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	SUBJECT

Revisions to the Criteria and Standards for Fiscal Stability to Conform to Requirements of the Local Control Funding Formula.
	 FORMCHECKBOX 
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	 FORMCHECKBOX 

	Information

	
	 FORMCHECKBOX 

	Public Hearing


SUMMARY OF THE ISSUE(S)

Assembly Bill 97 (AB 97) (Chapter 47, Statutes of 2013), as amended by Senate Bill 91

(Chapter 49, Statutes of 2013) and by Senate Bill 97 (Chapter 357, Statutes of 2013), enacted the Local Control Funding Formula (LCFF). The LCFF replaces most previous 
K–12 funding streams, including revenue limits and most state categorical programs. 
AB 97 requires that each local educational agency (LEA) adopt a Local Control and Accountability Plan (LCAP). The bill requires the State Superintendent of Public Instruction (SSPI) to convene the criteria and standards committee pursuant to Section 33127 of the Education Code (EC) to modify the criteria and standards to incorporate consideration of the LCAP into the budget review process. EC Section 33127(c) specifies that the SSPI, the Controller, and the Director of Finance shall update the criteria and standards on or before January 1, 2014, to address the LCAP requirements effective for the 2014–15 fiscal year.

The revisions recommended herein by the committee address the changes specifically required by EC 33127(c), plus certain additional changes necessitated by the LCFF to eliminate, replace, or modify criteria relating to the former funding formula, plus minor terminology changes to conform to new accounting standards. The committee did not address any other policy matters or changes to the criteria and standards at this time.

RECOMMENDATION
The California Department of Education (CDE) recommends that the State Board of Education (SBE) adopt the revisions to the criteria and standards shown in Attachment 1. After the revisions are adopted, the criteria and standards will appear as shown in Attachments 2 through 5. The revisions will be incorporated into Title 5 of the California Code of Regulations as shown in Attachment 6. 

BRIEF HISTORY OF KEY ISSUES
In accordance with AB 1200 (Chapter 1213, Statutes of 1991), county superintendents of schools have fiscal oversight responsibility over the school districts in the county and the SSPI has fiscal oversight responsibility over county offices of education. The criteria and standards for fiscal solvency used to develop, review, and assess school district and county office of education budgets and interim reports were originally developed in 1989 through the collaborative effort of an advisory committee that included representatives from a variety of LEA associations and state agencies. The criteria and standards have undergone periodic revisions since then. 

The criteria and standards guide LEAs in developing their budgets and in their periodic self-evaluations of fiscal solvency known as interim reports, and are used by the county superintendent of schools and the SSPI in their monitoring and fiscal oversight roles. 
The criteria and standards are codified in Title 5 of the California Code of Regulations. The complex analytical tools used to apply the criteria and standards are automated within CDE’s standardized account code structure (SACS) financial reporting software which LEAs use to prepare, validate, and submit their budgets and interim reports to their reviewing agencies and to submit their year-end financial data to CDE.
The criteria and standards committee met in September, 2013 and developed the revisions recommended herein. The committee was composed of representatives from the following organizations and agencies:

California Association of School Business Officials

California County Superintendents Educational Services Association

California Federation of Teachers

California School Boards Association

California School Employees Association 

California Teachers Association

Fiscal Crisis and Management Assistance Team

California Department of Finance

California Legislative Analyst’s Office

State Board of Education

California State Controller’s Office

California Department of Education

Also invited but not in attendance were the following organizations and agencies:

Association of California School Administrators

Small School Districts’ Association

	SUMMARY OF PREVIOUS STATE BOARD OF EDUCATION DISCUSSION AND ACTION


The fiscal criteria and standards were originally adopted by the SBE in May 1989 (Chapter 1462, Statutes of 1988). They were revised in 1999, 2000, 2005, and 2008. 

The CDE brought preliminary information about the required revisions relating to the LCFF to the Board in September 2013.
	FISCAL ANALYSIS (AS APPROPRIATE)


Revising the criteria and standards will require a one-time cost to CDE estimated at $20,000 to program the changes in the CDE’s standardized account code structure (SACS) financial reporting software used by LEAs to prepare, validate, and submit their budgets and interim reports to their reviewing agencies and to submit their year-end financial data to CDE. 
	ATTACHMENTS 


Attachment 1:
Summary of Revisions to Criteria and Standards, for SBE adoption (3 Pages) 
Attachment 2:
Criteria and Standards for School District Budgets, after revisions (6 Pages)

Attachment 3:
Criteria and Standards for County Office of Education Budgets, after revisions (6 Pages)

Attachment 4:
Criteria and Standards for School District Interim Reports, after revisions (4 Pages)

Attachment 5:
Criteria and Standards for County Office of Education Interim Reports, after revisions (4 Pages)

Attachment 6:
Proposed Revisions to the California Code of Regulations, Title 5, Education (33 Pages)

SUMMARY OF REVISIONS TO CRITERIA AND STANDARDS
Following is a summary of the revisions to the criteria and standards. There are minor differences in how the criteria and standards are worded for the budget reports compared to the interim reports, and minor differences between the criteria and standards for school districts and the criteria and standards for county offices of education. Substantive revisions are described below. For purposes of this summary, non-substantive revisions are indicated as no change. Attachment 6 illustrates all text changes to Title V of the California Code of Regulations.

	Criterion

	Average Daily Attendance (ADA)
	No change for district criterion. For county office criterion, revised “county-wide other purpose ADA” to “county-wide ADA” to conform to the new funding formula. 

	Enrollment (School Districts Only)
	No change.

	ADA to Enrollment (School Districts Only)
	No change.

	Revenue Limit 

Renamed criterion “Local Control Funding Formula (LCFF) Revenue”
	Changed terminology from “revenue limit” to “LCFF.“

Revised standard for measuring the change in LCFF revenue to take into consideration LCFF gap funding and (for districts only) LCFF economic recovery target payment, in addition to the change in population and the cost-of-living adjustment (COLA).

Added clarification that a district or county office that is at or above its LCFF target receives no gap funding, and instead its LCFF target is increased by COLA, but that such a district or county office's year-over-year revenue increase might be less than the statutory COLA due to local factors and components of the funding formula.

	Salaries and Benefits
	Added acknowledgment that for many districts and county offices, it is likely that the 2014–15 and 2015–16 change from the historical average ratio of unrestricted salaries and benefits to total unrestricted general fund expenditures will exceed the standard because certain revenues that were restricted prior to the LCFF are now unrestricted within the LCFF. 

	Other Revenues and Expenditures
	No change.

	Facilities Maintenance
	Replaced reference to Education Code Section 17584 relating to the former Deferred Maintenance program with reference to whether the LEA is providing adequately to preserve the functionality of its facilities for their normal life in accordance with Education Code sections 52060(d)(1) (for districts) or 52066(d)(1) (for county offices), and 17002(d)(1).

	Deficit Spending
	No change.

	Fund Balance
	No change.

	Reserves
	No change for district criterion. For county office criterion, revised definition of “available reserves” to eliminate reference to the Juvenile Court/County Community Schools and Regional Occupational Centers/Programs.

	Cash Balance (Interim Period Only)
	No change.


	Supplemental Information

	Contingent Liabilities
	No change.

	Use of One-Time Revenues for Ongoing Expenditures
	No change.

	Use of Ongoing Revenues for One-Time Expenditures (Budget Period Only)
	No change.

	Contingent Revenues
	No change.

	Contributions
	No change.

	Long-Term Commitments
	No change.

	Unfunded Liabilities
	No change.

	Status of Labor Agreements
	No change.

	New item: Local Control and   Accountability Plan (LCAP)
	New Item: Confirm that the governing board has adopted an LCAP or an update to the LCAP effective for the budget year. 

	New item: LCAP Expenditures
	New Item: Confirm that the budget includes the expenditures necessary to implement the LCAP or annual update to the LCAP.

	Temporary Interfund Borrowings (Interim Period Only)
	No change.

	Status of Other Funds (Interim Period Only)
	No change.


	Criterion
	Standard

	Deviations from the standards must be explained and may affect the approval of the budget.

	1.
Average Daily Attendance
	Funded average daily attendance (ADA) has not been overestimated in the first prior fiscal year or in two or more of the previous three fiscal years by more than the following percentage levels:

	
	3.0%
	for districts with
	0       to
	300 ADA

	
	2.0%
	for districts with
	301      to
	1,000 ADA

	
	1.0%
	for districts with
	1,001   and
	over ADA

	2.
Enrollment
	Projected enrollment has not been overestimated in the first prior fiscal year or in two or more of the previous three fiscal years by more than the following percentage levels:

	
	3.0%
	for districts with
	0      to
	300 ADA

	
	2.0%
	for districts with
	301      to
	1,000 ADA

	
	1.0%
	for districts with
	1,001   and
	over ADA

	3.
ADA to Enrollment 
	Projected second period ADA to enrollment ratio for any of the budget year or two subsequent fiscal years has not increased from the historical average ratio from the three prior fiscal years by more than one half of one percent. 

