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CALIFORNIA STATE BOARD OF EDUCATION
May 2005 AGENDA
 FORMCHECKBOX 
 General Waiver

	SUBJECT

Request by the San Juan Unified School District (USD) to waive the California Code of Regulations (CCR), Title 5, Section 15443 (specifically the cut point of 400,000 average daily attendance (ADA) to allow San Juan USD to keep a budget reserve of one percent for the fiscal year 2005-06 only.

Waiver Number: 8-3-2005
	 FORMCHECKBOX 
 Action
 FORMCHECKBOX 
 Consent


	RECOMMENDATION


 FORMCHECKBOX 
  Approval   FORMCHECKBOX 
  Approval with conditions   FORMCHECKBOX 
   Denial 

Reason: California Education Code (EC) Section 33051(a)(1), “The educational needs of the pupils are not adequately addressed.”

	SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION


The State Board of Education (SBE) has approved two limited waivers of this type for San Diego Unified School District.  San Diego has also had special legislation, Senate Bill 2023 (Chapter 784, Statutes of 1998) which granted an exception to school districts to lower their reserves from two percent to one percent for five fiscal years (1998-99 to 2002-03) if they maintained an average daily attendance (ADA) of at least 125,000 (only San Diego fit this criteria). 

Although concerned about the San Diego waiver in November 2004, California Department of Education (CDE) staff recommended approval in large part because the San Diego County Superintendent of Schools supported the one-year extension of the reduced reserve requirement.  At the SBE meeting, the district committing to restore its reserve to two percent in 2006-07; that they will not reapply for the waiver.

	SUMMARY OF KEY ISSUES


In an attempt to curtail an increasing number of school districts facing fiscal insolvency, laws have been enacted since the late 1980s that create budget standards and increase fiscal oversight for all local educational agencies (LEAs). One of the standards created is a requirement that LEAs set aside a certain percentage of their budget as a reserve for economic uncertainties. This reserve provides a cushion against unanticipated fiscal needs that may arise, and thereby reduces the risk of insolvency and the associated need to borrow and increase district debt, for example, through a state emergency loan.

More important, meeting the reserve requirement is a criterion the county superintendent of schools evaluates, along with other fiscal criteria, in determining whether to intervene in district fiscal matters, as required in law (AB 1200 statutes).

Failing to meet a reserve requirement has no mandated consequence. However, it strengthens the county superintendent’s justification for intervention.

For fiscal years 2003-04 and 2004-05, Assembly Bill (AB) 1754 (Chapter 227, Statutes of 2003), provided relief from state budget cuts by allowing all school districts to reduce their required reserves by 50 percent. The San Juan USD, thereby, was permitted to reduce its required reserves in 2003-04 and 2004-05 from two percent to one percent.

San Juan USD is requesting to waive CCR, Title 5, Section 15443, which  was adopted by the SBE and sets the reserve requirement percentages for school districts. The district, specifically, requests that it be allowed to reduce its required reserves in 2005-06 from two percent to one percent. According to the San Juan USD, the district needs the waiver in order to maintain less in reserve because its revenues are decreasing due to declining enrollment and they are anticipating additional obligations as a result of other state budget reductions proposed by the Governor for 2005-06.

At the February 28, 2005, San Juan board meeting where this waiver was discussed, the President of the San Juan governing board, Thomaysa Glover, noted that the county superintendent (Dave Gordon) did not support the waiver. A Sacramento Bee news article dated March 2, 2005, titled San Juan Budget Waiver Sought noted the San Juan waiver was approved despite “the objections of the county schools superintendent and San Juan’s own associate superintendent for business services. Both were concerned that reducing such reserves would make San Juan more vulnerable to future downturns.”

In discussing this waiver request, Dr. General Davie stated the multi-year projection for 2005-06 includes a two percent budget reserve and that the district is only seeking a waiver of the reserve requirement in case something extraordinary happens next year, in which case the district would have the option to drop its reserve to one percent.

Staff also notes that the conditions impacting the San Juan USD are not unique to the district. School districts statewide depend on state education funding in the annual Budget Act. Further, the Legislative Analyst’s Office estimates that over 40 percent of the school districts statewide have experienced declining enrollment for both the

2002-03 and 2003-04 fiscal years and will continue to face enrollment concerns in the future.

Staff recommends denial of the waiver because the district should adhere to a fiscally responsible, multi-year plan to address its declining enrollment and provide for the educational needs of its students, under EC 33051(a) (1). A waiver will only prolong the district’s problems. In addition, a waiver will weaken the county superintendent’s justification to intervene if needed and the county superintendent is opposed to the waiver. The financially sound approach is for the district to face its structural deficit on a more urgent and timely basis by either finding new on-going revenue and/or cutting on-going expenditures.

Authority for Waiver:  EC Section 33050

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

Local board approval date(s):   February 28, 2005

Public hearing held on date(s):   February 28, 2005

Bargaining unit(s) consulted on date(s):  February 18, 2005  
Name of bargaining unit/representative(s) consulted:  Tom Alves, SJTA; Joe Roy, CSEA; Alan Daurie, Teamsters; Jim Kurtz, Supervisors

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)

Notice was posted on the district Web site as an agenda item
Advisory committee(s) consulted:  San Juan Facilities/Transportation/Finance Committee  
Objections raised (choose one):  FORMCHECKBOX 
  None    FORMCHECKBOX 
   Objections are as follows:

The Facilities/Transportation/Finance Committee passed a motion urging the district to retain the two percent reserve and not proceed with the waiver request.

Date(s) consulted:  March 1, 2005

	FISCAL ANALYSIS (AS APPROPRIATE)


No statewide fiscal impact.  The district estimates it will implement $3.6 million in program and staffing cuts to bring its reserve to two percent.

	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.
Attachments:

· General Waiver Request (2 pages)

· Attachment 2 (1 page)
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