid Portion: The annual amount to transfer in lieu of
local property taxes from the sponsoring LEA to the charter school is the lesser of:

i. The average amount of property taxes per unit of ADA (including ADA at-
tributable to charter schools) received by the LEA, multiplied by the charter
school’s ADA.

ii. The charter school’s General Purpose Entitlement

iii. A county-approved county community school charter will need to collect the
local in-lieu property taxes from the district of residence based on this calcula-
tion. CDE provides an excel worksheet on the principal apportionment web
page that reflects the principal apportionment certified calculation of charter
property tax amounts per ADA at P-1, P-2, and annual certifications.

c. Exception for transfers from Basic Aid district to non-Basic Aid district:
When the transfer in lieu of property taxes is from a sponsoring LEA that is a
Basic Aid district to a charter in a non-Basic Aid district, there is an exemption
from the normal calculation for pupils who reside in, and are otherwise eligible to
attend a school in, the basic aid district, but who attend a charter school in a non-
basic aid school district that limits the transfer to the charter’s revenue limit cal-
culation as long as it doesn’t exceed the property tax per unit of ADA (Education
Code Section 47635(b)(5)). This section has not been implemented.

d. Schedule of Transfers in Lieu of Property Taxes: The transfers in lieu of
property taxes to charter schools are to be monthly. Each monthly amount repre-
sents a specified percent of the estimated annual in lieu of property tax amount
(Education Code Section 47635).

i.  The monthly installments of funding in lieu of property taxes are to be trans-
ferred to the charter school by no later than the 15™ of each month.

ii. For August through February, the estimated annual amount to transfer is cal-
culated based on property taxes received by the sponsoring local educational
agency during the preceding fiscal year and ADA certified in the prior year’s
P-2 Principal Apportionment, and the following percentages are applied:

a) Six percent in August
b) Twelve percent in September

c) Eight percent each month in October, November, December, January and
February
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iii. For March through June, the estimated annual amount to transfer is calcu-
lated based on property taxes estimated to be received by the sponsoring LEA
during the fiscal year and ADA certified in the current year’s P-1 Principal
Apportionment. The amount to transfer in March through June is the differ-
ence between the estimated annual amount and the amount already transferred
in August through February at the following fractions:

a) Two-sixths in March
b) One-sixth each month in April, May, and June

iv. For July, the estimated annual amount to transfer is calculated based on prop-
erty taxes estimated to be received by the sponsoring local educational agency
during the prior fiscal year and ADA certified in the prior year’s P-2 Principal
Apportionment. The amount to transfer in July is the difference between
the estimated annual amount and the amount already transferred in August
through June.

v. Final adjustments to the amount of funding in lieu of property taxes allocated
to a charter school are made in February in the subsequent year, in conjunction
with the final reconciliation of annual apportionments to schools.

vi. A countywide charter’s state aid block grant funding amount is determined
without deduction of any property tax calculation. The CDE provides the total
per ADA block grant funding unless the student’s district of residence is a ba-
sic aid district. The countywide charter school must then contact the resident
basic aid district to receive funding.

e. Adjustment for Sponsoring LEA: For purposes of the Revenue Limit calculation
for the sponsoring LEA, the property taxes received by the sponsoring LEA are
reduced by the amount of funding in lieu of property taxes allocated to charter
schools. (Education Code 47662).
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Q. Certification of Attendance Reports (Education Code 1245).

The county superintendent must sign several reports that are filed by a charter
school. Upon review of the information, the county superintendent or the charter
authority may determine that they cannot certify the information and choose to use
the non-certification block with written detail of the reason attached. The atten-
dance software forms provide a comment section to allow the county superintendent
or a charter authority to state that they are not certifying the data and the reasons
why they cannot certify the attendance information.

1.

Charter Annual Survey —Online

(http://www.cde.ca.gov/sp/cs/ac/csfndsvy0809.asp). New Charters must complete
Grade Level and Economically/Disadvantage report section and send to district and
to the COE for signatures. Attendance estimate is used for advance apportionment
distribution. Generally due to the CDE by May 31 but often accepted through July for
September advance apportionment distribution.

New Charter 20-Day Actual Attendance Certification — On-line
(http://www.cde.ca.gov/fg/aa/pa/ch20dayactual0809.asp). Grade Level and Economic
Disadvantage student report used to adjust second advance apportionment distribu-
tion for actual attendance values for the first month of Charter pupil attendance. The
report is generally due to CDE by October 31.

Continuing Charter School Grade New Level — On-line
(http://www?3.cde.ca.gov/CharterSchoolSurvey/displaysurvey.aspx). Grade Level
information used to provide advance state aid for planned grade expansion. The report
is included in the annual Charter School Funding Survey, which is generally due to
the CDE by May 31 but often accepted through July for September advance appor-
tionment distribution.

Charter School New Grade Level 20 Day Actual Attendance Certification — On-line
(http://www.cde.ca.gov/fg/aa/pa/ch20dayinstrngl08.asp). Grade Level report used to
provide advance state aid for planned grade expansion. Grade Level report used to
adjust second advance apportionment distribution for actual attendance values. The
report is generally due to the CDE by October 31.

P-1, P-2, and annual attendance reports are due at the same reporting period deadlines
as K-12 school district attendance reports. Reports are filed using state software with
signed certifications provided by the charter to the chartering authority and the county
superintendent. Reports may be revised using the same process and regulations of
K-12 revisions.

Attachments to this procedure include the CDE’s New Charter 20-Day Actual
Attendance and Continuing Charter School New Grade Level Actual Attendance
certification forms.
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II. COUNTY OFFICE PROCEDURES
A. At a minimum, the county office of education needs:
1. Alist of all charter schools in the county.
2. The legal status of each charter school.

B. County offices of education have certain legal responsibilities for charter schools as
outlined in this procedure.

1. At a minimum, the county must comply with all legal requirements.

2. County offices of education may choose to provide more services or oversight at their
discretion.

C. Approving Charter School Petitions

Attachments to this section include a sample matrix that counties may use to evaluate a
charter school petition submitted to the county office of education.

D. Direct Funded Charter Schools

When a charter school is direct funded, county offices may establish a fund or funds to
account for these funds in the county treasury.

E. Oversight of Charter Schools

1. Although Education Code Section 47604.33 requires charter schools to submit a pre-
liminary budget, two interim reports, and a final unaudited report to the county office
of education, the law does not indicate that the county is responsible for any specific
level of fiscal oversight. Therefore, once the county office of education receives these
reports, it is up to the county to decide what level of review it will perform.

2. Education Code Section 47604.32 requires each chartering authority to monitor the
fiscal condition of each charter school under its authority. If the county office of edu-
cation is not the chartering authority, it may still provide additional fiscal oversight as
a service to the school districts in the county.

3. One COE has chosen to provide oversight to all charter schools in the county consis-
tent with its oversight for all other school districts in the county.

4. Attachments to this section include a sample legal opinion obtained by a COE that
supports the manner in which the county is providing oversight of the charter schools
in the county.
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5. Attachments to this section include current documents that have been developed by
COEs as examples of the oversight process:

a. Request for Information
b. Monitoring Activities
c. Guidelines for Budget Development

d. Charter School Review Templates
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III. LEGAL CITATIONS

Education Code

A.

Section 1241.5(c)

County superintendent may review or audit the expenditures and internal controls if there
is reason to believe that fraud, misappropriation of fund, or other illegal fiscal practices
have occurred.

Section 1245

Requires the county office of education to submit reports required by the Superintendent
of Public Instruction.

Section 1628

Requires the county office of education to file financial statements for those charter
schools approved by the county.

Sections 17078.5 —17078.64

Charter school facilities funded with the proceeds of state bonds authorized after January
1,2002.

Sections 41365 — 41367
Charter School Revolving Loan Fund
Section 42100

Requires charter schools to approve, on or before September 15, an annual statement of
all receipts and expenditures in a format prescribed by the SPI. The charter school must
file the statement with the sponsoring agency.

Sections 42238.51 — 42238.53
Computing the average daily attendance.
Sections 47600 — 47604.5

The Charter Schools Act of 1993. Authority for charter schools to elect to operate as, or
be operated by, a nonprofit public benefit corporation.

Sections 47605 — 47608

Charter school petitions.
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J. Section 47610
Exemption of charter schools from the laws governing school districts.
K. Section 47611

Charter schools choosing to make the State Teacher’s Retirement (STRS) Plan or the
Public Employees’ Retirement System (PERS) available to employees.

L. Section 47611.3

Authorization for the chartering authority to create STRS and PERS reports.
M. Section 47611.5

Authority of the Public Employment Relations Board.
N. Sections 47612 — 47612.1

Age and residency requirements for charter school pupils.
O. Section 47612.5

Information on:

* The conditions of apportionment

* Instructional minutes

* Maintaining attendance documentation

+ State testing program certification

* Independent study requirements

* Non-classroom-based instruction
P. Section 47613

Authority to charge an amount not to exceed 1% of the revenue of the charter school for
the oversight of the charter school by the chartering agency. The chartering agency may
charge 3% if the charter school received rent-free facilities.

Q. Section 47613.1

Charter schools that do not receive block-grant funding.
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R. Section 47614
Availability of public school facilities for charter schools.
S. Section 47614.5
Establishes the Charter School Facility Grant Program.
T. Section 47615
Establishes that charter schools are part of the public school system.
U. Sections 47620 — 47625

Elementary school that has been operated by the University of California at the Los
Angeles campus.

V. Sections 47630 — 47632.5
Funding for charter schools.
W. Section 47633
Computation of the general-purpose entitlement.
X. Section 47634
Computation of the categorical block grant.
Y. Section 47634.2
Funds for non-classroom-based instruction.
Z. Section 47634.3
Computation of average daily attendance for purposes of section 47633 and 47634.
AA. Section 47634.5
Requirements for the Department of Finance to provide certain information.
BB. Section 47635
Transfer of in-lieu taxes to charter schools.
CC. Sections 47636 — 47638

Eligibility for federal and state categorical funds.
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DD. Section 47640

Defines a charter school as a local educational agency.
EE. Sections 47641 — 47647

Participation in a special education local plan (SELPA).
FF. Sections 47650 — 47651

Direct funding versus funding through the local educational agency.
GG. Section 47652

Funding in the first year of operation.
HH. Sections 47660 — 47664

Funding for the sponsoring agency.
II.  Sections 51745 — 51749.3

Independent study.
JJ. Sections 60240 — 60252

State Instructional Materials Fund.

Attachments referenced in this section are contained in the electronic version of this manual, which
may be viewed and downloaded at www.fcmat.org.
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Fiscal Year :

CHARTER SCHOOL.:

CHARTER SCHOOL REPORT REVIEW

2008-09

Review Period:

Standard

Adopted Budget (7/1)
First Interim (10/31)
Second Interim (01/31)
Actuals (6/30)

Description
Budgeted ADA has not been substantially overestimated

Projected enrollment has not been substantially overestimated
Projected ADA to enrollment ratio is consistent with historical ratios
Deficit Sending is within reasonable levels.

Reasonable Reserves are maintained
Projected Salary Costs are reasonable for staffing FTE and COLA

2
3
4
5 Budgeted Fund balance trends are not constantly declining
6
7
8

General Purpose State Aid is reasonably projected

9 In-Lieu of Property Tax Revenue is reasonably projected

10 Categorical Block Grant Revenue is reasonably projected

11 Lottery Revenue is reasonably projected

12 Facilities Costs are reasonable

13 Debt incurred has revenue source for repayment

14 Estimated Actuals appear to be reasonable

15 Administrative Costs have been budgeted

16 Cash Flow Projections are reasonable and sufficient.

17 Assumptions provided for report are reasonable

18 Multi-Year Projections are reasonable

19 Does the Audit report confirm adequate fiscal controls and records
20 Detail Charter Report Review completed and district actions specified

Review Completed By:

oooo

Standard

Met

Yes

No

Title:

Date:

Phone #
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Riverside County Office of Education
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Application Packet for the Establishment of a Countywide Benefit Charter School
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Riverside County Office of Education
Riverside, California
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Application Packet for the Establishment of a Countywide Benefit Charter School

TIMELINE

Action Timeline

Petitioner submits Notice of Intent (Form A) When petitioner determines that
proposed charter school petition

meets the RCOE Board-approved
“Approval Requirements for a
Countywide Benefit Charter School”
(pages 6-8)

2. Petitioner submits:
= Items listed in section A on page 3 of this When petitioner determines that the
packet required documents are completed as
Petition for a Countywide Charter School described
containing the required elements in EC
47605.6
Charter Petition Review Matrix
indicating where each of the required
elements can be located in the petition.
(“Found on page”) column on left side of
each page of the matrix)

Upon determination that the documents 60 days from receipt of required

submitted are sufficient, a public hearing is held documents

Decision by the Board of Education 90 days from receipt of required
documents

Agreement by petitioner and RCOE that 30 day extension of timeline
additional time is required (optional)

Only complete application packets will be reviewed.
The charter review timeline becomes effective after all of the above have been completed and submitted.

Riverside County Office of Education “The Success of All Students is our Focus”
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Charter Application Process
PETITION FOR ESTABLISHMENT OF A COUNTYWIDE CHARTER SCHOOL
Riverside County Office of Education

|

The Board of Education and the staff of the Riverside County Office of Education (RCOE) view the responsibility to provide a
quality education to all of the children in Riverside County as a serious undertaking. In that light, we are interested in authorizing
only high quality charter schools that:
e Share our vision of equity and success for all students in Riverside County

Implement innovative and effective approaches to educating students

Implement effective instructional strategies to serve underperforming populations

Narrow the achievement gap among students of various backgrounds

Demonstrate fiscal viability

Provide sound governance that is free of conflict of interest

The foundational document guiding all charter school operations is the charter. An approved charter is a performance contract
between RCOE and the charter school. As such, terms of the contract must be delineated as clearly as possible, especially with
regards to student performance measures. A comprehensive well-written petition provides clear operating procedures for the
charter school and objective measures to which RCOE will hold the charter school accountable. It is recommended that
petitioners use the California School Board Model Charter School Petition as a standard for developing a petition. This document
is available online at: http://www.cde.ca.gov/sp/cs/re/documents/modelcsappnov03.doc .

This application packet is designed to give petitioners a clear outline of what RCOE considers to be
a “reasonably comprehensive” charter petition.

Starting a charter school is hard work, and the foundation must be well laid in order to ensure success!
Submitting the Application

Only complete application packets will be reviewed.
The charter review timeline becomes effective after all of the following have been submitted.

Please assemble three (3) binders containing the following items with tabs separating each numbered requirement.

[ Table of Contents

[ Required Forms

Notice of Intent to Apply for a Charter School Form A

Applicant Information for each Lead Petitioner Form B

Applicant Information for School Director/Principal Form B

Applicant Information for On-site Financial Manager Form B

Charter Information Form C

Request for Information from Prospective Board Form D

Members 1 per member

Articles of Incorporation for the non-profit organization (or explanation of why these have not yet
been developed)

By-laws for the non-profit organization that is requesting the charter (or explanation of why these
have not yet been developed)

Resumes and credentials for all meaningfully interested teachers

Proposed budget (start-up and three year budgets)

oooooo™ o

i

Please provide fifteen (15) copies and one CD of the following:

0 Charter Petition with original signature pages (50%) of either parents meaningfully interested in
enrolling their child at the school or teachers meaningfully interested in teaching at the School

0 RCOE Charter Review Matrix with page numbers identifying the location of required information
indicated in the second column of the matrix

The above items must be hand delivered to the Charters Schools Unit of the Riverside County Office of Education
3939 13t Street, Riverside, CA

Riverside County Office of Education “The Success of All Students is our Focus”
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Charter Application Process
PETITION FOR ESTABLISHMENT OF A COUNTYWIDE CHARTER SCHOOL
Riverside County Office of Education

|

Petition Review

The petition for a charter school is reviewed utilizing the Riverside County Office of Education “Approval Requirements for a
Countywide Benefit Charter School” and the “Charter Petition Review” matrix of requirements of EC 47605.6 presented as a part
of this application packet.

According to California Code of Regulations, 5 CCR s 11967.5.1 (g) A "reasonably comprehensive" description, within the
meaning of subdivision (f) of this section and Education Code section 47605(b)(5) shall include, but not be limited to, information
that:
(1) Is substantive and is not, for example, a listing of topics with little elaboration.
(2) For elements that have multiple aspects, addresses essentially all aspects of the elements, not just selected aspects
(3) Is specific to the charter petition being proposed, not to charter schools, or charter petitions generally.
(4) Describes, as applicable among the different elements, how the charter school will:
(A) Improve pupil learning
(B) Increase learning opportunities for its pupils, particularly pupils who have been identified as academically low
achieving
(C) Provide parents, guardians, and pupils with expanded educational opportunities
(D) Hold itself accountable for measurable, performance-based pupil outcomes
(E) Provide vigorous competition with other public school options available to parents, guardians, and students
The Riverside County Governing Board and RCOE staff views 5 CCR s 11967.5.1 (g) as meaningful guidelines for reviewing
charter applications and have incorporated this guidance into the “Charter Petition Review” matrix.

C. Petition Team Capacity Interview

In addition to a review of the charter petition the Charter Schools Unit will hold an interview with the petitioner team and the Board
of Directors to gauge the experience and expertise of its members in the areas of:

e Curriculum, instruction and assessment

¢ Finance and business operation

e School administration, including on-site leadership and on-site financial management

e School governance
This interview is mandatory and must be attended by members of the petitioner team who have expertise in all of the above
areas. If a Board of Directors has been identified at least two must attend the interview.

D. Board of Education Approval Process

Within the guidelines delineated in Education code § 47605.6, the Riverside County Board of Education will make a final decision
regarding the granting or denial of the charter petition. Petitions may be approved with conditions, including but not limited to the
following:
o Fora classroom-based program, that a site be secured with an appropriate Certificate of Occupancy 45 days prior to the
opening of school
That the school’s student recruitment process not begin until the above condition has been met
That a qualified principal be hired prior to the opening of the school and that the charter school notify Riverside County
Office of Education’s Charter Schools Unit 45 days prior to the opening of the school
That the charter school and the Riverside County Office of Education ensure that all required Memorandums of
Understanding (MOUs) have been addressed

Riverside County Office of Education “The Success of All Students is our Focus”
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The Board of Education will not deny a petition unless it makes written factual findings setting forth specific facts to support one or

more of the following:
The charter school presents an unsound educational program for students

The petitioners are demonstrably unlikely to successfully implement the program set forth in the petition

The petition does not contain the required number of signatures
The petition does not contain the necessary affirmations

The petition does not contain reasonably comprehensive descriptions of the required elements for a county-authorized

charter school

Please do not hesitate to contact the Charter Schools Unit
of the
Administration and Business Services Division at
(951) 826-6448 if you have any questions about the application process.

Email inquiries can be addressed to pcrawford@rcoe.us

Riverside County Office of Education “The Success of All Students is our Focus”
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BOARD POLICY

Riverside County Office of Education BP 0420.41
Attachment-A
1of3

Submission of Countywide Benefit Charter School Petitions to the County Board of
Education

Approval Requirements for a Countywide Benefit Charter School

(a) A petition to establish a countywide benefit charter school pursuant to Education Code section 47605.6
shall:

(1) Comply with all statutory requirements otherwise applicable to charter schools.
(2) If applicable, comply with all requirements of law relative to the provision of independent study.

A charter that does not expressly provide for independent study shall not be interpreted as allowing
independent study beyond that which is incidental and required to address the temporary needs of
particular students.

(3) Describe how an annual independent audit of the countywide benefit charter school will be
conducted in keeping with applicable statute and regulation and indicate how the countywide benefit
charter school's individual sites will be appropriately included in the audit process.

(4) Incorporate a plan that provides for initial commencement of instruction which shall describe how
the instructional services will provide a countywide benefit that cannot be provided by a charter school
operating in only one school district.

(5) Include an assurance that the instructional services for similar student populations described in the
charter will be essentially similar at each site and, thus, that each pupil's educational experience will be
reasonably the same with regard to instructional methods, instructional materials, staffing
configuration, personnel requirements, course offerings, and class schedules.

A countywide benefit charter school that provides more than one type of educational setting (i.e.
learning centers and academies) shall describe how the provision of instruction described above will
be essentially similar at each site providing the same type of educational setting.

(6) Describe how the countywide benefit charter school will participate as a member of a special
education local plan area, and ensure a coordinated structure for the provision of necessary programs
and services specific to students with Individual Education Programs (IEPs).

(7) Describe how local community input for each school included in the plan was solicited (or will be
solicited). Satisfaction of this paragraph shall involve the holding of at least one publicly noticed
meeting for each school, with a summary of the input received at the meeting(s) being provided.

Approved September 12, 2007 (update: Jy. 07)

Riverside County Office of Education “The Success of All Students is our Focus”
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Riverside County Office of Education BP 0420.41
Attachment A
20f3

(8) Contain sufficient signatures either of parents, guardians, or of teachers in keeping with Education
Code § 47605.6(b) (3) for each school proposed in the first year.

(9) Include an assurance that the school districts where each school will be located will be notified at
least 120 days prior to commencement of instruction.

(10) Address all charter elements specified in Education Code section 47605.6 and included in the
Riverside County Office of Education Charter Petition Review Matrix.

(11) Contain or address any provisions or conditions specified by the County Board of Education at the
time of charter approval.

(12) Charter schools proposing to operate more than one site:

(A) Provide a list identifying each school that will be operated by the countywide benefit charter
school that includes:

(1) A timeline for the commencement of instruction at each school. Commencement of
instruction must begin during the term of the charter.
A school in its first year of operation may only commence instruction between July 1
and September 30 of the year in which it proposes to commence operation.

(2) The general location of each school and the school district in which each school is to be
located.

(3) A description of the potential facilities to be used at each school.

(B) Contain a plan for operations of the countywide benefit charter school that describes the
distinction between centralized and individual school level responsibilities and includes a staffing
plan to implement the activities at the designated level. The plan shall address countywide benefit
charter school operations including, but not limited to:

(1) Academic program (4) Financial administration

(2) Facilities and school operations (5) Governance

(3) Legal and programmatic compliance (6) Decision-making authority

(b) "Instructional services of a countywide benefit", as referenced in Education Code section 47605.6(b),
shall include, but not be limited to, the following factors:

(1) Unique factors and circumstances related to the countywide benefit charter school's educational
program that can only be accomplished as a countywide benefit charter and not as a single district,
including specific benefits to each of the following:

(A) The pupils who would attend the countywide benefit charter school,

Approved September 12, 2007 (update: Jy. 07)

Riverside County Office of Education “The Success of All Students is our Focus”
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countywide benefit.

Board of Education.

NOTE: Authority cited:

Riverside County Office of Education

$47605.6, Education Code.

BP 0420.41
Attachment A
3of3

(B) The communities, including school district(s) in which the individual schools would be located
(e.g., in terms of pupil demographics and performance),
(C) Riverside County, to the extent applicable, and

(D) The countywide benefit charter school itself (e.g., in fundraising, community partnerships, or
relationships with institutions of higher education).

(2) Neither an administrative benefit to a charter operator, nor a desire by a charter operator to provide
services in more than one district, shall be considered sufficient in and of itself to constitute a

(c) Following its submission, a petition to establish a countywide benefit charter school may be modified,
or new schools added that were not included in the original petition, only with the approval of the County

(d) Each countywide benefit charter school shall provide an annual report to the County Board of
Education reflecting student achievement data, performance benchmarks, and other pertinent data
supporting stated charter goals.

(e) For purposes of EC Section 47605.6(b) (5) (H), the racial and ethnic balance of a county-wide charter
shall be reflective of the county as a whole, rather than of a specific district.

Approved September 12, 2007

Riverside County Office of Education “The Success of All Students is our Focus”
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Application Packet for the
Establishment of a Countywide Benefit Charter School

REQUIRED FORMS
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Form A Notice of Intent to Apply for a Charter School
Form B Applicant Information
Form C Charter Information

Form C-2 Charter Information for a Current Charter School
Operating in Adjacent County

Form D Request for Information from Prospective Charter
School Board Members

Reference Document

Attachment A Riverside County SELPA charter Policy

Electronic versions of the forms can be requested by emailing
pcrawford@rcoe.us

Riverside County Office of Education “The Success of All Students is our Focus”
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Notice of Intent to Apply for a Charter School
PETITION FOR ESTABLISHMENT OF A COUNTYWIDE CHARTER SCHOOL
Riverside County Office of Education

CHARTER SCHOOL INFORMATION
Name of proposed charter
school:

General location (including district) of proposed school:

Projected grade levels: Projected enrollment: Goal date for opening school:

LEAD PETITIONER INFORMATION
Name of lead petitioner:

Address: City:

Daytime Phone Number(s):

Email address:

LIST CHARTER DEVELOPMENT TEAM MEMBERS

JUSTIFICATION FOR COUNTYWIDE CHARTER SCHOOL

Provide an explanation of why the unique services of your charter school cannot be offered through a charter that operates in only one school district.

EC 47605.6(a) (1) A county board of education may only approve a countywide charter if it finds, in addition to the other requirements
of this section, that the educational services to be provided by the charter school will offer services to a pupil population that will
benefit from those services and that cannot be served as well as a charter school that operates in only one school district in the county.

CERTIFICATION
I/we certify that we are interested in applying for a Countywide Charter School within Riverside County.

Print Name: Signature:

_OFFICEUSEONLY ____

Received by:

Print Name: Signature:

Riverside County Office of Education “The Success of All Students is our Focus”
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Applicant Information
PETITION FOR ESTABLISHMENT OF A COUNTYWIDE CHARTER SCHOOL
Riverside County Office of Education

Applicant Information - ATTACH RESUME

Applicant’s Position with Charter School: O Lead Petitioner O Director/Principal O On-Site Financial Manager

Name of Applicant (First/Middle/Last) :

Other Names Used (i.e. Maiden/Former Married):

Current Address:

City:

Background Information
Include this information in the attached resume:
Education History

Employment History - If applicable, include previous experience with Charter Schools
Professional Licenses/Credentials

Professional Affiliations (Corporate Positions, Board Positions, etc)

Fictitious Business Name Affiliations

Professional References

If applicable - Arrests and/or Convictions

Proposed Charter School

Charter School Name:

Address (if available):

City:

Legal Entity Behind Charter School (if available)

Other Charter Schools with which Affiliated (prior and current):

Location of Other Charter Schools:

Authorization to release Information

My signature affirms that all information on this application is true to the best of my knowledge. Further, | authorize all employers, institutions,
government agencies and persons named as references to release information for use in establishing my qualifications and credentials for this position:
This authorization:

®  Removes all liability from those who provide information and verification in response to any information | have stated in applying on behalf
of the above references Charter School.

Releases the Riverside County Office of Education and any agent acting on its behalf from any and all liability of whatever nature in
requesting or using such information to assess my candidacy on behalf of the above referenced Charter School.

Is valid during my entire candidacy and during any resulting period of employment with the above referenced Charter School.

Is an indication of my knowledge and understanding that the information provided in this application will be used to examine by
background and my knowing and voluntary agreement to the background information being publicly disclosed as part of the
charter/renewal petition and review process.

Signature

Applicant Signature:

Title: | Date:

OFFICE USE ONLY

Charter School Application Process by:

Phone: | Fax: | E-mail:

Riverside County Office of Education “The Success of All Students is our Focus”
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Charter Information

PETITION FOR ESTABLISHMENT OF A COUNTYWIDE CHARTER SCHOOL
BRI LG Riverside County Office of Education

This page is to be submitted with your final charter petition. The information you supply will be
incorporated into the Board Report that will be submitted to the Riverside County Board of Education
on your behalf. Use additional pages as needed to provide the following information:

Name of organization or individuals applying for charter:

Grade levels to be served by the proposed charter school:

Number of students proposed to be served:

Location address or target districts:

Proposed instructional setting(s):

Facility status and location(s):

Board of Directors: (list):

Source(s) of money for start-up:

3-5 top leaders and their positions::
Leader Position

Have you submitted your charter to any other jurisdiction for approval?
If yes, where?

Are there any “sister” charters? Yes No
If yes, indicated where located:

Under which SELPA do you intend to provide Special Education Services:

Contact information for SELPA :

If Riverside County SELPA, please note that their Local Plan requires a consultation with the SELPA Director prior to
approval of a charter. (See AttachmentA))

Provide information on any management company with which your charter school will contract.
Use additional pages, if necessary
Name and Contact Information for Management Company: Service to be provided:

Riverside County Office of Education “The Success of All Students is our Focus”
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Charter Information

PETITION FOR ESTABLISHMENT OF A COUNTYWIDE CHARTER SCHOOL
Riverside County Office of Education

14. Provide a description of the Philosophy:

15. Rationale for why this unique charter school cannot be authorized by a district:

Form C

continued

16  Describe the innovative elements of your charter that could be considered to be “best practices” and could be

replicated by other schools:

Riverside County Office of Education “The Success of All Students is our Focus”
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Form C-2

Charter Information for a Current Charter School
Operating in Adjacent County

PETITION FOR ESTABLISHMENT OF A COUNTYWIDE CHARTER SCHOOL
Riverside County Office of Education

Existing Charters and Geographic Limitations

According to EC 47605.1(3)(c)(2) a charter school may establish a resource center, meeting space, or
other satellite facility located in a county adjacent to the county in which the charter is authorized as
long as the majority of the students served by the school are residents of the county in which the
charter school is authorized.

Existing charter schools submitting petitions in response to the geographic limitations set by
47605.(3)(c)(2) must address the following:

1.

Provide a copy of the governing board minutes for the meeting(s) where the submission
of a petition to the Riverside County Office was discussed/approved

Provide evidence of the original charter school’s incorporation as a non-profit public
benefit corporation, if applicable

Provide a copy of the governing board minutes where a determination of whether the
new charter will operate under the 501(c)(3) of the existing school or if it will form a
separate non-profit public benefit corporation

Provide enrollment data showing the percentage of enrolled students residing in Riverside
County and the percentage of enrolled students residing in the county of the authorizer of
the current charter school

Provide a plan that reflects the division of staff, students, materials, and equipment
between the two charter schools

Provide a plan that delineates the responsibility for debt shared by the two schools

Provide information regarding the liability for financial commitments related to facilities
incurred by the “parent charter school” for sites that will be utilized by the proposed
charter school

Indicate which SELPA will provide oversight in the provision of Special Education Services
to the students enrolled in the proposed Riverside County Charter School?