	4.
Local Control Funding Formula (LCFF) Revenue
	Projected LCFF revenue for any of the budget year or two subsequent fiscal years has not changed from the prior fiscal year by more than the change in population, plus the district’s gap funding or cost-of-living adjustment (COLA)1 and its economic recovery target payment, plus or minus one percent.

For basic aid districts, projected LCFF revenue has not changed from the prior fiscal year by more than the percent change in property tax revenues plus or minus one percent.

For districts funded by necessary small school formulas, projected LCFF revenue has not changed from the prior fiscal year amount by more than the district’s gap funding or COLA1 and its economic recovery payment, plus or minus one percent.


	Criterion
	Standard

	5.
Salaries and Benefits
	Projected ratio of total unrestricted salaries and benefits to total unrestricted general fund expenditures for any of the budget year or two subsequent fiscal years has not changed from the historical average ratio from the three prior fiscal years by more than the greater of three percent or the district’s required reserves percentage.
It is likely that for many districts the 2014–15 and 2015–16 change from the historical average ratio will exceed the standard because certain revenues that were restricted prior to the LCFF are now unrestricted within the LCFF.


	6.
Other Revenues and Expenditures
	Projected operating revenues (including federal, other state and other local) or expenditures (including books and supplies, and services and other operating), for any of the budget year or two subsequent fiscal years, have not changed from the prior fiscal year amount by more than the percentage change in population and the funded COLA plus or minus ten percent.
For each major object category, changes that exceed the percentage change in population and the funded COLA plus or minus five percent must be explained.

	7.
Facilities Maintenance
	Confirm that the annual contribution for facilities maintenance funding is not less than the amount required pursuant to Education Code Section 17070.75, if applicable, and that the district is providing adequately to preserve the functionality of its facilities for their normal life in accordance with Education Code sections 52060(d)(1) and 17002(d)(1).

	8.
Deficit Spending
	Unrestricted deficit spending (total unrestricted expenditures and other financing uses is greater than total unrestricted revenues and other financing sources) as a percentage of total unrestricted expenditures and other financing uses, has not exceeded one-third of the district’s available reserves2 as a percentage of total expenditures and other financing uses3 in two out of three prior fiscal years.


	9.
Fund Balance
	Budgeted beginning unrestricted general fund balance has not been overestimated for two out of three prior fiscal years by more than the following percentage levels:4

	
	1.7%
	for districts with
	0       to
	300 ADA

	
	1.3%
	for districts with
	301      to
	1,000 ADA

	
	1.0%
	for districts with
	1,001      to
	30,000 ADA

	
	0.7%
	for districts with
	30,001      to
	400,000 ADA

	
	0.3%
	for districts with
	400,001   and
	 over ADA

	10.
Reserves
	Available reserves2 for any of the budget year or two subsequent fiscal years are not less than the following percentages or amounts as applied to total expenditures and other financing uses.3

	
	the greater of 5% or $55,000
	for districts with
	0      to
	300 ADA

	
	the greater of 4% or $55,000
	for districts with
	301      to
	1,000 ADA

	
	3%
	for districts with
	1,001      to
	30,000 ADA

	
	2%
	for districts with
	30,001      to
	400,000 ADA

	
	1%
	for districts with
	400,001   and
	 over ADA



1
Districts that are already at or above their LCFF target funding level as described in Education Code Section 42238.03(d) receive no gap funding. These districts have a COLA applied to their LCFF target, but their year-over-year revenue increase might be less than the statutory COLA due to certain local factors and components of the funding formula.

2
Available reserves are the unrestricted amounts in the Reserve for Economic Uncertainties and the Unassigned/Unappropriated accounts in the General Fund and Special Reserve Fund for Other Than Capital Outlay Projects. Available reserves will be reduced by any negative ending balances in restricted resources in the General Fund.

3
A school district that is the Administrative Unit of a Special Education Local Plan Area may exclude from its expenditures the distribution of funds to its participating members. 

4
Percentage levels equate to a rate of deficit spending which would eliminate recommended reserves for economic uncertainties over a three year period.
	Supplemental Information   
	Provide supplemental information as follows:

	
	Provide methodology and assumptions used to estimate ADA, enrollment, revenues, expenditures, reserves and fund balance, and multiyear commitments (including cost‑of‑living adjustments).

Provide information on additional indicators as requested.

	S1.
Contingent Liabilities
	Identify any known or contingent liabilities from financial or program audits, state compliance reviews, litigation, etc., that may impact the budget.

	S2.
Use of One-time Revenues for Ongoing Expenditures
	Identify any ongoing general fund expenditures in excess of one percent of the total general fund expenditures that are funded with one‑time resources in the budget year, and explain how the one-time resources will be replaced to continue funding the ongoing expenditures in the following fiscal years.

	S3.
Use of Ongoing Revenues for One-time Expenditures
	Identify any large non-recurring general fund expenditures that are funded with ongoing general fund revenues.

	S4.
Contingent Revenues
	Identify projected revenues for the budget year and two subsequent fiscal years that are contingent on reauthorization by the local government, special legislation, or other definitive act (e.g. parcel taxes). If any of these revenues are dedicated for ongoing expenses, explain how the revenues will be replaced or the expenditures reduced.

	S5.
Contributions
	Identify projected contributions from unrestricted resources in the general fund to restricted resources in the general fund for the budget year and two subsequent fiscal years. Provide an explanation if contributions have changed from the prior fiscal year amounts by more than $20,000 and more than ten percent. Explanation should include whether contributions are ongoing or one‑time in nature.

Identify projected transfers to or from the general fund to cover operating deficits in either the general fund or any other fund for the budget year and two subsequent fiscal years. Provide an explanation if transfers have changed from the prior fiscal year amounts by more than $20,000 and more than ten percent. Explanation should include whether transfers are ongoing or one‑time in nature.

Estimate the impact of any capital projects on the general fund operational budget.


	Supplemental Information   
	Provide supplemental information as follows:

	S6.
Long-term Commitments
	Identify all existing and new multiyear commitments1 and their annual required payment for the budget year and two subsequent fiscal years. 
Explain how any increase in annual payments will be funded. Also explain how any decrease to funding sources used to pay long-term commitments will be replaced.

	S7.
Unfunded Liabilities
	Estimate the unfunded liability for post employment benefits other than pensions (OPEB) based on an actuarial valuation, if required, or other method; identify or estimate the annual required contribution; and indicate how the obligation is funded (pay-as-you-go, amortized over a specific period, etc.).

Estimate the unfunded liability for self-insurance programs such as workers’ compensation based on an actuarial valuation, if required, or other method; identify or estimate the required contribution; and indicate how the obligation is funded (level of risk retained, funding approach, etc.).

	S8.
Status of Labor Agreements
	Analyze the status of employee labor agreements.

Identify new labor agreements, as well as new commitments provided as part of previously ratified multiyear agreements; and include all contracts, including all administrator contracts (and including all compensation). For new agreements, indicate the date of the required board meeting.

Compare the increase in new commitments to the projected increase in ongoing revenues and explain how these commitments will be funded in future fiscal years.

If salary and benefit negotiations are not finalized at budget adoption, upon settlement with certificated or classified staff:

· The school district must determine the cost of the settlement, including salaries, benefits, and any other agreements that change costs, and provide the county office of education with an analysis of the cost of the settlement and its impact on the operating budget. 

· The county superintendent shall review the analysis relative to the criteria and standards and may provide written comments to the president of the district governing board and superintendent.


	Supplemental Information   
	Provide supplemental information as follows:

	S9.
Local Control and   Accountability Plan (LCAP)
	Confirm that the school district’s governing board has adopted an LCAP or an update to the LCAP effective for the budget year. 

	S10.
LCAP Expenditures 
	Confirm that the budget includes the expenditures necessary to implement the LCAP or annual update to the LCAP.



1
Include multiyear commitments, multiyear debt agreements, and new programs or contracts that result in long-term obligations.

	Criterion
	Standard

	Deviations from the standards must be explained and may affect the approval of the budget.

