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	SUBJECT

Appeal from the action of the San Mateo County Committee on School District Organization to approve a transfer of territory from the South San Francisco Unified School District to the San Bruno Park Elementary School District and the San Mateo Union High School District.
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SUMMARY OF THE ISSUE(S)

The San Mateo County Committee on School District Organization (County Committee) took action to approve a petition to transfer territory from the South San Francisco Unified School District (USD) to the San Bruno Park Elementary School District (ESD) and the San Mateo Union High School District (UHSD). The South San Francisco USD appealed the action to the California State Board of Education (SBE). Pursuant to California Education Code (EC) Section 35710.5(c), the SBE “may review the appeal either solely on the administrative record or in conjunction with a public hearing.” The SBE also “may reverse or modify the action of the County Committee in any manner consistent with law.” If the SBE affirms the action of the County Committee, it must set the area in which the local election to approve the territory transfer will be conducted.
RECOMMENDATION

The California Department of Education recommends that the SBE: (1) review the appeal solely on the administrative record, (2) affirm the action of the County Committee to transfer territory from the South San Francisco USD to the San Bruno ESD and the San Mateo UHSD, and (3) establish the election area as the territory proposed for transfer.
BRIEF HISTORY OF KEY ISSUES

In 1959 the San Bruno Park ESD acquired a site to build a new school. This site was located within the South San Francisco USD, but contiguous to the boundary between the two districts. The Carl Sandburg School was built on this site in 1961 and San Bruno Park ESD operated the school until closing it in 1978 due to declining enrollment. The San Bruno Park ESD subsequently leased the school to private operators until 2005 when it sold the property to a developer for a 70-home subdivision (Merimont Subdivision).
Beginning with the 2007–08 school year (when subdivision homes were completed), school-age children residing in the territory attended schools of the San Bruno Park ESD and the San Mateo UHSD. Initially, homeowners in the Merimont Subdivision received property tax statements indicating that their taxes were for the San Bruno Park ESD and the San Mateo UHSD—and students in this area attended schools in those districts. The San Mateo County Assessor subsequently determined that the subdivision was part of the South San Francisco USD (therefore, in the tax rate areas of that district) and changed the county tax rolls accordingly beginning with the 2009–10 tax year. Consequently, parents residing within the Merimont Subdivision must now obtain inter-district transfer agreements in order for their students to attend school in the San Bruno Park ESD and the San Mateo UHSD.

Residents learned in 2011 of the San Mateo County Assessor’s decision to assign the subdivision to the South San Francisco USD and, in 2012, submitted a petition to transfer the subdivision to the San Bruno Park ESD and the San Mateo UHSD. In 2013, the County Committee approved the territory transfer and the South San Francisco USD subsequently appealed the action to the SBE. 

The appeal filed by the South San Francisco USD contains three general concerns:

· The territory transfer does not substantially meet the EC Section 35753(a)(2) community identity condition.

· The territory transfer does not substantially meet the EC Section 35753(a)(9) financial condition.

· The election area should not be limited to the area proposed for transfer.

The CDE agrees with the County Committee that all EC Section 35753(a) conditions are substantially met and finds that the appeal filed by South San Francisco USD discloses no arguable basis for overturning the County Committee’s decision (see Attachment 1 for further information regarding the issues in the appeal and the CDE findings). The CDE recommends that the SBE: (1) review the appeal solely on the administrative record, (2) affirm the action of the County Committee to transfer territory from the South San Francisco USD to the San Bruno ESD and the San Mateo UHSD, and (3) establish the election area as the territory proposed for transfer.
The SBE affirmation of the County Committee action will trigger notification to the San Mateo County Superintendent of Schools, directing her to call a local election to finalize approval of the transfer. The SBE action to reverse the County Committee decision will overturn the locally approved territory transfer, thus maintaining the status quo.
SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION


The SBE has not considered any matters related to this territory transfer proposal.

