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CALIFORNIA STATE BOARD OF EDUCATION
NOVEMBER 2004 AGENDA
 FORMCHECKBOX 
 General Waiver

	SUBJECT

Request by San Diego Unified School District (USD) to waive Title 5 CCR, Section 15443, specifically the cut point of 400,000 Average Daily Attendance (ADA), to allow San Diego USD, to keep a budget reserve requirement of one percent for the fiscal year 2005-06 only.

Waiver Number: 108-4-2004
	 FORMCHECKBOX 
 Action
 FORMCHECKBOX 
 Consent


	RECOMMENDATION


 FORMCHECKBOX 
  Approval   FORMCHECKBOX 
  Approval with conditions   FORMCHECKBOX 
  Denial 

That San Diego USD be allowed to keep a budget reserve requirement of one percent for the fiscal year 2005-2006 only on the condition that they maintain an ADA of at least 110,001.  Education Code (EC) Section 33051(c), which would render this waiver permanent, will not apply.

	SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION


In 1998, San Diego USD was granted an exception under Senate Bill 2023, Statutes of 1998 to lower its reserves from two to one percent for five fiscal years (1998-99 to 2002-03) if they maintained an ADA of at least 125,000 (EC 33128).  When the ADA dropped below this level (to above 110,001 ADA), the State Board of Education (SBE) approved waiver CDSIS-4-11-2002-W-3 that allowed San Diego USD to maintain a one percent budget reserve for fiscal year 2002-03 and 2003-04.  Absent the waiver, the district would have been required to maintain a two percent reserve in that year.

For 2004-05, Assembly Bill 1754, Statutes of 2003 provided one time relief (not codified, budget act language), allowing all school districts to reduce required reserves by 50 percent, therefore San Diego USD was still able to maintain a one percent reserve for last year.

They now ask for a waiver for the 2005-06 fiscal year of Title 5 CCR, Section 15443, (specifically the cut-points of 400,000 ADA) to maintain a one percent reserve, even though the ADA is only just over 110,000.  One of the reason for the enrollment drop appears to be the increasing student enrollment in charter school within the district

	SUMMARY OF KEY ISSUES


California school districts are required to set aside a certain amount of reserves for unforeseen expenses to ensure solvency.  The reserve amounts required of school districts are found in Title 5 and are based on the size of the district (i.e., smaller districts need to have four to five percent of their budget while larger districts need to have two or three percent).

Los Angeles Unified School District is the only district that qualified for a one percent 

reserve.  Without legislation or waivers, San Diego USD is required to maintain a two percent reserve.  See summary of previous actions (above) for the whole history of legislation and waiver.

San Diego USD made significant budget adjustments in 2004-05 to address declining enrollment and increasing health benefit costs.  Without a waiver, the district would be required to make drastic cuts in the 2005-06 budget to restore reserves to the two percent level.

The San Diego Educational Association, the three local CSEA units and the Police Officers Association all signed a letter (attached) that stated their neutrality on the waiver, “because it is the correct decision for the students of the San Diego City Schools”, however the letter did go on to express other concerns with San Diego UD’s Administration.

San Diego County Office of Education (COE) supports granting the district’s request for a temporary extension of the reserve requirements from July 1, 2005 through June 30, 2006.

The San Diego COE is working closely with the district to monitor its budget situation to ensure that it will be able to meet its financially obligations for the subsequent fiscal years.  For this reason CDE is recommending approval for one year only.

Authority for Waiver: Education Code (EC) Section 33050

Period of request: July 1, 2005 to June 30, 2006

District agreed to modified period of request, one year instead of two, waiver not needed for 2005-04.

Local board approval date(s): March 23, 2004

Public hearing held on date(s): March 23, 2004

Bargaining unit(s) consulted on date(s): March 9, 2004  
Name of bargaining unit/representative(s) consulted: SDEA, Terry Pesta; 

CSEA, Kathy Deacon, Dorene Dias, and Frances Fierro; and Police Officers

Association, Jesus Montana 

Position of bargaining unit(s) (choose only one): 

 FORMCHECKBOX 
  Neutral                        FORMCHECKBOX 
  Support                      FORMCHECKBOX 
  Oppose

Comments (if appropriate):

Public hearing advertised by (choose one or more):

 FORMCHECKBOX 
 posting in a newspaper       FORMCHECKBOX 
 posting at each school           FORMCHECKBOX 
 other (specify)
Advisory committee(s) consulted: Board of Education Audit and Finance Committee   
Objections raised (choose one):  FORMCHECKBOX 
  None       FORMCHECKBOX 
  Objections are as follows:

Date(s) consulted: March 11, 2004

	FISCAL ANALYSIS (AS APPROPRIATE)


No direct impact on state finances.

	BACKGROUND INFORMATION


Action Item: Some documentation is available for web viewing. Waiver forms and other hard copy documents are available for viewing at the Waiver Office or State Board Office.   
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