	1. 
Average Daily Attendance
	Projected countywide average daily attendance (ADA) has not been overestimated in the first prior fiscal year or in two or more of the previous three fiscal years by more than the following percentage levels:

	
	3.0%
	for counties with
	 Under 
	7,000 ADA

	
	2.0%
	for counties with
	7,000   to
	59,999 ADA

	
	1.0%
	for counties with
	Over
	59,999 ADA

	
	Projected ADA for county operated programs for any of the budget year or two subsequent fiscal years has not increased from the historical average from the three prior fiscal years by more than two percent each year. 

	2. 
Local Control Funding Formula (LCFF) Revenue
	Projected LCFF revenue for any of the budget year or two subsequent fiscal years has not changed from the prior fiscal year by more than the change in population, plus the county office’s gap funding or cost-of-living adjustment (COLA) 1 plus or minus one percent.

For excess property tax counties, projected LCFF revenue has not changed from the prior fiscal year by more than the percent change in property tax revenues plus or minus one percent.

	3. 
Salaries and Benefits
	Projected total salaries and benefits for any of the budget year or two subsequent fiscal years has not changed from the prior fiscal year amount by more than the change in funded COLA plus or minus five percent.

It is likely that for many county offices the 2014–15 and 2015–16 change from the historical average ratio will exceed the standard because certain revenues that were restricted prior to the LCFF are now unrestricted within the LCFF.


	Criterion
	Standard

	4. 
Other Revenues and Expenditures
	Projected operating revenues (including federal, other state and other local) or expenditures (including books and supplies, and services and other operating), for any of the budget year or two subsequent fiscal years, have not changed from the prior fiscal year amount by more than the change in funded COLA plus or minus ten percent.

For each major object category, changes that exceed the percentage change in the funded COLA plus or minus five percent must be explained. 

	5. 
Facilities Maintenance
	Confirm that the annual contribution for facilities maintenance funding is not less than the amount required pursuant to Education Code  Section 17070.75, if applicable, and that the county office is providing adequately to preserve the functionality of its facilities for their normal life in accordance with Education Code sections 52066(d)(1) and 17002(d)(1).

	6. 
Deficit Spending
	Unrestricted deficit spending (total unrestricted expenditures and other financing uses is greater than total unrestricted revenues and other financing sources) as a percentage of total unrestricted expenditures and other financing uses, has not exceeded one-third of the county office’s available reserves2 as a percentage of total expenditures and other financing uses3 in two out of three prior fiscal years.

	7. 
Fund Balance
	Budgeted beginning unrestricted county school service fund balance has not been overestimated for two out of three prior fiscal years by more than the following percentage levels:4

	
	1.7%
	for counties with total expenditures and other financing uses2 of
	Less Than
	$4,895,000

	
	1.3%
	"
	  $4,895,000      to
	$12,235,999

	
	1.0%
	"
	   $12,236,000      to
	$55,064,000

	
	0.7%
	"
	$55,064,000   and                           
	 Over  


	Criterion
	Standard

	8. 
Reserves
	Available reserves2 for any of the budget year or two subsequent fiscal years are not less than the following percentages or amounts5 as applied to total expenditures and other financing uses:3

	
	the greater of 5% or $55,000
	for counties 

with total expenditures and other financing uses of
	Less Than
	$4,895,000

	
	the greater of 4% or $245,000
	"
	$4,895,000     to
	$12,235,999

	
	the greater of 3% or $489,000
	"
	$12,236,000     to
	$55,064,000

	
	the greater of 2% or $1,652,000
	"
	$55,064,000  and
	 Over









1
County offices that are already at or above their LCFF target funding level receive no gap funding. These county offices have a COLA applied to their LCFF target, but their year-over-year revenue increase might be less than the statutory COLA due to certain local factors and components of the funding formula.
2
Available reserves are the unrestricted amounts in the Reserve for Economic Uncertainties and the Unassigned/Unappropriated accounts in the County School Service Fund and Special Reserve Fund for Other Than Capital Outlay Projects. Available reserves will be reduced by any negative ending balances in restricted resources in the County School Service Fund.

3
A county office of education that is the Administrative Unit of a Special Education Local Plan Area may exclude from its expenditures the distribution of funds to its participating members.

4
Percentage levels equate to a rate of deficit spending which would eliminate recommended reserve for economic uncertainties over a three year period.
5
Dollar amounts to be adjusted annually by the prior year statutory cost-of-living adjustment (Education Code Section 2557), rounded to the nearest thousand.
	Supplemental Information
	Provide supplemental information as follows:

	
	Provide methodology and assumptions used to estimate ADA, enrollment, revenues, expenditures, reserves and fund balance, and multiyear commitments (including cost–of-living adjustments).

Provide information on additional indicators as requested.

	S1. 
Contingent Liabilities
	Identify any known or contingent liabilities from financial or program audits, state compliance reviews, litigation, etc., that may impact the budget.

	S2.
Use of One-time Revenues for Ongoing Expenditures
	Identify any ongoing county school service fund expenditures in excess of one percent of the total county school service fund expenditures that are funded with one-time resources in the budget year, and explain how the one-time resources will be replaced to continue funding the ongoing expenditures in the following fiscal years.

	S3.
Use of Ongoing Revenues for One-time Expenditures
	Identify any large non-recurring county school service fund expenditures that are funded with ongoing county school service fund revenues.

	S4.
Contingent Revenues
	Identify projected revenues for the budget year and two subsequent fiscal years that are contingent on reauthorization by the local government, special legislation, or other definitive act (e.g. parcel taxes). If any of these revenues are dedicated for ongoing expenses, explain how the revenues will be replaced or the expenditures reduced.

	S5. 
Contributions
	Identify projected contributions from unrestricted resources in the county school service fund to restricted resources in the county school service fund for the budget year and two subsequent fiscal years. Provide an explanation if contributions have changed from prior fiscal year amounts by more than $20,000 and more than ten percent. Explanation should include whether contributions are ongoing or one-time in nature.

Identify projected transfers to or from the county school service fund to cover operating deficits in either the county school service fund or any other fund for the budget year and two subsequent fiscal years. Provide an explanation if transfers have changed from the prior fiscal year amounts by more than $20,000 and more than ten percent. Explanation should include whether transfers are ongoing or one-time in nature.

Estimate the impact of any capital projects on the county school service fund operational budget.


	Supplemental Information
	Provide supplemental information as follows:

	S6. 
Long-term Commitments
	Identify all existing and new multiyear commitments1 and their annual required payment for the budget year and two subsequent fiscal years. 

Explain how any increase in annual payments will be funded. Also explain how any decrease to funding sources used to pay long-term commitments will be replaced.

	S7. 
Unfunded Liabilities
	Estimate the unfunded liability for post employment benefits other than pensions (OPEB) based on an actuarial valuation, if required, or other method; identify or estimate the annual required contribution; and indicate how the obligation is funded (pay-as-you-go, amortized over a specific period, etc.).

Estimate the unfunded liability for self-insurance programs such as workers’ compensation based on an actuarial valuation, if required, or other method; identify or estimate the required contribution; and indicate how the obligation is funded (level of risk retained, funding approach, etc.).


S8.
Status of Labor Agreements

	
	Analyze the status of labor agreements.

Identify new labor agreements, as well as new commitments provided as part of previously ratified multiyear agreements; and include all contracts, including all administrator contracts (and including all compensation). For new agreements, indicate the date of the required board meeting.

Compare the increase in new commitments to the projected increase in ongoing revenues, and explain how these commitments will be funded in future fiscal years.

If salary and benefit negotiations are not finalized at budget adoption, upon settlement with certificated or classified staff:

The county office of education must determine the cost of the settlement, including salaries, benefits, and any other agreements that change costs, and provide the California Department of Education (CDE) with an analysis of the cost of the settlement and its impact on the operating budget. 

The CDE shall review the analysis relative to the criteria and standards, and may provide written comments to the president of the governing board and the county superintendent of schools.


	Supplemental Information
	Provide supplemental information as follows:

	S9.
Local Control and   Accountability Plan (LCAP)
	Confirm that the county office’s governing board has adopted an LCAP or approved an update to the LCAP effective for the budget year. 



	S10.
LCAP Expenditures
	Confirm that the budget includes the expenditures necessary to implement the LCAP or annual update to the LCAP. 









1
Include multiyear commitments, multiyear debt agreements, and new programs or contracts that result in long-term obligations.
	Criterion
	Standard

	Deviations from the standards must be explained and may affect your interim certification.

	
	A qualified certification indicates that, based on current projections the school district may not meet its financial obligations for the current fiscal year or two subsequent fiscal years.