FISCAL ANALYSIS (AS APPROPRIATE)

If the SBE affirms the County Committee’s action, the San Mateo County Office of Education will incur the cost of the election held in the Merimont Subdivision.

ATTACHMENT(S)

Attachment 1:  Analysis and Recommendations (12 pages)

Review of the Administrative Record
Appeal from a Decision of the 
San Mateo County Committee on School District Organization to 

Approve a Transfer of Territory from the 
South San Francisco Unified School District to the 
San Bruno Park Elementary School District and the 

San Mateo Union High School District

1.0 RECOMMENDATION

The California Department of Education (CDE) recommends that the California State Board of Education (SBE): (1) review the appeal solely on the administrative record, (2) affirm the action of the San Mateo County Committee (County Committee) to transfer territory from the South San Francisco Unified School District (USD) to the San Bruno Elementary School District (ESD) and the San Mateo Union High School District (UHSD), and (3) establish the election area as the territory proposed for transfer.
2.0 BACKGROUND
In 1959 the San Bruno Park ESD acquired a site on which to build a new school. This site was located within the South San Francisco USD, but contiguous to the boundary between the two school districts. The San Bruno Park ESD built the Carl Sandburg School on this site in 1961 and operated the school until closing it in 1978 due to declining enrollment. The San Bruno Park ESD subsequently leased the school to private operators until 2005 when it sold the property to a developer for a 70-home subdivision (Merimont Subdivision).

Beginning with the 2007–08 school year (when subdivision homes were completed), school-age children residing in the territory attended schools of the San Bruno Park ESD and the San Mateo UHSD. Initially, homeowners in the Merimont Subdivision received property tax statements indicating that their taxes were for the San Bruno Park ESD and the San Mateo UHSD—and students in this area attended schools in those districts. The San Mateo County Assessor subsequently determined that the subdivision was part of the South San Francisco USD (therefore, in the tax rate areas of that district) and changed the county tax rolls accordingly beginning with the 2009–10 tax year. Parents residing within the Merimont Subdivision must now obtain inter-district transfer agreements in order for their students to attend school in the San Bruno Park ESD and the San Mateo UHSD.

Residents learned in 2011 of the San Mateo County Assessor’s decision to assign the subdivision to the South San Francisco USD. In 2012, the County Committee received a petition, signed by at least 25 percent of the voters in the Merimont Subdivision
, to transfer that community from the South San Francisco USD to the San Bruno Park ESD and the San Mateo UHSD. The primary reasons for the proposed transfer of territory, as stated by the petitioners, are:

· When residents purchased the newly built homes in the subdivision, they were informed that they were in the San Bruno Park ESD and the San Mateo UHSD.

· Most of the children in the subdivision attend San Bruno Park ESD and have forged friendships and bonds with students and staff of schools in the San Bruno Park ESD.

3.0 ACTIONS OF THE COUNTY COMMITTEE

The County Committee held two public hearings for the proposed transfer of territory—one on November 27, 2012, within the boundaries of the San Bruno Park ESD and one on December 6, 2012, within the boundaries of the South San Francisco USD. The County Committee also considered information from the affected school districts and petitioners at a special meeting held on March 5, 2013. The governing board of the South San Francisco USD opposes the proposed transfer of territory while the San Bruno Park ESD board supports the transfer. The San Mateo UHSD has not taken a formal position. Public comments from 24 community members at the first public hearing and 23 community members at the second hearing all were supportive of the proposed territory transfer. 
Under the California Education Code (EC), the County Committee had the following options after holding the public hearings:

· If the County Committee determined that all nine conditions of EC Section 35753(a) are substantially met, it could approve the petition (though not required to do so), and would then notify the San Mateo County Superintendent of Schools (County Superintendent) to call an election on the proposed transfer (an election is required when an affected district opposes an approved transfer of territory petition).

· The County Committee could disapprove the petition to transfer territory for other concerns even if it determines that all conditions in subdivision (a) of EC Section 35753 have been met.
· If the County Committee determined that all nine conditions of EC Section 35753(a) are not substantially met, it would be required to disapprove the petition to transfer territory.