Riverside County Office of Education “The Success of All Students is our Focus”
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REQUEST FOR INFORMATION FROM
PROSPECTIVE CHARTER SCHOOL BOARD MEMBERS
PETITION FOR ESTABLISHMENT OF A COUNTYWIDE CHARTER SCHOOL

Riverside County Office of Education

=

|

As you are already aware, serving on a public charter school board is a position of great trust and responsibility.
As a board member of a public school, you are not only ultimately responsible for the education of all students
enrolled in the school, but also entrusted with the obligation to see that the public monies which are given to the
charter school are legally and wisely spent.

By providing the requested information prospective board members will assist the Charter Schools Unit in
determining if the application demonstrates that the school will be run in a financially, organizationally and
educationally sound manner.

Background

Will you will be at least eighteen years old by January 1 of the year in which the proposed charter school
would open? O Yes [ No

Using this “Form D" as a cover sheet, submit typed responses to the inquiries on this page and page 12:

1. Indicate how you became aware of the proposed charter school and the opportunity to serve as a member of
its board if it is chartered, including who invited you, if applicable, to sit on the board.

2. Explain why you wish to serve on the board.

3. Please indicate if you have previously served on a board of a school district or a not-for-profit corporation
(including the board of a non-public school) and describe any relevant experience.

4. Describe your understanding of the appropriate role of a public charter school board member.

5. Indicate specifically the knowledge and experience that you would bring to the board.

Name (please print)

Signature

Riverside County Office of Education “The Success of All Students is our Focus”
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Countywide Charter Application

RIVERSIDE COUNTY SELPA Attachment A

PROVISION OF SPECIAL EDUCATION SERVICES TO STUDENTS
VOLUNTARILY ENROLLED IN CHARTER SCHOOLS
Approved by Governance Council
December 6, 1999
(Revised 5/26/00)

(Revised 8/25/06)

INTRODUCTION

This policy applies to all charter schools that are chartered by an LEA in the Riverside County Special Education
Local Plan Area (SELPA) Riverside County SELPA (hereinafter SELPA) or granted a charter on appeal by the
Riverside County Board of Education or the State Board of Education in which oversight responsibilities have been
assigned to a SELPA-member LEA. This policy only extends to a charter school that was chartered by, or assigned
to, an entity that is a member of the SELPA.

As students enrolled in charter schools are entitled to special education services provided in a similar manner to
students enrolled in other public schools, charter schools within the SELPA shall comply with all requirements of all
applicable state and federal law regarding provision of special education services (Education Code > 56000 et seq.,
Individuals with Disabilities Education Act 20 U.S.C. Chapter 33). A charter school shall not discriminate against
any pupil in its admission criteria on the basis of disability. Students enrolled in charter schools shall receive services
in a manner similar to students enrolled in other public schools within the SELPA. The Charter School shall be
treated as all other SELPA-member LEAs by the administrative unit and the SELPA Director.

Charter schools must delineate in their memorandum of understanding (MOU) the entity responsible for providing
special education instruction and related services. This document must reference any anticipated transfer of special
education funds between the granting LEA and the charter school and any provisions for sharing deficits and/or
proration factors in funding. This document must affirm, in writing, that the district where the student resides, if
different than the chartering LEA, is not responsible for providing special education services to students that are
enrolled in the charter school." The written agreement must also state that prior to final approval of a request to be
deeme;i a local educational agency (LEA), the charter school will be deemed a public school within the chartering
entity.

SELPA INVOLVEMENT WITH APPROVAL AND RENEWAL OF CHARTERS

Prior to approval of a new charter school, or renewal of an existing charter school, the petitioner shall consult with
both the superintendent or designee of the chartering entity and the SELPA Director to ensure that the charter school
responds to district and SELPA guidelines and timelines as they related to special education. The petition presented
must provide assurances that all eligible students enrolled in the charter school will receive appropriate special
education services in accordance with appropriate state and federal law and the SELPA Local Plan for Special
Education (Local Plan). The petition shall provide that no student otherwise eligible to enroll in the charter school
will be denied enrollment due to a disability or to the charter school's inability to provide necessary services.> Each
charter petition must contain a reasonably comprehensive description of the charter school's educational program, as
it relates to the provision of special education services, including the following:

! Requires the charter school to acknowledge in its MOU that the district where the student resides is not responsible for
special education once the child leaves the district.

2 The charter school is deemed a public school when first granted a petition and cannot be deemed an LEA in this
SELPA until the charter school has complied with all procedures outlined in this policy.

? Petitioner must confirm in writing that they will not discriminate due to disability.

Riverside County Office of Education “The Success of All Students is our Focus”
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The specialized instruction and services available at the charter school,
The procedures for ensuring that students are referred, assessed and served in a timely manner;

Assurances that staff members providing special education services are appropriately credentialed;

Assurances that the facility used by the charter school does not present physical barriers that would limit an
eligible student's full participation in the educational and extracurricular program;*

Disenrollment, suspension and expulsion policies and procedures must ensure that the protections of federal
and state law are afforded to special education and 504 eligible students; and

Dispute resolution procedures that will apply to any disputes between educational entities, including the
SELPA, regarding the provision of special education services in the charter school.

Categories of Charter Schools

For the purposes of provision of special education services, charter schools shall be deemed either a public school
within the chartering district or an LEA that receives funds and provides services independent of the chartering
entity. All approved charter schools will be deemed public schools within the chartering entity until the charter
school has been deemed an LEA following this policy and decision making process outlined in Section II,
Governance and Administration of the Local Plan. The categorization as a separate LEA will become effective on
the first day of the fiscal year (July 1), following final approval by the SELPA Governance Council.

A.

Public School Within a School District or RCOE

Charter schools that are deemed to be public schools within the chartering entity will participate in state and
federal funding in the same manner as other schools or programs within the chartering entity. The chartering
entity will be responsible for ensuring that all children with disabilities enrolled in the charter school receive
special education and designated instruction and services in a manner that is consistent with all applicable
provisions of state and federal law. The chartering entity will determine the policies and procedures
necessary to ensure that the protections of special education law extend to students in the charter school in
the same manner as students enrolled in other schools or programs administered by the chartering entity.

The chartering entity will:

Receive all applicable special education funds as specified in the SELPA's Assembly Bill (AB) 602
Funding Allocation Plan. The allocation per ADA in the charter school will be the same as that
received by the chartering entity, if chartered by a district. If the chartering entity is the COE, the
allocation for students enrolled in the charter school will be equal to the average allocation per ADA
of member districts within the SELPA, excluding Desert Center Unified School District as this
district is treated as a sparse LEA.

Represent the needs of the charter school in the SELPA governance structure;

Be responsible for ensuring that all eligible students enrolled in the charter school are appropriately
referred, assessed and served in a timely manner;

"504".

* Affirms charter school responsibilities under Section 504 of the Rehabilitation Act of 1973 (34 CFR 104) hereinafter
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Be responsible for procuring and funding appropriate special education services, where ever the
student may reside; and

Provide necessary special education services or contract for these services with public or private
educational agencies.

The chartering LEA and the charter school may enter into business agreements or contracts whereby the
charter school agrees to pay for the excess costs associated with providing special education services to
identified students, including the administration of special education programs. When the chartering entity is
a district, the charter school should be held fiscally responsible for a fair share of any encroachment on
district general funds that is created by the provision of special education services throughout the district’.

Charter School As An LEA Within The SELPA

Application must be made to the SELPA on or before February 1 of the school year preceding the school
year in which the charter school anticipates operating as an LEA within the SELPA. LEA status will not
become effective prior to July 1 of the year in which final approval was granted. Once granted LEA status, a
charter school will participate on an equal basis with other members in the governance of the SELPA. The
LEA charter school will choose a representative to the Governance Council and a representative to the
Coordinating Council. The representative to the Governance Council must be the chief executive officer
pursuant to the Governance Council Bylaws. The representative to the Coordinating Council must be an
authorized agent designated by the governing board of the charter school. Like other members of the
SELPA, the charter school will be represented on the SELPA Finance Committee by the individual chosen
from the geographic zone in which the charter school is located.

The applicant charter school will be deemed an LEA if the SELPA Governance Council determines that the
charter school has met all requirements to be included as a member LEA of the SELPA as specified in this

policy and the Local Plan. These requirements include:

Provide assurances that all individuals with exceptional needs (ages birth to 22) shall have access to
appropriate special education programs and services;

Provide assurances that each certificated employee is appropriately credentialed to serve in his/her
assignment;

Provide necessary staff as required to meet federal and state mandates;
Follow all SELPA policies and procedures;
Utilize SELPA approved forms;

Place special education students in programs administered by other SELPA members only with
either inter or intra SELPA permits and/or interdistrict permits;

Provide transportation as indicated on the student's IEP; and

Indemnify and hold harmless each of the member entities.

> AB 1115 requires that the chartering entity, if a district, charge the charter school ifs pro-rata share of district-wide
encroachment (EC 47646) as is the case with all of the SELPA-member districts. However, for consideration, the district may
waive this charge. Specifics should be included in an MOU.

Riverside County Office of Education “The Success of All Students is our Focus”
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Once deemed an LEA, the charter school shall:

Participate in governance of the SELPA by naming one representative to the Governance Council
and a representative to the Coordinating Council;

Contribute to, participate in, and receive the benefits of reimbursement from the Out-of-Home Care
Funding in the same manner as other members. 6

If any new school district or charter school applies as an independent member of the SELPA, it will
receive AB 602 Growth Rate funding based on ADA plus program specialist dollars for the base
year. In subsequent years, this base rate will increase by COLA as well as the LEA will receive
growth dollars based on its appropriate eligibility determination;

If any new school district or charter school applies as an independent member of the SELPA and it’s
percentage of special education students to total population is significantly lower than any of the
SELPA-member LEAs, then the SELPA and Charter School shall enter into an MOU outlining the
funding as a condition of becoming an LEA in the SELPA;

Be responsible for all costs incurred in the provision of special education services. These costs may
include, but are not limited to, instruction, services, transportation, nonpublic school/agency
placements, inter/intra SELPA placements, due process proceedings, complaints and attorney fees;

Document that all State and Federal special education funds apportioned to the charter school are
used for the sole purpose of providing special education instruction and/or services to identified
students with disabilities; and

Special education apportionment must be used solely for the purpose of providing special education
instruction and/or services to identified students with disabilities. Any apportionment not used for
provision of special education will be reviewed by the Governance Council and Finance Committee
for potential recapture and/or reallocation of funds.

® Provides that funds generated by enrollment in the charter school LEA, like all other SELPA members, pays for
SELPA and regionalized services.
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Riverside County Office of Education
Riverside, California
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Appeal Submission Packet for the Establishment of a Charter School
Following Denial by a School District

TIMELINE

Action Timeline

=y

Petitioner submits Form A: Maximum of 180 days from denial
Notice of Intent to Appeal District Denial

2. Petitioner submits:
* [tems listed in section A on page 3 of this Within 180 days of denial:

packet Petitioner determines that the
» The exact Petition for a Charter School required documents are completed as
that was denied by the school district described

* RCOE Charter Petition Review Matrix
indicating where each of the required
elements can be located in the petition.
(“Found on page”) column on left side of
each page of the mattrix)

3. Upon determination that the documents 30 days from receipt of all required
submitted are sufficient, a public hearing is held documents

4. Decision by the Board of Education 60 days from receipt of all required
documents
5. Agreement by petitioner and RCOE that 30 day extension of timeline

additional time is required (optional)

Only complete application packets will be reviewed.
The charter review timeline becomes effective after all of the above have been completed and submitted.

Riverside County Office of Education ~ “Where The Success of All Students is Our Focus” 6-24-08 2
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| 5 Charter Appeal Process
|- ———— Petition Presented on Appeal Following Denial by a School District
=== Riverside County Office of Education

s
i

The Board of Education and the staff of the Riverside County Office of Education (RCOE) view the responsibility to provide a quality
education to all of the children in Riverside County as a serious undertaking. In that light, we are interested in authorizing only high quality
charter schools that:

Share our vision of equity and success for the children of Riverside County
Implement innovative and effective approaches to educating students

Implement effective instructional strategies to serve underperforming populations
Narrow the achievement gap among students of various backgrounds
Demonstrate fiscal viability

Provide sound governance that is free of conflict of interest

The foundational document guiding all charter school operations is the charter. An approved charter is a performance contract between
RCOE and the charter school. As such, terms of the contract must be delineated as clearly as possible, especially with regards to student
performance measures. A comprehensive well-written petition provides clear operating procedures for the charter school and objective
measures to which RCOE will hold the charter school accountable.

This appeal submission packet is designed to give petitioners a clear outline of what RCOE considers to be a “reasonably comprehensive”
charter petition.

Starting a charter school is hard work, and the foundation must be well laid in order to ensure success!

Submitting the Appeal (Submission must be within 180 days of denial by District

Only complete submission packets will be reviewed.

The charter appeal review timeline becomes effective after all of the following have been submitted.

O
O

A. 15 copies and one CD of the original Charter Petition, and supporting documents considered by District when petition
was denied.

B.  RCOE Charter Review Matrix with page numbers identifying the location of required information indicated in the
second column of the matrix

Please assemble three (3) binders containing the following items with tabs separating each numbered requirement.

O OoOooono

1. Table of Contents
Notice of Intent to Appeal Denial by District Form A
Copy of Signature pages (50%) of either parents or teachers meaningfully interested
Evidence of denial by the district board and the governing board’s written factual findings, if available
A signed certification that the petitioner(s) will comply with all applicable law
A description of any changes to the petition necessary to reflect the county board of education as the chartering
entity. (This is a separate document from the original petition) (5 CCR 11967)
The above items must be hand delivered to the Charters Schools Unit of the
Riverside County Office of Education

3939 13t Street, Riverside, CA

o kv

. Do Not Submit Until Requested Additional Information that may be requested at a later time :
1(B) Required Forms:

oo oOoaod

O Applicant Information for each Lead Petitioner Form B

O] Applicant Information for School Director/Principal Form B

O Applicant Information for On-site Financial Manager Form B

0  Charter Information Form C

O Request for Information from Prospective Board Members ~ Form D

2(B).  Proposed budget (start-up and three year budgets)

3(8) Anicilesb?f Incorporation for the non-profit organization (or explanation of why these have not yet been developed), if
applicable

4B) By-laws for the non-profit organization that is requesting the charter (or explanation of why these have not yet been

developed), if applicable
5(B). Resumes and credentials for all meaningfully interested teachers

Riverside County Office of Education  “Where The Success of All Students is Our Focus” 6-24-08 3
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— e Charter Appeal Process
E=a Petition Presented on Appeal Following Denial by a School District

Riverside County Office of Education

. Petition Review

The petition for a charter school is reviewed utilizing the Riverside County Office of Education the “Charter Petition
Review” matrix presented as a part of this application packet. Charters presented on appeal following denial are
reviewed pursuant to EC 47605 (b).

According to California Code of Regulations, 5 CCR s 11967.5.1 (g) A "reasonably comprehensive" description,
within the meaning subdivision (f) of this section and Education Code section 47605(b)(5) shall include, but not be
limited to, information that:
(1) Is substantive and is not, for example, a listing of topics with little elaboration.
(2) For elements that have multiple aspects, addresses essentially all aspects of the elements, not just
selected aspects
(3) Is specific to the charter petition being proposed, not to charter schools, or charter petitions generally
(4) Describes, as applicable among the different elements, how the charter school will:
(A) Improve pupil learning
(B) Increase learning opportunities for its pupils, particularly pupils who have been identified as
academically low achieving
(C) Provide parents, guardians, and pupils with expanded educational opportunities
(D) Hold itself accountable for measurable, performance-based pupil outcomes
(E) Provide vigorous competition with other public school options available to parents, guardians, and
students
The Riverside County Governing Board and the RCOE staff view 5 CCR s 11967.5.1 (g) as meaningful guidelines for
reviewing charter applications and have incorporated this guidance into the “Charter Petition Review” matrix.

C. Petition Team Capacity Interview

In addition to a review of the charter petition the Charter Schools Unit may hold an interview with the petitioner team
and the Board of Directors to gauge the experience and expertise of its members in the areas of:

e Curriculum, instruction and assessment

¢ Finance and business operation

e School administration, including on-site leadership and on-site financial management

e School governance
If requested by RCOE, this interview is mandatory and must be attended by members of the petitioner team who
have expertise in all of the above areas. If a Board of Directors has been identified, at least two members must
attend.

D. Riverside County Board of Education Approval Process

Within the guidelines delineated in Education code § 47605, the Riverside County Board of Education will make a
final decision regarding the granting or denial of the charter petition appeal. Petitions may be approved with
conditions, including but not limited to the following:
o For a classroom-based program, that a site be secured with an appropriate Certificate of Occupancy 45 days
prior to the opening of school

o

Riverside County Office of Education  “Where The Success of All Students is Our Focus” 6-24-08 4
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Charter Appeal Process
Petition Presented on Appeal Following Denial by a School District
Riverside County Office of Education
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That the school’s student recruitment process not begin until the above condition has been met

That a qualified principal be hired prior to the opening of the school and that the charter school notify
Riverside County Office of Education’s Charter Schools Unit 45 days prior to the opening of the school

That the charter school and the Riverside County Office of Education ensure that all required Memorandums
of Understanding (MOUs) have been addressed

The Board of Education will not deny a petition unless it makes written factual findings setting forth specific facts to
support one or more of the following:

The charter school presents an unsound educational program for students

The petitioners are demonstrably unlikely to successfully implement the program set forth in the petition
The petition does not contain the required number of signatures

The petition does not contain the necessary affirmations

The petition does not contain reasonably comprehensive descriptions of the required elements for a charter
school

Please do not hesitate to contact the Charter Schools Unit
of the
Administration and Business Services Division at
(951) 826-6448 if you have any questions about the application process.

Email inquiries can be addressed to pcrawford@rcoe.us

Riverside County Office of Education  “Where The Success of All Students is Our Focus” 6-24-08 5
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Appeal Submission Packet for the
Establishment of a Charter School Following Denial by a District

REQUIRED FORMS

M
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Notice of Intent
Applicant Information
Charter Information

Request for Information from Prospective
Charter School Board Members

Reference Document

Attachment A Riverside County SELPA charter Policy

Electronic versions of the forms can be requested by emailing
pcrawford@rcoe.us
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Form A

. l.i|

e Notice of Intent to Submit Application On Appeal of Denial
= | = PETITIONFOR ESTABLISHMENT OF A CHARTER SCHOOL

| Appeal Submission Following Denial By District

et o e Riverside County Office of Education

CHARTER SCHOOL INFORMATION
Name of proposed charter
school:

General location (including district) of proposed school:

Projected grade levels: Projected enrollment: Goal date for opening school:

LEAD PETITIONER INFORMATION
Name of lead petitioner:

Address: City: Zip:

Daytime Phone Number(s): FAX

Email address:

LIST CHARTER DEVELOPMENT TEAM MEMBERS

CERTIFICATION
I/we certify that we are interested in applying for a Countywide Charter School within Riverside County.

Print Name: Signature: Date:

OFFICE USE ONLY
Received by:

Print Name: Signature: Date:

Riverside County Office of Education ~ “Where The Success of All Students is Our Focus” 6-24-08 7
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=7 = Form B
N B Applicant Information
- il PETITIONFOR ESTABLISHMENT OF A CHARTER SCHOOL

Appeal Submission Following Denial By District
Riverside County Office of Education

=

Applicant Information - ATTACH RESUME
Applicant’s Position with Charter School: O Lead Petitioner O Director/Principal O On-Site Financial Manager
Name of Applicant (First/Middle/Last) :

Other Names Used (i.e. Maiden/Former Married):

Current Address:

City: State: Zip:

Background Information
Include this information in the attached resume:
e  Education History

e Employment History - If applicable, include previous experience with Charter Schools
e Professional Licenses/Credentials

e Professional Affiliations (Corporate Positions, Board Positions, etc)

e Fictitious Business Name Affiliations

e Professional References

e |Ifapplicable - Arrests and/or Convictions

Proposed Charter School

Charter School Name:

Address (if available):

City: State: Zip:

Legal Entity Behind Charter School (if available)

Other Charter Schools with which Affiliated (prior and current):

Location of Other Charter Schools:

Authorization to release Information
My signature affirms that all information on this application is true to the best of my knowledge. Further, | authorize all employers, institutions,
government agencies and persons named as references to release information for use in establishing my qualifications and credentials for this position:
This authorization:

®  Removes all liability from those who provide information and verification in response to any information | have stated in applying on behalf
of the above references Charter School.

®  Releases the Riverside County Office of Education and any agent acting on its behalf from any and all liability of whatever nature in
requesting or using such information to assess my candidacy on behalf of the above referenced Charter School.

Is valid during my entire candidacy and during any resulting period of employment with the above referenced Charter School.

® |sanindication of my knowledge and understanding that the information provided in this application will be used to examine by
background and my knowing and voluntary agreement to the background information being publicly disclosed as part of the
charter/renewal petition and review process.

Signature
Applicant Signature:
Title: | Date:
OFFICE USE ONLY
Charter School Application Process by:
Phone: | Fax: | E-mail:
Riverside County Office of Education ~ “Where The Success of All Students is Our Focus” 6-24-08 8
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Form C
Charter Information
PETITIONFOR ESTABLISHMENT OF A CHARTER SCHOOL

Appeal Submission Following Denial By District
Riverside County Office of Education

This page is to be submitted with your final charter petition. The information you supply will be
incorporated into the Board Report that will be submitted to the Riverside County Board of Education
on your behalf. Use additional pages as needed to provide the following information:

1.

o v M W N

10.

11.

12.

13.

52

Name of organization or individuals applying for charter:

Grade levels to be served by the proposed charter school:

Number of students proposed to be served:

Location address or target districts:

Proposed instructional setting(s):

Facility status and location(s):

Board of Directors: (list):

Source(s) of money for start-up:

3-5 top leaders and their positions::

Leader Position
Have you submitted your charter to any other jurisdiction for approval? Yes No
If yes, where?
Are there any “sister” charters? Yes No

If yes, indicated where located:

Under which SELPA do you intend to provide Special Education Services:

Contact information for SELPA :

If Riverside County SELPA, please note that their Local Plan requires a consultation with the SELPA Director prior to
approval of a charter. (See Attachment A))

Provide information on any management company with which your charter school will contract.
Use additional pages, if necessary
Name and Contact Information for Management Company: Service to be provided:

Riverside County Office of Education ~ “Where The Success of All Students is Our Focus” 6-24-08 9
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14.

15.

Form C

continued

Charter Information
PETITIONFOR ESTABLISHMENT OF A CHARTER SCHOOL

Appeal Submission Following Denial By District
Riverside County Office of Education

Provide a description of the Philosophy:

Describe the innovative elements of your charter that could be considered to be “best practices” and could be
replicated by other schools:

Riverside County Office of Education  “Where The Success of All Students is Our Focus”
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Form D
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REQUEST FOR INFORMATION FROM
PROSPECTIVE CHARTER SCHOOL BOARD MEMBERS
FOR ESTABLISHMENT OF A CHARTER SCHOOL
Appeal Submission Following Denial By District

i
h.%‘

As you are already aware, serving on a public charter school board is a position of great trust and responsibility.
As a board member of a public school, you are not only ultimately responsible for the education of all students
enrolled in the school, but also entrusted with the obligation to see that the public monies which are given to
the charter school are legally and wisely spent.

By providing the requested information prospective board members will assist the Charter Schools Unit in
determining if the application demonstrates that the school will be run in a financially, organizationally and
educationally sound manner.

Background

Will you will be at least eighteen years old by January 1 of the year in which the proposed charter school
would open? O Yes [ No

Using this “Form D" as a cover sheet, submit typed responses to the inquiries on this page and page 12:

1. Indicate how you became aware of the proposed charter school and the opportunity to serve as a member of
its board if it is chartered, including who invited you, if applicable, to sit on the board.

2. Explain why you wish to serve on the board.

3. Please indicate if you have previously served on a board of a school district or a not-for-profit corporation
(including the board of a non-public school) and describe any relevant experience.

4. Describe your understanding of the appropriate role of a public charter school board member.

5. Indicate specifically the knowledge and experience that you would bring to the board.

Name (please print)

Signature Date
Riverside County Office of Education ~ “Where The Success of All Students is Our Focus” 6-24-08 1
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Countywide Charter Application
Attachment A

RIVERSIDE COUNTY SELPA

PROVISION OF SPECIAL EDUCATION SERVICES TO STUDENTS
VOLUNTARILY ENROLLED IN CHARTER SCHOOLS
Approved by Governance Council
December 6, 1999
(Revised 5/26/00)

(Revised 8/25/06)

INTRODUCTION

This policy applies to all charter schools that are chartered by an LEA in the Riverside County Special
Education Local Plan Area (SELPA) Riverside County SELPA (hereinafter SELPA) or granted a charter
on appeal by the Riverside County Board of Education or the State Board of Education in which oversight
responsibilities have been assigned to a SELPA-member LEA. This policy only extends to a charter
school that was chartered by, or assigned to, an entity that is a member of the SELPA.

As students enrolled in charter schools are entitled to special education services provided in a similar
manner to students enrolled in other public schools, charter schools within the SELPA shall comply with
all requirements of all applicable state and federal law regarding provision of special education services
(Education Code > 56000 et seq., Individuals with Disabilities Education Act 20 U.S.C. Chapter 33). A
charter school shall not discriminate against any pupil in its admission criteria on the basis of disability.
Students enrolled in charter schools shall receive services in a manner similar to students enrolled in other
public schools within the SELPA. The Charter School shall be treated as all other SELPA-member LEAs
by the administrative unit and the SELPA Director.

Charter schools must delineate in their memorandum of understanding (MOU) the entity responsible for
providing special education instruction and related services. This document must reference any
anticipated transfer of special education funds between the granting LEA and the charter school and any
provisions for sharing deficits and/or proration factors in funding. This document must affirm, in writing,
that the district where the student resides, if different than the chartering LEA, is not responsible for
providing special education services to students that are enrolled in the charter school.' The written
agreement must also state that prior to final approval of a request to be deemed a local educational agency
(LEA), the charter school will be deemed a public school within the chartering entity.

' Requires the charter school to acknowledge in its MOU that the district where the student resides is not responsible
for special education once the child leaves the district.

% The charter school is deemed a public school when first granted a petition and cannot be deemed an LEA in this
SELPA until the charter school has complied with all procedures outlined in this policy.

Riverside County Office of Education ~ “Where The Success of All Students is Our Focus” 6-24-08 12
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SELPA INVOLVEMENT WITH APPROVAL AND RENEWAL OF CHARTERS

Prior to approval of a new charter school, or renewal of an existing charter school, the
petitioner shall consult with both the superintendent or designee of the chartering entity
and the SELPA Director to ensure that the charter school responds to district and SELPA

guidelines and timelines as they related to special education. The petition presented must
provide assurances that all eligible students enrolled in the charter school will receive appropriate special
education services in accordance with appropriate state and federal law and the SELPA Local Plan for
Special Education (Local Plan). The petition shall provide that no student otherwise eligible to enroll in
the charter school will be denied enrollment due to a disability or to the charter school's inability to
provide necessary services.” Each charter petition must contain a reasonably comprehensive description
of the charter school's educational program, as it relates to the provision of special education services,
including the following:

e The specialized instruction and services available at the charter school;
e The procedures for ensuring that students are referred, assessed and served in a timely manner;
e Assurances that staff members providing special education services are appropriately credentialed;

e Assurances that the facility used by the charter school does not present physical barriers that
would limit an eligible student's full participation in the educational and extracurricular program;*

¢ Disenrollment, suspension and expulsion policies and procedures must ensure that the protections
of federal and state law are afforded to special education and 504 eligible students; and

e Dispute resolution procedures that will apply to any disputes between educational entities,
including the SELPA, regarding the provision of special education services in the charter school.

CATEGORIES OF CHARTER SCHOOLS

For the purposes of provision of special education services, charter schools shall be deemed either a
public school within the chartering district or an LEA that receives funds and provides services
independent of the chartering entity. All approved charter schools will be deemed public schools within
the chartering entity until the charter school has been deemed an LEA following this policy and decision
making process outlined in Section II, Governance and Administration of the Local Plan. The
categorization as a separate LEA will become effective on the first day of the fiscal year (July 1),
following final approval by the SELPA Governance Council.

? Petitioner must confirm in writing that they will not discriminate due to disability.

* Affirms charter school responsibilities under Section 504 of the Rehabilitation Act of 1973 (34 CFR 104) hereinafter
"504".
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A. Public School Within a School District or RCOE

Charter schools that are deemed to be public schools within the chartering entity will participate in
state and federal funding in the same manner as other schools or programs within the chartering
entity. The chartering entity will be responsible for ensuring that all children with disabilities
enrolled in the charter school receive special education and designated instruction and services in a
manner that is consistent with all applicable provisions of state and federal law. The chartering
entity will determine the policies and procedures necessary to ensure that the protections of special
education law extend to students in the charter school in the same manner as students enrolled in
other schools or programs administered by the chartering entity.

The chartering entity will:

e Receive all applicable special education funds as specified in the SELPA's Assembly Bill
(AB) 602 Funding Allocation Plan. The allocation per ADA in the charter school will be
the same as that received by the chartering entity, if chartered by a district. If the
chartering entity is the COE, the allocation for students enrolled in the charter school will
be equal to the average allocation per ADA of member districts within the SELPA,
excluding Desert Center Unified School District as this district is treated as a sparse LEA.

e Represent the needs of the charter school in the SELPA governance structure;

e Be responsible for ensuring that all eligible students enrolled in the charter school are
appropriately referred, assessed and served in a timely manner;

e Be responsible for procuring and funding appropriate special education services, where
ever the student may reside; and

e Provide necessary special education services or contract for these services with public or
private educational agencies.

The chartering LEA and the charter school may enter into business agreements or contracts
whereby the charter school agrees to pay for the excess costs associated with providing special
education services to identified students, including the administration of special education
programs. When the chartering entity is a district, the charter school should be held fiscally
responsible for a fair share of any encroachment on district general funds that is created by the
provision of special education services throughout the district’.

B. Charter School As An LEA Within The SELPA

Application must be made to the SELPA on or before February 1 of the school year preceding the
school year in which the charter school anticipates operating as an LEA within the SELPA. LEA
status will not become effective prior to July 1 of the year in which final approval was granted.
Once granted LEA status, a charter school will participate on an equal basis with other members in

> AB 1115 requires that the chartering entity, if a district, charge the charter school ifs pro-rata share of district-wide
encroachment (EC 47646) as is the case with all of the SELPA-member districts. However, for consideration, the district may
waive this charge. Specifics should be included in an MOU.
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the governance of the SELPA. The LEA charter school will choose a representative to the
Governance Council and a representative to the Coordinating Council. The representative to the
Governance Council must be the chief executive officer pursuant to the Governance Council
Bylaws. The representative to the Coordinating Council must be an authorized agent designated
by the governing board of the charter school. Like other members of the SELPA, the charter
school will be represented on the SELPA Finance Committee by the individual chosen from the
geographic zone in which the charter school is located.