A negative certification indicates that, based on current projections, the school district will be unable to meet its financial obligations for the remainder of the current fiscal year or subsequent fiscal year.

	1. 
Fund and Cash Balances
	Projected general fund balances will be positive at the end of the current fiscal year and two subsequent fiscal years and the projected general fund cash balance will be positive at the end of the current fiscal year.

	2.
Reserves
	Available reserves1 for any of the current fiscal year or two subsequent fiscal years are not less than the following percentages or amounts2 as applied to total expenditures and other financing uses3:

	
	the greater of 5% or $55,000
	for districts with 
	0    to
	300 ADA

	
	the greater of 4% or $55,000
	for districts with
	301    to
	1,000 ADA

	
	3%
	for districts with 
	1,001    to
	30,000 ADA

	
	2%
	for districts with
	30,001    to
	400,000 ADA

	
	1%
	for districts with 
	400,001 and 
	over ADA

	3. 
Deficit Spending
	Unrestricted deficit spending (total unrestricted expenditures and other financing uses is greater than total unrestricted revenues and other financing sources) as a percentage of total unrestricted expenditures and other financing uses, has not exceeded one-third of the district’s available reserves1 as a percentage of total expenditures and other financing uses3 in any of the current fiscal year or two subsequent fiscal years.

	4. 
Average Daily Attendance
	Funded average daily attendance (ADA) for any of the current fiscal year or two subsequent fiscal years has not changed by more than two percent since budget adoption4.

	5. 
Enrollment 
	Projected enrollment for any of the current fiscal year or two subsequent fiscal years has not changed by more than two percent since budget adoption4.

	6. 
ADA to Enrollment 
	Projected second period ADA to enrollment ratio for any of the current fiscal year or two subsequent fiscal years has not increased from the historical average ratio from the three prior fiscal years by more than one half of one percent. 

	Criterion
	Standard

	7.
Local Control Funding Formula (LCFF) Revenue
	Projected LCFF revenue for any of the current fiscal year or two subsequent fiscal years, has not changed by more than two percent since budget adoption4.

	8. 
Salaries and Benefits
	Projected ratio of total unrestricted salaries and benefits to total unrestricted general fund expenditures for any of the current fiscal year or two subsequent fiscal years has not changed from the historical average ratio from the three prior fiscal years by more than the greater of three percent or the district’s required reserves percentage.
It is likely that for many districts, the 2014–15 and 2015–16 change from the historical average ratio will exceed the standard because certain revenues that were restricted prior to the LCFF are now unrestricted within the LCFF.

	9. 
Other Revenues and Expenditures
	Projected operating revenues (including federal, other state and other local) or expenditures (including books and supplies, and services and other operating), for any of the current fiscal year or two subsequent fiscal years, have not changed by more than five percent since budget adoption4.
Changes that exceed five percent in any major object category must be explained.

	10. 
Facilities Maintenance

	Identify changes that have occurred since budget adoption4 in the projected contributions for facilities maintenance funding as required pursuant to Education Code  Section 17070.75, or in how the district is providing to preserve the functionality of its facilities for their normal life in accordance with Education Code sections 52060(d)(1) and 17002(d)(1).



1
Available reserves are the unrestricted amounts in the Reserve for Economic Uncertainties and the Unassigned/Unappropriated accounts in the General Fund and the Special Reserve Fund for Other Than Capital Outlay Projects. Available reserves will be reduced by any negative ending balances in restricted resources in the General Fund.

2
Dollar amounts to be adjusted annually by the prior year statutory cost-of-living adjustment (Education Code Section 42238), rounded to the nearest thousand.

3
A school district that is the Administrative Unit of a Special Education Local Plan Area may exclude from its expenditures the distribution of funds to its participating members.

4
First interim reports will be compared to adopted budgets. Second interim reports will be compared to first interim projections.

	Supplemental Information
	Provide supplemental information as follows:

	
	Provide methodology and assumptions used to estimate ADA, Enrollment, Revenues, Expenditures, Reserves and Fund Balance, and Multiyear Commitments (including cost‑of‑living adjustments).

Provide information on additional indicators as requested.

	S1. 
Contingent Liabilities
	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.

	S2. 
Use of One-Time Revenues for Ongoing Expenditures
	Projected use of one-time revenues for ongoing general fund expenditures has not changed by more than five percent since budget adoption
.

	S3. 
Contingent Revenues
	Identify projected revenues for the current fiscal year and two subsequent fiscal years that are contingent on reauthorization by the local government, special legislation, or other definitive act (e.g. parcel taxes). If any of these revenues are dedicated for ongoing expenses, explain how the revenues will be replaced or the expenditures reduced.

	S4. 
Contributions
	Identify projected contributions from unrestricted resources in the general fund to restricted resources in the general fund for the current fiscal year and two subsequent fiscal years. Provide an explanation if contributions have changed by more than $20,000 and more than five percent since budget adoption1.

Identify projected transfers to or from the general fund to cover operating deficits in either the general fund or any other fund for the current fiscal year and two subsequent fiscal years. Provide an explanation if transfers have changed by more than $20,000 and more than five percent since budget adoption1.

Identify capital project cost overruns that have occurred since budget adoption1 that may impact the general fund budget.

	S5.
Long-Term Commitments
	Identify all existing and new multiyear commitments2 and their annual required payment for the current fiscal year and two subsequent fiscal years.

Explain how any increase in annual payments will be funded. Also explain how any decrease to funding sources used to pay long-term commitments will be replaced.



	Supplemental Information
	Provide supplemental information as follows:

	S6.
Unfunded Liabilities
	Identify any changes in estimates for unfunded liabilities since budget adoption1, and indicate whether the changes are the result of a new actuarial valuation.

	S7.
Temporary Interfund Borrowings
	Identify projected temporary borrowings between funds (refer to Education Code Section 42603).

	S8.
Status of Labor Agreements
	Analyze the status of employee labor agreements.

Identify new labor agreements that have been ratified since budget adoption1, as well as new commitments provided as part of previously ratified multiyear agreements; and include all contracts, including all administrator contracts (and including all compensation). For new agreements, indicate the date of the required board meeting.

Compare the increase in new commitments to the projected increase in ongoing revenues and explain how these commitments will be funded in future fiscal years.
If salary and benefit negotiations are not finalized, upon settlement with certificated or classified staff:
· The school district must determine the cost of the settlement, including salaries, benefits, and any other agreements that change costs and provide the county office of education with an analysis of the cost of the settlement and its impact on the operating budget. 
· The county superintendent shall review the analysis relative to the criteria and standards and may provide written comments to the president of the district governing board and the district superintendent.

	S9. 
Status of Other Funds
	Analyze the status of other funds that may have negative fund balances at the end of the current fiscal year. If any other fund has a projected negative fund balance, prepare an interim report and multiyear projection for that fund. Explain plans for how and when the negative fund balance will be addressed. 



1
First interim reports will be compared to adopted budget. Second interim reports will be compared to first interim projections.

2
Include multiyear commitments, multiyear debt agreements, and new programs or contracts that result in 
long-term obligations.

	Criterion
	Standard

	Deviations from the standards must be explained, and may affect your interim certification.

	
	A qualified certification indicates that, based on current projections, the county office of education may not meet its financial obligations for the current fiscal year or two subsequent fiscal years.

A negative certification indicates that, based on current projections, the county office of education will be unable to meet its financial obligations for the remainder of the current fiscal year or subsequent fiscal year.

	1. 
Fund and Cash Balances
	Projected county school service fund (CSSF) balances will be positive at the end of the current fiscal year and two subsequent fiscal years and the projected CSSF cash balance will be positive at the end of the current fiscal year.

	2. 
Reserves
	Available reserves1 for any of the current fiscal year or two subsequent fiscal years are not less than the following percentages or amounts3 as applied to total expenditures and other financing uses2:

	
	the greater of 5% or $55,000
	for counties with total expenditures and other financing uses of
	Less Than
	$4,895,000

	
	the greater of 4% or $245,000
	"
	$4,895,000     to 
	$12,235,999

	
	the greater of 3% or $489,000
	"
	$12,236,000     to
	$55,064,000

	
	the greater of 2% or $1,652,000
	"
	$55,064,000  and     
	    Over


	3. 
Deficit Spending
	Unrestricted deficit spending (total unrestricted expenditures and other financing uses is greater than total unrestricted revenues and other financing sources) as a percentage of total unrestricted expenditures and other financing uses, has not exceeded one-third of the county office’s available reserves1 as a percentage of total expenditures and other financing uses2 in any of the current fiscal year or two subsequent fiscal years.

