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April 7, 2011
Dear Director of Child Development Programs:

Subject: Close-out of Fiscal Year (FY) 2010/11 Contracts with Special Funds

The 2010 Budget Act required the California Department of Education (CDE) to offset Fiscal Year (FY) 2010/11 Child Development apportionments in the amount of $83.1 million with funds maintained in contractors’ center-based reserve accounts. In addition, Assembly Bill 1610 (Chapter 724, Statutes of 2010) amended Education Code, Section 8450, to re-instate a five percent cap on Child Development center-based reserve accounts, effective July 1, 2011. 
The five percent cap is calculated as five percent of the total contract maximum reimbursable amounts (MRAs) contributing to the center-based reserve account. Any funds in excess of the five percent cap are referred to as "Special Funds." These Special Funds are incorporated as part of your FY 2010/11 contract MRA(s) and are calculated as the difference between the center-based reserve account ending balance for FY 2009/10 less the five percent cap. 
Upon close-out of FY 2010/11 center-based contracts with a reserve, contractors will be billed for any funds in excess of the five percent cap. Transfers to reserve accounts at year-end will be allowable up to the five percent cap. Agencies are encouraged to evaluate their projected service earnings in comparison with projected net reimbursable costs and determine if it would be beneficial to increase spending in the current year. As usual, contractors should refer to the funding terms and conditions of their contracts for approval of expenditures and for possible requirements of pre-approval from the Child Development Division.

If you have any questions regarding this subject, please contact your assigned Child Development Fiscal Services fiscal analyst. For contact information, please visit our website at http://www.cde.ca.gov/fg/aa/cd/faad.asp.

Sincerely,

Phyllis A. Savage, Staff Services Manager III

Fiscal and Administrative Services Division
Child Development and Nutrition Fiscal Services

PS:acj
[image: image3.png]TOM TORLAKSON
STATE SUPERINTENDENT OF PUBLIC INSTRUCTION

CALIFORNIA
DEPARTMENT OF
EDUCATION