The applicant charter school will be deemed an LEA if the SELPA Governance Council
determines that the charter school has met all requirements to be included as a member LEA of the

SELPA as specified in this policy and the Local Plan. These requirements include:

e Provide assurances that all individuals with exceptional needs (ages birth to 22) shall have
access to appropriate special education programs and services;

e Provide assurances that each certificated employee is appropriately credentialed to serve in
his/her assignment;

e Provide necessary staff as required to meet federal and state mandates;
e Follow all SELPA policies and procedures;
e Utilize SELPA approved forms;

e Place special education students in programs administered by other SELPA members only
with either inter or intra SELPA permits and/or interdistrict permits;

e Provide transportation as indicated on the student's IEP; and
e Indemnify and hold harmless each of the member entities.
Once deemed an LEA, the charter school shall:

e Participate in governance of the SELPA by naming one representative to the Governance
Council and a representative to the Coordinating Council;

e Contribute to, participate in, and receive the benefits of reimbursement from the Out-of-
Home Care Funding in the same manner as other members. 6

e If any new school district or charter school applies as an independent member of the
SELPA, it will receive AB 602 Growth Rate funding based on ADA plus program
specialist dollars for the base year. In subsequent years, this base rate will increase by
COLA as well as the LEA will receive growth dollars based on its appropriate eligibility
determination;

® Provides that funds generated by enrollment in the charter school LEA, like all other SELPA members, pays for
SELPA and regionalized services.
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If any new school district or charter school applies as an independent member of the
SELPA and it’s percentage of special education students to total population is significantly
lower than any of the SELPA-member LEAs, then the SELPA and Charter School shall
enter into an MOU outlining the funding as a condition of becoming an LEA in the
SELPA;

Be responsible for all costs incurred in the provision of special education services. These
costs may include, but are not limited to, instruction, services, transportation, nonpublic
school/agency placements, inter/intra SELPA placements, due process proceedings,
complaints and attorney fees;

Document that all State and Federal special education funds apportioned to the charter
school are used for the sole purpose of providing special education instruction and/or
services to identified students with disabilities; and

Special education apportionment must be used solely for the purpose of providing special
education instruction and/or services to identified students with disabilities. Any
apportionment not used for provision of special education will be reviewed by the
Governance Council and Finance Committee for potential recapture and/or reallocation of
funds.
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Instructions for District Charters Submitting Certification to CDE

Charter School's Responsibility
This report is to be submitted to the California Department of Education as soon as
possible following the 20th school day, but not later than November 5, 2007.

The California Department of Education will accept this report only if it has all
necessary signatures. After the responsible charter school official examines and

signs the report, please forward the original with original signatures and one copy to the
district superintendent of schools (for district approved charter schools) or to the

county superintendent of schools (for county approved charter schools). Retain one
copy for the charter school’s files. Attach this page to certification.

District Superintendent's Responsibility

After review and signature, please forward the original with original signatures and one
copy to the county superintendent of schools. Retain one copy for the district files.
Attach this page to certification.

County Superintendent's Responsibility
After review and signature, please mail the original report with original signatures to the
address below. Retain one copy for the county files.

Mail to:

California Department of Education
School Fiscal Services Division
Charter Schools Fiscal Office

1430 N Street, Suite 3800
Sacramento, CA 95814

Attention: Byron Fong

Questions: School Fiscal Services Division byfong@cde.ca.gov 916-323-0498
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California Department of Education

New Grade Level Expansion Charter School Advance Apportionment 20 Day Actual

County Name :
School Name :
CDS Code :

Charter Number :

A1
A-2
A-3
A-4
A-5
A-6
A-7
A-8
A-9

2007-08 Certification of District Charter School

Regular Elementary and High School Average Daily Attendance (ADA)

Grades
Grades
Grades
Grades
Grades
Grades
Grades
Grades
Grades

A-10 Grades
A-11 Grades 10
A-12 Grades 11
A-13 Grades 12

Total ADA

©CoO~NOUAWN-SX

Total ADA Classroom Based ADA

Charter School Certification

| hereby certify that, to the best of my knowledge and belief, this report is true and correct and that all data reported
on this certification have been compiled and reported in accordance with state and federal laws and regulations and

instructions for this report form.

If the county office of education is not going to certify all or a portion of the data reported on this certification,
please identify that portion and provide the reason for non-certification in writing and submit to the School Fiscal
Services Division, Attention: Scott Hannan, Director

Preparer & Date

Responsible Charter School Official & Date

District Superintendent of Schools & Date

County Superintendent of Schools & Date
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Questions: School Fiscal Services Division byfong@cde.ca.gov 916-323-0498
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Student Attendance Review
By

CHARTER SCHOOL.: Date

Student Attendance Yes No
General Review

N/A

Are there approved policies addressing student attendance?

What attendance accounting system is used?

Is there an approved school calendar?

Is there an approved class (bell) schedule?

Is there a process to monitor compliance with the minimum

instructional minute requirements?

Is there a minimum of 175 instructional days?

Does the school maintain a class list for all students?

Is attendance taken daily by the classroom teacher?

Are absences excluded from the apportionment days?

Is there a process to compile school wide ADA?

Are records maintained for audit?

Is each student taught by a credentialed teacher?

Is the Independent Study ADA less than 20% of the total

If Independent Study is 20% or more has a Funding

Determination Form been completed and filed with CDE?

Detail Attendance Report Review P1 P2 Ann
Has ADA been entered for program type operated?

District of Residence if Countywide

If ADA is for Classroom Attendance has ADA been entered?

Does ADA reflect reasonable numbers as per student enroliment?

Are amounts entered for NPS Special Education?

(Charters generally do not have students placed in NPS)
Has Free and Reduced Student Enrollment been entered?

Does Report Pass Software edits?

Is Attendance report signed by appropriate Charter Official?

Other
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Recommended Process for Charter School Closure

Non-regulatory guidance on charter school closures including documentation, notifications, record retention,
transfer, and financial closeout.

For a variety of reasons, it may be necessary for a charter school to close. These may range from a
voluntary action by the charter school operators to a revocation of the charter school, for cause, by the
authorizing entity or the State Board of Education. While nobody likes to consider the possibility of a school
closing, especially at the time it is just beginning, CDE strongly suggests that closeout procedures are
established as part of an agreement between the chartering entity and charter school prior to the charter
school commencing operation. The considerations suggested in this document are advisory only and do not
constitute a requirement on charter schools or their authorizing entities. The procedures should include
consideration of the following issues:

Documentation of Closure Action

The decision to close a charter school, for any reason, should be documented by an official action of the
governing board of the charter authorizing entity. This may also be supported by an action of the charter
school's governing board. The action should identify the reason for the school's closure, whether the charter
was revoked, not renewed or closed voluntarily and the effective date of the closure. If the charter school
was a conversion school and will return to its traditional school status, the notice should reflect that the
school will resume operation as a non-charter public school.

If it is feasible to do so while still maintaining a viable and appropriate educational program, charter school
closures should occur at the end of an academic year. Mid-year school closures should be avoided if
possible, and the charter school and charter authorizer should work together to ensure that an appropriate,
viable and legally compliant education program continues until the end of the school year.

Notification to the California Department of Education and County Office of Education

The charter authorizing entity should send a notice of the school closure to the Charter Schools Unit at the
CDE and to the County Office of Education. The notification should include the following information:

Charter school name, charter number and CDS code
Date of closure action
Effective date of the closure, if different

LN =

Reason for the closure (Specify revoked, not renewed or other reason. If the charter is revoked
pursuant to Education Code sections 47604.5 (Outside Source) or 47606 (Outside Source), or not
renewed pursuant to Education Code Section 47607 (Outside Source), the notice should clearly
state that the charter has been revoked or not renewed, as appropriate. If it is being closed for
other reasons, the notice should specify the reason(s) and clarify that the charter school is being
closed, but not revoked.)

5. If a conversion charter school, whether the school will be reopened as a non-charter school

After receiving the notification of closure, CDE will notify the charter school and the authorizing entity if it is
aware of any liabilities that the charter school owes the state, such as overpayment of apportionments,
unpaid revolving fund loans, grants, etc. The CDE may contact the county office of education or
independently contract for an audit of the charter school if it has reason to believe that the school received
state funding for which it was not eligible.

Notification to Parents and Students
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Parents and students of the charter school should be notified as soon as possible when it appears that
school closure will be imminent. The notification should include information on assistance in transferring the
student to another appropriate school and a process for the transfer of all student records.

Parents should also be provided with a certified packet of student information that may include the closure
notice, grade reports, discipline records, immunization records, etc. This will facilitate transfer to another
school. For high school students, the information should include specific information on completed courses
and credits that meet graduation requirements and college entrance requirements.

Notification to Receiving Districts

The charter school or authorizing entity should notify any school district that may be responsible for
providing education services to the former students of the charter school so that the receiving district(s) may
assist in facilitating student transfers.

Student and School Records Retention and Transfer

The charter school and the authorizing entity should establish a process for the transfer of student records to
the students' district of enrollment eligibility or other school to which the student will transfer. The charter
school and/or authorizing entity should assist parents in the transfer of the students to other appropriate
schools and facilitate the transfer of all student records. The authorizing entity and the charter school should
agree to a plan for the maintenance and transfer of student records which may allow the authorizing entity to
accept charter school records in the event the charter school is unable to meet this responsibility. The plan
should include provisions for the authorizing entity to maintain all school records, including financial and
attendance records, for a reasonable period after the school closure.

Financial Close-Out

The charter school and/or its authorizing entity should have an independent audit of the charter school
completed within 6 months after the closure of the school. This may coincide with the regular required
annual audit of the school. The purpose of the audit is to determine the net assets or net liabilities of the
charter school. The assessment should include an accounting of all charter school assets, including cash
and accounts receivable and an inventory of property, equipment and supplies. It should also include an
accounting of the school's liabilities including any accounts receivable, which may include, reduction in
apportionments as a result of audit findings or other investigations, loans and unpaid staff compensation.
The audit should also assess the disposition of any restricted funds received by or due to the charter school.
The cost of the audit may be considered a liability of the charter school.

In addition to a final audit, the charter school should also submit any required year-end financial reports to
the CDE and the authorizing entity in the form and time frame required. These reports should be submitted
as soon as possible after the closure action, but no later than the required deadline for reporting for the fiscal
year. If the charter school chooses to submit this information before the forms and software are available for
the fiscal year, they can work with CDE on alternate forms.

For apportionment purposes for categorical programs based on prior year data, the CDE will count the ADA
or enroliment of the closed charter school with the data of the charter-authorizing entity in the first year after
the closure, until normal CDE data collection processes reflect ADA or enroliment adjustments due to closed
charter schools for all affected LEAs.

Dissolution of Assets

Upon completion of the closeout audit the authorizing entity and the charter school should develop a plan for
the repayment of any liabilities, or the disbursement of any remaining assets of the charter school.

If the charter school is a nonprofit corporation, and the corporation does not have any other functions than
operation of the charter school, the corporation should be dissolved according to its bylaws. The
corporation's bylaws should address how assets are to be distributed at the closure of the corporation.

P-009 « Charter Schools « 1/2009



liabilities. To the extent possible, any remaining restricted assets, such as grant funds and restricted
categorical funds, should be returned to their source. Net assets of the charter school may be transferred to
the authorizing entity. However, based on the corporation's bylaws or an agreement between the authorizing
entity and the charter school, the net assets may be transferred to another public agency such as another
public charter school.

Questions: Charter School Staff | charters@cde.ca.gov | 916-322-6029
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Sample spreadsheet for calculation of transfers to charter schools in

lieu of property taxes, per E.C. 47635 (continued)

a b [ d e f g
Dist &
El Dorado County Local Charter Charter In Lieu
2005-06 Property Total In Prop Tax School based on
Taxes Lieu ADA | per ADA ADA CrYr P-2
(05-06 P-2) (05-06 P-2)| (b/c) |(05-06P-2)] (d*e) July
In County Transfers
Black Oak Mine-EDCOE 5,465,014 | 1,879.75 | $2,907.31 12.01]$ 34917|$ 5,959
Buckeye - EDCOE 9,895,417 | 4,515.25 | $2,191.55 31681 % 69,428 % 9,179
Buckeye-BU Montessori 9,895,417 | 4,515.25 [ $2,191.55 32531% 71,291]$ 8,688
Camino - EDCOE 1,242,873 502.72 | $2,472.30 9.72|$ 24,031]|$ 4,291
EDUHS - EDCOE 23,995,328 | 7,164.83 | $3,349.04 179.93 | $ 602,593 | $ 45,219
EDUHS - Shenandoah 23,995,328 | 7,164.83 | $3,349.04 114.64 | $ 383,934 | $ 36,199
Gold Oak - EDCOE 1,506,824 710.41 | $2,121.06 17.55|$ 37,225|% 4,570
Gold Oak-Gold Oak Arts 1,506,824 710.41 | $2,121.06 69.32 ]| $ 147,032 | $ 14,779
Gold Trail - EDCOE 1,440,723 551.88 [ $2,610.57 13.59|$ 35478|$% 2,600
Latrobe - EDCOE 1,053,809 214.79 | $4,906.23 - $ -8 (622)
Mother Lode -EDCOE 3,412,450  1,531.60 | $2,228.03 19.96 | $ 44471]$ 4,921
Pioneer -EDCOE 1,578,257 473.64 | $3,332.19 1049 % 34955]% 3,303
Placerville - EDCOE 2,949,713 | 1,267.07 | $2,327.98 39.76 | $ 92,560 | $ 13,419
Pollock Pines - EDCOE 1,944,826 765.64 | $2,540.13 1427]|$ 36,248|% 6,311
Rescue - EDCOE 8,189,074 | 3,676.33 | $2,227.51 25141 % 56,000 % 11,324
Out of County Billings
Folsom Cordova-EDCOE | 36,607,000 17,545.96 | $2,086.35 4771% 9952|% 777
Sac City Unified-EDCOE | 66,665,200 48,375.02 | $1,378.09 0491 % 676 | $  (527)
San Juan Unif -EDCOE $ -1$  (147)
Amador Unified-EDCOE 16,932,800 4,587.13 | $3,691.37 207]1% 7641]$ (450)
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Charter School Matrix

Part One
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SCHOOL saxp COLLEGE LEGAL SERVICES
of California

A Joint Powers Authority Serving School and
College Districts Throughout the State with offices in
Eureka, Hayward, San Rafael and Santa Rosa

General Counsel Reply to:
Robert J. Henry Santa Rosa

5350 Skylane Boulevard
Attorneys Santa Rosa, CA 95403
Margaret M. Merchat (707) 524-2690
Susanne K. Reed Fax (707) 578-0517
Noel J. Shumway santarosa@sclscal.org

Patrick D. Sisneros
Arthur A. Wick
Janna L. Lambert
Joseph C. Kinkade
Nancy L. Klein
Elizabeth B. Mori
Stephen L. Hartsell
Marko H. Fong
Lenore A. Silverman

Of Counsel
Ralph D. Stern
MEMORANDUM

To: Mary Jane Burke
Marin County Superintendent of Schools
From: Robert J. Henry, General Counsel
Date: September 2, 2003
Re: Statutory Authority of County Superintendent of Schools With Respect to

Charter Schools

This responds to your request that I prepare a memorandum regarding the statutory authority of a county
superintendent of schools with respect to charter schools that operate within the county.

A. Direct Education Code Authority

1. Responding to Inquiries

Education Code section 47604.3 provides as follows:
A charter school shall promptly respond to all reasonable inquiries, including, but not limited to, inquiries regarding
its financial records, from its chartering authority, the county office of education that has jurisdiction over the school’s
chartering authority, or from the Superintendent of Public Instruction and shall consult with the chartering authority, the
county office of education, or the Superintendent of Public Instruction regarding any inquiries. (Emphasis added.)
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Note 1: This section applies only to charter schools for which the chartering district is located in the county over which the
county superintendent has jurisdiction. Significance: A county superintendent does not have jurisdiction under this section
over charter schools where the chartering authority is located outside of the county.

Note 2: This section requires charter schools to both “promptly respond to all reasonable inquiries” and to “consult” with the
county office of education regarding such inquiries.

2. Authority to Monitor and Investigate

Education Code section 47604.4 provides as follows:

(a) In addition to the authority granted by Section 47604.3, a county superintendent of schools may, based upon

written complaints by parents or other information that justifies the investigation, monitor the operations of a charter
school located within that county and conduct an investigation into the operations of that charter school. If a county
superintendent of schools monitors or investigates a charter school pursuant to this section, the county office of education
shall not incur any liability beyond the cost of the investigation.

(b) A charter school shall notify the county superintendent of schools of the county in which it is located of the location
of the charter school, including the location of each site, if applicable, prior to commencing operations.

Note 1: The authorization to “investigate and monitor” the operations of a charter school applies to all county
superintendents with respect to charter schools that are located in the county.

Note 2: The authority to investigate and monitor is dependent upon written complaints by parents, or other information
(presented to the county superintendent of schools).

3. Reporting Obligations

Education Code section 47605(i) provides as follows:

Upon the approval of the petition by the governing board of the school district, the petitioner or petitioners
shall provide written notice of that approval, including a copy of the petition, to the applicable county
superintendent of schools, the State Department of Education, and the State Board of Education. (Emphasis
added.)

Note: This section requires the Charter School to submit a copy of the charter and other information regarding its approval to
the county superintendent.

4, Review of Annual Audit

Education Code section 47605(m) provides as follows:

A charter school shall transmit a copy of its annual, independent, financial audit report for the preceding
fiscal year, as described in subparagraph (I) of paragraph (5) of subdivision (b), to its chartering entity, the
Controller, the county superintendent of schools of the county in which the charter school is sited, unless
the county board of education of the county in which the charter school is sited is the chartering entity, and
the State Department of Education by December 15 of each year. This subdivision shall not apply if the
audit of the charter school is encompassed in the audit of the chartering entity pursuant to Section 41020.
(Emphasis added.)
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Note: Under Education Code section 47604.11 a county superintendent may find reason to investigate and/or monitor a
charter school based on information contained in the annual audit.

5. General Supervision

Education Code section 47612(a) provides as follows:

A charter school shall be deemed to be under the exclusive control of the officers of the public schools for
purposes of Section 8 of Article IX of the California Constitution, with regard to the appropriation of public
moneys to be apportioned to any charter school, including, but not limited to, appropriations made for the
purposes of this chapter.

Note: This section is required by the California Constitution and recognizes the inherent authority that a county

superintendent has with respect to the “appropriation” of public funds to a charter school.

Education Code section 47615 provides as follows:

(a) The Legislature finds and declares all of the following:

(1) Charter schools are part of the Public School System, as defined in Article IX of the California
Constitution.

(2) Charter schools are under the jurisdiction of the Public School System and the exclusive control of the
officers of the public schools, as provided in this part.

(3) Charter schools shall be entitled to full and fair funding, as provided in this part.
(b) This part shall be liberally construed to effectuate the findings and declarations set forth in this section.
Note: The reference to “control of the officers of the public schools” includes the county superintendent of schools.

6. Duty of County Superintendent to Supervise all Schools in the County

Education Code section 1240(a) and (c) provide as follows:

The superintendent of schools of each county shall do all of the following:
(a) Superintend the schools of his or her county.

* % %

(c) Visit and examine each school in his or her county at reasonable intervals to observe its operation and
to learn of its problems. He or she may annually present a report of the state of the schools in his or her
county, and of his or her office, including, but not limited to, his or her observations while visiting the
schools, to the board of education and the board of supervisors of his or her county.

Note: Section 1240 is not limited to traditional public schools and includes charter schools.
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B. Indirect Education Code Authority (AB 1200)

Education Code sections 42127.6-42129 generally establish a process for county superintendents to exercise oversight,
intervention, and control of school districts that are determined to be “unable to meet [their] financial obligations ...”

Although this statutory scheme is not directly applicable to charter schools (except district-wide charter schools) it has an

indirect application to charter schools where a school district is in danger of coming under a county superintendent’s AB 1200
oversight due to district costs or losses associated with a charter school granted by that school district.

Summary

On the basis of the above it is clear that a county superintendent has both direct and indirect authority to exercise
considerable oversight with respect to charter schools that operate within the county. On this basis, it is my opinion that the
Marin County Office of Education may adopt and enforce the following: Charter Schools Monitoring Activities; Request for
Information; and Guidelines for Budget Development.

Recommendation:

The District that grants the charter retains primary responsibility for supervising the activities of the charter school. Thus, a
county superintendent of schools should exercise charter school oversight through the appropriate district whenever possible.
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Name of the Charter School

Charter School Review Template

Adopted Budget
First Interim Report (as of October 31)
Second Interim Report (as of January 31)

Reviewed By (initials)

Date of Review

Budget, First or Second Interim Report

Comments (All “no” answers
Yes No N/A require additional explanation)

Is the ADA used in the report reasonable based on
the prior year’s ADA or the P-1 or P-2 attendance
reports? For first-year charter schools, the school
should provide some documentation on the projected
enrollment and the % of ADA to enrollment used.

First and Second Interim: Does the adopted budget
shown on the financial report agree to the adopted
budget approved by the sponsoring district?

Revenue

Do the state funding or cash in lieu of property tax
amounts agree to the calculated amounts (ADA times
block grant entitlement or categorical block grant
entitlement amount)?

Is the amount shown for federal revenue reasonable?

Is the amount shown for local revenue reasonable?
Note: the standard established by the COE for
fundraising revenue: First year, no fundraising
revenue included until received; year two and
beyond, school may budget 25 - 30% of prior

year’s fundraising revenue. This amount should not
exceed 5% of the total budgeted revenues (excluding
fundraising).

Expenses

Are the certificated salaries reasonable based on the
number of students?

Are the classified salaries reasonable based on the
positions identified in other information provided
by the charter school? This other information may
include the narrative.

Determine the breakdown of the benefits and if the
benefits are reasonable.
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Are the amounts for books, supplies, and other
operating costs reasonable?

Do the amounts budgeted for debt service agree to the
amortization schedules?

Ending Balance

Does the beginning balance agree to the audit report?

Does the school maintain reserves, are they
reasonable?

Budget Control - First and Second Interim

Obtain a general ledger report as of the reporting
period and determine that the charter school has
entered the budget into its financial system.

Obtain a recent general ledger report and determine
that the charter school has budget control; that is, the
expenditures and encumbrances to date do not exceed
the budget.

Cashflow

Does the beginning balance agree to the audit report?

Does the cash balance at the reporting period agree to
the general ledger and the bank reconciliation?

Is the ending cash balance positive in all months?

Do the total revenues and expenditures on the
cashflow agree to the budget as presented?

Multi-year Projection (MYP)

Is the ADA used in the MYP reasonable based on the
capacity of the school site and the enrollment trends?

Are the revenue projections reasonable based on
the projected funding from the state, historical
information, and any other available information?

Are the certificated salaries reasonable based on the
number of students?

Are the classified salaries reasonable based on the
positions identified in other information provided by
the school?

Are the benefit projections reasonable?

Are the amounts for books, supplies and other
expenses reasonable?

Other Comments
Benefit Calculation:
Salaries

Benefits

Percentage
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for Information

County Office of Education
Charter Schools
Request for Information

The following is a list of information that the County Office of Education will need to assist the sponsoring
district in their charter school oversight responsibilities. The COE will request that each sponsoring

district submit this information on behalf of their charter schools.

How Often to Submit to the

COE
Prior to the | Each Year
Item Beginning of
Operations

Copy of the charter school petition. Education Code Section 47605 X
A list of the location of each site of the charter school. Education Code Section X
47640.4
A copy of the annual budget. Education Code Section 47604.33 X
Copies of the financial statements prepared on the forms prescribed by the X
Superintendent of Public Instruction. Education Code Section 42100; Education
Code Section 47604.33
Copies of the first and second interim reports. Education Code Section 47604.33 X
A copy of the memorandum of understanding (MOU). X X (1)
Revisions to the MOU. X
For charter schools operating as nonprofit public benefit corporations:
» Letter specifying the accounting principles the charter school will use to prepare X

the budget and record transactions. If the charter school is not using nonprofit

accounting principles they must specify the authoritative basis for their decision.
*  Copies of the IRS and Franchise Tax Board tax exemption letters.
*  Copies of the articles of incorporation and bylaws. X
* Copies of the annual statements filed by the corporation pursuant to its tax- X

exempt status. X X
* A copy of the annual audit report. Education Code Section 47605
»  Copies of conflict of interest statements from all board members and staff. X (2)

X

Notes:

(1) Ifanew MOU is issued each year, submit a copy to the Marin County Office of Education each year.
(2) If the charter school is a part of a parent organization that is the nonprofit public benefit corporation, the audit should
show financial statements for the charter school separately from those of the combined organization. For example, if the
nonprofit public benefit corporation has three charter schools, each sponsored by separate school districts, the financial
statements should present combined financial information for the nonprofit corporation and separate (combining) financial
information for each charter school. To ensure the sponsoring organization has sufficient information to monitor the
financial activities of its charter, the sponsoring organization should request the audit provide a separate opinion on the

combined and combining financial information.
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I OVERVIEW

A. Background Information

1. School districts maintain cash in various accounts including:

a.

b.

C.

d.

Cash in the county treasury
Cash in local banks
Cash held by various fiscal agents on behalf of the school district.

Cash in the Local Agency Investment Fund (LAIF)

2. Education Code Section 41001 requires districts to deposit all funds in the county
treasury.

3. Education Code Section 41002.5 allows school districts to deposit certain funds into
federally insured banks or financial institutions. These other funds are:

a.

b.

4. For

Funds received for making loans, scholarships, or grants to students.

Funds received for the sale of food or other services performed by the cafeterias.
Funds received from the sale of produce, livestock, and products of school farms.
Clearing accounts established pursuant to Education Code Section 41017.

Funds of a student body organization.

Funds in a revolving cash fund established pursuant to Education Code Section
42820.

Funds for community recreation programs.

Funds that, pursuant to any other law or provision of the California School
Accounting Manual, may be deposited in a bank or other federally insured finan-
cial institution in lieu of the county treasury.

certain types of transactions (e.g., the issuance of certificates of participation),

school districts are required to establish a financing corporation. In these instances,

the
the

P-010 « Cash + 2/2012

cash proceeds of the transaction may be deposited in a bank and held on behalf of
financing corporation.

Go back to Index
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B. Cash in the County Treasury

1.

Education Code Section 41000 prohibits assessors, tax collectors, city, city and coun-
ty, or county treasurers from charging or receiving fees or compensation for assessing,
collecting, receiving, keeping, or disbursing any school moneys, but they must pay
the “whole moneys collected” to the city, city and county, or county treasurer.

Education Code Section 41001 requires the governing board of every school district
to pay all moneys received or collected from any source and all moneys apportioned
to it from taxes levied, and collected under the authority of city councils for school
purposes, into the county treasury to be placed to the credit of the proper fund of its
districts.

» Districts are required to deposit the money daily, unless the county superintendent
of schools authorizes the deposits to be made weekly or otherwise, but in no event
less frequently than monthly.

Government Code Section 53684 (b) requires the county treasurer to apportion inter-
est at least quarterly on the funds invested in the county treasury.

a. The county treasurer is required to apportion interest in an amount proportionate
to the average daily balance of the amounts deposited by the local agency.

b. Prior to distributing the interest, the county treasurer may deduct the actual costs
incurred by the county in administering this section of the Government Code.

Some county treasurers maintain all of the money for a school district in a single fund
while other counties maintain separate funds that correspond to the funds maintained
by the districts.

C. Borrowing Options

1. Internal borrowing between district funds

a. Education Code Section 42603 authorizes a school district to temporarily transfer
moneys held in any fund to another fund of the district for payment of obligations.

b. The borrowing fund must earn sufficient income, during the current fiscal year, to
repay the amount transferred.

c. These temporary transfers may not exceed 75% of the maximum amount of
moneys held in any fund during the current fiscal year.

d. Amounts transferred must be repaid in the same fiscal year or in the following
fiscal year if the transfer takes place within the final 120 days of the fiscal year.
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2. Borrowing from the county treasurer

a.

Education Code Section 42620 authorizes the board of supervisors of the county
or city and county to authorize the auditor and treasurer to make a temporary
transfer from any funds not immediately needed to pay claims against them to any
school district or county school service fund that does not have sufficient funds to
its credit in the county treasury to meet current expenses.

Article XVI, Section 6 of the California Constitution provides that the county
treasurer cannot loan districts money after the last Monday in April of the current
fiscal year.

This type of borrowing requires the approval of the governing board of the county
or city and county by resolution.

These temporary transfers may not exceed 85% of the money that will accrue to
the school district or county school service fund during the fiscal year.

The auditor and treasurer are required to repay the funds to the county or city and
county fund from which they were taken from the first moneys accruing to the
school district or county school service fund and before any other obligation of
the school district or county office is paid.

3. Borrowing from the county office of education.

a.
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Education Code Section 42621 authorizes the county superintendent of schools,
with the approval of the county board of education, to make temporary transfers
to any school district that does not have sufficient money to its credit to meet cur-
rent operating expenses.

i. The county superintendent will make these transfers from the county school
service fund.

ii. The transfers may not exceed 85% of the amount accruing to the school dis-
trict at the time of the transfer.

iii. The district must repay the county school service fund prior to June 30 of the
current fiscal year.

Education Code Section 42622 authorizes the county superintendent of schools,
with the approval of the county board of education, to make an apportionment to a
school district

i. The apportionment is made from the county school service fund.
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ii. The apportionment is conditional upon repayment in the next fiscal year from
the district’s general fund.