	4. 
Average Daily Attendance
	Projected countywide average daily attendance (ADA) has not changed for any of the current fiscal year or two subsequent fiscal years by more than two percent since budget adoption4.

Projected ADA for county operated programs has not changed for any of the current fiscal year or two subsequent fiscal years by more than two percent since budget adoption4.

	Criterion
	Standard

	5.
Local Control Funding Formula (LCFF) Revenue
	Projected LCFF revenue, for any of the current fiscal year or two subsequent fiscal years, has not changed by more than two percent since budget adoption4.

	  6 
Salaries and Benefits
	Projected total salaries and benefits for any of the current fiscal year or two subsequent fiscal years has not changed by more than five percent since budget adoption4.

	  7. 
Other Revenues and Expenditures
	Projected operating revenues (including federal, other state, and other local) or expenditures (including books and supplies, and services and other operating) for any of the current fiscal year or two subsequent fiscal years have not changed by more than five percent since budget adoption4.
Changes that exceed five percent in any major object category must be explained.

	  8.
Facilities Maintenance

	Identify changes that have occurred since budget adoption4 in the projected contributions for facilities maintenance funding as required pursuant to Education Code Section 17070.75, or in how the county office is providing adequately to preserve the functionality of its facilities for their normal life in accordance with Education Code sections 52066(d)(1) and 17002(d)(1). 


1
Available reserves are the unrestricted amounts in the Reserve for Economic Uncertainties and the Unassigned/Unappropriated accounts in the County School Service Fund and the Special Reserve Fund for Other Than Capital Outlay Projects. Available reserves will be reduced by any negative ending balances in restricted resources in the County School Service Fund.

2
A county office of education that is the Administrative Unit of a Special Education Local Plan Area may exclude from its expenditures the distribution of funds to its participating members.

3
Dollar amounts to be adjusted annually by the prior year statutory cost-of-living adjustment (Education Code Section 2557), rounded to the nearest thousand.

4
First interim reports will be compared to adopted budgets. Second interim reports will be compared to first interim projections.

	Supplemental Information
	Provide supplemental information as follows:

	
	Provide methodology and assumptions used to estimate ADA, enrollment, revenues, expenditures, reserves and fund balance, and multiyear commitments (including cost-of-living adjustments).

Provide information on additional indicators as requested.

	S1.
Contingent Liabilities
	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.

	S2.
Use of One-Time Revenues for Ongoing Expenditures
	Projected use of one-time revenues for ongoing CSSF expenditures has not changed by more than five percent since budget adoption1.

	S3.
Contingent Revenues
	Identify projected revenues for the current fiscal year and two subsequent fiscal years that are contingent on reauthorization by the local government, special legislation, or other definitive act (e.g. parcel taxes). If any of these revenues are dedicated for ongoing expenses, explain how the revenues will be replaced or the expenditures reduced.

	S4. 
Contributions
	Identify projected contributions from unrestricted resources in the CSSF to restricted resources in the CSSF for the current fiscal year and two subsequent fiscal years. Provide an explanation if contributions have changed by more than $20,000 and more than five percent since budget adoption1.

Identify projected transfers to or from the CSSF to cover operating deficits in either the CSSF or any other fund for the current fiscal year and two subsequent fiscal years. Provide an explanation if transfers have changed by more than $20,000 and more than five percent since budget adoption1.

Identify capital project cost overruns that have occurred since budget adoption1 that may impact the CSSF budget.

	S5.
Long-Term Commitments
	Identify all existing and new multiyear commitments2 and their annual required payment for the current fiscal year and two subsequent fiscal years.
Explain how any increase in annual payments will be funded. Also explain how any decrease to funding sources used to pay long-term commitments will be replaced.


	Supplemental Information
	Provide supplemental information as follows:

	S6.
Unfunded Liabilities
	Identify any changes in estimates for unfunded liabilities since budget adoption1, and indicate whether the changes are the result of a new actuarial valuation.

	S7.
Temporary Interfund Borrowings
	Identify projected temporary borrowings between funds (refer to Education Code Section 42603).

	S8.
Status of Labor Agreements
	Analyze the status of employee labor agreements.
Identify new labor agreements that have been ratified since budget adoption2, as well as new commitments provided as part of previously ratified multiyear agreements; and include all contracts, including all administrator contracts (and including all compensation). For new agreements, indicate the date of the required board meeting.

Compare the increase in new commitments to the projected increase in ongoing revenues, and explain how these commitments will be funded in future fiscal years.
If salary and benefit negotiations are not finalized, upon settlement with the certificated or classified staff:
· The county office of education must determine the cost of the settlement, including salaries, benefits, and any other agreements that change costs, and provide the California Department of Education (CDE) with an analysis of the cost of the settlement and its impact on the operating budget. 
· The CDE shall review the analysis relative to the criteria and standards, and may provide written comments to the president of the governing board and the county superintendent of schools.

	S9.
Status of Other Funds
	Analyze the status of other funds that may have negative fund balances at the end of the current fiscal year. If any other fund has a projected negative fund balance, prepare an interim report and multiyear projection for that fund. Explain plans for how and when the negative fund balance will be addressed. 


1
First interim reports will be compared to adopted budgets. Second interim reports will be compared to first interim projections.
2
Include multiyear commitments, multiyear debt agreements, and new programs or contracts that result in long-term obligations.
Title 5, Education 

Division 1, California Department of Education

Chapter 14. School Finance

Subchapter 8. Criteria and Standards for School District Budgets and Interim Reports

Article 1. Budget Review.
§ 15440. General.

(a) School districts shall use the following criteria and standards (beginning with section 15441) and supplemental information (beginning with section 15452) in the development of their annual budgets. The county superintendent of schools will review the school district's budget to determine whether it complies with the criteria and standards. 

(b) The budget review includes an analysis of ten criteria, with standards, and additional information about the status of the budget. The ten criteria are average daily attendance (ADA), enrollment, ADA to enrollment, revenue limit local control funding formula (LCFF) revenue, salaries and benefits, other revenues and expenditures, facilities maintenance, deficit spending, fund balance, and reserves. School district budgets are measured against the standards for each of these criteria. In addition to the criteria and standards, the review must identify additional information regarding contingent liabilities, use of one-time revenues for ongoing expenditures, use of ongoing revenues for one-time expenditures, contingent revenues, contributions, long-term commitments, unfunded liabilities, and the status of labor agreements, local control and accountability plan (LCAP), and LCAP expenditures. Deviations from the standards must be explained, and may affect the approval of the budget. 

Note: Authority cited: Sections 33127 and 33129, Education Code. Reference: Sections Section 33128 and 52060, Education Code. 

§ 15441. Average Daily Attendance (ADA).


Funded ADA has not been overestimated in the first prior fiscal year or in two or more of the previous three fiscal years by more than the following percentage levels: 

3% for districts with 0–300 ADA

2% for districts with 301–1,000 ADA

1% for districts with 1,001 and over ADA

Note: Authority cited: Sections 33127 and 33129, Education Code. Reference: Section 33128, Education Code. 

§ 15442. Enrollment.

Projected enrollment has not been overestimated in the first prior fiscal year or in two or more of the previous three fiscal years by more than the following percentage levels: 

3% for districts with 0–300 ADA

2% for districts with 301–1,000 ADA

1% for districts with 1,001 and over ADA

Note: Authority cited: Sections 33127 and 33129, Education Code. Reference: Section 33128, Education Code. 

§ 15443. Average Daily Attendance to Enrollment.


Projected second period ADA to enrollment ratio for any of the budget year or two subsequent fiscal years has not increased from the historical average ratio from the three prior fiscal years by more than one half of one percent. 

Note: Authority cited: Sections 33127 and 33129, Education Code. Reference: Section 33128, Education Code. 

§ 15444. Revenue Limit Local Control Funding Formula (LCFF) Revenue.

(a) Projected revenue limit LCFF revenue for any of the budget year or two subsequent fiscal years has not changed from the prior fiscal year by more than the change in population, plus the district’s gap funding or  and the funded cost-of-living  adjustment (COLA) and its economic recovery target payment, plus or minus one percent. 
(b) For basic aid districts, projected revenue limit LCFF revenue has not changed from the prior fiscal year by more than the percent change in property tax revenues plus or minus one percent. 

(c) For districts funded by necessary small school formulas, projected revenue limit LCFF revenue has not changed from the prior fiscal year amount by more than the district’s gap funding or funded cost-of-living adjustment COLA and its economic recovery payment, plus or minus one percent. 