The County Committee found all nine EC Section 35753(a) conditions substantially met and voted 6-1 to approve the territory transfer. 

Chief petitioners or affected school districts may appeal County Committee actions on territory transfers for issues of noncompliance with the provisions of EC sections 35705, 35706, 35709, 35710, and 35753(a). The South San Francisco USD submitted such an appeal to the County Superintendent. The County Superintendent subsequently transmitted the appeal, along with the complete administrative record of the County Committee action, to the SBE.

4.0 POSITIONS OF AFFECTED SCHOOL DISTRICTS
The governing board of the South San Francisco USD opposes the proposed transfer of territory, the board of the San Bruno Park ESD supports it, and the San Mateo UHSD has not taken a formal position. 
4.1 South San Francisco USD
At public hearings for the proposal, staff for the South San Francisco USD provided the following reasons for district opposition to the transfer:

· The district disagrees that the Merimont Subdivision demonstrates substantial community identity with the San Bruno Park ESD since: (1) there is access to South San Francisco USD schools from the subdivision, (2) elementary schools in both districts are equidistant from the subdivision, (3) San Bruno Park’s ESD middle schools and San Mateo UHSD schools are further from the subdivision then South San Francisco USD schools, and (4) only nine of 21 public school students in the subdivision attend San Bruno Park ESD.

· South San Francisco USD honors all requests for inter-district transfers submitted by residents of the Merimont Subdivision.
· The assessed valuation (AV) of the Merimont Subdivision is approximately one-half of a percent of the AV upon which district’s General Obligation (GO) bond is based. Thus, loss of bond revenue could be as much as $857,500.
· Annual loss of property tax revenue from the Merimont Subdivision would be from $150,000 to $175,000.

· The South San Francisco USD can provide a quality education for students of the Merimont Subdivision. 
4.2 San Bruno Park ESD

The San Bruno Park ESD supports the petition primarily because the residents of the Merimont Subdivision have chosen the San Bruno Park ESD as their school district of preference (two-thirds of students attending public school have requested and received inter-district attendance transfers to attend schools in San Bruno Park ESD) and the transfer would unite the Merimont subdivision with the San Bruno Park ESD. 
5.0 REASONS FOR THE APPEAL
Chief petitioners or school districts, pursuant to EC Section 35710.5, may appeal a County Committee decision on territory transfers for issues of noncompliance with the provisions of EC sections 35705, 35706, 35709, and 35710. 

The appellants (South San Francisco USD) base their appeal on the following:

· The County Committee improperly applied EC Section 35753 criteria, specifically as they relate to the “Community Identity” and “Fiscal Impact” conditions.
· The County Committee improperly limited the voting area to only the 70 homes within the Merimont Subdivision.

· The action of the County Committee is contrary to California’s policy favoring unified school districts.

· The County Committee failed to consider the relative fiscal conditions of the affected districts.

· The County Committee improperly considered the likely outcome of the vote in making its decision.

6.0 CDE RESPONSES TO THE APPEAL
The issues raised by the appellants are discussed below. CDE responses to these issues are included.
6.1 EC Section 35753(a)(2): The districts are each organized on the basis of a substantial community identity.

The petitioners state the following regarding community identity:
· When residents purchased the newly built homes in the subdivision, they were informed that they were in the San Bruno Park ESD and the San Mateo UHSD.

· Most of the children in the subdivision that attend San Bruno Park ESD have forged friendships and bonds with students and staff of schools in the San Bruno Park ESD.

The South San Francisco USD makes the following claims regarding the issue of community identity:
· The district has served 18 students from the Merimont Subdivision since homes in the subdivision were built—thus, the South San Francisco USD has a history of educating students from this area.

· While there is not direct street access from the Merimont Subdivision, there is a walking/fire access path from the subdivision to the closest South San Francisco USD elementary school.