4. Tax and revenue anticipation notes (TRANs)
a. Definition and purpose

i.  Government Code Section 53852 authorizes the issuance of tax revenue an-
ticipation notes (TRANSs), which are short-term loans that school districts can
use to finance cash flow deficits that are created when expenditures are in-
curred before revenues are received.

ii. The notes are retired from revenues of the fiscal year to which the TRANS are
related.

b. Basic types of TRANSs
i. Traditional 12-Month (July to June) (also known as regular TRANs)
a) Covers beginning of fiscal year deficit
b) Only one issuance cost
c) Does not cover end of year deficit
d) May be issued as a tax-exempt TRAN
e) Projected maximum deficit must occur within six months of issuance
ii. Fall 12-Month Cross Fiscal Year TRAN (October to October)
a) Covers the fall deficit and the fiscal year-end deficit

b) Portion of TRANS that can be used to fund fiscal year-end deficit is dic-
tated by the amount of deferred revenues

c) Requires analysis of debt service coverage at maturity from deferred rev-
enues

d) Only one issuance cost

e) Typically has higher interest cost than a regular TRAN due to deferred
revenues being part of the security

f) Projected maximum deficit must occur within six months
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g) Credit analysis focuses on ability to repay from deferred revenues; repay-
ment from a future TRANS is a red flag

h) May be issued as a tax-exempt TRAN
iii. 15-Month TRAN (July to October)
a) Covers beginning of the fiscal year, fall and end-of-year deficits

b) Portion of TRANS that can be used to fund fiscal year end deficit is dic-
tated by the amount of deferred revenues

c) Requires analysis of debt service coverage at maturity from deferred rev-
enues

d) One issuance cost

e) Government Code Section 53854 allows TRANS to be payable up to 15
months after date of issuance; however, the IRS has issued a revenue rul-
ing that it is not comfortable with a maturity date beyond 13 months; thus,
issuers of 15 month notes should expect to be audited and questioned
about the business reason for the 15 month maturity; districts with signifi-
cant deferred revenues may be able to defend issuance

f) Higher interest rate due to weaker security from deferred revenues

g) Potential for higher interest rates due to investor concern over tax-exempt
status of TRANS as described above and inability of money market funds
to directly purchase notes due to term.

h) Credit analysis focuses on ability to repay from deferred revenues; repay-
ment from a future TRANS is a red flag

1) 15-month TRAN can be issued as a tax-exempt TRAN

iv. Multiple TRANs (July to March or June and February to October)
a) Two issuance costs
b) Able to cover various deficits throughout the year

c) Cross-fiscal-year component requires analysis of debt service coverage at
maturity from deferred revenues

d) May be issued as tax-exempt TRANs
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c¢. TRAN sizing guidelines and limitations

i. The principal and interest cannot exceed 85% of uncollected revenues at time
of TRAN issuance.

ii. Maximum tax-exempt TRAN amount equal to projected negative cash balance
that occurs within six months from the date of TRAN issuance plus a working
capital reserve and

(a) For cross-fiscal-year TRANSs, use of the TRANs beyond fiscal year end is
further limited by the amount of deferred revenues

iii. Under federal law, the working capital reserve is equal to the lesser of 5% of
the prior year’s expenditures or the prior year’s average cash balance.

iv. TRAN issuance precludes districts from constitutional borrowing from the
County Treasurer.

v. Only revenue received or accrued during the fiscal year in which a TRAN is
issued may be pledged for TRAN repayment. Revenue deferred by the State
into the following fiscal year may be available to be pledged and used to repay
a cross-fiscal-year TRAN.

vi. IRS arbitrage rebate compliance

(a) TRAN issuers are subject to rebate payments to the IRS on arbitrage inter-
est earnings on TRAN proceeds unless one of the following rebate exemp-
tions is met;

1) Small Issuer Exemption: Borrower issues less than $5 million in
TRANSs and other non-construction tax-exempt debt and less than
$15 million in total tax-exempt debt in the calendar year of TRAN
issuance with a reasonable projection of a cash flow deficit; or,

2) Large Issuer (Safe Harbor) Exemption: A borrower that issues
more than $5 million in TRANS or other non-construction tax-ex-
empt debt or more than $15 million in total tax-exempt debt in the
calendar year of TRAN issuance must actually experience the rea-
sonably projected cash flow deficit used to size the TRAN within
six months of the date of issuance of the TRAN.

b) In an audit, IRS may call into question the reasonableness of the deficit
projections of a small issuer that continually fails to meet prior deficit pro-
jections.
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c) Failure to make required rebate payment as a large issuer may result in ad-
ditional penalty payments to the IRS.

d. TRAN issuance steps
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ii.

iil.

1v.

Adopt resolution to authorize TRAN issuance and establish parameters for fi-
nancing.

Collect historical financial data, i.e., audit reports, budget and interim reports,
current and prior year cash flows, to assess financial standing and cash needs.

Provide revenue and expenditure projections for TRAN issuance year.

Provide cash flow projections for TRAN issuance year.

Required action

ii.

iil.

1v.

The county board of education, school district, or community college district
adopts a resolution to authorize the TRAN issuance.

For a county board of education, school district, or community college district
that has not been accorded fiscal accountability status, the adopted resolution
is sent to the board of supervisors, with a copy to the county superintendent of
schools and the county treasurer.

a) Explanation for borrowing is provided to county treasurer (recommended).
b) The board of supervisors authorizes, by resolution, the issuance of a note.

c) Ifthe board of supervisors doesn’t (or notifies that they won’t) adopt a
resolution to issue the note within 45 days, then the county board of edu-
cation, school district or community college district may issue the note on
its own.

Under Education Code Section 42133(a), if a district has a qualified or nega-
tive interim report certification in any year, the district may not issue non-vot-
er-approved debt instruments in that year or the next, unless the county super-
intendent of schools, using the Superintendent of Public Instruction’s criteria,
determines repayment is probable.

TRAN proceeds, set-asides and repayments

a) The resolution authorizing the issuance of the note will specify what taxes,
income, revenue, cash receipts or other moneys are pledged for the pay-
ment of the note and interest.
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1) The note and interest is payable from the first moneys received
from these pledged moneys.

2) “Revenue” includes, but is not limited to, revenue from the state
and federal governments.

b) If a district will issue a TRAN in addition to borrowing from the county
office of education, the order of repayment should be addressed in the
memorandum of understanding between the county office of education
and the district.

c) The note is a general obligation of the local agency, and, to the extent it is
not paid from the pledged moneys, it will be paid with interest from any
other moneys of the local agency that are lawfully available.

d) TRAN proceeds may be deposited with a fiscal agent outside the county
treasury.

1) A draw of cash from the fiscal agent to the county treasury is pro-
cessed as needed to meet cash needs.

2) Repayments are made from the county treasury to the fiscal agent.

3) The fiscal agent holds amounts in a repayment reserve account ac-
cording to the repayment schedule defined in the note issuance and
processes the repayments.

e) TRAN proceeds may be deposited in the county treasury.
1) Funds are available to meet cash flow needs.

2) Interest earned should be accounted for separately from interest
earned on other funds of the district.

3) A schedule of pledged revenues to be set aside to meet repayment
obligations is defined in the authorizing resolution.

a. The repayment set aside deposits are held in a separate restrict-
ed account for the benefit of the owner of the note and the dis-
trict does not have any right to requisition or otherwise access
such moneys.

b. The set-aside amounts may be deposited into an agency fund.
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c. The county auditor-controller or the county office of education
may coordinate the transfer of set-aside amounts and repay-
ments according to the schedule and as authorized by the dis-
trict.

d. Consideration should be given to initiating the transfers for
set-asides and repayments with sufficient time to ensure timely
processing, such as at least a day before the required date.

f. Fiscal Impact
i.  Cost of issuance may be high

ii. Qualification status (qualified or negative) may also impact the ability to issue
a TRANSs as well as the cost to borrow.

iii. Interest earned may partially or completely offset issuance costs.

iv. The IRS conducts routine audits of TRANs; such audits may incur significant
costs, including retention of qualified tax counsel to assist in negotiations as
well as potential loss of arbitrage earnings, if any, should the district fail to
satisfy IRS requirements.

g. Potential structures for TRANSs.

i. A TRAN may be issued independently, which is often economical for large
issuers.

ii. A TRAN may be issued through an established pool, which is often economi-
cal for small issuers and minimizes costs, time and effort of participating
school districts.

iii. A TRAN may be issued through the local county office of education, which
has the benefits of a pool, is consistent with the county office’s fiscal oversight
duties, and can be structured such that the county office is or is not liable for
any repayment shortfalls by participating districts.

D. Payments from the Funds of the School District

1. Education Code Section 42631 requires that all payments from the funds of school
districts will be made by written order of the governing board of the district.

a. The county superintendent will prescribe the forms that districts will use as the
written order for the payment of funds.
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b. A majority of the members of the governing board, or a person or persons
authorized by the governing board to sign orders in its name, must sign the orders
drawn on the funds of the school district. Education Code sections 42632 and
35164.

c. The governing board of each school district must file the verified signature of
persons authorized to sign orders in its name with the county superintendent.
Education Code Section 42633

* Except for districts that are fiscally accountable pursuant to Section 42650, the
county superintendent must not approve any orders on the funds of school dis-
tricts unless the signatures are on file in their office.

2. Education Code Section 42634 requires that each order drawn against the funds of a
school district must be numbered and state:

a. The particular fund or funds of the district against which the order is drawn.
b. The amount of the payment from each fund.

c. The rate of salary and the period of service of any employee of the district for
whom an order is issued for the payment of salary or wages.

d. If the payment is for any purpose other than salaries or wages of school district
employees, the order must be accompanied by an itemized bill showing the sepa-
rate items and the price of each.

» If the county superintendent determines that including an itemized bill with
each order is impractical, the county superintendent may allow the district to
retain the information and make it available for audit.

3. Each order drawn against the funds of the district that is transmitted to the county
superintendent and approved is a requisition on the county auditor. Education Code
Section 42635

* The county superintendent may prescribe alternative procedures for districts
that are fiscally accountable under Section 42650.

4. Under Education Code Section 42636, the county superintendent may examine each
order on school district funds transmitted to them. If it appears that the order is prop-
erly drawn for the payment of legally authorized expenses against the proper funds of
the district, and there are sufficient moneys in the fund(s) against which the order is
drawn, the county superintendent will:

a. Endorse upon it “examined and approved”
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b. Affix their signature and number and date the requisition and transmit it to the
county auditor in the order in which it was received in their office.

c. The county superintendent may prescribe alternative methods for fiscally account-
able districts under Education Code Section 42650.

d. The county superintendent may, upon approval of the county auditor, allow elec-
tronic transfers.

If the order is disapproved by the county superintendent, they will return it to the
district governing board with a statement of the reason(s) for disapproving the order.
Education Code Section 42638

» If'the county superintendent determines that there is evidence that fraud or
misappropriation of funds has occurred, the county superintendent will notify the
governing board of the school district, the State Controller, the Superintendent of
Public Instruction, and the local district attorney.

Once the county auditor examines the order and requisition, they will return the order,
requisitions, and the warrants to the county superintendent who transmits it to the
governing board of the school district for issuance. Education Code Section 42639

The county superintendent of schools must keep, open to the inspection of the public,
a register of warrants, showing the fund upon which the requisitions have been drawn,
the number, in whose favor, and for what purpose they were drawn. Education Code
Section 42643

» The county superintendent must prescribe rules for school districts that are fiscally
accountable under Section 42650 that retain copies of warrants and supporting
documents in the district’s files.

Education Code Sections 42641— 42642 and 42644 — 42646 provide information on
the legal requirements for payroll orders.

Education Code Section 42647 authorizes unified school districts or districts with
over 10,000 average daily attendance, with approval of the Superintendent of Public
Instruction, to draw warrants on the county treasury.

» Districts issuing warrants under this section are usually referred to as “fiscally
independent.”
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E. Procedures for Registering Orders and Warrants

1. Overview

a.

Education code (E.C.) sections 42670 through 42678 and 42690 through 42694
grant county offices of education and school districts the authority to issue regis-
tered warrants if they are unable to meet current obligations because of cash flow
difficulties. These registered warrants function as IOUs, with an annual interest
rate of 5% to creditors when cash is not available to make payments.

The education code provides two possible procedures to be followed when funds
are not available to pay orders presented by school districts or county offices.

Because registered warrants will adversely affect other entities and individuals
who will receive them, local educational agencies (LEAs) should consider issuing
registered warrants only after considering all of the options listed below.

a. E.C.section 42620: Loan from the county treasurer
This cannot exceed 85% of the amount of money which will accrue to the
school district or county school service fund during the fiscal year. Repayment
must be made from the first monies received by the LEA before any other ob-
ligation is paid, and no loans can be made after the last Monday in April.

b. E.C. section 42621: Loans from the county office
Most county offices will experience the same cash shortage as local school
districts and may not be able to accommodate the request.

c. E.C. section 42603: Temporary borrowing from other district funds
No more than 75% of the money held in any fund during the current fiscal
year may be transferred, and there are strict guidelines regarding when the
funds must be repaid.

d. Short term debt such as tax revenue anticipation notes (TRANS), if the school
district or county office is able to obtain them.

2. Legal Requirements

a.

The legal authority for school districts and county offices to register orders and
warrants is provided by education code sections 42670 through 42678 and 42690
through 42694.

The education code provides LEAs with two possible alternatives as follows:

1. Alternative 1: Registering Orders
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Education code sections 42670 through 42674 outline the procedure for a
county superintendent of schools to follow when they receive an order against
a school district’s funds but the monies are not available to pay the order. In
this event, the county superintendent should do the following:

1. Record the order, endorse on the order the words “Not approved for want
of funds,” and register it (E.C. section 42670).

2. Register the order in the county superintendent of school’s records, and
number and date the registered order (E.C. section 42671).

3. Return the registered order to the school district’s governing board (E.C.
section 42671).

The affected school district then delivers the registered order to the payee. The
order earns 5% interest from the date of registration until notice is given that
the order can be paid (E.C. section 42671).

When money is available to pay the registered order(s), the county superinten-
dent of schools must then publish, in a newspaper of general circulation, a no-
tice that the order can be approved. The notice may name the districts and list

in order of registration the registered orders for which money is now available
(section 42672).

At the time of giving notice, the county superintendent of schools must set
aside funds to cover the warrants for a period of 60 days. If the registered or-
der is not presented for payment within 60 days of publication, or if money
is not available when the order is presented, the order cannot be approved

until money again becomes available and notice is again given (E.C. section
42673).

The county superintendent of schools approves each district’s registered or-
ders and signs them as requisitions on the county auditor, in order of presenta-

tion. The total amount due, including interest, is entered on each (E.C. section
42674).

As an alternative to the warrant approval procedure in Education Code section
42674, whenever two or more orders registered on the same date and issued
against the funds of the same district are presented for payment at the same
time, the county superintendent of schools has the option to issue separately a
special requisition for the total amount of interest. The special requisition shall
be numbered by the county superintendent of schools and shall state, “In full
payment of interest due on warrants numbered  to _ , inclusive, of the
School District.” (E.C. sections 42675-42677).
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ii.

The county superintendent of schools shall report to the county treasurer and
auditor the amount of interest paid. The county superintendent of schools shall
also send to the governing boards of each school district the registered orders
which have been approved and paid, and report to the clerk or secretary of the
district the amount of interest paid and the numbers of the registered orders on
which interest is to be paid (section 42678).

Alternative 2: Registering Warrants with the approval of the County Board of
Supervisors (includes coordination with the county auditor’s and county trea-
surer’s offices)

This second alternative for registering warrants is provided in Education Code
sections 42690-42694. The difference is that when there is insufficient money
against which the order from a district is drawn to pay the order in full, the
county superintendent of schools can endorse on the order “to be registered
for lack of sufficient funds.”

To follow the below procedure for this alternative, the county board of super-
visors must adopt a resolution as specified in Government Code section 29822
(E.C. section 42690)

When the county superintendent of schools receives an order for which there
are insufficient funds to make the payment, they shall endorse the order “to
be registered for lack of sufficient funds,” sign, date and number the order as
a requisition on the county auditor, and forward the requisition to the county
auditor (E.C. section 42691).

The county auditor shall then endorse on the order the phrase “examined and
allowed,” sign, date and number the order as a warrant on the county treasurer,
and return the warrant to the county superintendent of schools. The county
superintendent will then forward the warrant to the governing board of the
school district for issuance to the payee (E.C. section 42691).

When the warrant is presented to the county treasurer for payment, the county
treasurer will follow the procedures outlined in Government Code sections
29821 to 29824 and 29826 to 29827, and endorse, register, advertise and pay
it, along with 5% annual interest (E.C. section 42692). Much of the process
the county treasurer follows is the same as that provided for county warrants
in Education Code sections 42671 to 42674.

If the warrants are not presented for payment within 60 days of the notice, the
treasurer may use the funds to pay the next unpaid warrants in line (E.C. sec-
tion 42693).
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Within 10 days after the end of the month, the county auditor must report to
the county superintendent of schools the amount of interest added to the regis-
tered warrants and the amount paid during the proceeding month, by district.
This information shall then be forwarded to the clerk or secretary of each dis-
trict for which interest was paid (E.C. section 42694).

3. Things to Consider Before Issuing Registered Warrants

a. Although legal, registered warrants entail a process that needs advance prepara-
tion because it is cumbersome and adversely affects many agencies, companies
and individuals. Therefore LEAs should ensure at least the following before issu-
ing registered warrants:

i.  The county office should verify that districts have done the following:

» Used all other means of meeting cash needs, including transfers between
funds and issuing TRAN:Ss.

* Developed and verified a complete, detailed cash flow statement
» Lengthened purchasing cycles
* Followed up on any outstanding receivables

* Ensured that all cash balances have been reviewed for possible temporary
interfund transfers

* Reviewed anticipated schedule of apportionments so cash flow infusions
are known

ii. The county office should verify the following with its information technology
department:

» The ability to print “registered school order” and “not approved for want
of funds” if using registered orders

» The paper stock to be used and whether it is different than that normally
used for warrants

* How a register will be created

* How accounting entries will be handled and whether existing processes
need any adjustments.

iii. The county office should do the following with regard to the county treasurer
and county auditor
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1v.

Communicate well in advance regarding potential need

If using registered warrants, seek the required resolution from the county
board of supervisors

The county office should do the following regarding and in coordination with
all agencies and departments:

Determine whether registered orders or registered warrants will be used.

Determine which agencies and departments involved, including the county
office and its information technology department, the district or districts,
the county auditor and the county treasurer.

Develop written procedures.

Ensure that all parties clearly understand what the process will be and the
roles and responsibilities of each agency and department.

Additional actions and considerations include the following (responsible par-
ties depending on the particular situation):

Communication with employees who will be affected.
Communication with vendors that will be affected.
Consider seeking legal counsel.

Consider seeking IRS input.

Communication with voluntary deduction vendors.

Communication with local banks and credit unions. Will they honor regis-
tered orders/warrants made payable to their members or customers. If so,
is there a special process for this, such as a special teller or manager ap-
proval?

Creation and distribution of press releases.

Determine who will be responsible to publish notice in the newspaper
once funds are available. Wording should be prepared ahead of time and
the numbers filled in when funds become available.

Determine the process for tracking registered warrants or orders that have
been presented to ensure compliance with the statutory 60-day deadline.
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* Determine the process for generating warrants, including interest, when
registered warrants or orders are presented

4. Procedures

The specific procedures for registering warrants will vary depending upon a
number of factors such as the following:

» The extent and length of cash shortfall

* The procedures and composition of the district, the county office, the county
auditor and the county treasurer’s office

» Data processing services

* Legal opinions

* Payees

Following is a sample procedure for Alternative 1.

A sample procedure is not provided for Alternative 2 because that alternative must
be approved by the county board of supervisors and is thus usually regulated by
the county auditor.

Sample procedure under Alternative 1:

1.
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The district determines the order in which obligations are to be paid. Once an
order is numbered and dated, no payment of any subsequent order is allowed until
sufficient funds are on deposit to pay the first order. Thus, although subsequent
smaller orders may be affordable, they are not payable until all prior orders are
cleared for payment. This inflexible queuing means that a district should carefully
consider where an order will fall in the queue before it is submitted.

a. Payroll orders normally supersede any others issued on the same date.
The district prepares the payroll or vendor payment request.

The individual warrants (now called registered school orders) are drawn accord-
ing to the usual county office procedure for doing so.

The county office registers the entire order by number and date in the sequence, as
submitted by the district.

A separate list is sent to the county auditor and treasurer.
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6.

10.

I1.

12.

13

14.

15.

The face of each warrant bears the notation, “Registered School Order”. Pursuant
to Education Code section 42670, the reverse will be stamped, “Not approved for
want of funds”.

The registered school orders and accompanying register pages are then returned to
the district.

An example of the accounting and general ledger entries is as follows:
a. Debit expense object.
b. Credit registered warrant suspense.
i. At this point there is no credit to cash.
c. Manually reverse all transfers that were posted to expense.
The district distributes the registered school orders.

Each registered school order should be accompanied by a complete and detailed
explanation of what this means to the claimant, including information regarding
interest, cashing and public notice.

Interest at 5% per annum begins on the date the registered school order is issued
and is calculated on the basis of 360 days. Interest ceases to accrue on the date
posted in the legal notice (see item 12 below).

When funds become available, the county superintendent of schools office will
publish a notice listing the registered school order numbers that may be redeemed
and advise the district accordingly.

. To be redeemed, registered school orders are to be returned to the county superin-

tendent of schools office.

Interest is calculated from the date of issue through the date posted in the legal
notice (E.C. section 42671).

Following is a suggested procedure and the accounting/general ledger entries for
use when a warrant is issued in place of a registered school order.

a. The registered school order is stamped “VOID.”
b. Debit interest object classification (to post applicable interest).
c. Debit registered warrant suspense.

d. Credit cash (sum of b and ¢ above).
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e. Post transfers.
f. Issue the warrant, including applicable interest.
g. Prepare new registers in the normal manner.

h. In the case of payroll warrants, a nonpayroll warrant should be issued to cover
the net pay with interest. Because the registered warrant included posting to
the employee earnings record, it is not necessary to repost this. The nonpayroll
warrant should be issued payable to the bearer of the registered school order,
not necessarily the employee.

Warrants not redeemed within a reasonable period of time should be recalled and
a letter sent to the claimant. (See E.C. sections 42673 through 42693 regarding the
60-day limit).

5. Payroll

a.
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The education code’s provision for registered orders appear to allow some flex-
ibility regarding the requirement that regular employees be paid no earlier than
the last working day of any month and no later than the fifth working day of the
following month. Registering payroll orders enables an educational entity to place
something in employees’ hands but in reality not pay anything until the funds until
the funds are on deposit to cover the order.

This raises the legal question of whether the deposit of payroll taxes is due as
usual on a payroll consisting of registered orders (particularly to the IRS as
covered in IRS code sections 6656 and 6931). And, if payroll taxes are due, can
payment be made by registered order without suffering penalties? In the past,

one district did pay the IRS with a registered warrant and the IRS attempted to
deposit it. When the bank refused the warrant, the IRS imposed on the district the
standard penalty one percent of the warrant. Seeking legal counsel and asking the
IRS these and similar questions before taking action may avoid extra cost in an
already expensive process.

Voluntary employee deductions may be handled using the same process as other
registered orders; each agency receiving the voluntary deduction would be issued
a registered school order. It is essential that the various agencies be contacted to
ensure that they understand the process and method for handling employee deduc-
tions. Districts that have had to register orders have found that some vendors have
been quite cooperative and understanding and have deferred the payments until
the funds have been received.
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6. Credit Unions and Banks

Almost all school-related credit unions, including school employee association
credit unions, have demonstrated a willingness to honor registered school orders
made payable to their members. Membership usually means having a small mini-
mum balance on deposit. Credit unions often cash or deposit registered school
orders in full without discounting them. The employee endorses the registered but
unsigned school order over to the credit union and it becomes their property.

The credit union is entitled to the legislated (E.C. section 42671) 5% annual inter-
est from the date of issue of the warrant through the date on which sufficient funds
became available to pay the warrant and the interest. This date is determined by
the county based on its expectations of when apportionments will be forthcoming
and is to be published as a legal notice in the newspaper.

The interest rate is determined based on the 5% annual rate and the number of
days elapsed as compared to 360. The credit union submits all registered school
orders and a claim for total interest to the county superintendent of schools office,
and a warrant covering interest and principal is then issued.

Some banks will also honor registered school orders. County office and school
district administrators should contact and make arrangements with specific bank
branches. The payee may be required to obtain approval from the manager and
a designated teller assigned to handle these warrants because the process for
redeeming them is different other forms of payment.

Individuals who hold registered warrants and do not cash them are also entitled to
the 5% interest.

Districts and county offices should write letters to their respective vendors delay-
ing payment for as many warrants as possible, but should not delay payroll.
Withholding amounts cannot be paid directly to credit unions as they normally
can be for loan payments and share accounts.

7. Communications and Public Relations

a.

It is important to keep all parties affected by registered orders fully informed in a
timely manner throughout the process, especially before the registered warrants
are issued.

County office should provide clear assurance that payment is forthcoming and
that the district or county office’s inability to pay is temporary.

P-010 + Cash » 2/2012
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I1.

c. Claimants need to know how the orders will be honored, what the procedure
for exchanging them is, and how they will receive notice about the exchange.
Employees need to be informed of the banks and credit unions that have agreed to
accept orders from members and customers.

d. Local banks also need to be kept aware of the situation as it progresses.

e. It can be helpful to make both written and personal contact with vendors to assure
them of eventual payment and keep them as a source of services and supplies.

f. The county auditor and treasurer need to be part of the initial planning and kept
informed throughout the process.

g. Issuing a complete and factual news release can help reduce or eliminate public
and media misinformation and speculation.

h. When registered orders are no longer necessary, a series of bulletins and news
releases showing how the district or county office is putting itself in a better cash-
flow position can help to restore public trust and reduce the anxiety employees
and vendors who have been paid late.

COUNTY OFFICE RESPONSIBILITIES

A.

Based on the review of the various legal requirements for the county office of education
in relation to the cash accounts of the district, there are two areas of responsibility for the
county office:

1. Responsibility to approve the orders on the funds of school districts.

2. Responsibility to prescribe alternate procedures for fiscally accountable districts.
These responsibilities of the county are addressed in the following procedures:

1. P-012 Approving District Orders

2. P-013 Fiscal Accountable and Fiscally Independent Districts

Cash Reconciliations

1. Each month, or more often as needed, the county office of education receives a report
from the county treasurer on the cash balances for each district in the county.

a. These reports from the county treasurer are the information that school districts
need to reconcile the cash accounts in their general ledger to their bank account,
the county treasury.

P-010 « Cash + 2/2012
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b. In some counties, the county office staff reconcile the district’s general ledger
cash account to the county treasurer’s cash balances.

c. In other counties, the county treasurer’s reports are provided to the districts and
the district staff reconcile their general ledger to the county treasurer.

2. There is nothing in the Education Code that requires COEs to reconcile these cash ac-

counts. Those COEs that perform the reconciliations do this as an additional service
to their districts and as a tool in their fiscal oversight.

If the COE doesn’t perform the cash reconciliation, they will often request a copy of
the district’s reconciliation for their AB 1200 review (one tool to assess the adequacy
of the district’s cash flow).

D. Cash Monitoring

1.

The COE should ensure that cash is monitored sufficiently. Depending on which tasks
are performed by the COE and the districts, COEs may do the following:

a. Monitor the cash balances for their districts to ensure that the districts have suf-
ficient funds to meet payroll and make vendor payments.

b. Monitor the cash balances daily, weekly or monthly.

c. Assist the districts in determining when to draw down their tax and revenue
anticipation notes (TRANSs) for cash flow purposes.

III. LEGAL CITATIONS

A. Government Code

1.

Sections 27000-27013

Provide laws on county investments and disbursements from the county treasury.
Sections 53600 —53609

Provide laws on investing public funds

Sections 53630-53686

Define terms, responsibilities of county treasurer, laws on deposits with county trea-
surer, and eligible securities.
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B. Education Code

1.

Sections 41000 — 41003
Provide laws on deposits of district funds into the county treasury.
Sections 41015 - 41016

Authorize the district or county office of education to invest surplus moneys not
required for the immediate necessities of the district or county office of education.

Section 41017

Authorizes the school district or county office of education to deposit funds in a local
bank to serve as a clearing account for miscellaneous receipts.

Section 41018

Authorizes a school district or county office of education having an average daily
attendance of 100,000 or more to deposit funds received from the temporary rental of
property pending construction of school facilities on the property into a bank account.

Education Code Sections 42620 — 42633

Provide laws on temporary transfers to school districts and county offices of educa-
tion that do not have sufficient money to its credit to meet current operating expenses.

Education Code Sections 42630 — 42652

Provides laws on the payment of money from the funds of a school district.
Education Code Sections 42820 — 42821

Provide laws on the revolving cash fund.

Education Code Sections 42670 — 42678

Provide laws on orders and warrants when moneys are not available.
Education Code Sections 42690 - 42694

Provide laws on optional method - registering warrants.

P-010 « Cash + 2/2012
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P01 Internal Controls for AB 1200

I OVERVIEW

A. Internal controls are the policies and procedures that promote efficiencies in operations,
protect public funds, reduce the risk of fraud and abuse, and ensure the accuracy and
timeliness of financial reporting.

B. The county office reviews district financial reports and other documentation due to the
requirements of AB 1200.

C. Without an understanding of a district’s internal controls, a staff member performing AB
1200 reviews must make certain assumptions regarding the accumulation and recording
of financial data.

D. For example, to determine that the budgeted salaries are correct in the second interim
report, the county office staff will review a financial report.

1. The staff may compare the actual expenditures to date plus the encumbrances to
determine that the budgeted salaries are reasonable.

2. Areviewer can better determine the reasonableness of salary budgets if there is
a good understanding of how salary information is calculated, documented and
recorded.

3. For example:

a. If the district is using a position control software module, is the position control
system linked to the budget and payroll modules? Is the position control system
used as a true control system or as a database to collect and report data? Are
duties divided so that one person or one department is not entering all the infor-
mation in the position control system? Are there appropriate controls supporting
the software process (e.g. board approval of all positions that are created and
deleted)?

b. If the district’s computer system encumbers salaries, are the encumbrances accu-
rate? Are any salaries not encumbered?

E. Without an understanding of a district’s internal controls, the county office risks
approving a certification on an interim report that may be inaccurate or approving a
budget that the county office should have disapproved.

I1. USING INTERNAL CONTROLS IN THE AB 1200 REVIEW

A. When the district’s budget is qualified, negative or under AB139, the county office staff
may want to incorporate the district’s internal controls review for financial reporting as a
part of their AB 1200 review.
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B. There are a few ways of determining if the county office can reasonably rely on the
internal controls of the district when conducting AB 1200 reviews.

1.

The lack of internal controls can manifest itself in many different ways. Evaluating
the following sections of FCMAT’s Fiscal Health Risk Analysis and Key Fiscal
Indicators can help identify manifestations of a lack of internal controls:

a.

b.

€.

f.

Encroachment

Management Information Systems
Position Control

Budget Monitoring

Audit Report

General Ledger

Review the district’s last audit report to determine if the internal controls failed,
passed, or had major exceptions. It helps to read the following sections/reports in the
audit report:

a.

Reconciliation of Unaudited Actuals Financial Report with Audited Financial
Statements.