(d) For the purposes of this section, districts that are already at or above their LCFF target funding level as described in Education Code Section 42238.03(d) receive no gap funding. These districts have a COLA applied to their LCFF target, but their year-over-year revenue increase might be less than the statutory COLA due to certain local factors and components of the funding formula. 
Note: Authority cited: Sections 33127 and 33129, Education Code. Reference: Section Sections 33128 and 42238.03, Education Code. 

§ 15445. Salaries and Benefits.


Projected ratio of total unrestricted salaries and benefits to total unrestricted general fund expenditures for any of the budget year or two subsequent fiscal years has not changed from the historical average ratio from the three prior fiscal years by more than the greater of three percent or the district's required reserves percentage. 
For purposes of this section, it is likely that for many districts the 2014–15 and 2015–16 change from the historical average ratio will exceed the standard because certain revenues that were restricted prior to the LCFF are now unrestricted within the LCFF.

Note: Authority cited: Sections 33127 and 33129, Education Code. Reference: Section 33128, Education Code. 

§ 15446. Other Revenues and Expenditures.

Projected operating revenues (including federal, other state and other local) or expenditures (including books and supplies, and services and other operating) for any of the budget year or two subsequent fiscal years, have not changed from the prior fiscal year amount by more than the percentage change in population and the funded cost-of-living adjustment plus or minus ten percent. 

For each major object category, changes that exceed the percentage change in population and the funded cost-of-living-adjustment plus or minus five percent must be explained. 

Note: Authority cited: Sections 33127 and 33129, Education Code. Reference: Section 33128, Education Code. 

§ 15447. Facilities Maintenance.



Confirm that the annual contribution for facilities maintenance funding is not less than the amounts amount required pursuant to Education Code sections Section 17584 and 17070.75, if applicable, and that the district is providing adequately to preserve the functionality of its facilities for their normal life in accordance with Education Code sections 52060(d)(1) and 17002(d)(1).

Note: Authority cited: Sections 33127 and 33129, Education Code. Reference: Sections 17002, 17070.75, 17584, and 33128, and 52060, Education Code.

§ 15448. Deficit Spending.

(a) Unrestricted deficit spending (total unrestricted expenditures and other financing uses is greater than total unrestricted revenues and other financing sources) as a percentage of total unrestricted expenditures and other financing uses, has not exceeded one-third of the district's available reserves as a percentage of total expenditures and other financing uses in two out of three prior fiscal years. 

(b) For purposes of this section, available reserves are the unrestricted reserves amounts in the Designated Reserve for Economic Uncertainties and the Undesignated Unassigned/Unappropriated accounts in the General Fund and the Special Reserve Fund for Other Than Capital Outlay Projects. Available reserves will be reduced by any negative ending balances in restricted resources in the General Fund. 

(c) For purposes of this section, a school district that serves as the Administrative Unit (AU) of a Special Education Local Plan Area (SELPA) may exclude from its expenditures the distribution of funds to its participating members. 

Note: Authority cited: Sections 33127 and 33129, Education Code. Reference: Section 33128, Education Code. 

§ 15449. Fund Balance.
(a) Budgeted beginning unrestricted general fund balance has not been overestimated for two out of three prior fiscal years by more than the following percentage levels: 

1.7% for districts with 0–300 ADA 

1.3% for districts with 301–1,000 ADA

1.0% for districts with 1,001–30,000 ADA

0.7% for districts with 30,001–400,000 ADA

0.3% for districts with 400,001 and over ADA

(b) For purposes of this section, the percentage levels equate to a rate of deficit spending which would eliminate recommended reserves for economic uncertainties over a three year period. 

Note: Authority cited: Sections 33127 and 33129, Education Code. Reference: Section 33128, Education Code.

§ 15450. Reserves.



(a) Available reserves for any of the budget year or two subsequent fiscal years are not less than the following percentages or amounts as applied to total expenditures and other financing uses:




the greater of 5% or $55,000 for districts with 0–300 ADA



the greater of 4% or $55,000 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



(b) For purposes of this section, the following shall apply:




(1) Available reserves are the unrestricted reserves amounts in the Designated Reserve for Economic Uncertainties and the Undesignated Unassigned/Unappropriated accounts in the General Fund and the Special Reserve Fund for Other Than Capital Outlay Projects. Available reserves will be reduced by any negative ending balances in restricted resources in the General Fund.



(2) A school district that serves as the AU of a SELPA may exclude from its expenditures the distribution of funds to its participating members.




(3) The dollar amounts are to be adjusted annually by the prior year statutory cost-of-living adjustment (Education Code section 42238), rounded to the nearest thousand. 
Note: Authority cited: Sections 33127 and 33129, Education Code. Reference: Sections 33128 and 42238, Education Code.

§ 15451. Supplemental Information.


(a) School districts shall provide supplemental information in the following general areas: 

(1) Provide the methodology and assumptions used to estimate ADA, enrollment, revenues, expenditures, reserves and fund balance, and multiyear commitments (including cost-of-living adjustments).

(2) Provide information on additional indicators as requested.

(b) School districts shall provide supplemental information in the following specific areas: 

(1) Contingent Liabilities. Identify any known or contingent liabilities from financial or program audits, state compliance reviews, litigation, etc., that may impact the budget.

(2) Use of One-time Revenues for Ongoing Expenditures. Identify any ongoing general fund expenditures in excess of one percent of the total general fund expenditures that are funded with one-time resources in the budget year, and explain how the one-time resources will be replaced to continue funding the ongoing expenditures in the following fiscal years.

(3) Use of Ongoing Revenues for One-time Expenditures. Identify any large nonrecurring general fund expenditures that are funded with ongoing general fund revenues.

(4) Contingent Revenues. Identify projected revenues for the budget year and two subsequent fiscal years that are contingent on reauthorization by the local government, special legislation, or other definitive act (e.g. parcel taxes). If any of these revenues are dedicated for ongoing expenses, explain how the revenues will be replaced or the expenditures reduced.

(5) Contributions. Provide information regarding contributions as follows:

(A) Identify projected contributions from unrestricted resources in the general fund to restricted resources in the general fund for the budget year and two subsequent fiscal years. Provide an explanation if contributions have changed from the prior fiscal year amounts by more than $20,000 and more than ten percent. An explanation should include whether contributions are ongoing or one-time in nature. 

(B) Identify projected transfers to or from the general fund to cover operating deficits in either the general fund or any other fund for the budget year and two subsequent fiscal years. Provide an explanation if transfers have changed from the prior fiscal year amounts by more than $20,000 and more than ten percent. An explanation should include whether transfers are ongoing or one-time in nature. 

(C) Estimate the impact of any capital projects on the general fund operational budget. 

(6) Long-term Commitments. Provide information regarding long-term commitments as follows:

(A) Identify all existing and new multiyear commitments (include multiyear commitments, multiyear debt agreements, and new programs or contracts that result in long-term obligations) and their annual required payment for the budget year and two subsequent fiscal years. 

(B) Explain how any increase in annual payments will be funded. Also explain how any decrease to funding sources used to pay long-term commitments will be replaced. 

(7) Unfunded Liabilities. Provide information regarding unfunded liabilities as follows:

(A) Estimate the unfunded liability for post employment benefits other than pensions (OPEB) based on an actuarial valuation, if required, or other method; identify or estimate the annual required contribution; and indicate how the obligation is funded (pay-as-you-go, amortized over a specific period, etc.). 

(B) Estimate the unfunded liability for self-insurance programs such as workers' compensation based on an actuarial valuation, if required, or other method; identify or estimate the required contribution; and indicate how the obligation is funded (level of risk retained, funding approach, etc). 

(8) Status of Labor Agreements. Analyze the status of employee labor agreements, including the following:

(A) Identify new labor agreements, as well as new commitments provided as part of previously ratified multiyear agreements; and include all contracts, including all administrator contracts (and including all compensation). For new agreements, indicate the date of the required board meeting. 

(B) Compare the increase in new commitments to the projected increase in ongoing revenues, and explain how these commitments will be funded in future fiscal years. 

(C) If salary and benefit negotiations are not finalized at budget adoption, upon settlement with certificated or classified staff: 

1. The school district must determine the cost of the settlement, including salaries, benefits, and any other agreements that change costs, and provide the county office of education with an analysis of the cost of the settlement and its impact on the operating budget.

2. The county superintendent of schools shall review the analysis relative to the criteria and standards, and may provide written comments to the president of the district governing board and superintendent.
(9) Local Control and Accountability Plan (LCAP). Confirm that the school district’s governing board has adopted an LCAP or an update to the LCAP effective for the budget year. 