· Of the 21 public school students in the Merimont subdivision (according to 2012–13 data), only nine have elected to obtain inter-district attendance transfers to attend the San Bruno Park ESD—this number does not support the petitioners claims of community identity with the San Bruno Park ESD.

· Although elementary schools in the two districts are equidistant from the Merimont Subdivision, the middle school and high school in the South San Francisco USD are substantially closer to the subdivision than are the intermediate school and the high school in the San Bruno Park ESD and the San Mateo UHSD, respectively.
The South San Francisco USD presented each of the above issues during hearings conducted by the County Committee. Thus, the County Committee took action to find the community identity condition substantially met after review of all the community identity concerns raised in the appeal. 
The CDE, after review of the administrative record, notes the following community identity issues: 
· Local agencies considered the Merimont Subdivision to be part of the San Bruno Park ESD for a number of years, including:

· The City of San Bruno noted the property was part of the San Bruno Park ESD at the time it filed California Environmental Quality Act (CEQA) paperwork.

· The developer of the Merimont Subdivision, in its “Seller’s Information Statement,” identified the San Bruno Park ESD and the San Mateo UHSD as the districts in which the properties were located.
· The San Bruno Park ESD and the San Mateo UHSD filed statements with the California Department of Real Estate affirming that the Merimont Subdivision was served by the schools of those districts.
· The South San Francisco USD did not list the streets of the subdivision in its “Street Directory.”

· The County Assessor (as noted previously) initially placed the subdivision within the San Bruno Park ESD. 
Thus, there is a considerable history of the territory already being considered part of the San Bruno Park ESD.

· Of the 21 public school students in the Merimont Subdivision, 14 have requested and received inter-district transfers. Nine of those 14 attend the San Bruno Park ESD (the other five attend different school districts in the area).
· The South San Francisco USD approves all inter-district transfer requests from the Merimont Subdivision but, as a basic aid district, it does not support the transfer of the property taxes intended to finance education of those students. Conversely, the San Bruno Park ESD, also a basic aid district, accepts inter-district transfer students from the Merimont Subdivision without any new source of revenue to educate these additional students.

· Signatures from residents of 57 of the 70 homes were on the petition to transfer the territory (according to petitioner records, voters in only one home preferred not to sign, while the petitioners did/could not contact residents in the remaining 12 homes).

· Approximately 24 members of the community spoke at each of the two public hearings held by the County Committee. All spoke in favor of the transfer.

Given the above considerations, the CDE supports the finding of the County Committee that the territory transfer will not have substantial negative effects on the community identity of any affected district.
6.2 EC Section 35753(a)(9): The proposed reorganization will continue to promote sound fiscal management and not cause a substantial negative effect on the fiscal status of the proposed district or any existing district affected by the proposed reorganization.
The South San Francisco USD claims that the territory transfer will result in an annual loss of $150,000 to $175,000 in property tax revenue.
 The district is a basic aid and relies heavily on such revenue. However, the transfer of property tax revenue is not a direct result of the transfer of territory from a basic aid district. EC Section 35566 states that “exchanges of property tax revenues between school districts as a result of reorganization shall be determined pursuant to subdivision (i) of the Revenue and Taxation Code” if at least one of the affected districts is a basic aid district. This subdivision provides that the affected governing boards negotiate the exchange in tax revenue, and, if they are unable to do so, the county board of education determines the amount of property tax revenue to be exchanged (if any). 

Thus, exchanges of property tax revenue involving basic aid districts are matters for local consideration and determination. If the affected districts are unable to negotiate a mutually agreeable exchange, the county board of education will determine an exchange that is in the best interests of the districts and all students. Neither the SBE nor the CDE has any role to play in determining this exchange. 
However, even if all property taxes collected from the Merimont Subdivision did accrue to the San Bruno Park ESD and the San Mateo UHSD, the CDE agrees with the County Committee that this loss to the South San Francisco USD would not have a substantial negative effect on the South San Francisco USD. During the 2012–13 fiscal year (the most recent year that data are available), property tax revenue for the South San Francisco USD increased over 30 percent from the previous year while the district educated 83 fewer students and employed 16 fewer teachers. Furthermore, year-end fiscal statements for the district indicate that revenue for South San Francisco USD exceeded expenditures by over $20 million.
 Thus, the South San Francisco USD is a financially healthy district, a fact acknowledged by the district itself in the appeal.
EC Section 41372 requires that a “current expense of education” for each school district be calculated based on information submitted to the CDE by the district.
 That 2012–13 expense per average daily attendance (ADA) for the South San Francisco USD was $7,086. The district, in its appeal, notes that 21 public school students resided in the Merimont Subdivision in the 2012–13. Thus, there is a potential annual expense of educating these students of almost $149,000 for the South San Francisco USD.