It could be a sign of a weakness in internal controls if the district’s auditor con-
tinually has to adjust the district’s unaudited actuals. For example, it might mean
the district has a control weakness in identifying and recording revenues if every
year the auditors make an adjustment to the accounts receivable balance.

Report on State Compliance.
Determine which procedures were performed and which were not. Read the opin-
ion to see if the auditor found compliance or not.

Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards.

Read the opinion to see if the auditor found compliance or not.

Independent Auditor’s Report on Compliance With Requirements that Could
Have a Direct and Material Effect on Each Major Program and on Internal
Control Over Compliance in Accordance With OMB Circular A-133.

Read the opinion to see if the auditor found compliance or not.

Findings and Questioned Costs Section.
Review this section for findings that detail issues with internal controls.
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3. Under the provision of Education Code Section 41020.8, request that the district’s
independent auditors send to the county office their working papers regarding testing
of internal controls. This can only be used for those districts for which the county
office has determined that the district may not be able to meet its financial obligations
of the current or subsequent fiscal year.

4. The county office can perform its own test of the district’s internal controls. The inter-
nal control spreadsheets in this section are tools that the county office may use to gain
information regarding the internal controls in their districts. A district’s cooperation
in completing these spreadsheets is voluntary. There is no provision in the law that
authorizes the county office to compel a district to complete such internal control sur-
veys. Therefore, it is important to maintain good relations with a district so that their
participation in such a study will be without reservation. When a cordial relationship
exists with the district, the county office can also learn about flaws in a district’s inter-
nal controls through personal conversations with district staff.

a. The most efficient way to use these spreadsheets is to e-mail them to the districts
for completion.

b. The county office should schedule a meeting with the district to determine if
the completed information is reasonable and discuss any questions raised by the
responses to the questionnaire.

c. After the first year, the county office should periodically send the completed
spreadsheets to the district with a request to review the responses and make any
changes based on current operations.

5. In order for the completed spreadsheet to have value, the county office must test the
district’s claims. If it does not test the internal controls that a district claims it has
in place, the county office can make erroneous decisions about a district’s financial
status while believing that they have a complete understanding of the internal con-
trols. Making decisions based on an understanding of untested internal controls may
be riskier than making decisions when one knows they have no understanding of the
internal controls. There are several reasons for this:

a. If a district is not accurate when it completes the spreadsheet, the county office
will rely on false information when determining the sufficiency of internal con-
trols.

b. The district may have written control procedures; however, actual practice may
differ from the written control procedures.
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c. The district may be unaware of significant errors that may occur in the processes.
If one does not know the rate of error that may exist, one may place too much
confidence in a control procedure. The quality of a procedure often depends on
the competence of those tasked with complying with the procedure.

d. Areviewer is more likely to investigate differences and anomalies in a report if
they lack confidence in the district’s internal controls. A reviewer might be willing
to accept a difference or anomaly if the reviewer feels that internal controls are
sufficient, even though their understanding of those controls is incorrect.

P-011 « Internal Controls for AB 1200 « 2/2012
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I. OVERVIEW

A. Most payments made from school district funds are from the cash account maintained at
the county treasury.

B. With the exception of fiscally accountable and fiscally independent school districts, the
school district’s vendor and payroll warrants are prepared and signed at the county office
of education. This is the case for the warrants of every school district that is not fiscally
accountable or independent, regardless of whether the district uses the county office’s
financial accounting system or a different financial accounting system (in which case it is
commonly known as an off-line school district).

C. Education Code sections 42630 — 42652 govern how money must be paid from the funds
of a school district. These code sections are explained below:

1. Education Code section 42631

a. The school district must make all payments from the funds of a school district by
written order of the governing board of the district.

b. The county superintendent of schools must prescribe the forms used to process
orders unless the warrants are processed by an on-line data processing system.

2. Education Code section 42632

At least a majority of the members of the governing board of the district, or a
person or persons authorized by the governing board to sign orders in its name,
must sign each order drawn on the funds of the school district.

3. Education Code section 42633

a. The governing board of each school district is responsible for filing or causing
the staff to file the verified signature of each person, including members of the
governing board, authorized to sign orders.

b. The county superintendent must not approve orders for payment unless the signa-
tures are on file in his or her office and he or she is satisfied that the signatures are
of persons authorized to sign the orders.

Note: this provision does not apply to fiscally accountable districts.

4. Education Code Section 42634
The orders drawn against the funds of the school district must be numbered and state:

a. The fund or funds of the district against which the order is drawn.

P-012 « Approving District Orders * 2/2013 Go back to Index



P-012

rmresoes_ APProving District Orders

b.

The amount of the payment to be made from each fund.

For orders drawn for the payment of salary or wages, the rate of salary and the
period of service for the employee.

If the order is drawn for payments other than salaries or wages of school district
employees (vendor payments), the district must accompany the order with an
itemized bill showing each item and its price.

If the county superintendent of schools determines that including an itemized bill
with the order is impractical, the county superintendent can require the district to
maintain the itemized bills at the school district instead of submitting them with
the orders for payment. The school district must maintain the itemized bills for
audit, if needed at a later date.

5. Education Code section 42635

School district must transmit each order drawn against the funds of the district to
the county superintendent of schools, and if approved and signed, the order will
become a requisition of the county auditor.

The county superintendent may prescribe alternative procedures for fiscally
accountable districts.

6. Education Code section 42636

The county superintendent of schools may examine each order on school district
funds transmitted to him or her, in the order in which it is received.

If it appears that the order is properly drawn for the payment of legally authorized
expenses against the proper funds of the district, and there are sufficient moneys
in the fund or funds against which the order is drawn, the county superintendent
will endorse the order as” examined and approved,” and affix his or her signature.

The county superintendent transmits the order to the county auditor in the order in
which the order was received in his or her office.

The county superintendent may prescribe alternative methods for districts that are
fiscally accountable.

Upon approval by the county auditor, the county superintendent of schools may
allow electronic transfers of the orders, which is a common practice in most
counties.
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7. Education Code section 42638

a. If the county superintendent disapproves an order of the school district, it must
be returned to the district’s governing board with a statement of the reasons for
disapproving the order.

b. If the county superintendent determines that there is evidence of fraud or misap-
propriation, the county superintendent must notify the governing board of the
school district, the State Controller, the Superintendent of Public Instruction, and
the local district attorney.

c. Education Code Section 42127.6 (h)(i) prohibits the county treasurer from
honoring any warrant that the county superintendent or the Superintendent of
Public Instruction has disapproved.

&. Education Code section 42639

* The county auditor may examine each order and requisition on school district
funds transmitted to him or her by the county superintendent of schools.

9. Education Code Section 42641

a. This code section authorizes the county auditor and county treasurer to allow the
governing board of any school district to issue payroll orders in lieu of single
orders for the payment of salary and wages.

b. These payroll orders must be on forms prescribed by the county superintendent of
schools and approved by the Superintendent of Public Instruction.

c. The payroll orders may only be drawn for the payment of salaries and wages of
employees, and constitute requisitions on the county auditor and warrants on
the county treasury when approved and signed by the county superintendent of
schools and allowed and signed by the county auditor, respectively.

10. Education Code Section 42642

* Requires that payroll orders list the names of all employees in whose favor the
order is drawn and state the amount of money due each.

11. Education Code Section 42643

» The county superintendent must keep, open to the inspection of the public, a
register of warrants, showing the fund from which the payment was drawn, the
number, the payee, and the purpose.
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II1.

COUNTY OFFICE RESPONSIBILITIES

(Note: Procedures for fiscally accountable and fiscally independent districts are included in
procedure P-013)

A. Applicable Education Codes and County Office Responsibility

The sections of the Education Code that provide laws related to the county office
responsibilities regarding district orders include some legally required procedures and
some permissive procedures.

The following chart shows the provisions of the Education Code and whether they are
required or permissive:

Education
Procedure Code Required | Permissive
Reference

The county superintendent must prescribe the forms used to pro-
cess orders unless the warrants are processed by an on-line data 42631 X

processing system.

The county superintendent must not approve orders for payment
unless the signatures are on file in his or her office and they are 42633 X
satisfied that the signatures are of persons authorized to sign the

orders.

For orders for payments other than salaries or wages of school dis-
trict employees, the district must include with the warrant an item-
ized bill showing the separate items and the price of each.

If the county superintendent of schools determines that including an 4634 X
itemized bill is impractical, the county superintendent can require
the district to maintain the itemized bills at the school district in-

stead of submitting them with the orders for payment. The school

district must maintain the itemized bill for audit.

The county superintendent may examine each order on school 42636 X
district funds transmitted to them.

If the county superintendent disapproves an order of the school
district, it must be returned to the district’s governing board with 42638 X

a statement of the reasons for disapproving the order.

If the county superintendent determines that there is evidence of

fraud or misappropriation, the county superintendent must no- 4638 X
tify the governing board of the district, the State Controller, the

Superintendent of Public Instruction, and the local district attorney.
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B. Procedures for Fulfilling County Office Responsibilities

1. The Education Code sections referenced in this section refer to the requirements for
the county superintendent in relation to the payment of orders from school districts.
These orders include the payment of the monthly or semi-monthly district payrolls
and the payment of the vendor warrants from the districts.

2. Based on the previous chart that summarizes the applicable Education Codes, the
county superintendent is required by law to perform certain duties related to district
orders, while some of the laws are permissive.

3. By law, the county superintendent is required to:

a. Prescribe the forms used to process orders unless warrants are processed by an
online data processing system.

i. In most of the school districts in California, warrants are now processed by
an online data processing system; therefore, it is no longer necessary for the
county superintendent to take any action to prescribe the forms.

ii. Additionally, some county offices issue vendors payments in an electronic
form (through the VISA network, ACH, etc.). All other Education Code
requirements should be adhered to when using this option; only the final form
of payment is different.

b. Maintain the signatures on file in his or her office of the persons authorized to
sign orders and determine that the signatures on orders are of persons authorized
to sign the orders.

c. Submit a statement to the district governing board of the reasons for disapproving
any district orders.

d. Notify the governing board of the district, the State Controller, the Superintendent
of Public Instruction, and the local district attorney if they determine that there is
any evidence of fraud or misappropriation.

4. By law, the county superintendent may also perform the following:

a. For orders for payments other than salaries or wages, Education Code section
42634 requires districts to accompany each order with an itemized bill. This
section also authorizes the county superintendent to allow the districts to maintain
the itemized bills at the school district instead of submitting them with the orders
for payment.

b. Education Code section 42636 states that the county superintendent may examine
each order on school district funds.
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For payment orders for vendor warrants, county offices of education fulfill their
responsibilities in a number of different ways. The procedures county offices use
vary significantly because these code sections are permissive; therefore, it is up to the
county superintendent of schools to decide which process is best for their individual

county.

The following chart summarizes the procedures used in county offices of education to
review/audit their districts’ vendor warrants:

County Office Process

Additional Information

County office staff review all vendor pay-
ments and supporting documentation (100%

review).

* District staff are required to submit purchase requisitions,
purchase orders, receiving reports and vendor invoices for
review by county office staff.

* An alternate form of the 100% review is to request that the
school districts submit the invoice only (not all of the docu-

mentation used to support the payment).

County office staff review a sample of vendor

payments and supporting documentation.

* County office staff select a sample of vendor warrants for
review. This is either a statistical sample or sample selected
based on the county office’s judgment.

* Based on the sample selected, the district staff submit copies
of the supporting documentation for the county office staff to

review.

County office staff review a sample of vendor
payments at the district office.

* County office staff select a sample of vendor payments for
review. This is either a statistical or a sample selected based
on the county office’s judgment.

* Based on the sample selected, county office staff review the
supporting documentation for the vendor warrants at the
district office.

County office staff do not review any vendor
warrants.

* The county office relies on the district business office and
the district’s auditors to ensure that the internal controls for
vendor payments are adequate and that the district is process-
ing the vendor payments in accordance with applicable laws,

regulations and district policy.
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The following chart summarizes the pros and cons of various review/audit procedures
used in different county offices of education:

Approach Pros Cons

* Labor intensive. The county office will need to devote
significant staff to review every vendor warrant in every

district in the county.
* May enable the county office to ) .
. . « Staff assigned to perform a 100% review may not have
gain a complete understanding of . .
. ) e a thorough understanding of all laws and regulations gov-
100% Review the internal controls operating in R ] ) )
o erning district expenditures. This may result in the coun-
the district for vendor payments. o ) ] )
ty office reviewing and approving expenditures that are in

violation of laws, regulations or good business practices.
* The district and county office may have a false sense of

assurance about the district’s expenditures.

* The quality of the review depends on the experience
and training of the staff performing the review.

. ) . * The staff performing the review will need to gain an
Sample Review | e Efficient and cost effective. ] i
understanding of the internal controls for vendor pay-
ments while performing the review of a test sample of

transactions.

* If the district does not have competent staff and the
audit does not detect the internal control weaknesses or
) the violations of laws and regulations, the county office

. * Requires the least amount of o L .
No Review ) may not have any indication that the district is not a going
county office staff time. . . o o
concern, or is having financial issues, until it is too late.
This going concern could result from expenditures coded

incorrectly, expenditures in violation of the law, etc.

6. For the payment of payroll orders, the procedures county offices follow vary,
ranging from not performing any review on the payroll orders to a very detailed
review that includes the following:

a. Comparing the prior month’s payroll report to the current payroll order.

b. Requesting documentation on all changes from the prior month (i.e., new
employees, deletion of an employee, change in salary, and change in payroll
withholding).
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I. OVERVIEW

A. Fiscal independence is approved by the Superintendent of Public Instruction (SPI)
and authorizes a district to issue all of its warrants independent of the county office of
education.

B. Fiscal accountability is approved by the county superintendent of schools and authorizes
a district to issue its payroll or vendor warrants independent of the county office of
education.

C. Fiscally independent districts operate their own financial accounting system. Fiscally
accountable districts may contract with the county office for computer services, but most
operate their own financial accounting system.

D. Education Code section 42652

1. Allows the SPI to revoke or suspend a district’s fiscal independence status if the
district has a qualified or negative certification pursuant to section 42131.

2. Allows the county superintendent of schools to revoke or suspend a district’s fiscal
accountability status if the district has a qualified or negative certification pursuant to
section 42131.

E. Fiscally accountable and fiscally independent districts must comply with AB1200 and
AB2756 (Daucher).

II. FISCAL INDEPENDENCE

A. Education Code section 42647 establishes a process for a district to become fiscally
independent of the county office of education for paying salary and vendor warrants. The
status of a district approved under the process described in this code section is commonly
called fiscal independence.

B. With the approval of the SPI, the governing board of a unified school district, or a
district with an average daily attendance of more than 10,000, may cause to be drawn all
warrants against all district funds in the country treasury, except debt service, to pay the
district’s expenses.

C. Once a district is granted fiscal independence, the county office is not responsible
for producing reports, statement or other data relating to or based on payments of the
district’s expenses.
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D. Warrant Process

1.

The warrants shall be issued by a person designated as the district auditor or the
district disbursing officer for the school district against funds in the county treasury in
payment of all claims chargeable against the district.

The claims must have been legally examined, allowed and ordered by the governing
board.

The district auditor shall issue warrants against funds in the county treasurer for all
debts and demands against the district.

The district’s governing board must prescribe the form of the warrants, and the county
auditor or county treasurer must approve the form of the warrants.

The district must pay the cost of printing the warrants.
The district is responsible to keep all warrants, vouchers and supporting documents.

On the same day it issues warrants, the school district must forward to the county
auditor, upon his or her request, and to the county superintendent, a list of the
warrants issued.

* The form and content of the warrant listing shall be as prescribed by the govern-
ing board and approved by the county auditor.

The school district must furnish monthly to the county superintendent of schools and
the county auditor, upon their request, a statement showing the amount budgeted,
actual expenditures, encumbrances and unencumbered balances, for both the current
fiscal year to date and for each required expenditure classification.

E. Required Reports

Districts shall provide the county superintendent of schools, in the form prescribed by
them, with the data necessary to make retirement reports and other reports required by
law.

F. Cost of Fiscal Services

The county auditor and the county treasurer may charge the districts for the cost of all
fiscal services.

G. Bond

1.

The person whom a fiscally independent district’s governing board authorizes to issue
warrants shall execute an official bond in an amount fixed by the governing board.
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2. A county superintendent of schools or a county auditor shall not be liable under
the terms of the bond or otherwise for any warrant issued by a fiscally independent
district.

H. The Approval Process

1. Districts must obtain approval of the SPI to become fiscally independent of the county
office of education.

2. Districts must file a written application with the county superintendent of schools.

a. Upon receipt of the written application, the county superintendent shall cause a
survey to be made of the district’s accounting controls by an independent certified
public accountant (CPA) or a public accountant.

b. The Office of the State Controller prescribes the standards for the survey of the
accounting controls.
Note: As of January 2004, the Controller had not issued standards for the survey
of the accounting controls.

c. The certified public accountant (CPA) or public accountant shall report his or her
findings and recommendations to the county superintendent, the county auditor
and the applicant district.

3. The county superintendent is responsible to forward to the SPI the following:
a. The district’s application
b. His or her other recommendations
c. The recommendations of the county auditor
d. A report of the survey

4. The SPI is responsible to approve the application only if they find that the accounting
controls are adequate.

a. Ifthe SPI determines that the controls are inadequate, they shall disapprove the
application.

b. If the SPI disapproves the application, the SPI and the county superintendent of
schools shall state the specific steps that the district must take to receive approval.

5. The district is required to reimburse the county superintendent of schools for all costs
incident to the accounting controls survey made pursuant to the district’s application.
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II1.

L.

Beginning Fiscal Independence

1. When approved by the SPI, fiscal independence is effective at the beginning of the
fiscal year if the approval was made before the preceding first day in January.

2. If at any time the county superintendent of schools determines that the district’s
accounting controls have become inadequate, they may recommend to the SPI that
the approval be revoked, to be effective on the first day of the following fiscal year.

FISCAL ACCOUNTABILITY

A.

Education Code section 42650 provides the legal basis for a district to issue its own
payroll or vendor warrants. The status of a district that is approved under this code
section is commonly called fiscal accountability.

With the approval of the county superintendent of schools, the governing board of a
school district may cause warrants to be drawn on the county treasury against designated
funds, except debt service.

. For fiscally accountable districts, county officers are not responsible for providing

reports, statements or other data relating to or based on the designated payments of the
district’s expenses. This applies to the type of warrants for which the fiscal accountability
status was approved.

Warrant Process
1. A person designated as the district disbursing officer issues the warrants.

2. Code allows warrants for salary and other types of claims (vendor payments)
designated by the county superintendent to be issued by the district disbursing officer.

3. The district’s governing board examines, allows and orders the payment of the
warrants.

4. The district disbursing officer is authorized to issue warrants, using procedures
prescribed by the county auditor, within categories designated by the county
superintendent.

5. The county auditor or treasurer prescribes and approves the form of the warrants.

6. The cost of printing warrants may be charged to the district. The county auditor and
county treasurer may charge fiscally accountable districts for the cost of all fiscal
services.
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7. This code section authorizes the county superintendent and county auditor to
prescribe procedures for districts to issue warrants, including specifying who is to
sign the warrants.

8. On the same day it issues warrants, the school district must forward to the county
auditor, upon his or her request, and to the county superintendent, a list of the
warrants issued.

* The form and content of the warrant listing shall be as prescribed by the county
auditor and county superintendent and approved by the county auditor.

9. The school district must furnish monthly to the county superintendent of schools and
the county auditor, upon their request, a statement showing the amount budgeted,
actual expenditures, encumbrances and unencumbered balances, for both the current
fiscal year to date and for each required expenditure classification.

E. Required Reports

Fiscally accountable districts are required to provide the county superintendent, in the
form prescribed by them, with the data necessary to make retirement reports and other
reports required by law.

F. Periodic Review

1. Education Code section 1241.5 allows the county superintendent to audit the district’s
financial transactions and internal controls at any time during the fiscal year.

2. The county superintendent must report the findings to the governing board within 45
days of completion of the audit.

3. The county superintendent may revoke the district’s fiscal accountability status if they
determine the controls are not adequate.

G. Bond

1. The person authorized to issue warrants shall execute an official bond in an amount
fixed by the governing board.

2. The county superintendent and county auditor shall not be liable under the terms of
the bond or otherwise for any warrant issued.

H. The Approval Process

1. The governing board shall file a written application with the county superintendent
and the county auditor.
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2.

The county superintendent prescribes the forms and processes to be used for the
application.

Upon receipt of the application from the district, the county superintendent shall
cause an audit to be made of the district’s management and accounting controls,

in accordance with standards prescribed by the county superintendent or by an
independent certified public accountant (CPA) or public accountant approved by the
county superintendent.

a. The audit is performed by an independent certified public accountant (CPA) or
public accountant approved by the county superintendent.

b. The auditor reports their findings and recommendations to the county superinten-
dent and the district.

c. The annual audit of the district may serve as the audit for this purpose, if that is
acceptable to the county superintendent.

d. The district is responsible for the cost of the audit.

The county superintendent and the county auditor review the district’s application
and the audit and may approve the application if they determine that the district’s
management and accounting controls are adequate.

a. If they determine that the controls are not adequate, they shall disapprove the
application.

b. If disapproved, the county superintendent shall state the specific steps the district
must take to receive approval. The auditor must certify these steps as complete
before the county superintendent approves the application.

Timeline:

a. The district must file its application with the county superintendent on or before
September 1.

b. The audit of the district’s management and accounting controls must be filed on or
before January 1.

c. When the application is approved, the fiscal accountability is effective at the
beginning of the fiscal year, provided the approval was made before the preceding
first day in March.
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6. Revocation

« Ifat any time the county superintendent or the county auditor determines that the
management or accounting controls have become inadequate, either officer may
revoke the fiscal accountability status immediately.

IV. SUMMARY OF COUNTY OFFICE RESPONSIBILITIES

A. Fiscally Independent Districts

1.

The county office of education has a number of responsibilities during the approval
process for fiscal independence:

a. Upon receipt of the application for fiscal independence, hiring a certified public
accountant (CPA) or public accountant to perform a survey of the district’s
accounting controls.

b. Contact the Office of the State Controller to obtain the standards for the survey of
the accounting controls.

c. Forward the completed application, survey report, and recommendations from the
county auditor and the county superintendent to the SPI.

If the SPI disapproves the application, work with the SPI and the district to determine
the steps the districts needs to take to receive approval.

If the district’s application is approved, ensure that the district implements the fiscal
independence process on time and not before the allowed date.

Some counties require the district’s auditors to issue a separate letter in the annual
audit report stating that the district’s controls for warrant processing are still adequate
to maintain their fiscal independence status.

If the county office determines that the accounting controls have become inadequate,
it may recommend that the SPI revoke the approval for fiscal independence.

B. Fiscally Accountable Districts

1.

The county superintendent has the responsibility to do the following:
a. Determine the forms to be used for the application for fiscal accountability.
b. Receive the application from the district.

c. Hire an auditor to audit the district’s management and accounting controls, in
accordance with standards prescribed by the county superintendent or by a CPA or
public accountant approved by the county superintendent.
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d. Approve or disapprove the district’s application.
e. If disapproved, notify the district of the steps needed to receive approval.

2. The county superintendent may revoke the district’s fiscal accountability status if they
determine that the controls are not adequate.

3. The county superintendent may prescribe alternative procedures in the following
areas:

a. Transmitting orders — Education Code Section 42635

b. Examining district orders — Education Code Section 42636

c. Maintaining registers of warrants — Education Code Section 42643
V. COMMUNITY COLLEGES

Although the county superintendent does not have fiscal oversight responsibility (Ed
Code 1240 (1)(4)), the county superintendent is responsible for authorizing warrants
to be issued. Education Code sections 85266 and 85266.5 provide the legal basis for
community colleges to obtain fiscally accountable or fiscally independent status. The
process and timeline mirror the preceding steps outlined for K-12 districts.
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I OVERVIEW

A. The California County Superintendents Educational Services Association (CCSESA) has
stated the following:

The single most critical area to monitor is the economic impact of salary settlements,
vet this area is probably the weakest in terms of State regulation. Even with cur-

rent regulations, the only thing a county superintendent can do when evaluating the
impact of a pending salary settlement is to publicly comment on their concerns prior
to ratification by the district’s governing board. The only exception to the rule is
when a fiscal advisor is already in place in the district. Then a county superintendent
can impose the stay and rescind authority if the governing board approves a salary
settlement that will hurt the district fiscally.

B. School district management teams meet with the various employee bargaining unit
organizations (different for each district depending on their employee elections) each year
to negotiate salary schedules, health and welfare benefits, work days and other changes in
the terms of the district’s annual contracts with employees.

C. Because salaries and benefits usually make up at least 80% or more of the total expendi-
tures in the general fund, any increases in these amounts can have a significant impact on
the district’s ongoing fiscal solvency.

I1. LEGAL REQUIREMENTS

A. The following are the key elements of the code sections related to salary settlements/
collective bargaining:

Within 45 days of adopting a collective bargaining agreement, the superin-
tendent of the school district shall forward to the county superintendent of

. schools any revisions to the school district’s current year budget that are nec-
Education Code

essary to fulfill the terms of that agreement.
42142

The school district must include any additional costs that may result from the
terms of the collective bargaining agreement in any interim fiscal reports or

multiyear fiscal projections.

A school district that has a qualified or negative certification pursuant to
Education Code Section 42131 must allow the county office of education at
least 10 working days to review and comment on any proposed agreement
Government Code 3540.2 between the 'exc.lusive repres?ntatives and the pub.lic school er'nployér.
The school district must provide the county superintendent with all informa-
tion relevant to an understanding of the financial impact(s) of the agreement

pursuant to Government Code Section 3543.2.

* Minor revisions to some sample items 2/2015 in keeping with implementation of the Local Control Funding Formula
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Government Code 3540.2
(continued)

Government Code 3547.5

Government Code 53260

Government Code 53261

Government Code 53262

The Superintendent of Public Instruction (SPI) shall develop a format to use in
generating the financial information. Most county offices will recom-
mend a format based on the SPI guidance for use by the dis-
tricts in their county.

The county superintendent shall notify the school district, the county board
of education, the district superintendent, the governing board of the school
district, and each parent and teacher organization of the district within those
10 days if, in their opinion, the agreement would endanger the fiscal well-being
of the school district.

A county office of education, or a school district for which the county board
of education serves as the governing board, that has a qualified or negative
certification pursuant to Education Code Section 1240 must allow the SPI at
least 10 working days to review and comment on any proposed agreement

or contract made between the exclusive representative and the public school

employer or designated representative of the employer.

Before entering into a written agreement with an exclusive representative cov-
ering matters within the scope of representation, the public school employer
must disclose the major provisions of the agreement, including, but not limited
to, the costs that would be incurred by the public school employer under the
agreement for the current and subsequent fiscal years at a public meeting in a
format prescribed by the SPI or county office of education.

The superintendent of the school district and the chief business official must
certify in writing that the costs incurred by the school district under the
agreement can be met by the district during the term of the agreement.

The district must prepare the certification in a format similar to that of the
reports required pursuant to Education Code Sections 42130 and 42131 and
must itemize any budget revision necessary to meet the costs of the agree-
ment in each year of its term.

If the school district does not adopt all of the revisions to its budget needed in
the current fiscal year to meet the costs of a collective bargaining agreement,
the county superintendent of schools will issue a qualified or negative certifica-

tion for the district on the next interim report.

Establishes a maximum cash settlement that a local agency employer may pay
in the event of a contract termination.

Prohibits the cash settlement referred to in Government Code 53260 from

including other noncash benefits except health benefits.

Requires the local agency to ratify contracts for upper level administrators in
an open session of the governing board and that this be reflected in the gov-

erning body’s minutes.
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III. IMPLEMENTING THE LEGAL REQUIREMENTS

A. Government Code Sections 3540.2 and 3547.5 refer to a format for disclosing major
collective bargaining agreements.

1. The California Department of Education (CDE) issued Management Advisory 92-01,
Public Disclosure of Collective Bargaining Agreements, on May 15, 1992. In this
advisory, the CDE provided recommendations for procedures and a format that were
only advisory.

B. Sample formats for collective bargaining disclosures and summaries developed by county
offices of education are included in the pages following this narrative and meet the intent
of the above listed Education Code and Government Code requirements. (Please note:
some of the directions included in the samples relating to timelines for submission to the
COE and requested backup documentation are specific to local requirements).

1. The collective bargaining disclosure and/or summary should reflect both increases
and decreases in salary and benefit costs. During times of reduced state, federal and
local revenue sources, districts have had to bargain for reduced work days, furlough
days, salary schedule reductions, and/or freezes in step and column advancements
for a selected time to ensure fiscal solvency and health and welfare restructure. It is
also important to analyze whether these adjustments will provide sufficient savings to
continue to maintain fiscal solvency in the current and/or subsequent two fiscal years.

C. County office staff should annually provide districts with information regarding the
above-referenced disclosures, certifications and timelines for submission of data to the
county superintendent of schools office within 45 days of adopting a collective bargaining
agreement, and provide any revisions to the district’s current year budget that are needed
as a result of the contract settlement, as well as the consequences of inaction.

1. A sample of an annual bulletin to the districts regarding collective bargaining disclo-
sure requirements under the above-referenced Education Code and Government Code
sections is included in the example pages following this narrative.

2. Many COEs include a paragraph reminding districts of this requirement in the budget
approval letter or the interim certification approval letter.

D. Once the county office staff receive the disclosure document and copies of the collective
bargaining contract settlement(s), they should review the financial impact on the district
immediately by reviewing updated multiyear financial projections, if provided, against
current financial ledgers, payroll activity reports/summaries, and any recent interim or
budget multiyear projections using currently known budget assumptions to determine the
accuracy of the anticipated adjustments in the disclosure documents.
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1. County office staff should also review the actual bargaining unit agreement to ensure
that all potential costs and/or savings are identified in the disclosure document and
updated multiyear projections. Questions should be asked of the district CBO if the
financial impact is unclear or if it doesn’t identify how the district will continue to
maintain fiscal solvency in all years.

a. Any time a contract is reopened with an impact on “any area of the existing
contract”, financial or nonfinancial, a disclosure or “sun-shining” of the proposed
agreement must be made. If the only change is nonfinancial and in language
only, the disclosure still must be made, however the district may just describe the
changes in the appropriate sections and indicate “NA” in the financial sections.

2. Validate that the district is also correctly addressing any ongoing fiscal impacts, or
restoring expenditure costs in subsequent fiscal years if the agreement is limited to
one fiscal year, or showing compounding of expenditure costs in subsequent fiscal
years if the increase is ongoing.