(10) LCAP Expenditures. Confirm that the budget includes the expenditures necessary to implement the LCAP or annual update to the LCAP.

Note: Authority cited: Sections 33127 and 33129, Education Code. Reference: Section Sections 33128, 42127, and 52060, Education Code; and Sections 3540.2 and 3547.5, Government Code. 
Article 2. Interim Report Review

§ 15453. General.


(a) School districts shall conduct a review of their budgets at Interim Report time in accordance with the following criteria and standards (beginning with section 15454) and supplemental information (beginning with section 15464). The county superintendent of schools will review the school district's Interim Report using the criteria and standards. 

(b) The school district superintendent shall submit two interim reports to its governing board during each fiscal year. Both interim reports shall be approved by the district's governing board along with a certification on whether their school district is able to meet its financial obligations for the remainder of the fiscal year and, based on current forecasts, for the two subsequent fiscal years. The certification shall be based on the governing board's assessment and the criteria and standards. The certification shall be classified as positive, qualified, or negative. 

(1) A positive certification indicates that, based on current projections the school district will meet its financial obligations for the current fiscal year and two subsequent fiscal years.

(2) A qualified certification indicates that, based on current projections the school district may not meet its financial obligations for the current fiscal year or two subsequent fiscal years.

(3) A negative certification indicates that, based on current projections the school district will be unable to meet its financial obligations for the remainder of the current fiscal year or the subsequent fiscal year.

(c) The review includes an analysis of ten criteria, with standards, and supplemental information about the status of the budget at Interim Report time. The ten criteria are fund and cash balances, reserves, deficit spending, ADA, enrollment, ADA to enrollment, revenue limit LCFF revenue, salaries and benefits, other revenues and expenditures, and facilities maintenance. Each of these criteria has a standard by which it is measured. In addition to the criteria and standards, the review must identify additional information regarding contingent liabilities, use of one-time revenues for ongoing expenditures, contingent revenues, contributions, long-term commitments, unfunded liabilities, temporary interfund borrowings, status of labor agreements, and the status of other funds. Deviations from the standards must be explained, and may affect the interim certification. 

Note: Authority cited: Sections 33127, 33129, and 42131, Education Code. Reference: Section 33128, Education Code. 

§ 15454. Fund and Cash Balances.


Projected general fund balances will be positive at the end of the current fiscal year and two subsequent fiscal years and the projected general fund cash balance will be positive at the end of the current fiscal year. 

Note: Authority cited: Sections 33127, 33129, and 42131, Education Code. Reference: Section 33128, Education Code. 

§ 15455. Reserves. 

(a) Available reserves for any of the current fiscal year or two subsequent fiscal years are not less than the following percentages or amounts as applied to total expenditures and other financing uses:
the greater of 5% or $55,000 for districts with 0–300 ADA
     the greater of 4% or $55,000 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


(b) For purposes of this section, the following shall apply:




(1) Available reserves are the unrestricted reserves amounts in the Designated Reserve for Economic Uncertainties and the Undesignated Unassigned/Unappropriated accounts in the General Fund and the Special Reserve Fund for Other Than Capital Outlay Projects. Available reserves will be reduced by any negative ending balances in restricted resources in the General Fund.



(2) A school district that serves as the AU of a SELPA may exclude from its expenditures the distribution of funds to its participating members.




(3) The dollar amounts are to be adjusted annually by the prior year statutory cost-of-living adjustment (Education Code section 42238), rounded to the nearest thousand. 
Note: Authority cited: Sections 33127, 33128, 33129, and 33131, Education Code. Reference: Sections 33128 and 42238, Education Code.

§ 15456. Deficit Spending.



(a) Unrestricted deficit spending (total unrestricted expenditures and other financing uses is greater than total unrestricted revenues and other financing sources) as a percentage of total unrestricted expenditures and other financing uses, has not exceeded one-third of the district’s available reserves as a percentage of total expenditures and other financing uses in any of the current fiscal year or two subsequent fiscal years. 



(b) For purposes of this section, the following shall apply:



(1) Available reserves are the unrestricted reserves amounts in the Designated Reserve for Economic Uncertainties and the Undesignated Unassigned/Unappropriated accounts in the General Fund and the Special Reserve Fund for Other Than Capital Outlay Projects. Available reserves will be reduced by any negative ending balances in restricted resources in the General Fund.



(2) A school district that serves as the AU of a SELPA may exclude from its expenditures the distribution of funds to its participating members.


Note: Authority cited: Sections 33127, 33129, and 42131, Education Code. Reference: Section 33128, Education Code.

§ 15457. Average Daily Attendance.



(a) Funded ADA for any of the current fiscal year or two subsequent fiscal years has not changed by more than two percent since budget adoption. 



(b) For purposes of this section, first interim reports will be compared to adopted budgets; second interim reports will be compared to first interim projections.

Note: Authority cited: Sections 33127, 33129, and 42131, Education Code. Reference: Section 33128, Education Code.

§ 15458. Enrollment.



(a) Projected enrollment for any of the current fiscal year or two subsequent fiscal years has not changed by more than two percent since budget adoption.



(b) For purposes of this section, first interim reports will be compared to adopted budgets; second interim reports will be compared to first interim projections.

Note: Authority cited: Sections 33127, 33129, and 42131, Education Code. Reference: Section 33128, Education Code.

§ 15459. ADA to Enrollment.



Projected second period ADA to enrollment ratio for any of the current fiscal year or two subsequent fiscal years has not increased from the historical average ratio from three prior fiscal years by more than one half of one percent. 

Note: Authority cited: Sections 33127, 33129, and 42131, Education Code. Reference: Section 33128, Education Code.

§ 15460. Revenue Limit Local Control Funding Formula (LCFF) Revenue.


(a) Projected revenue limit LCFF revenue for any of the current fiscal year or two subsequent fiscal years has not changed by more than two percent since budget adoption.



(b) For purposes of this section, first interim reports will be compared to adopted budgets; second interim reports will be compared to first interim projections.

Note: Authority cited: Sections 33127, 33129, and 42131, Education Code. Reference: Section 33128, Education Code.

§ 15461. Salaries and Benefits.



Projected ratio of total unrestricted salaries and benefits to total unrestricted general fund expenditures for any of the current fiscal year or two subsequent fiscal years has not changed from the historical average ratio from the three prior fiscal years by more than the greater of three percent or the district’s required reserves percentage.


For purposes of this section, it is likely that for many districts the 2014–15 and 2015–16 change from the historical average ratio will exceed the standard because certain revenues that were restricted prior to the LCFF are now unrestricted within the LCFF.

Note: Authority cited: Sections 33127, 33129, and 42131, Education Code. Reference: Section 33128, Education Code.

§ 15462. Other Revenues and Expenditures.

(a) Projected operating revenues (including federal, other state and other local) or expenditures (including books and supplies, and services and other operating) for any of the current fiscal year or two subsequent fiscal years, have not changed by more than five percent since budget adoption. 

(b) Changes that exceed five percent in any major object category must be explained. 

(c) For purposes of this section, first interim reports will be compared to adopted budgets; second interim reports will be compared to first interim projections. 

Note: Authority cited: Sections 33127, 33129, and 42131, Education Code. Reference: Section 33128, Education Code. 

§ 15463. Facilities Maintenance.

(a) Identify changes that have occurred since budget adoption in the projected contributions for facilities maintenance funding as required pursuant to Education Code sections Section 17584 and 17070.75, or in how the district is providing to preserve the functionality of its facilities for their normal life in accordance with Education Code sections 52060(d)(1) and 17002(d)(1). 

(b) For purposes of this section, first interim reports will be compared to adopted budgets; second interim reports will be compared to first interim projections. 

Note: Authority cited: Sections 33127, 33129, and 42131, Education Code. Reference: Sections 17002, 17070.75, 17584, and 33128, and 52060, Education Code. 

§ 15464. Supplemental Information.


(a) School districts shall provide supplemental information in the following general areas: 

(1) Provide the methodology and assumptions used to estimate ADA, enrollment, revenues, expenditures, reserves and fund balance, and multiyear commitments (including cost-of-living adjustments).

(2) Provide information on additional indicators as requested.

(b) School districts shall provide supplemental information in the following specific areas: 

(1) Contingent Liabilities. 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.

(2) Use of One-Time Revenues for Ongoing Expenditures. Identify ongoing general fund expenditures funded by one-time revenues that have changed by more than five percent since budget adoption. (For this purpose, the first interim reports will be compared to adopted budgets; the second interim reports will be compared to first interim projections.)
(3) Contingent Revenues. Identify projected revenues for the current fiscal year and two subsequent fiscal years that are contingent on reauthorization by the local government, special legislation, or other definitive act (e.g., parcel taxes). If any of these revenues are dedicated for ongoing expenses, explain how the revenues will be replaced or the expenditures reduced.