The CDE does not see any support for the argument that the potential annual loss of $150,000 to $175,000 in property tax revenue, coupled with the elimination of a potential annual expense of $149,000 to educate students in the Merimont Subdivision, will result in a substantial negative effect on a financially healthy district like the South San Francisco USD.
The South San Francisco USD further argues that the County Committee “failed to consider the relative fiscal condition of the two affected districts,” noting that that South San Francisco USD is in “sound financial health” while the San Bruno Park ESD is in “poor fiscal condition.” The South San Francisco USD provides no data to support the contention that the San Bruno Park ESD is in “poor fiscal condition” other than unsubstantiated public comments by the sole member of the County Committee voting against the territory transfer. 
The CDE does note that the San Bruno Park ESD received a qualified certification
 for the 2012–13 year. However, staff of the San Mateo County Office of Education (County Office) presented substantial fiscal information to the County Committee during the review of the territory transfer appeal and no concerns regarding the fiscal health of the San Bruno Park ESD were raised. The district did not have a qualified certification for the 
2013–14 year—however, the 2014–15 First Interim Financial Report for the San Bruno Park ESD indicates a qualified certification for the current fiscal year. Regardless, the CDE sees no negative effects on the fiscal health of the San Bruno Park ESD due to the territory transfer. 
Given the above considerations, the CDE supports the finding of the County Committee that the proposed transfer of territory will not have substantial negative fiscal effects on any affected school district. The CDE determines that this fiscal condition is substantially met.

6.3 The County Committee improperly limited the voting area to only the 70 homes within the Merimont Subdivision.

Pursuant to EC Section 35756, the SBE must determine the area of election should it uphold the County Committee’s action to approve the transfer of the Merimont Subdivision. Conversely, no election will be held if the SBE overturns the County Committee’s decision. Therefore, upon the filing of an appeal, the action of the County Committee to determine the election area is moot and an appeal from this specific action is not necessary. Factors related to the SBE’s responsibility to determine the election area are discussed in section 7.1 of this attachment.
6.4 The action of the County Committee is contrary to California's policy favoring unified school districts.
The appellant claims that it is the “well-established policy of the State” to favor creation of unified school districts—thus, transferring territory from a unified school district to an elementary (and high) school district would contradict this policy. The appellant also recognizes that this issue is “not strictly within the statutory bases for appeal” and, in this regard, the CDE agrees with the appellant. Regardless, the CDE notes that there is no state policy (well-established or otherwise) to favor the creation of unified school districts—therefore, this is an inaccurate claim.

6.5 The County Committee failed to consider the relative fiscal conditions of the affected districts.

The appellant claims that transferring the territory from a fiscally sound district (South San Francisco USD) to a fiscally unhealthy district (San Bruno Park ESD) does not “promote sound fiscal management.” As noted in section 6.2 of this attachment, the appellant provides no information to support its claim. 