3. Validate any potential impacts of restoration language that could be included in the
agreement and the basis for restoration of identified salary or benefit reductions.

If county office staff determine that the settlement will adversely affect the district’s
financial position, they should immediately contact the district’s chief business official to
discuss the details of the concerns.

1. This could also result in correspondence sent to the district superintendent and gov-
erning board expressing the concerns the county office has identified.

In some instances, the county superintendent may need to take action under Education
Code Section 42127.6.

1. This code section allows the county superintendent to take action at any time during
the fiscal year if the county office determines that a school district may be unable to
meet its financial obligations for the current or subsequent two years.

For districts with a qualified or negative interim report certification, the county office
staff must review the proposed settlement prior to its ratification and notify the school
district, the county board of education, the district superintendent, the governing board of
the district, and each parent and teacher organization of the district if, in their opinion, the
agreement would endanger the district’s fiscal well-being.

Iv. Many county offices have developed electronic versions of the Public Disclosure of
Collective Bargaining Agreements for use by their districts. The examples following are
available in Microsoft Excel format on the following COEs’ websites:

Example 1 — San Bernardino COE
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Example 2 — Orange COE

Example 3 — Humboldt COE
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Example 1:
Public Disclosure Letter
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August 12, 2011 Bulletin No. 12-011

To: Chief Business Officials & Fiscal Directors (K-12)
San Bernardino County School Districts

Subject: SUMMARY AND DISCLOSURE OF PROPOSED COLLECTIVE BARGAINING
AGREEMENT(S)

Pursuant to the provisions of Government Code Section 3547.5 and AB1200, updated by AB2756,

the following documents are required by our office in order to comply with the Public Disclosure
requirements for “sun shining” and making available to the County Office of Education (COE), any
updates or changes to collective bargaining unit agreements and/or reopeners, including memorandums
of understanding (MOUs). These documents are required to be completed for any and all changes,
revisions or new collective bargaining agreements, including reopeners, or MOUs, regardless of
financial impact to the district’s current budget. If there are no financial impacts, several sections of

the disclosure and summary documents can indicate “Not Applicable or N/A”. Please see the written
instructions for completion of the documents. The summary and disclosure documents must be signed
by the Chief Business official and Superintendent and copies sent to our office for review, a minimum of
ten (10) days prior to final board actions. Districts with qualified or negative budget certifications in the
current or prior fiscal year, MUST closely adhere to this requirement. Additionally the Public Disclosure
document must be available for public review for ten (10) days prior to board action, as part of the
posted board agenda. It needs to be clearly identified on the board agenda that there is a public hearing
and public input taken, prior to final action on any bargaining unit contract or MOU.

Please submit the following items to our office no later than 10 days prior to board actions on any
new, revised, or modified bargaining unit agreement, reopener or MOU, regardless of financial or
budgetary impact:

1. Proposed Collective Bargaining Agreement Summary and Disclosure Forms
(AB 1200/2756). The web site link to these forms is below:
http://www.sbess.k12.ca.us/busServe/form/ab1200revisedab2756-revised2011.xls

a. Summary of Proposed Agreement

b. Form for Public Disclosure (information is extracted from Summary)
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c. Forms must be signed by both the Superintendent and the Chief Business Official-initial
submission can include a copy of signatures, followed by original signatures after board
president certifies.

2. Copy of Proposed Bargaining Unit Agreement or Memorandum of Agreement (MOU) by
Union

3. Copy of General Fund Operating Budget data used in completing Summary Form Section 9
(FCR 290 or Adopted Budget/Interim Financial Report Fund Form 01 Summary Pages)

4. Written Summary of Assumptions used in the Current Year and Multi-year Financial
Projections, including but not limited to the following information:

a. ADA and Enrollment

b. Local Control Funding Formula calculation

c. Other Revenue Changes (increases or decreases)

d. Staffing Changes (list position increases or decreases and amount)

e. All other changes that affect District Financial Projections

Instructions for the completion of these forms are also included on the attached web link and attached
for your reference and use. Please ensure that sufficient unrestricted reserves are available each year that
meet the state minimum reserve requirements.

The final original public disclosure and summary documents signed by the governing board president
should be submitted within five days of final board action. Under Education Code Section 42142, the
governing board shall adopt revisions to its budget needed in the current fiscal year to fulfill the terms of
the collective bargaining agreement within 45 days of adoption (Government Code 3547.5(c)). Please
closely adhere to these requirements.

If you have any questions, please contact your designated Business Services Advisor at 909-777-0761

Sincerely,

GARY THOMAS, Ed.D.

County Superintendent of Schools
Signed by

Teri Kelly, Director

Business Advisory Services

Attachments:

Summary and Disclosure of Proposed Collective Bargaining Unit Agreement Instructions:
http://www.sbess.k12.ca.us/busServe/form/ab1200 ab2756 disclosure_instructions.pdf

Summary and Public Disclosure of Proposed Collective Bargaining Unit agreement-Excel workbook
template file
http://www.sbcss.k12.ca.us/busServe/form/ab1200revisedab2756-revised2011.xls

J:\bulletin/2011-12/12-011 Disclosure of Proposed Collective Barg Agmts
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Example 1:
Public Disclosure Instructions

Summary and Public Disclosure of Proposed Bargaining Unit Agreement(s)

SUMMARY AND DISCLOSURE OF COLLECTIVE BARGAINING UNIT AGREEMENT(S)
Updated August 2011
GENERAL INSTRUCTIONS

e Please make the disclosure document available for public review and submit these summaries and disclosures to the
county superintendent of schools (Business Advisory Services Department) prior to the date the governing board will
take action on all proposed bargaining agreement(s). Districts with a qualified or negative certification must submit
documents to the county office at least 10 working days prior to the date of board action for review and comment.
This includes any modifications to existing agreement(s).

e  Separate documents must be completed for each collective bargaining agreement, but if more than one agreement is
discussed at the same time, you may summarize the financial impact of “all” agreements on page 4 (MULTIYEAR
PROJECTIONS), just use Column 2 for the bargaining unit being described in the disclosure and summary and Column
3 for the other bargaining unit agreement so that the projected budget comes out the same on both disclosure documents.

e First complete THE SUMMARY OF PROPOSED AGREEMENT form and all of the data will link into the
FORM FOR PUBLIC DISCLOSURE document.

e Any time a contract is reopened with an impact on “any area of the existing contract”, financial or non-financial, a
disclosure or “sun-shining” of the proposed agreement must be made. If the only change is non-financial and in language
only, you can just describe in the appropriate sections and put NA in the financial sections.

e  The specific manner in which the public is made aware of the proposed agreement and its availability for public
inspection and review is at the discretion of the local district, however this standard disclosure document should be
utilized and be available for public review.

e The governing board shall adopt revisions to its budget needed in the current fiscal year to fulfill the terms of the
collective bargaining agreement within 45 days of adoption (EC § 42142). Provide a copy of the board-approved budget
minutes to the county office with a copy of the posted budget transfer documents if your district has been authorized to
post all budget adjustments, if not authorized, send the budget transfer batches to the county office for posting.

e All revisions to the budget needed in the current fiscal year to meet the terms of all approved collective bargaining
agreements shall be adopted no later than the statutory deadline for certification of the next interim financial report by
the county superintendent of schools (GC § 3547.5, EC § 42131) or the county superintendent is required to certify the
interim report as Negative or Qualified pending the posting of the required adjustments.

SPECIFIC INSTRUCTIONS FOR COMPLETION

SUMMARY OF PROPOSED AGREEMENT (SUMMARY TAB IN EXCEL WORKBOOK)

IN TOP HEADING SECTION:
ENTER the following

> District Name;

»  Name of Bargaining Unit;

» Date of Governing Board meeting to review/approve proposed agreement.
The form will use the Governing Board meeting date and automatically calculate the maximum 45 calendar days after Board
approval date. This is the deadline date for districts to INPUT budget revisions to the financial system to implement the
terms of the proposed agreements. Districts must INPUT revisions within 45 days or prior to any interim report submission
deadline dates. The district should submit copies of the BT batches posted to implement the agreement to the County Office
of Education (COE).

GENERAL:
Section 1: STATUS OF BARGAINING UNIT AGREEMENTS
a. Indicate name of Bargaining Unit Representation and # of FTE members affected.
b. Use separate form for each distinct bargaining unit representation.
c. Attach a copy of the Revised/Proposed Bargaining Unit Agreement or MOU agreement so that the COE can view all
details of the agreement. If there is a summary of changes, also submit that document.
Page I of 5
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Section 2: PERIOD OF AGREEMENT

a.

b.

Indicate the beginning and ending date of the agreement, generally 7/1 — 6/30 but include all years covered. The cell
is formatted to input as MM/DD/YY

If the agreement includes reopeners in following fiscal years, indicate what years and for what specific items, i.e.:
salaries, health benefits, etc.

COMPENSATION PROVISIONS:
Section 3: PERCENTAGE CHANGE IN SALARIES IN PROPOSED AGREEMENT

a.

b.

C.

Current Year Salary Cost Before Settlement: Enter the total annual cost of all salaries for the bargaining unit prior
to the proposed agreement. Remove any “one-time” bonuses or payments that were paid in prior year, if applicable.
Current Year Proposed Salary Cost After Settlement: Enter the total annual cost of all salaries for the bargaining
unit after the proposed agreement. Include the costs associated with step and column increases; Other one time
adjustments and any retroactive salary costs or savings.

Total Cost Increase or (Decrease) and Percentage Changes: These lines will compute based on amounts input in
previous lines.

SALARY CHANGE FOR AN AVERAGE-REPRESENTED EMPLOYEE FROM PRIOR YEAR

d.

44

Salary Increase or (Decrease)-
a. Indicate the average % increase or (decrease) to the existing salary schedules being provided in the
proposed agreement.
b. Indicate average % increase or (decrease) for any one time only stipend/bonus or salary reduction provided
in the proposed agreement.
Step & column-Indicate the average % change over the prior year for step and column advancements per employee.
Total % Increase for Average Represented Employee-Total salary increase % and step/column average increase %,
this line will compute based on data input in previous lines.
List number of furlough days implemented as a result of this agreement.
List number of instructional days included in current fiscal year AFTER implementation of this agreement, as
applicable (applies mostly to Certificated agreements)

Section 4: BENEFITS PERCENTAGE CHANGE IN EMPLOYEE BENEFITS
Statutory Benefits

a.

Current Cost Before Proposed Agreement: Enter the total prior year cost of Statutory Benefits of the bargaining unit
prior to the proposed agreement. If applicable, exclude any “one-time” benefit costs that would not carry over to
current year.

Proposed Costs After Agreement: Enter the total annual cost of Statutory Benefits of the bargaining unit after the
proposed agreement. Include the benefits associated with step and column changes and any retroactive or one time
reductions in salaries.

Total Cost Increase or (Decrease)/Percentage Change: These lines will compute based on amounts input in previous
lines.

District Health/Welfare Benefit Plans

a.

Current Cost Before Proposed Agreement: Enter the total annual cost of Health/Welfare Benefits of the bargaining
unit prior to the proposed agreement. If applicable, exclude any “one-time” costs that would not carry over to
current year.

Proposed Costs After Agreement: Enter the total annual cost of Health/Welfare Benefits of the bargaining unit after
the proposed agreement. Include the benefits associated with step and column increases or decreases and any
retroactive or one time reductions in salaries, if applicable (generally not tied to these salary areas).

Total Cost Increase or (Decrease)/Percentage Change: These lines will compute based on amounts input in previous
lines.

Health/Welfare Capped Benefit Rates

a.

b.

Describe any details such as different caps per health plans or composite rates and if cap is on just health benefits or
other insurances such as Dental, Life, etc. or if prorated for less than full time FTE.

Enter Current H/W or Health Benefit Cap per Full Time FTE (indicate if provide to less than Full Time FTE or if
prorated)

Enter Proposed H/W or Health Benefit Cap per Full Time FTE (indicate if provide to less than Full Time FTE or if
prorated)

Formulas will calculate the Proposed average increase or (decrease) in Capped costs and % change.

Page 2 of 5
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TOTAL COST OR (SAVINGS) OF COMPENSATION CHANGES
Section S: TOTAL COST INCREASE OR (DECREASE) FOR SALARIES AND EMPLOYEE BENEFITS IN
PROPOSED AGREEMENT

a.

Current Year Cost Before Settlement: These lines will pull from previous Sections 3 & 4.

Current Year Cost After Settlement: These lines will pull from previous Sections 3 & 4

Total Cost Increase or (Decrease): This line will take the difference between the Current Year Cost Before
Settlement and the Current Year Costs After Settlement

Percentage Change: Will calculate automatically

Cost of 1% Change: Will calculate automatically based on Current Costs Before Settlement indicated in previous
sections (excluding H/W costs as these are not generally tied directly to salary amounts).

OTHER PROVISIONS (COMPENSATION AND NON-COMPENSATION)
Section 6: OTHER PROVISIONS (COMPENSATION AND NON-COMPENSATION)

a.

Other Compensation: Enter narrative of any other compensation included in proposed agreement such as off-
schedule one-time stipends, bonuses, salary reductions, etc.. Be specific as to total cost or savings and employees
affected.

Non-Compensation: Enter narrative of any other non-compensation adjustments in proposed agreement such as class
size adjustments, staff development days, prep days etc. Be specific as to employees affected and affect on
instructional or support programs. Include before and after class sizes and grades levels (indicate if CDE Waiver
applied for and include copy)

Contingency and/or Restoration Language: Enter narrative of any specific areas for reopeners in current or
subsequent fiscal years if multiyear agreement and any other specific contingency and/or restoration language.

Section 7: STATE MINIMUM RESERVE STANDARD CALCULATION

a.

Total Expenditures and Other Uses: This line will pick up expenditures listed in following multiyear projections,
Section 9.

Minimum State Reserve Percentage: Enter the state reserve % for your specific sized district, generally 3%
Minimum State Reserve Requirement: This line will calculate the minimum state reserve amount to maintain for
your size district.

FISCAL IMPACT IN CURRENT AND TWO SUBSEQUENT FISCAL YEARS
Section 8: DATE OF GOVERNING BOARD APPROVAL OF BUDGET REVISIONS

a.

Enter date and Batch #s of Governing Board Approval of Budget Revisions. Budget revisions need to be INPUT to
the financial system within 45 days of approval and prior to next Interim Financial Report submission or COE is
required to certify as Qualified or Negative Certification.

Section 9: IMPACT OF PROPOSED AGREEMENT ON GENERAL FUND BUDGET IN CURRENT AND TWO
SUBSEQUENT FISCAL YEARS

a.

Column 1, enter latest Board Approved Operating Budget (i.e. from Adopted Budget, 45 day revision, 1* Interim,
2" Interim or if take budget revisions monthly to board, most recent Operating budget currently in Financial
system). Please provide our office with a FCR printout recognizing the current operating budget being utilized for
this disclosure.

Column 2, enter Budget Adjustments/Revisions to be made in order to implement all terms of this proposed
agreement. List any savings or reductions as negative amounts using “-* or (#).

a. If these amounts differ from the amounts listed in Section 5 Total Costs, please identify in the narrative
section at the bottom of the chart.

b. The district must indicate whether the funding for the agreement is coming out of assigned or committed
reserves, the unappropriated/unassigned reserves or by additional revenues (i.e. increase in ADA increasing
state aid revenues, etc.)

c. [Ifagreement includes reductions in total costs, indicate if savings used to meet state minimum reserves by
including offsetting increase on appropriate reserve lines.

Column 3, enter any other Budget Adjustments/Revisions pending that may affect the ability of the district to meet
the minimum reserve requirements with the implementation of this agreement. List any savings or reductions as
negative amounts using “-“ or (#)..

a. If the district is approving multiple agreements, the costs of any other pending settlement should also be
included in this column.

Page 3 of 5
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b. The district must indicate whether the funding for the agreement is coming out of restricted, committed
and/or assigned reserves, the unappropriated/unassigned reserves or by additional revenues (i.e. increase in
ADA increasing state aid revenues, etc.)
c. Ifother adjustments includes reductions in total costs, indicate if savings used to meet state minimum
reserves by including offsetting increase on appropriate reserve line or other appropriate reserve lines.
Column 4, this column includes formulas that take the current operating budget listed and deducting or increasing
columns 2 and 3 to determine Proposed District Budget after settlements and other adjustments are included.
Under Components of Above EFB:
a. The form will calculate whether or not the district is meeting the minimum state reserve standard % by
indicating OK or Not Balanced.
b. Ifnot meeting minimum reserves, please explain rationale for why district is not meeting reserves and
fiscal action plan to remedy.
i. Districts not meeting reserves and contemplating approving additional salary agreements will
trigger additional County intervention.
For the two subsequent fiscal years, the district should be utilizing the most current board approved multiyear
projections for Column 1 and the ongoing affect of any increases or savings in Column 2 or if agreement is only for
one fiscal year. Column 3 is used to report any additional bargaining unit agreement results or other increases or
reductions that have been board approved to be implemented in that fiscal year.
a. Include a copy of the district’s most current Fiscal Action Plan showing details of any anticipated
expenditure reductions or revenue increases to support the agreement in the two subsequent fiscal years.
b. The form will pick up the previous years ending fund balance as the beginning fund balance for this
subsequent period in Column 1.
The first line of each fiscal year is to enter the Revenue Limit ADA being utilized for funding purposes. Also
include a revised Form RL calculation if the ADA reported has changed from the previous state reporting cycle ie.
Adopted Budget, 1™ Interim, 2" Interim. And revised Form A showing ADA details.
Districts should use the lines at the bottom of each projection year to indicate any assumptions used for reduction or
increases in staffing, revenue adjustments for COLAS, etc.
Districts may use an alternative MYP format, if approved by the SBCSS Business Services Advisor prior to
submission, however the alternative form must reflect the budgets before and after the proposed agreement in this
same level of detail at a minimum.

Section 10: MULTI-YEAR CONTRACT AGREEMENT PROVISIONS

a.

b.

Input narrative of any provisions in the proposed agreements related to COLAs used and other compensation/non-
compensation provisions for the current and/or subsequent fiscal years.

All text entered on lines provided will pull into the public disclosure summary. Do not add extra lines or it will
throw off the links to the disclosure summary. If more space is needed, increase row height in both documents.

Section 11: IMPACT OF PROPOSED AGREEMENT IN SUBSEQUENT FISCAL YEARS

a.

b.

Input narrative listing assumptions used to determine that resources would be available to fund these obligations in
the future fiscal years. (i.e. Revenue Limit Cola, staffing reductions due to declining ADA, etc.)

All text entered on lines provided will pull into the public disclosure summary. Do not add extra lines or it will
throw off the links to the disclosure summary. If more space is needed, increase row height in both documents

Section 12: NARRATIVE OF AGREEMENT

a.

b.

Input narrative of all proposed changes in compensation or health premiums; include effective dates of changes and
any other comments or explanations.

All text entered on lines provided will pull into the public disclosure summary. Do not add extra lines or it will
throw off the links to the disclosure summary. If more space is needed, increase row height in both documents

Section 13: SOURCE OF FUNDING FOR PROPOSED AGREEMENT

a.

b.

12

Input narrative listing the sources of funding available to cover the costs of the proposed agreement in the current
fiscal year. (i.e. Revenue Limit COLA, staffing reductions, staffing ratio changes, Categorical COLAs, etc.)

All text entered on lines provided will pull into the public disclosure summary. Do not add extra lines or it will
throw off the links to the disclosure summary. If more space is needed, increase row height in both documents
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ADDITIONAL FISCAL INDICATORS — CRITERIA AND STANDARD A.S.
Section 14: COMPARISON OF PROPOSED AGREEMENT TO CHANGE IN DISTRICT BASE REVENUE LIMIT
AND CHANGE IN ADA
Input current year base revenue limit rate per ADA after any inflation factor changes, BUT prior to the add-on for
BTS or Meals for Needy Pupils (CY Form RL Lines 1 plus 2 only)

b. Input prior year base revenue limit rate per ADA (PY Form RL Line 1 plus 2 only)

c. This line will calculate automatically providing revenue limit increase per ADA

d. This line will calculate automatically providing the % increase or decrease in revenue limit per ADA

e. Input Current Year P-2 RL Funded ADA and Prior Year P-2 RL Funded ADA. Formula will calculate % increase
or decrease from prior year for funded ADA.

f.  This line will add the % change in CY BRL and CY ADA from Prior Year together.

g.  This line will pull the % change for the total salaries or benefits.

h. The district must provide an explanation of any proposed increases in salaries and benefits in excess of the %

change in revenue limit per ADA funding and ADA changes combined. This could be due to one time off salary
schedule changes.

REQUIRED SIGNED CERTIFICATION:

The certification section must be signed by BOTH the District Superintendent and Chief Business Official, prior to any
action by the Governing Board, certifying that the costs incurred or savings generated by the district under the proposed
agreement can be met by the district during the term of the agreement. These signatures must be present when submitting a copy
of this document to the SBCSS prior to the board taking action to approve or deny the agreement terms.

PLEASE SUBMIT THIS SUMMARY FORM INCLUDING COPIES OF ALL PROPOSED BARGAINING
UNIT AGREEMENTS TO OUR OFFICE NO LATER THAN 10 DAYS PRIOR TO THE BOARD TAKING
FINAL ACTIONS.

After the board takes action, the Board President must sign the original certification indicating the governing board approval date
and the signed certification along with written certification that all budget revisions have been input into the financial system
within 45 days of the board approval date or by the next Interim Financial Report submission date whichever is earlier.

FORM FOR PUBLIC DISCLOSURE OF PROPOSED COLLECTIVE BARGAINING
DISCLOSURE (DISCLOSURE TAB IN EXCEL WORKBOOK)

All data previously input into the Summary of Proposed Agreement form/tab is linked to pull into
this Public Disclosure form. Please carefully review the data pulled over into this disclosure
document for accuracy and completeness PRIOR to finalizing. If you want specific details to be
available only to the COE, please use the narrative sections in the MYP to indicate those additional
details.

This document can be used for the Public Disclosure format to be made available within 10 days of
the final board action and/or discussion regarding the terms of any proposed bargaining unit
agreement. All bargaining unit agreements must be sun-shined at a public meeting and any
changes/revisions, even if non-financial related must be disclosed and reported.

PLEASE DO NOT FAX THESE FORMS TO OUR OFFICE, AS THE SHADED AREAS ARE NOT READABLE. ALL
DOCUMENTS MUST BE RECEIVED IN OUR OFFICES NO LATER THAN 10 DAYS PRIOR TO THE BOARD
HEARING DATE.

DISTRICTS WITH CURRENT QUALIFIED OR NEGATIVE CERTIFICATION, MUST ADHERE CLOSELY TO
THESE TIMELINES.

Any questions regarding completion of these documents should be addressed to the SBCSS Business
Services Advisor for your district. Business Services Advisors can be reached by calling: (909) 777-0761.

Page 5 of 5
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Click here to access these forms in Excel format.

Example 1
Public Disclosure Forms

FOR SUBMISSION TO THE GOVERNING BOARD AND THE COUNTY SUPERINTENDENT OF SCHOOLS in compliance
with the Public Disclosure requirements of AB1200 (Statutes 1991, Chapter 1213) as revised by AB 2756 (Statues of
2004, Chapter 25), Government Code 3547.5.

SUMMARY OF PROPOSED AGREEMENT

BETWEEN THE | Enter District Name |SCHOOL DISTRICT

WITH THE | Enter Name of BU |[BARGAINING UNIT (BU)

To be acted upon by the Governing Board at its meeting on : (enter Date) enter date mm/dd/yy

Budget Revisions to be INPUT no later than 45 days after approval: (will calc + 45 days) #VALUE!
GENERAL

Section 1: STATUS OF BARGAINING UNIT AGREEMENTS
(This document is required at any time all or even part of an agreement is ratified or modified)
If this Public Disclosure is not applicable to all of the District's bargaining units, indicate the current
status (whether settled or pending settlement) of the remaining units:

(separate disclosures should be made for each bargaining unit agreement) # FTE Represented
Certificated: [ Enter Name of BU | | 0
Classified: [Enter Name of BU | | 0 |

Section 2: PERIOD OF AGREEMENT

The proposed agreement covers the period beginning on: (enter Begin Date) | enter date mm/dd/yy
and ending on: (enter End Date) enter date mm/dd/yy

If this agreement is part of a multi-year contract, indicate ALL fiscal years covered:

Fiscal Years:

Reopeners: Yes or NO ?
if Yes, What Areas?

COMPENSATION PROVISIONS

Section 3: SALARIES: PERCENTAGE CHANGE IN SALARIES IN PROPOSED AGREEMENT:
The proposed agreement includes the following costs for salaries for the above mentioned Bargaining unit:

Current-Year Salary Cost Before Settlement
(Based on Year to Date (YTD) Actuals Projected through 6/30): [$ -

Current-Year Salary Cost After Settlement

(Include any retroactive pay increases or (decreases) or one time bonuses/stipends or

(reductions), as applicable): $ -
Total Cost Increase or (Decrease): $0.00
Percentage Increase or (Decrease): #DIV/0!

SALARY CHANGE FOR AN AVERAGE-REPRESENTED EMPLOYEE FROM PRIOR YEAR
(Includes annual step/column movement on schedule):

Salary Increase or (Decrease)
% increase or (decrease) to existing schedule 0.00% |per employee

% increase or (decrease) for one time only bonus/stipend
or (salary reduction) 0.00%|per employee

Step & column

average % annual change over the prior-year schedule | 0.00%|per employee
TOTAL PERCENTAGE CHANGE FOR
AVERAGE REPRESENTED EMPLOYEE | 0.00% |per employee
Indicate # of Furlough/Non-Work Days assoicated with any Percentage Change: 0.00
Indicate Total # of Instructional Days to be provided for Fiscal Year: 0.00
10f12 ab1200revisedab2756-revised2012
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SUMMARY OF PROPOSED AGREEMENT

BETWEEN THE | Enter District Name |SCHOOL DISTRICT

Section 4: BENEFITS: PERCENTAGE CHANGE IN EMPLOYEE BENEFITS IN PROPOSED AGREEMENT:
The proposed agreement includes the following costs for employee statutory and health/welfare benefits:

Statutory benefits: (Object 3XXX less 34XX)
(STRS, PERS, Workers Compensation, Unemployment Insurance, Social Security, Medicare)

Total Statutory Benefit Costs:

Current Costs: $ -
Proposed Costs: $ -
Total Cost Increase or (decrease): $0.00
Percentage Change: #DIV/0!

District Health/Welfare Plans-Object 34XX (Medical, Dental, Vision, Life Insurance, Other)

Total Health and Welfare Costs:
Current Costs:

Proposed Costs: $ -
Total Cost Increase or (decrease): $0.00
Percentage Change: #DIV/0!

Please indicate if Health/Welfare Benefit is Capped :
(Indicate any details such as different caps per health plans or any super composite rates. Also indicate if cap
includes health benefit only or also other insurances)

Current Cap: g N
Proposed Cap: -
Average Capped Amount increase or (decrease) per
employee FTE $0.00 #DIV/0!

TOTAL COST OR (SAVINGS) OF COMPENSATION CHANGES
(REGARDLESS OF WHETHER PREVIOUSLY BUDGETED IN WHOLE OR IN PART)

Section 5: The "total cost increase or (decrease)" for salaries and employee benefits in the proposed agreement.

Current Year Combined Cost Before Settlement: (data pulls from above)
(Based on YTD Actuals Projected through 6/30 based on current agreement)

Salaries $ -
Benefits $ -
Total: $ -

Current Year Cost After Settlement: (data pulls from above)

(Include any retroactive pay increases or (decreases) or one time bonuses/stipends or
(reductions), as applicable):

Salaries $ -
Benefits $ -
Total: $ o
TOTAL COST INCREASE OR (DECREASE) | $0.00
(This amount should tie to the multiyear projection sections for 1XXX-3XXX)
PERCENTAGE CHANGE | #DIV/0!
1% CHANGE IN SALARY AND STATUTORY BENEFIT COSTS (prior to any
settlements): #DIV/0!
20f12 ab1200revisedab2756-revised2012
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SUMMARY OF PROPOSED AGREEMENT

BETWEEN THE | Enter District Name |SCHOOL DISTRICT

| OTHER PROVISIONS (COMPENSATION AND NON-COMPENSATION)

Section 6: The following are additional compensation and non-compensation provisions contained in the
proposed agreement: (Please indicate, in detail, the terms of the agreement covered in each section)

A. OTHER COMPENSATION: Off-Schedule Stipends/Bonuses, Reductions, etc.(Amts, staff affected, total
cost and/or savings)

B. NON-COMPENSATION: Class Size Changes (indicate before and after class sizes/Grades affected; and if
CDE waiver (attach copy) applied for), Staff Development Days, Teacher Prep Time,etc. Be specific.

C. CONTINGENCY AND/OR RESTORATION LANGUAGE: Include specific areas identified for reopeners and
specific Contingency and/or Restoration language (submit details to COE, including when would occur)

Section 7: State Minimum Reserve Standard Calculation:

Total Expenditures and Other Uses: (pulls from MYP Sec. 9) $ -
Minimum State Reserve Percentage (input %) 3%
Minimum State Reserve Requirement: (formula included Total

Exp/Uses x Minimum Reserve %) $ -

[ FISCAL IMPACT IN CURRENT AND TWO SUBSEQUENT FISCAL YEARS

Section 8: Date of governing board approval of budget revisions in Section 9, Col.2 (below)
in accordance with E.C. 42142 and Government Code 3547.5: (pulls from above

Governing Board Date plus 45 days) #VALUE!

Provide proof that board-approved budget revisions have been
input within 45 days. Date budget revisions input/BT Batch #'s: [Batch #'s: mm/dd/yy

If the board-approved revisions input are different from the proposed budget adjustments in Col. 2
provide a detailed explanation of differences.

3of12 ab1200revisedab2756-revised2012
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SUMMARY OF PROPOSED AGREEMENT

BETWEEN THE |

Enter District Name

|scHOOL DISTRICT

Section 9:

IMPACT OF PROPOSED AGREEMENT ON THE GENERAL FUND BUDGET IN CURRENT YEAR AND TWO

SUBSEQUENT FISCAL YEARS.(Reflect both Unrestricted and Restricted General Fund Budget Amounts)

In-Lieu of this form, an updated Form MYP can be supplied which includes the results of the
settlement over any previous Form MYP filed with this office.

\Please NOTE: The title reflected in Col. 1 can be
\modified if the agreement is being approved along
|with the Adopted Budget Process. In this case, Col.
14 should reflect the Adopted Budget including the
salary agreement and Col. 1 would reflect the
iAdopted Budget less Col. 2, the actual cost of the

agreement.

OPERATING REVENUES: RL ADA
Revenue Limit Sources (8010-8099)
Remaining Revenues (8100-8799)

TOTAL

OPERATING EXPENDITURES
1000 Certificated Salaries
2000 Classified Salaries
3000 Benefits
4000 Instructional Supplies
5000 Contracted Services
6000 Capital Outlay
7000 Other
TOTAL

OPERATING SURPLUS (DEFICIT)

Other Sources and Transfers In

Other Uses and Transfers Out
CURRENT YEAR INCREASE

(DECREASE) TO FUND BALANCE

BEGINNING FUND BALANCE (9791)
Prior-Year Adjustments (9792-9795)
NET BEGINNING BALANCE

ENDING FUND BALANCE (EFB)

COMPONENTS OF ABOVE EFB:
Nonspendable (9711-9719)
Restricted (9740)

Committed (9750/9760)
Assigned (9780)

Reserve Economic Uncertainties
(9789)
Unassigned/Unappropriated (9790)
State Minimum Reserves %

Are budgets in balance?

Did you adjust reserves? s/b $0
FUND 17 RESERVES (9789) $ or N/A

Current Fiscal Year 200_-200_

i (Col. 1) (Col. 2) (Col. 3) (Col. 4)

! Latest Board- Other Revisions

! B:’:E::‘;ee(:tlBel::::tt- Adjustments as a (I::Lupd‘;zgdo;ter Projected District Budget

| As of Direct Result of this | Agreements) Required After Settlement of

! Proposed to support cost of | Agreement (Cols. 1 +

l (enter date) Settlement agreement 2+3)

ADA= ADA=

0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00

| 0.00 | 0.00 | 0.00 | 0.00 |
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00
0.00 0.00 0.00
0.00 0.00

| 0.00 | 0.00 | 0.00 | 0.00 |
0.00 0.00 0.00 0.00
0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00

#DIV/0! #DIV/0! #DIV/0!
In Balance In Agreement
$0.00 OK $0.00
$ - $ -

If the total amount of the adjustment in Column 2 does not agree with the amount of the total cost shown
in Section 5, Total Costs, please explain. Also list any other assumptions used or included in Col. 3:

18
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SUMMARY OF PROPOSED AGREEMENT

BETWEEN THE |

Enter District Name

|scHOOL DISTRICT

OPERATING REVENUES: RL ADA

Revenue Limit Sources (8010-8099)
Remaining Revenues (8100-8799)
TOTAL

OPERATING EXPENDITURES
1000 Certificated Salaries
2000 Classified Salaries
3000 Benefits
4000 Instructional Supplies
5000 Contracted Services
6000 Capital Outlay
7000 Other
TOTAL

OPERATING SURPLUS (DEFICIT)

Other Sources and Transfers In

Other Uses and Transfers Out
CURRENT YEAR INCREASE
(DECREASE) TO FUND BALANCE

BEGINNING FUND BALANCE (9791)
pulls from prior year EFB
Prior-Year Adjustments (9792-9795)
NET BEGINNING BALANCE

ENDING FUND BALANCE (EFB)

COMPONENTS OF ABOVE EFB:
Nonspendable (9711-9719)
Restricted (9740)

Committed (9750/9760)
Assigned (9780)

Reserve Economic Uncertainties
Unassigned/Unappropriated (9790)
State Minimum Reserves %

Are budgets in balance?

Did you adjust reserves? s/b $0
FUND 17 RESERVES (9789) $ or N/A

First Subsequent Year 200_-200
(Col. 1) (Col. 2) (Col. 3) (Col. 4)
Latest Board- i Other Revisions ) L
Approved Budget Adjustments as a (Include all Projected District MYP
Before Settlement - | Direct Result of this |agjustments needed to After Settlement of
As of Proposed support ongoing costs Agreement (CO'S. 1+
(enter date) Settlement of agreement) 2+3)
ADA= ADA=
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
| 0.00 | 0.00 | 0.00 | 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
| 0.00 | 0.00 | 0.00 | 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
#DIV/0! #DIV/0! #DIV/0!
In Balance In Balance
$ - OK $ -
$ - $ -

Assumptions used (RL COLA, Other Revenue COLAs, AddIl/Reduced staffing, etc), EXPLAIN:

50f 12
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SUMMARY OF PROPOSED AGREEMENT

BETWEEN THE |

Enter District Name

|scHOOL DISTRICT

OPERATING REVENUES: RL ADA
Revenue Limit Sources (8010-8099)
Remaining Revenues (8100-8799)

TOTAL

OPERATING EXPENDITURES
1000 Certificated Salaries
2000 Classified Salaries
3000 Benefits
4000 Instructional Supplies
5000 Contracted Services
6000 Capital Outlay
7000 Other
TOTAL

OPERATING SURPLUS (DEFICIT)

Other Sources and Transfers In

Other Uses and Transfers Out
CURRENT YEAR INCREASE
(DECREASE) TO FUND BALANCE

BEGINNING FUND BALANCE (9791)
pulls from prior year EFB
Prior-Year Adjustments (9792-9795)
NET BEGINNING BALANCE

ENDING FUND BALANCE (EFB)

COMPONENTS OF ABOVE EFB:
Nonspendable (9711-9719)
Restricted (9740)

Committed (9750/9760)
Assigned (9780)

Reserve Economic Uncertainties
Unassigned/Unappropriated (9790)
State Minimum Reserves %

Are budgets in balance?

Did you adjust reserves? s/b $0
FUND 17 RESERVES (9789) $ or N/A

Second Subsequent Year 20 - 20
(Col. 1) (Col. 2) (Col. 3)
Latest Board-

Approved Budget Adjustments as a Othler F:ws':ns Projected District MYP
Before Settlement - Direct Result of this |,4; (Include 2 After Settlement of
As of adjustments needed to

Proposed support ongoing costs| Agreement (Cols. 1+
(enter date) Settlement of agreement) 2+3)
ADA= ADA=
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
| 0.00 | 0.00 | 0.00 | 0.00 |
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
| 0.00 | 0.00 | 0.00 | 0.00 |
(use whole rounded numbers only)
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00
0.00 0.00 0.00 0.00
0.00 0.00 0.00 0.00
#DIV/0! #DIV/0! #DIV/0!
In Balance In Balance
$0.00 OK $0.00
$ $ -

Assumptions used (RL COLA, Other Revenue COLAs, Addl staffing, etc). EXPLAIN:

20

60of 12

ab1200revisedab2756-revised2012

P-014 « Bargaining Agreement Disclosure * 2/2013



SUMMARY OF PROPOSED AGREEMENT

BETWEEN THE | Enter District Name |SCHOOL DISTRICT

Section 10:

MULTI-YEAR CONTRACT AGREEMENT PROVISIONS: The proposed agreement contains the following
COLAs and other compensation/non-compensation provisions for subsequent years as follows : Submit
copies of all provisions to COE. (text pulls into disclosure)

Section 11:

Section 12:

Section 13:

FINANCIAL IMPACT OF PROPOSED AGREEMENT IN SUBSEQUENT FISCAL YEARS: The following
assumptions were used used to determine that resources will be available to fund these obligations in
future fiscal years (including any compensation/noncompensation provisions specified below that have
been agreed upon if the proposed agreement is part of a multi-year contract): (text pulls into disclosure)

NARRATIVE OF AGREEMENT: Provide a brief narrative of the proposed changes in compensation
or health premiums, including percentage changes, effective dates, and comments and/or explanations.

(Text pulls into disclosure)

SOURCE OF FUNDING FOR PROPOSED AGREEMENT: Provide a brief narrative of the funds available in the
current year to provide for the costs of this agreement. (Pulls into disclosure):

70f12 ab1200revisedab2756-revised2012
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SUMMARY OF PROPOSED AGREEMENT

BETWEEN THE | Enter District Name |SCHOOL DISTRICT

| ADDITIONAL FISCAL INDICATORS- CRITERIA AND STANDARDS A.5. |

This section is in response to the Criteria and Standards Additional Fiscal Indicators #A.5. which asks: Has
the district entered into a bargaining agreement where any of the budget or subsequent years of the
agreement would result in salary increases that are expected to exceed the projected state cost of living

adjustment.
Section 14:
COMPARISON OF PROPOSED AGREEMENT TO CHANGE IN DISTRICT BASE REVENUE LIMIT (BRL)
(a) Current-year (CY) Base Revenue Limit Rate per ADA: Estimated
(CY Form RL, Line 1 plus Line 2 (inflation factor) x Estimated Deficit Factor) (do not
include BTS/Meals for Needy Add-on Rate) $0.00
(b) Less Prior-Year (PY) Base Revenue Limit Rate per ADA:
(PY Form RL, Line 1 plus 2 x Actual Deficit Factor) | $0.00 |
(c) = Amount of Current-Year Increase or (decrease):
(a) minus (b) [ 0.00 |
(d) = Percentage Increase or (decrease) in BRL per ADA:
(c) divided by (b) [ #DIV/0! |
(e) ADA Increase/(Decrease) from Prior Year as % #DIV/0! |
Current year P-2 RL ADA 0.00
Prior Year P-2 RL ADA 0.00
(f) Total revenue limit % increase or (decrease) plus ADA % change [ #DIV/0! |
(9) Indicate Total Settlement Percentage Change from Section 5 [ #DIV/0! |

If proposed agreement % on Line g is greater than Line f, please provide explanation:

[ CERTIFICATION |

To be signed by the District Superintendent AND Chief Business Official upon submission to the Governing Board and
by the Board President upon formal Board action on the proposed agreement.

Signatures of District Superintendent and Chief Business Official must accompany copy of summary disclosure sent to
the County Superintendent for Review 10 days prior to board meeting ratifying agreement.

The information provided in this document summarizes the financial implications of the proposed agreement and is
submitted to the Governing Board for public disclosure of the major provisions of the agreement (as provided in the
“Public Disclosure of Proposed Collective Bargaining Agreement”) in accordance with the requirements of AB-1200, AB-
2756 and GC 3547.5.

We hereby certify that the costs incurred by the school district under this agreement can be met by the
district during the term of the agreement.

District Superintendent Date
(signature)

Chief Business Official Date
(signature)

After public disclosure of the major provisions contained in this Summary, the Governing Board, at its meeting on

enter date mm/dd/yy took action to approve the proposed Agreement with
the Enter Name of BU Bargaining Unit.
President, Governing Board Date
(signature)
8of 12 ab1200revisedab2756-revised2012
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FORM FOR PUBLIC DISCLOSURE
OF PROPOSED COLLECTIVE BARGAINING AGREEMENT
(AB1200 (Statutes of 1991, Chapter 1213) as revised by AB 2756
(Statutes of 2004, Chapter 25), Government Code 3547.5. )

[ Enter District Name |SCHOOL DISTRICT

Government Code Section 3547.5: Before a public school employer enters into a written agreement with an
exclusive representative covering matters within the scope of representation, the major provisions of the
agreement including but not limited to, the costs that would be incurred by the public school employer under the
agreement for the current and subsequent fiscal years, shall be disclosed at a public meeting of the public school
employer.

Intent of Legislation: To ensure that members of the public are informed of the major provisions of a collective
bargaining agreement before it becomes binding on the school district.

(This information is pulled from the SUMMARY section of this file which should be completed FIRST)
MAJOR PROVISIONS OF PROPOSED AGREEMENT

WITH THE
[ Enter Name of BU |BARGAINING UNIT
To be acted upon by the Governing Board at its meeting on | enter date mm/dd/yy |
A. PERIOD OF AGREEMENT:
The proposed bargaining agreement covers the period beginning enter date mm/dd/yy
and ending enter date mm/dd/yy
for the following fiscal years |:| |:| |
B. TOTAL COST CHANGE TO IMPLEMENT PROPOSED AGREEMENT (SALARIES & BENEFITS)
The total change in costs for salaries and employee benefits in the proposed agreement:
1. Current-Year Costs Before Agreement [ |
2. Current-Year Costs After Agreement [ |
3. Total Cost Change [ |
4, Percentage Change [ #DIV/0! |
5. Value of | % Change [ #DIV/0! |
C. PERCENTAGE SALARY CHANGE FOR AVERAGE REPRESENTED EMPLOYEE

The total percentage change in salary, including annual step and column movement on the salary
schedule (as applicable), for the average represented employee under this proposed agreement:

1. Salary Schedule change
(% Change To Existing Salary Schedule)
(% change for one time only bonus/stipend or salary reduction)

2. Step & Column
(Average % Change Over Prior-Year Salary Schedule) [ |

3. TOTAL PERCENTAGE CHANGE FOR THE
AVERAGE REPRESENTED EMPLOYEE [ |

4, # Furlough or Non-Work Days associated with change [ |

Total # of Instructional Days to be provided in Fiscal Year (as
5. applicable to Certificated BU agreements only)

J:\SBCSS Web Site\Forms-Financial Information\ab1200revisedab2756-revised2012
1/4/201310:35 AM 9of 12
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FORM FOR PUBLIC DISCLOSURE
OF PROPOSED COLLECTIVE BARGAINING AGREEMENT
(AB1200 (Statutes of 1991, Chapter 1213) as revised by AB 2756
(Statutes of 2004, Chapter 25), Government Code 3547.5. )

[ Enter District Name |SCHOOL DISTRICT

PERCENTAGE BENEFIT CHANGE FOR BOTH STATUTORY AND DISTRICT-PROVIDED
EMPLOYEE BENEFITS INCLUDED IN THIS PROPOSED AGREEMENT:

1. Cost of Benefits Before Agreement [ |
2. Cost of Benefits After Agreement [ |
3. Percentage Change in Total Costs [ #DIV/0! |

IMPACT OF PROPOSED AGREEMENT ON DISTRICT RESERVES

State-Recommended Minimum Reserve Level (after implementation of Proposed Agreement)

1. Based On Total Expenditures and Other Uses

in the General Fund of: [$ -
2. Percentage Reserve Level

State Standard for District: [ 3.0% |
3. Amount of State Minimum Reserve Standard: [$ - |

SUFFICIENCY OF DISTRICT UNRESTRICTED RESERVES to meet the minimum recommended
level AFTER IMPLEMENTATION OF PROPOSED AGREEMENT:

GENERAL FUND RESERVES (Fund 01 Unrestricted ONLY)

4, Reserve for Economic
Uncertainties (Object 9789) [ |

5. Unassigned/Unappropriated
(Object 9790) I |
6. Total Reserves: (Object 9789 + 9790) [ |

SPECIAL RESERVE FUND (Fund 17, as applicable)

7. Reserve for Economic Uncertainties
(Object 9789) |

TOTAL DISTRICT RESERVES, applicable to State Minimum Reserve Standard:

8. General Fund & Special Reserve Fund: [ |

9. Percentage of General Fund Expenditures/Uses [ #DIV/0! |

Difference between District Reserves and Minimum State Requirement [ |

J:\SBCSS Web Site\Forms-Financial Information\ab1200revisedab2756-revised2012
1/4/201310:35 AM 10 of 12
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FORM FOR PUBLIC DISCLOSURE
OF PROPOSED COLLECTIVE BARGAINING AGREEMENT
(AB1200 (Statutes of 1991, Chapter 1213) as revised by AB 2756
(Statutes of 2004, Chapter 25), Government Code 3547.5. )

[ Enter District Name |SCHOOL DISTRICT
F. MULTIYEAR CONTRACT AGREEMENT PROVISIONS
G. FINANCIAL IMPACT OF PROPOSED AGREEMENT IN SUBSEQUENT FISCAL YEARS

The following assumptions were used to determine that resources will be available to fund
these obligations in future fiscal years (including any compensation and/or noncompensation
provisions specified below that have been agreed upon if the proposed agreement is part of a
multi-year contract):

H. NARRATIVE OF AGREEMENT

SOURCE OF FUNDING FOR PROPOSED AGREEMENT
The following source(s) of funding have been identified to fund the proposed agreement

J:\SBCSS Web Site\Forms-Financial Information\ab1200revisedab2756-revised2012
1/4/201310:35 AM 110f 12
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FORM FOR PUBLIC DISCLOSURE
OF PROPOSED COLLECTIVE BARGAINING AGREEMENT
(AB1200 (Statutes of 1991, Chapter 1213) as revised by AB 2756
(Statutes of 2004, Chapter 25), Government Code 3547.5. )

[ Enter District Name |SCHOOL DISTRICT

[ CERTIFICATION |

To be signed by the District Superintendent AND Chief Business Official when submitted for Public
Disclosure and by the Board President after formal action by the Governing Board on the proposed
agreement.

The information provided in this document summarizes the financial implications of the proposed agreement and
is submitted for public disclosure in accordance with the requirements of AB-1200, AB -2756 and GC 3547.5.
We hereby certify that the costs incurred by the school district under this agreement can be met by the
district during the term of the agreement.

District Superintendent Date
(signature)
Chief Business Official/Assistant Superintendent Date

(signature)

After public disclosure of the major provisions contained in this Summary, the Governing Board, at its

meeting on enter date mm/dd/yy took action to approve the proposed Agreement
with the Enter Name of BU Bargaining Unit.
President, Governing Board Date

(signature)

J:\SBCSS Web Site\Forms-Financial Information\ab1200revisedab2756-revised2012
1/4/201310:35 AM 120of 12
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Example 2
Public Disclosure General Instructions

ORANGE COUNTY DEPARTMENT OF EDUCATION
DISTRICT FISCAL SERVICES

GENERAL INSTRUCTIONS FOR COMPLETION OF
PUBLIC DISCLOSURE OF COLLECTIVE BARGAINING AGREEMENTS

» Please make it available to the public for review prior to the governing board taking action on
the proposed bargaining agreement. Please complete the Disclosure of Collective Bargaining
Agreements and send a copy to the county superintendent of schools prior to board action.

» Separate documents must be completed for each bargaining unit.

* In the “Annual Cost Prior to Proposed Agreement” column, show the current fiscal year’s
cost data. This may not necessarily be the same as the budget figures if estimated salary
increases were included in the adopted budget.

* Inthe “Year 1” column, show the incremental cost increase or decrease that would result
from the proposed agreement for the fiscal year in which the contract is first effective. If
the agreement includes a retroactive salary increase for a prior year and the impact of the
increase is in the current fiscal year, show the total increase of both the prior and current
year in the “Year 1” column. Fill in the “Year 2” and “Year 3” columns only if the proposed
agreement is a multiyear contract that includes years subsequent to the current year.

» To ensure full disclosure, such as for agreements with salary increases that may not be
effective for a full year, explain the terms of the agreement on the top of page two.

* Please use Section H on page four and the four columns designated to show the “Projected
Budget Before the Settlement,” the “Adjustments as a Result of Settlement,” “Other
Revisions,” and the “Total Projected Budget” for the fiscal year being settled. Also, please
include a narrative listing all assumptions used in these projections.

* Any time a contract is reopened, disclosure of the proposed agreement must be made.
This is especially applicable to multiyear agreements that are tied to projected cost of living
adjustments in the subsequent years. Once an actual percentage rate and dollar increase
is established, that salary increase must be disclosed even though it may have been
partially budgeted.

* Certification Form No.1 must be signed by the district superintendent and chief business
official. Certification Form No. 2 must be signed by the district superintendent or designee at
the time of public disclosure and by the president or clerk of the governing board at the time
of formal board action on the proposed agreement.
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The manner in which the public is made aware of the proposed agreement and its availability
for public inspection and review is at the discretion of the district. Districts may select one or
more methods for communicating to the public — i.e., notice in newspaper, posted notices,
letters to parents, PTA newsletters, etc. However, notification must include the public at large
and should not be limited to district parents only.
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Example 2

Public Disclosure Specific Instructions

ORANGE COUNTY DEPARTMENT OF EDUCATION
DISTRICT FISCAL SERVICES

SPECIFIC INSTRUCTIONS FOR COMPLETION OF PUBLIC DISCLOSURE OF
COLLECTIVE BARGAINING AGREEMENTS

1.

Salary Schedule — Report only the cost of salaries, excluding statutory and health/welfare
benefits and step and column.

Cost Prior to Proposed Agreement — Enter the total cost of salaries for the bargaining unit
prior to the proposed agreement.

$: Enter the amount of the increase or decrease for the proposed change in the salary
schedule.

%: Divide the amount by the Cost Prior to the Proposed Agreement, Line 1.

Step and Column (subset costs) — report only the cost of salaries, excluding statutory and
health/welfare benefits.

$: Enter the cost of step and column movement on the salary schedule plus any changes due
to the proposed agreement of the affected bargaining unit.

%: Divide the cost of step and column by the Cost Prior to Proposed Agreement, Line 2.

Other Compensation — Report only the cost of salaries associated with the cost of “other
compensation,” excluding statutory and health/welfare benefits.

$: Enter the amount of the proposed change in Other Compensation.
%: Divide the amount by the Cost Prior to the Proposed Agreement, Line 3.

Description — Indicate specific changes in Other Compensation for each affected year. For
example: One percent off-schedule or $200 per employee.

Statutory Benefits — Report only the cost of statutory benefits excluding salaries and
health/welfare benefits.

Cost Prior to Proposed Agreement — Enter the total cost of statutory benefits of the
bargaining unit prior to the proposed agreement.

$: Enter the amount of the proposed change in statutory benefits resulting from changes in
salaries reported on Lines 1 and 2.

%: Divide the amount by the Cost Prior to Proposed Agreement, Line 4.
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5. Health/Welfare Benefits — Report only the cost of health/welfare benefits, excluding the
cost of salaries and statutory benefits.

Cost Prior to Proposed Agreement — Enter the total cost of health/welfare benefits of the
bargaining unit prior to the proposed agreement.

$: Enter the amount of the proposed change in health/welfare benefits for the affected
bargaining unit.

%: Divide the amount by the Cost Prior to Proposed Agreement, Line 5.
6. Total Compensation

Cost Prior to Proposed Agreement — Total Lines 1 through 5.

$: Total Lines 1 through 5.

%: Divide the total by Cost Prior to Proposed Agreement, Line 6.

7. Total Number of Represented Employees — Enter the full-time equivalent (FTE)
employees for the affected bargaining unit.

8. Total Compensation Cost for Average Employee

Cost Prior to Proposed Agreement — Divide Cost Prior to Proposed Agreement, Line 5 by
FTE Employees, Line 7.

$: Divide Total Compensation, Line 5 by FTE Employees, Line 7.

%: Divide Total Compensation Cost for Average Employee, Line 8, by Cost Prior to
Proposed Agreement, Line 8.
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Example 2

Public Disclosure Forms

Orange County Department of Education
District Fiscal Services

PUBLIC DISCLOSURE OF COLLECTIVE BARGAINING AGREEMENT

in Accordance with AB 1200 (Chapter 1213/1991), GC 3547.5, and CCR, Title V, Section 15449

School District - Bargaining Unit:

(Please select school district name from this drop down list.)

Certificated, Classified, Other:

The proposed agreement covers the period beginning: and ending:
(date) (date)
The Governing Board will act upon this agreement on:
(date)
A. Proposed Change in Compensation
Compensation Annual Fiscal Impact of Proposed Agreement
Cost Prior to
Proposed Agreement Year 1 Year 2 Year 3
Increase/(Decrease) Increase/(Decrease) Increase/(Decrease)
FY FY FY FY
1 |[Salary Schedule $ _ _ - -
Increase (Decrease)
0.00%, 0.00% 0.00%
2 ||Step and Column $ - - - -
Increase (Decrease) Due to movement plus
any changes due to settlement
0.00% 0.00%| 0.00%|
3 ||Other Compensation - $ - - - -
Increase (Decrease) (Stipends, Bonuses,
[Longevity, Overtime, etc.)
0.00% 0.00% 0.00%
[Description of other compensation
4 ||Statutory Benefits - STRS, PERS, FICA, $ - - - -
WC, Ul, Medicare etc.
0.00% 0.00%| 0.00%|
5 |[Health/Welfare Plans $ - - - -
0.00%, 0.00% 0.00%
6 [[Total Compensation - $ - - - -
Increase (Decrease) (Total Lines 1-5)
7 ||Total Number of Represented Employees 0.00 0 0 0
(Use FTEs if appropriate)
8 |ITotal Compensation Average Cost per $ - - - -

Employee

0.00%

P-014 « Bargaining Agreement Disclosure * 2/2013
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10.

11.

12.

32

Public Disclosure of Proposed Collective Bargaining Agreement
Page 2

What was the negotiated percentage increase approved? For example, if the increase in "Year 1" was for
less than a full year, what is the annualized percentage of that increase for "Year 1"?

Were any additional steps, columns, or ranges added to the schedules? (If yes, please explain.)

Please include comments and explanations as necessary.

Does this bargaining unit have a negotiated cap for Health and Welfare benefits Yes|:| No|:|

If yes, please describe the cap amount.

Proposed Negotiated Changes in Noncompensation Items (i.c., class size adjustments, staff development
days, teacher prep time, classified staffing ratios, etc.)

What are the specific impacts on instructional and support programs to accommodate the settlement?
Include the impact of changes such as staff reductions or increases, program reductions or increases, eliminatior
or expansion of other services or programs (i.e., counselors, librarians, custodial staff, etc.)

Revised June 2012
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Public Disclosure of Proposed Collective Bargaining Agreement
Page 3

D. What contingency language is included in the proposed agreement? Include specific areas identified
reopeners, applicable fiscal years, and specific contingency language

E. Will this agreement create, increase or decrease deficit financing in the current or subsequent year(s)?
"Deficit Financing" is defined to exist when a fund's expenditures and other financing uses exceed its revenues
and other financing sources in a given year. If yes, explain the amounts and justification for doing so

F. Identify other major provisions that do not directly affect the district's costs, such as binding
arbitrations, grievance procedures, etc.

G. Source of Funding for Proposed Agreement
1. Current Year

2. If'this is a single year agreement, how will the ongoing cost of the proposed agreement be funded in
subsequent years (i.e., what will allow the district to afford this contract)?

3. If this is a multiyear agreement, what is the source of funding, including assumptions used, to fund these
obligations in subsequent years? (Remember to include compounding effects in meeting obligations.)

Revised June 2012
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Public Disclosure of Proposed Collective Bargaining Agreement
Page 4a

H. IMPACT OF PROPOSED AGREEMENT ON CURRENT YEAR OPERATING BUDGET

Unrestricted General Fund
Enter Bargaining Unit: #N/A

Column 1 Column 2 Column 3 Column 4
Latest Board- Adjustments as a Other Revisions | Total Current Budget]
Approved Budget | Result of Settlement (Columns 1+2+3)
Before Settlement
(Asof _/_/_ )
REVENUES
Revenue Limit Sources (8010-8099) $ -8 -8 -8 -
Remaining Revenues (8100-8799) $ -8 -8 -3 -
TOTAL REVENUES $ - |8 - |8 - |3 -
EXPENDITURES
Certificated Salaries (1000-1999) $ -8 -8 -3 -
Classified Salaries (2000-2999) $ -8 -8 - |8 -
Employee Benefits (3000-3999) $ -8 -8 -3 -
Books and Supplies (4000-4999) $ -8 -8 - |8 -
Services, Other Operating Expenses (5000-5999) | $ -8 - |8 - |8 -
Capital Outlay (6000-6599) $ -8 -8 - |8 -
Other Outgo (7100-7299) (7400-7499) $ -8 - |8 -8 -
Direct Support/Indirect Cost (7300-7399) $ -8 -8 -8 -
Other Adjustments
TOTAL EXPENDITURES $ -8 - |8 -3 -
(OPERATING SURPLUS (DEFICIT) $ - |8 S $ -
TRANSFERS IN & OTHER SOURCES (8910-8979) | $ -8 $ $ -
TRANSFERS OUT & OTHER USES (7610-7699) | $ -8 -8 -8 -
CONTRIBUTIONS (8980-8999) $ - |8 $ $ -
CURRENT YEAR INCREASE (DECREASE) IN %
FUND BALANCE $ - |8 $ $ -
||BEGINN[NG BALANCE $ N $ -
Prior-Year Adjustments/Restatements (9793/9795) | $ $
CURRENT-YEAR ENDING BALANCE $ - |8 - |8 - |8 -
ICOMPONENTS OF ENDING BALANCE:
Nonspendable Reserves (9711-9719) $ - |8 - |8 - |8 -
Restricted Reserves (9740) $ -8 -8 - |8 -
Stabilization Arrangements (9750) $ - |8 - |8 - |8 -
Other Commitments (9760) $ -8 -8 -8 -
Other Assignments (9780) $ -8 -8 - |8 -
Reserve for Economic Uncertainties (9789) $ - |8 - |8 - |8 -
"Unassigned/Unappropriated (9790) $ - s -8 -8 -

* Please sce question on page 7.

Revised June 2012
4a
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Click here to access these forms in Excel format.

Public Disclosure of Proposed Collective Bargaining Agreement
Page 4b

H. IMPACT OF PROPOSED AGREEMENT ON CURRENT YEAR OPERATING BUDGET

Restricted General Fund
Enter Bargaining Unit: #N/A

Column 1 Column 2 Column 3 Column 4
Latest Board- Adjustments as a Other Revisions | Total Current Budget]
Approved Budget | Result of Settlement (Columns 1+2+3)
Before Settlement
(Asof _/_/_ )
REVENUES
Revenue Limit Sources (8010-8099) $ -8 -8 -8 -
Remaining Revenues (8100-8799) $ -8 -8 -3 -
TOTAL REVENUES $ -8 - |8 - |3 -
EXPENDITURES
Certificated Salaries (1000-1999) $ -8 -8 -3 -
Classified Salaries (2000-2999) $ -8 -8 - |8 -
Employee Benefits (3000-3999) $ -8 -8 -3 -
Books and Supplies (4000-4999) $ -8 -8 - |8 -
Services, Other Operating Expenses (5000-5999) | $ -8 - |8 - |8 -
Capital Outlay (6000-6599) $ -8 -8 - |8 -
Other Outgo (7100-7299) (7400-7499) $ -8 - |8 - |8 -
Direct Support/Indirect Cost (7300-7399) $ -8 -8 -8 -
Other Adjustments
TOTAL EXPENDITURES $ - |8 $ $ -
(OPERATING SURPLUS (DEFICIT) $ -8 S $ -
TRANSFERS IN & OTHER SOURCES (8910-8979) | $ $ $ $ -
TRANSFERS OUT & OTHER USES (7610-7699) | $ -8 -8 -8 -
CONTRIBUTIONS (8980-8999) $ -8 $ $ -
CURRENT YEAR INCREASE (DECREASE) IN %
FUND BALANCE $ - |8 $ $ -
||BEGINN[NG BALANCE $ N $ -
Prior-Year Adjustments/Restatements (9793/9795) | $ $
CURRENT-YEAR ENDING BALANCE $ -8 $ $ -
ICOMPONENTS OF ENDING BALANCE:
Nonspendable Reserves (9711-9719) $ - |8 - |8 - |8 -
Restricted Reserves (9740) $ - s -8 -3 -
Stabilization Arrangements (9750) $ -8 - |8 - |3 -
Other Commitments (9760) $ -8 - |8 -8 -
Other Assignments (9780) $ -8 -8 - |8 -
Reserve for Economic Uncertainties (9789) $ - |8 - |8 - |8 -
"Unassigned/Unappropriated (9790) $ -8 - |8 - |8 -

* Please sce question on page 7.