6.6 The County Committee improperly considered the likely outcome of the vote in making its decision.

The appellant claims that the County Committee improperly based its decision not to expand the election to the entire South San Francisco USD based on what the likely outcome of the election would be under such an expansion. As noted in section 6.3 of this attachment, the action of the County Committee to determine the election area is moot once the appeal was filed, since the SBE is required to establish the election area regardless. A discussion of issues related to the SBE establishment of the election area is in section 7.1 of this attachment.
6.7 Summary

The CDE reviewed the appellants’ claims and agrees with the County Committee’s findings that all nine of the threshold conditions contained in EC Section 35753(a) are substantially met. The CDE finds no reason in the appeal, the county administrative record, or in its own analysis of the issues, to overturn the action of the County Committee to approve the transfer of the Merimont Subdivision from the South San Francisco USD to the San Bruno Park ESD and the San Mateo UHSD.

7.0 STAFF RECOMMENDED AMENDMENTS TO THE PETITION
7.1 Election Area

If the SBE upholds the County Committee’s action to approve the territory transfer, it has authority to amend or add certain provisions to the territory transfer proposal. One of the provisions the SBE must add, if it upholds the action of the County Committee by disapproving the appeal, is the area of election.

Determination of the area in which the election for a reorganization proposal will be held is one of the provisions under EC Article 3 (commencing with Section 35730) of Chapter 4 of Part 21 of Division 3 that the SBE may add or amend. EC Section 35710.5(c) also indicates that, following the review of an appeal, if the petition will be sent to an election, the SBE must determine the area of election.

The plans and recommendations to reorganize districts may specify an area of election, but specification of an election area is not required (EC Section 35732). If a plan does not specify the area of election, the statute specifies that “the election shall be held only in the territory proposed for reorganization.” The County Committee specifically approved the election area for the proposed transfer of Merimont Subdivision as the territory proposed for reorganization. The SBE may alter this area, but the alterations must comply with the principles discussed below. 

In establishing the area of election, the CDE and SBE follow the legal precedent set by the California Supreme Court in Board of Supervisors of Sacramento County, et al. v. Local Agency Formation Commission (1992) 3 Cal. 4th 903 (the “LAFCO” decision). LAFCO holds that elections may be confined to within the boundaries of the territory proposed for reorganization (the “default” area), provided there is a rational basis for doing so. LAFCO requires we examine: (1) the public policy reasons for holding a reorganization election within the boundaries specified, and (2) whether there is a genuine difference in the relevant interests of the groups that the election plan creates (in the current reorganization, the analysis examines the interests of voters in the territory to be transferred from the South San Francisco USD, those that will remain in the South San Francisco USD, and those in the districts that would receive the territory—the San Bruno Park ESD and the San Mateo UHSD). 
The reduced voting area must have a fair relationship to a legitimate public purpose. State policy favors procedures that promote orderly school district reorganization statewide in a manner that allows for planned, orderly community-based school systems that adequately address transportation, curriculum, faculty, and administration.
The primary issue (other than the issues of community identity and financial effect, for which the CDE has determined there exists no significant effect on the South San Francisco USD) is the loss of AV for the South San Francisco USD and the resultant increase in the obligations of existing bonded indebtedness to property owners in the remaining territory of the South San Francisco should the Merimont Subdivision transfer be approved. The South San Francisco USD states that the Merimont Subdivision is about one-half of one percent of the AV of the entire district. According to the information provided to the County Committee and in the appeal, the transfer of the Merimont Subdivision could result in a  redistribution (to property owners remaining in the South San Francisco USD) of approximately $850,000 in bond subvention over the 40-year repayment of the district’s bonded indebtedness. This redistribution, in the opinion of the County Office, is negligible; the CDE agrees. 
The South San Francisco USD argues that shifting this financial responsibility to the remaining property owners “is unfair” if the property owners are “disenfranchised when it comes to voting” on the proposed territory transfer. However, voters in the election for the South San Francisco USD bond measure (Measure J, November 2, 2010) were aware of the estimated tax rates that would be levied to fund the bond, as well as factors that could affect future tax rates. The “Tax Rate Statement of Measure J” provided the expected tax rates along with the estimated highest tax rate. The proposed transfer would not cause the tax rate for the remaining property owners in the South San Francisco USD to exceed the estimated highest tax rate. Furthermore, voters were provided no expectation that they had veto authority over these allowed variations in the reported tax rates. The tax rate statement also described factors that could affect the tax rate, including actual future assessed valuation of property in the district. The statement noted that this assessed valuation will depend upon “the amount and value of taxable property” within the district. 
The proposed transfer, in the opinion of the CDE, does not reflect any genuinely different interests between voters in the transfer area and voters in either of the affected school districts. A reduced voting area has a fair relationship to a legitimate public purpose. State policy favors procedures that promote orderly school district reorganization statewide in a manner that allows for planned, orderly, community-based school systems that adequately address transportation, curriculum, faculty, and administration.
Finally, discussion of other judicial activity in this area is warranted. In a case that preceded LAFCO, the California Supreme Court invalidated an SBE reorganization decision that approved an area of election that was limited to the newly unified district. As a result, electors in the entire high school district were entitled to vote (Fullerton Joint Union High School District v. State Board of Education [1982] 32 Cal. 3d 779 [Fullerton]). The Fullerton court applied strict scrutiny and required demonstration of a compelling state interest to justify the exclusion of those portions of the district from which the newly unified district would be formed.