Revised June 2012
4b
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Public Disclosure of Proposed Collective Bargaining Agreement
Page 4c

H. IMPACT OF PROPOSED AGREEMENT ON CURRENT YEAR OPERATING BUDGET

Combined General Fund
Enter Bargaining Unit: #N/A

Column 1 Column 2 Column 3 Column 4
Latest Board- Adjustments as a Other Revisions | Total Current Budget]
Approved Budget | Result of Settlement (Columns 1+2+3)
Before Settlement
(Asof _/_/_ )
REVENUES
Revenue Limit Sources (8010-8099) $ -8 -8 -8 -
Remaining Revenues (8100-8799) $ -8 -8 -3 -
TOTAL REVENUES $ - |8 - |8 - |3 -
EXPENDITURES
Certificated Salaries (1000-1999) $ -8 -8 -3 -
Classified Salaries (2000-2999) $ -8 -8 - |8 -
Employee Benefits (3000-3999) $ -8 -8 -3 -
Books and Supplies (4000-4999) $ -8 -8 - |8 -
Services, Other Operating Expenses (5000-5999) | $ -8 - |8 - |8 -
Capital Outlay (6000-6599) $ -8 -8 - |8 -
Other Outgo (7100-7299) (7400-7499) $ -8 - |8 -8 -
Direct Support/Indirect Cost (7300-7399) $ -8 -8 -8 -
Other Adjustments
TOTAL EXPENDITURES $ -8 - |8 -3 -
(OPERATING SURPLUS (DEFICIT) $ - |8 -8 -3 -
TRANSFERS IN & OTHER SOURCES (8910-8979) | $ $ $ $ -
TRANSFERS OUT & OTHER USES (7610-7699) | $ -8 -8 -8 -
CONTRIBUTIONS (8980-8999) $ $ $ $ -
CURRENT YEAR INCREASE (DECREASE) IN
FUND BALANCE $ - |8 - |8 - |3 -
||BEGINNING BALANCE $ N $ -
Prior-Year Adjustments/Restatements (9793/9795) | $ $
CURRENT-YEAR ENDING BALANCE $ - |8 $ $ -
ICOMPONENTS OF ENDING BALANCE:
Nonspendable Reserves (9711-9719) $ - |8 - |8 - |8 -
Restricted Reserves (9740) $ - s -8 -8 -
Stabilization Arrangements (9750) $ -8 - |8 - |8 -
Other Commitments (9760) $ -8 -8 -8 -
Other Assignments (9780) $ -8 -8 - |8 -
Reserve for Economic Uncertainties (9789) $ - |8 - |8 - |8 -
"Unassigned/Unappropriated (9790) $ - s -8 -8 -

* Please sce question on page 7.

Revised June 2012
4c
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Public Disclosure of Proposed Collective Bargaining Agreement

Page 5

I. IMPACT OF PROPOSED AGREEMENT ON SUBSEQUENT YEARS

Enter Bargaining Unit:

Combined General Fund

#N/A

2011-12

2012-13

2013-14

Total Current Budget
After Settlement

First Subsequent Year
After Settlement

Second Subsequent Year
After Settlement

REVENUES

Revenue Limit Sources (8010-8099)

Remaining Revenues (8100-8799)

TOTAL REVENUES

EXPENDITURES

Certificated Salaries (1000-1999)

Classified Salaries (2000-2999)

Employee Benefits (3000-3999)

Books and Supplies (4000-4999)

Services, Other Operating Expenses (5000-5999)

Capital Outlay (6000-6999)

Other Outgo (7100-7299) (7400-7499)

Direct Support/Indirect Cost (7300-7399)

&* Rl @+ > @ Rl &+ @+
'

Other Adjustments

TOTAL EXPENDITURES

(OPERATING SURPLUS (DEFICIT)

TRANSFERS IN & OTHER SOURCES (8910-8979)

TRANSFERS OUT & OTHER USES (7610-7699)

R%) “» &~ &>
'

& izl Azl Lzl @ @ @ Lzl @ @ @ @ @2
'

@ &» @@ &~ &@ @ @ &> & @ R%) R%) &
'

CURRENT YEAR INCREASE (DECREASE) IN FUND
BALANCE

BEGINNING BALANCE

(CURRENT-YEAR ENDING BALANCE

COMPONENTS OF ENDING BALANCE:

[Nonspendable Reserves (9711-9719)

Restricted Reserves (9740)

Stabilization Arrangements (9750)

Other Commitments (9760)

Other Assignments (9780)

Reserve for Economic Uncertainties (9789)

Unassigned/Unappropriated (9790)

&~ @ & &* &* &> @
'

& @ & Lzl Lzl @ @
'

&~ &L @ &* &* @ @
'
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Public Disclosure of Proposed Collective Bargaining Agreement

Page 6

IMPACT OF PROPOSED AGREEMENT ON UNRESTRICTED RESERVES

. State Reserve Standard

2011-12

2012-13

2013-14

Total Expenditures, Transfers Out, and Uses
(Including Cost of Proposed Agreement)

State Standard Minimum Reserve Percentage for
this District enter percentage:

0.00%

0.00%

0.00%

State Standard Minimum Reserve Amount for this
District (For districts with less than 1,001 ADA,
this is the greater of Line a, times Line b. OR
$50,000

. Budgeted Unrestricted Reserve (After Impact of Proposed Agreement)

General Fund Budgeted Unrestricted Reserve for
Economic Uncertainties (9789)

General Fund Budgeted Unrestricted
Unassigned/Unappropriated Amount (9790)

Special Reserve Fund (Fund 17) Budgeted Reserve
for Economic Uncertainties (9789)

Special Reserve Fund (Fund 17) Budgeted
Unassigned/Unappropriated Amount (9790)

Total Available Reserves

Reserve for Economic Uncertainties Percentage

0.00%

0.00%

38

If no, how do you plan to restore your reserves?

. Do unrestricted reserves meet the state minimum reserve amount?

2011-12
2012-13
2013-14

Yes
Yes
Yes

Revised June 2012
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Public Disclosure of Proposed Collective Bargaining Agreement
Page 7

5. If the total amount of the adjustment in Column 2 on Page 4 does not agree with the amount of the Total
Compensation Increase in Section A, Line 5, Page 1 (i.e., increase was partially budgeted), explain the
variance below:

6. Please include any additional comments and explanations of Page 4 as necessary:

Revised June 2004
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Public Disclosure of Proposed Collective Bargaining Agreement
Page 8

K. CERTIFICATION NO. 1: CERTIFICATION OF THE DISTRICT'S ABILITY TO MEET THE
COSTS OF COLLECTIVE BARGAINING AGREEMENT

The disclosure document must be signed by the District Superintendent and Chief Business Officer at the time
of public disclosure.

In accordance with the requirements of Government Code Section 3547.5, the Superintendent and Chief
Business Officer of the School District, hereby certify that the District can meet
the costs incurred under the Collective Bargaining Agreement between the District and the
Bargaining Unit, during the term of the agreement from to
The budget revisions necessary to meet the costs of the agreement in each year of its term are as follows:
Budget Adjustment
Budget Adjustment Categories: Increase (Decrease)
Revenues/Other Financing Sources
Expenditures/Other Financing Uses -
Ending Balance Increase (Decrease) -
N/A (No budget revisions necessary)
District Superintendent Date
(Signature)
Chief Business Officer Date
(Signature)

Revised June 2004
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Public Disclosure of Proposed Collective Bargaining Agreement
Page 9

L. CERTIFICATION NO. 2

The disclosure document must be signed by the district Superintendent or designee at the time of public
disclosure and by the President or Clerk of the Governing Board at the time of formal board action on the
proposed agreement.

The information provided in this document summarizes the financial implications of the proposed agreement and
is submitted to the Governing Board for public disclosure of the major provisions of the agreement (as provided
in the "Public Disclosure of Proposed Bargaining Agreement") in accordance with the requirements of AB 1200
and Government Code Section 3547.5.
District Superintendent (or Designee) Date
(Signature)
President or Clerk of Governing Board Date
(Signature)
Contact Person Phone

Revised June 2004
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Example 3

Public Disclosure Forms

COLLECTIVE BARGAINING AGREEMENT PUBLIC DISCLOSURE SUMMARY

Type of Bargaining Unit: E| Certificated E| Classified [ | Confidential

Certificated Management Classified Management

The proposed agreement covers the period beginning and ending

and will be acted upon by the Governing Board at its meeting or

A. Proposed Change in Compensation

Cost Prior to Fiscal Impact of Proposed Agreement
Proposed Current Year Year 2 Year 3
Compensation Agreement Increase/(Decrease)|Increase/(Decrease)|Increase/(Decrease)
1 |Current year salary costs $
2 |Step and column increase (Optional- if $
completed, do not include S & C costs in Line 1)
3 | Total Current year salary costs $
4 |Salary schedule increase (decrease) $
5 |Cost due to salary schedule restructure $
(i.e.,longevity, step and column over prior contract)
6 |One-time compensation (i.e.,stipends, bonus, $
off schedule one time payments or (furlough days))
7 |Reclassification of position(s) $
8 |Other compensation $
9 [Statutory Benefits - STRS, PERS, $ $
FICA, WC, Ul, Medicare, etc.
10a[Health & Welfare costs before agreement $
10b[Changes in Health & Welfare costs due to
the agreement $
10c|Health & Welfare costs after agreement (10a+10b) $
10d[FTE's (impacted by health & welfare change)
10e[Change in discretionary costs - per FTE $
(line 10b divided by line 10d)
11 | Total Compensation Increase (decrease)
(Total Lines 2, 4 thru 9 and 10b)
12 [TOTAL COMPENSATION INCREASE AS A %
PERCENTAGE OVER PRIOR FISCAL YEAR

P-014 « Bargaining Agreement Disclosure * 2/2013
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Public Disclosure Form

Section A

4. What is the proposed negotiated percentage increase or (decrease)? For example, if the increase in
"Current Year" was for less than a full year, what was the percentage increase given, what is the
effective date of the change, and what is the annualized percentage increase for "Year 1"?

If a decrease, is it due to furlough days? If so, how many days?

5. Describe any changes or additions to step, column, or ranges on the salary schedules.

6. Describe any one- time compensation increases or decreases (example: furlough days)

7. Describe any reclassifications of positions.

®

Describe any "other compensation". Please include comments and explanations as necessary
(if more room is necessary to answer, please attach additional sheet.)

10. Changes in Health and Welfare costs.
a. Does the district have a maximum on the employer paid portion of health and welfare?

Yes No

If yes, please describe the maximum dollar or percentage amount of the employer paid share
of the health and welfare costs and any changes due to this proposed bargaining agreement.

b. Describe all other changes in Health and Welfare costs.

B. Describe any proposed negotiated changes in non-compensation items (e.g., class size
adjustments, staff development days, teacher prep time, etc.)
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Public Disclosure Form

C. Will there be any specific impacts (positive or negative) to operations related to the
settlement? Include the impact of changes such as staff reductions or increases, program
reductions or increases, elimination or expansion of other services or programs (i.e., counselors, librarians).

D. What contingency language is included in the proposed agreement (i.e., reopeners, etc.)?

E. What is the impact of the agreement on deficit spending in the current or future year(s)?
"Deficit Spending"” is defined to exist when a district's expenditures exceed its revenues in a given year.

F. Are there any other provisions to be disclosed?

G. What are the source(s) of funding for the proposed agreement?
1. Current Year

General Fund Revenues Reduction in Expenditures
Special Reserve Other (please expain)
Explanation:

2. If this is a single year agreement, how will the ongoing cost, if any, of the proposed agreement be funded in
future years? (i.e. COLA, staffing reductions, other sources of revenue)

3. If this is a multi-year agreement, what is the source of funding for these obligations in future years?
Assumptions should include specifics, i.e., COLA, enrollment patterns. (Remember to include
compounding effects in meeting obligations)
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PUBLIC DISCLOSURE FORM
H. Impact of Proposed Agreement on Current Year Operating Budget
_____1. The cost of the proposed agreement is included in the current working budget dated

a. Copies of the budget transfers are attached (unless proposal was included in the adopted budget) or,
b. Section H3 below has been completed.

2. Budget has not been updated for the proposal.
a. Proposed budget transfers are attached; or,
b. Section H3 below has been completed.

H3. RECAP OF PROPOSED BUDGET ADJUSTMENTS

Column 1 Column 2 Column 3 Column 4
Bargaining Unit(s): Latest Board-Approved | Unrestricted Restricted Total Proposed
Budget Before Budget Adjustment|Budget Adjustment] Budget
Settlement Increase Increase
Date: (Decrease) (Decrease) (Columns 1+2+3)

A. REVENUES
1. Revenue Limit Sources (8010-8099)
2. Remaining Revenues (8100-8799)
B. TOTAL REVENUES
C. EXPENDITURES
1. Certificated Salaries (1000-1999)
. Classified Salaries (2000-2999)
._Employee Benefits (3000-3999)
. Books and Supplies (4000-4999)

oD W N

. Services, Other Operating
Expense (5000-5999)
. Capital Outlay (6000-6599)

6

7. Other Outgo (7100-7299) (7400-7499)
8. Direct Support/Indirect Costs (7300-7399
9. Other Adjustments

D. TOTAL EXPENDITURES (C1:C9)

E. OPERATING SURPLUS (DEFICIT) (B-D)

F. TRANSFERS IN & OTHER SOURCES
(8910-8979)

G. TRANSFER OUT & OTHER USES
(7610-7699)

H. CONTRIBUTIONS (8980-8998)

I. INCREASE (DECREASE) IN FUND BALANCE
(E+F+G+H)

J. BEGINNING BALANCE

K. CURRENT YEAR ENDING BALANCE (J+1)
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Click here to access these forms in Excel format.

IMPACT OF PROPOSED AGREEMENT ON DISTRICT RESERVES

I. VERIFICATION OF ACCEPTABLE MINUMUM RESERVE LEVEL

1.

STATE-RECOMMENDED MINIMUM RESERVE LEVEL

(after implementation of all proposed agreements)

.| Total expenditures, Transfers Out, and uses per

current working budget plus total cost increases
for all bargaining agreements

.|Recommended minimum reserve percentage

from table below

.|Recommended minimum reserve amount for this

district (I1a times 11b) for districts with less than
1001 ADA, this is the greater of calculation or
$50,000

IMPACT OF PROPOSED AGREEMENT TO THE BUDGET

. |GENERAL FUND (Fund 01) Unrestricted/Undesignated Only (Resource 0000)

.|Board approved budgeted ending balance

.|Changes to budgeted ending balance for all

bargaining agreements

.|Estimated budgeted ending balance (line J1a plus

J1b)

SPECIAL RESERVE FUND (Fund 17)

.|Board approved budgeted ending balance

.|Changes to budgeted ending balance for all

bargaining agreements

.|Estimated budgeted ending balance (line J2a plus

J2b)

. |TOTAL DISTRICT RESERVES FOR THE

YEAR OF AGREEMENT
(Line J1c and J2c) (must be greater than I1c)

TABLE OF STATE RECOMMENDED MINIMUM RESERVE PERCENTAGES
Percentage Level For Districts with ADA ranging from:

5% or $50,000 (Greater of)
4% or $50,000 (Greater of)
3%
2%
1%

0

301
1,001
30,001
400,001

to
to
to
to
and

300
1,000
30,000
400,000
Over

P-014 « Bargaining Agreement Disclosure * 2/2013
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PO e Apportionment Posting

I. OVERVIEW

A. Most of the funds that local educational agencies (LEAs) receive come from the State of
California, through the State Controller’s Office (SCO).

B. The funds that are issued by the SCO are the state apportionments (e.g., state aid (Local
Control Funding Formula), home-to-school pupil transportation, class size reduction), the
pass-through funds from the federal government (e.g., NCLB Title I), and restricted state
categorical program grants (formula driven and reimbursement grants).

C. The California Department of Education (CDE) will notify the county treasurer and the
county superintendent of schools (CSS)/county office of education (COE) of the amounts
due to the LEAs and notify the SCO to release the funds.

1. At the time CDE releases the instructions to the SCO for the fund release, the CDE
state or federal fiscal accounting office e-mails a notification to the CSS/COE includ-
ing the following elements:

a) Identification of the claim schedules;
b) when they were sent to the SCO;
c) an estimated timeframe when the funds should be released by the SCO;

d) attaches any disbursement schedules (generally an excel spreadsheet) showing the
individual district and the county disbursement totals statewide;

e) anotice of apportionment or federal funding award letter to each COE identified
e-mail repository.

The CDE accounting office maintains a county e-mail repository distribution list.
COE business office staff responsible for this function will need to be provided access
to this e-mail repository data.

2. Notice of apportionment letters are e-mailed to CSS to identify the deposit of funds to
the appropriate LEA. COEs are requested to forward the apportionment notices to the
appropriate LEA. The CDE generally provides notices three to six weeks before the
funds are released by the SCO.

3. The electronic distribution of the notice of apportionment letters from the CDE
accounting office has greatly improved communication. These letters provide the
appropriate Standard Account Code Structure (SACS) resource code and object clas-
sification code that the LEA must use when reporting revenue earned.

* COE:s can find additional information on the SACS query page for the accounting
treatment of these funds at: http://www2.cde.ca.gov/sacsquery/querybyresource.
asp

* Minor revisions 2/2015 in keeping with implementation of the Local Control Funding Formula
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4.

COE:s can also find detail on apportionment amounts and notices for many of the
apportionment entitlements on CDE’s categorical web site: http://www.cde.ca.gov/fg/
aa/ca/

D. The SCO sends funds for LEAs and COE through an electronic warrant process using
these methods:

1.

Method 1
a) The SCO issues warrants to a number of banks located throughout the state.

b) These warrants are placed in a lockbox in Sacramento and the banks send couriers
to pick up the warrants.

c) The banks wire the funds to the appropriate county treasurers.
Method 2

a) The SCO issues the warrant directly to the county treasurer.

E. When the county treasurer receives the funds, they will post them to a clearing fund
(an agency fund on the books of the county treasurer. This could be a revolving fund,
or unapportioned fund on the county books until the funds are deposited to the specific
district funds).

1.

The county treasurer will generally notify the COE that they have received local
educational agency (LEA) funds and request instructions on where to post the funds.

The county treasurer may e-mail or fax a copy of the remittance advice from the SCO
and a treasurer-initiated deposit order to the COE.

a) COEs may also have access to view the treasurer’s bank account to verify the
apportioning of funds on holidays and days that the county treasurer’s office may
be closed.

The COE will provide instructions to the county treasurer regarding where to post the
funds received (which LEAs and which funds of the LEA).

The remittance advice from the SCO will identify the state claim number issued to
CDE accounting, the state assigned CDS code for the LEA, and the state program
cost account (PCA) from which the funds have been drawn.

1. The COE can match the claim number with the e-mailed notices for further infor-
mation on the accounting treatment of these funds.
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2. The PCA number can also be used in the SACS query to find additional informa-
tion as well as program contacts for these funds.

5. The principal apportionment and special purpose apportionment funds are released in
accord with set formulas identified by education code. The CDE provides schedules
for the annual estimate of these amounts. COEs must maintain distribution schedules
based on these formulas to distribute the funds to the appropriate district and fund for
which the dollars are apportioned. The SCO’s warrant does not identify the district
amount for these funds.

 This is a link to the CDE Principal apportionment page which provides “Fund-
ing Excel files” that link to summary and detailed spreadsheets identifying the
estimated monthly payments by LEA and COE: http://www.cde.ca.gov/fg/aa/pa/
palll2.asp

II. COUNTY OFFICE RESPONSIBILITIES

A. Once the COE staff notify the county treasurer of where to post the funds for the LEA,
they will either:

1. Post the funds into the district’s financials/general ledger.

2. Send a notice to the district to post the amounts into their books.

» In some counties, the districts post all amounts into their own books; the county
office does not make any entries into the books of the district even if the district is
online with the county.

B. The COE must provide the LEA with copies of the state notice or provide the LEA the
information about where to obtain the supporting fund release information
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ITI. EXAMPLES OF APPORTIONMENT POSTINGS

A. Principal Apportionment
1. Use CDE Funding Excel File Spreadsheet for Advance Apportionment by COE and by LEA

Payment schedule, FY 2011-12 Advance
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2. Prepare spreadsheet for the proper account classification entry and cash values
for County Treasury deposit by LEA.
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B. Categorical Posting

1. Receive through the CDE e-mail depository a copy of e-mailed apportionment letter and
distribution schedule, which includes the SCO claim schedule information for when funds

are actually received by the county treasurer.

CSAN120007-1120011 Bulletin 120144

Marmir Lallian [MLallianiZxcde ca.gov]
Co8 1 12T007-11 7001 1
Mon 7ILEI200T 34 AM
dhwaedifs
i ﬁ L124796L_10-1 ICafarred TIIEG, DO (50 KE): -ila:m}u THEG deafearal, s (215 KE)

[he abowve clam schedules were sentl 1o the State Controllers Othce on July 15th, 2011.
Warrants should be recemved within approximately 3 weeks. See attachments for detail,

Manmvir Lallian
State Funds Unit
LDepartment of Education
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BCHEDUALE OF THE DEFERRED APFORTIONMENT FOR THE
TARGETED METRUCTIONAL MPROVEMENT BLOCE GRANT
FIECAL VEAR F011.92
|AMOUMNTE DEFERRED FROM FISCAL YEAR 2311}
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Rpchactios Rpthuis ey
Tt 1011 [Cffest 11013
Copamty  Dhtrienl 208091 Didct (i 201011 Carsh Priar Bakasae ot Darsdd 0 et
Coade Costla Lzl Edb piang Ageesasy Eniatlemani Ml s}  Emiebeireni A earaTin L Envtlemaent 1011 sniusl  Apporbonsren
EAN BERHARDED COUNTT
3 BTSET  Adelanty Elsmaniary 15T 159 5137 150 5185 263 2 g 52 208
i Ariel A% Loma Blementiary M0 Hw oM 0T e B T Tl
E ATA11  Banios Unibed BEO 12 $50a12 =427 5 SR §4.30%
x BTl Geniral Elermentary ST T ST A T SEaT
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2. Prepare bulletin or advisory to notify LEAs of upcoming apportionment posting.

3. Once funds are received, prepare the appropriate county treasurer documents to post
to individual LEA funds as identified or notify the LEA to post the received amounts.
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Apportionment Bulletin

Caper FFL0,/ 11 Builletin Mo, 12-0140
LL=T San Bearnardine County Schoal Disbhcts
Chiel Business Sficisls and Directors of Sccounting
SLWBJIECT 1l1-12 Targested Instructional Improvement Block Grant
Foclosed bor pour inforimalion soe Hhe following documesnis for yoser distisck
L. Letter from the California Department of Education dated F/0L1/711.

- Cristrilauficsn Sehesadonle.

The incame from thes apportronment WILL BHE deposited into the follaving accowunkn

Fizsal Yaur 11-12

P SaunT e Leseda L]

Fund oL

B wsnioe oo oeant S SR

PR, 2AFLF

Diralricl Waricus

Trarile: & MHMIS [PEFNOTMNG ) FIN [PFHNITNG)

Plaaxze forward this infermation to the sppropriate District Staff. Notices of Credit will ba sant to the

digbrict gnce funds are relessed fa s Linvg.

A log of all apportionment bulletins processed including this bulletin and back uwp documentation can
b acceiied abt hitp:fwwe ibcis. k12 . caar/bausSerw Bl Il i,

The Apportienment Summary, which is updated monthly as of the 10™ working day of every month,
can be scossiwd ot bite: e sleas b2 va e fbusServellags S phe, (Inclodes ravenes
depozited as of the last warking day of the previous menth).

I you heve sny gueilicns, plesde call me.
Sincerely,
ALY tll:‘“.ﬂq-_ll IE.L3.

County Superintendent of Schools

legus M. Halguin, Fecal anslyee 10
Business Advizory Sardicas

Silwia Sona: Seniar Fiscal Clerk
Business Advisory Serdices
[(90%) TTT-0750
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Education Revenue
Augmentation Fund (ERAF)

I OVERVIEW

A. The Education Revenue Augmentation Fund (ERAF)

1.

2.

The ERAF is the fund used to collect the property taxes in each county that are
shifted from cities, the county, and special districts prior to their reallocation to K-14
school agencies.

The county treasurer maintains the ERAF on behalf of the county auditor.

B. The Legislation

1.

P-015 « ERAF « 1/2008

In the early 1990s, the State of California passed legislation that authorized the shift
of property taxes from local governments to K-14 school agencies and a correspond-
ing reduction in the state support of K-14 education.

This shift first had an impact on the 1992-1993 state budget.

The shift transferred over $3.7 billion in property tax revenues from cities, the county
and special districts.

The state has made numerous changes to the Revenue and Taxation Code since the
early 1990s to modify the calculations.

In 2004-05, three shifts of property taxes from school agencies to local government
occurred which affected the allocation of ERAF.

a. One tax shift is known as the “Triple Flip” began March 2004, after voters
approved a bond initiative known as the “California Recovery Act.”

This act authorized issuance of $15 billion in bonds to finance the 2002-03 and
2003-04 state budget deficits.

The revenue stream for payment of these bonds was established by the redirection
of tax revenues through the “Triple Flip.”

Under the “Triple Flip,” one quarter of the local governments’ 1% share of sales
taxes are re-directed to the state as a dedicated revenue source for the bond repay-
ment. To mitigate the loss of this revenue to the local governments, the legislation
“re-directed” property taxes in the ERAF to local government. The loss of ERAF
property taxes to the school agencies is then backfilled with state aid.

It is anticipated the swap of sales taxes for property taxes will terminate once the
deficit financing bonds are paid, which is currently expected in 9-13 years.

* Minor revisions made 2/2015 in keeping with implementation of the Local Control Funding Formula

Go back to Index
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b. Shortly after the historic 2004 gubernatorial recall, a second shift occurred when
the state reduced vehicle license fees (VLF) thus reducing revenue received by
local governments. To backfill this reduction of revenue, the state shifted $4.1
billion in property taxes from school districts to local government.

c. The final shift occurred in November 2004, when Proposition 1A was approved.
This proposition included “The Deal” which local governments agreed to a two
year temporary shift of property taxes back to school agencies based upon a
guarantee to never shift local government revenues to school agencies (save fiscal
emergency). Subsequently, in 2006-07 the temporary tax shift to schools reverted
back to local governments.

C. Revenue and Taxation Code Sections 97 — 97.68

1.

These code sections modify the calculations and allocations of property taxes made
by the county and require the deposits of the amount of the property tax revenues not
allocated to cities, the county, and special districts into the ERAF.

The county auditor is required to allocate the money in the ERAF to school districts,
county offices of education, and community colleges.

The county superintendent of schools is required to determine the amount that the
county auditor will allocate to each school district and county office of education.

Basic aid districts are excluded from receiving funds from ERAF.

The county auditor is required to allocate the ERAF to the school districts and county
office based on the information provided by the county superintendent of schools.
Revenue and taxation Code Section 97.2

a. The amount allocated is in inverse proportion to the amounts of property tax rev-
enue per average daily attendance (ADA) in each school district and county office
of education. That is, the more property taxes per ADA the district receives, the
less ERAF per ADA they will receive.

The county auditor must not allocate any additional funds from ERAF to a school
district or county office of education, causing those entities to become basic aid.

The county auditor is required to allocate the ERAF to the community colleges based
on information provided by the Chancellor of the California Community Colleges.

If there are still additional funds in the ERAF after the allocations to school districts,
county offices of education, and community colleges, the county auditor allocates
these funds to the county superintendent of schools.
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a. Funds allocated to the county superintendent are counted as property tax revenue
for special education programs in augmentation of the amount calculated pursuant
to Education Code Section 2572, to the extent that those property tax revenues
offset state aid for county offices of education and school districts pursuant to
Education Code Section 56836.08 subdivision (c). The allocation to a county
office of education for special education (i.e. excess ERAF) is to be made as
though none of the shifts enacted in 2004 occurred — see Revenue and Taxation
Code section 97.70 (f) (1).

9. If any additional revenues remain after the allocation for special education, the county
auditor will allocate the remaining revenues among the county, cities, and special
districts in proportion to the amounts of ad valorem property tax revenues that were
shifted from those agencies to the ERAF.

I1. DETAILED PROCEDURES

A. Depending on the county, beginning in October, the county will provide an estimate
of the ERAF funds for the fiscal year. In some counties, the estimate is provided
in December or January. In some counties, this estimate is provided by the Auditor
Controller’s office.

B. The county will provide an additional estimate in April and the final amount at the end of
the year (July).

C. The county office of education staff enter the amount of the estimated ERAF for the year
into a spreadsheet that allocates the ERAF among the districts, the community colleges,
and the county office of education. Sample spreadsheets are shown at the end of this
section.

1. The county office of education will receive a letter from the Chancellor’s office that
provides the amount of ERAF for the community colleges in the county. In some
counties, this estimate is provided to the districts.

2. The ADA used in the spreadsheets is current year or estimated current year ADA.

3. The county office of education prepares the ERAF spreadsheet at P-1 and P-2. This
information is also provided to the districts.

D. The calculation is returned to the county auditor’s office. The county auditor uses the
spreadsheet to allocate the ERAF as the taxes are collected.
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1. Required shifts in the property taxes, that began in 2004-05 and sizably increased
in 2006-07, may exceed the amounts allocated to the ERAF account, resulting in
“negative” ERAF (In this case, the ERAF account is zeroed out and secured taxes are
reduced in order to make up the total amount that needs to be shifted that particular
year). Beginning in 2007-08, negative ERAF should be reported independently and
not netted against secured taxes.

2. Ifthe ERAF fund is insufficient to fund the VLF Adjustment amount, the auditor shall
reduce the amount of ad valorem property tax revenue that is otherwise required to
be allocated to non-basic-aid districts and community college districts in the county
for that fiscal year by an amount equal to the difference between the VLF Adjustment
amount and the amount of ad valorem property tax revenue that is otherwise required
to be allocated to the ERAF in accordance with Reve