The Fullerton case does not require that the SBE conduct a different analysis than that described above. The LAFCO decision disapproved the Fullerton case, and held that absent invidious discrimination, the rational basis approach to defining the election area applied. In this matter, no discrimination, segregation, or racial impacts are identified. Accordingly, the LAFCO standard and analysis applies.
The CDE agrees with the findings of the County Committee that the transfer of territory would have no significant effect on the voters outside the Merimont Subdivision. Therefore, the CDE recommends that the SBE affirm the action of the County Committee and establish the Merimont Subdivision as the election area.

7.2 Division of Property, Funds, and Obligations

A proposal may include a provision for the division of property and obligations of any district whose territory is being partially included in one or more districts (EC Section 35736). The County Committee included no proposal, thus requiring that existing provisions of the EC apply. The CDE recommends that the SBE similarly allow the division of property and obligations to be guided by existing provisions of the EC, which includes the following:

· The transferred territory will drop any liability for the outstanding bonded indebtedness of the South San Francisco USD and assume its proportionate share of any bonded indebtedness of the San Bruno Park ESD and the San Mateo UHSD (EC Section 35575).

· Any assets and liabilities (other than real property) shall be divided pro rata based on AV (EC Section 35560).
· Disputes arising from any division of property, funds, or obligations shall be resolved by the affected school districts and the county superintendent of schools through a board of arbitrators. The board shall consist of one person appointed by each district and one by the county superintendent of schools. The written findings and determination of the majority of the board of arbitrators is final, binding, and may not be appealed (EC Section 35565).

8.0 RECOMMENDED ACTION

The CDE recommends that the SBE: (1) review the appeal solely on the administrative record, (2) affirm the action of the County Committee to transfer territory from the South San Francisco USD to the San Bruno ESD and the San Mateo UHSD, and (3) establish the election area as the territory proposed for transfer. Affirmation of the County Committee action also includes affirmation of the provisions for division of property, funds, and obligations listed in section 7.2 of this attachment.
� Petition was signed by residents from 57 of the 70 homes in the Merimont Subdivision.


� These property tax values were calculated by the South San Francisco USD for its presentations during local public hearings and for purposes of this appeal. The San Mateo County Controller’s Office estimated that the annual loss of property tax revenue (based on July 1, 2012 values) could be $263,000.


� Source: Educational Data Partnership (Ed-Data)


� Background information and annual reports for the “current expense for education” of school districts are available on the CDE Web page at � HYPERLINK "http://www.cde.ca.gov/ds/fd/ec/currentexpense.asp" �http://www.cde.ca.gov/ds/fd/ec/currentexpense.asp�. 


� A qualified certification is assigned when the district may not meet its financial obligations for the current or two subsequent fiscal years.


� No election would be required if the South San Francisco USD withdraws its opposition to the transfer or the SBE approves a request to waive the election (if such a request is submitted by an affected school district or the San Mateo County Board of Education).
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