(4) Contributions. Provide information regarding contributions as follows:

(A) Identify projected contributions from unrestricted resources in the general fund to restricted resources in the general fund for the current fiscal year and two subsequent fiscal years. Provide an explanation if contributions have changed by more than $20,000 and more than five percent since budget adoption. (For this purpose, the first interim reports will be compared to adopted budgets; the second interim reports will be compared to first interim projections.) 

(B) Identify projected transfers to or from the general fund to cover operating deficits in either the general fund or any other fund for the current fiscal year and two subsequent fiscal years. Provide an explanation if transfers have changed by more than $20,000 and more than five percent since budget adoption. (For this purpose, the first interim reports will be compared to adopted budgets; the second interim reports will be compared to first interim projections.) 

(C) Identify capital project cost overruns that have occurred since budget adoption that may impact the general fund budget. (For this purpose, first interim reports will be compared to adopted budgets; second interim reports will be compared to first interim projections.) 

(5) Long-Term Commitments. Provide information regarding long-term commitments as follows:

(A) Identify all existing and new multiyear commitments (include multiyear commitments, multiyear debt agreements, and new programs or contracts that result in long-term obligations) and their annual required payment, for the current fiscal year and two subsequent fiscal years. 

(B) Explain how any increase in annual payments will be funded. Also explain how any decrease to funding sources used to pay long-term commitments will be replaced. 

(6) Unfunded Liabilities. Identify any changes in estimates for unfunded liabilities since budget adoption, and indicate whether the changes are the result of a new actuarial valuation. (For this purpose, the first interim reports will be compared to adopted budgets; the second interim reports will be compared to first interim projections.)
(7) Temporary Interfund Borrowings. Identify projected temporary borrowings between funds (refer to Education Code section 42603).

(8) Status of Labor Agreements. Analyze the status of employee labor agreements, including the following:

(A) Identify new labor agreements that have been ratified since budget adoption, as well as new commitments provided as part of previously ratified multiyear agreements; and include all contracts, including all administrator contracts (and including all compensation). For new agreements, indicate the date of the required board meeting. (For this purpose, the first interim reports will be compared to adopted budgets; the second interim reports will be compared to first interim projections.) 

(B) Compare the increase in new commitments to the projected increase in ongoing revenues, and explain how these commitments will be funded in future fiscal years. 

(C) If salary and benefit negotiations are not finalized, upon settlement with certificated or classified staff: 

1. The school district must determine the cost of the settlement, including salaries, benefits, and any other agreements that change costs, and provide the county office of education with an analysis of the cost of the settlement and its impact on the operating budget.

2. The county superintendent of schools shall review the analysis relative to the criteria and standards, and may provide written comments to the president of the district governing board and the district superintendent.

(9) Status of Other Funds. Analyze the status of other funds that may have negative fund balances at the end of the current fiscal year. If any other fund has a projected negative fund balance, prepare an interim report and multiyear projection for that fund. Explain plans for how and when the negative fund balance will be addressed.

Note: Authority cited: Sections 33127 and 33129, Education Code. Reference: Sections 33128 and 42603, Education Code; and Sections 3540.2 and 3547.5, Government Code. 
Subchapter 9. Criteria and Standards for County Office of Education Budgets and Interim Reports
Article 1. Budget Review.
§ 15467. General.

(a) County offices of education shall use the following criteria and standards (beginning with section 15468) and supplemental information (beginning with section 15475) in the development of their annual budgets. The State Superintendent of Public Instruction (SSPI) will review the county office of education's budget to determine whether it complies with the criteria and standards. 

(b) The budget review includes an analysis of eight criteria, with standards, and additional information about the status of the budget. The eight criteria are ADA, revenue limit local control funding formula (LCFF) revenue, salaries and benefits, other revenues and expenditures, facilities maintenance, deficit spending, fund balance, and reserves. County office budgets are measured against a standard for each of these criteria. In addition to the criteria and standards, the review must identify additional information regarding contingent liabilities, use of one-time revenues for ongoing expenditures, use of ongoing revenues for one-time expenditures, contingent revenues, contributions, long-term commitments, unfunded liabilities, and the status of labor agreements, local control and accountability plan (LCAP), and LCAP expenditures. Deviations from the standards must be explained, and may affect the approval of the budget. 

Note: Authority cited: Sections 1621, 1622, 1623, 33127, and 33129, Education Code. Reference: Section Sections 33128 and 52066, Education Code. 

§ 15468. Average Daily Attendance.



(a) Projected countywide other purpose ADA has not been overestimated in the first prior fiscal year or in two or more of the previous three fiscal years by more than the following percentage levels:

3.0%
for counties with under 7,000 ADA

2.0%
for counties with 7,000 through 59,999 ADA

1.0%
for counties with over 59,999 ADA



(b) Projected ADA for county operated programs for any of the budget year or two subsequent fiscal years has not increased from the historical average from the three prior fiscal years by more than two percent each year.
Note: Authority cited: Sections 1621, 1622, 1623, 33127, and 33129, Education Code. Reference: Sections 1205 and 33128, Education Code.

§ 15469. Revenue Limit Local Control Funding Formula (LCFF) Revenue.

(a) Projected revenue limit LCFF revenue for any of the budget year or two subsequent fiscal years has not changed from the prior fiscal year by more than the change in population, plus the county office’s gap funding or  and the funded cost-of-living adjustment (COLA), plus or minus one percent. 

(b) For excess property tax counties, projected revenue limit LCFF revenue has
not changed from the prior fiscal year by more than the percent change in property tax revenues plus or minus one percent.
(c) For purposes of this section, county offices that are already at or above their LCFF target funding level receive no gap funding. These county offices have a COLA applied to their LCFF target, but their year-over-year revenue increase might be less than the statutory COLA due to certain local factors and components of the funding formula.

Note: Authority cited: Sections 1621, 1622, 1623, 33127, and 33129, Education Code. Reference:  Section 33128, Education Code.
§ 15471. Salaries and Benefits.



Projected total salaries and benefits for any of the budget year or two subsequent fiscal years has not changed from the prior fiscal year amount by more than the change in funded COLA plus or minus five percent.


For purposes of this section, it is likely that for many county offices the 2014–15 and 2015–16 change from the historical average ratio will exceed the standard because certain revenues that were restricted prior to the LCFF are now unrestricted within the LCFF.



Note: Authority cited: Sections 1621, 1622, 1623, 33127, and 33129, Education Code. Reference: Section 33128, Education Code.

§ 15471.1. Other Revenues and Expenditures.



(a) Projected operating revenues (including federal, other state and other local) or expenditures (including books and supplies, and services and other operating) for any of the budget year or two subsequent fiscal years, have not changed from the prior fiscal year amount by more than the change in funded COLA plus or minus ten percent.



(b) For each major object category, changes that exceed the percentage change in funded COLA plus or minus five percent must be explained.
Note: Authority cited: Sections 1621, 1622, 1623, 33127, and 33129, Education Code. Reference: Section 33128, Education Code.

§ 15471.2. Facilities Maintenance.



Confirm that the annual contribution for facilities maintenance funding is not less than the amounts amount required pursuant to Education Code sections Section 17584 and 17070.75, if applicable, and that the county office is providing adequately to preserve the functionality of its facilities for their normal life in accordance with Education Code sections 52066(d)(1) and 17002(d)(1).
Note: Authority cited: Sections 1621, 1622, 1623, 33127, and 33129, Education Code. Reference: Sections 17002, 17070.75, 17584, and 33128, and 52066, Education Code.

§ 15472. Deficit Spending.

(a) Unrestricted deficit spending (total unrestricted expenditures and other financing uses is greater than total unrestricted revenues and other financing sources) as a percentage of total unrestricted expenditures and other financing uses, has not exceeded one-third of the county office's available reserves as a percentage of total expenditures and other financing uses in two out of three prior fiscal years. 

(b) For purposes of this section, the following shall apply: 

(1) Available reserves from the Juvenile Court/County Community Schools and Regional Occupational Centers/Programs may be included, up to the applicable percentage of program expenditures. Funds designated as reserves for this purpose continue to be restricted for use only in those programs. Also, available Available reserves are the unrestricted reserves amounts in the Designated Reserve for Economic Uncertainties and the Undesignated Unassigned/Unappropriated accounts in the County School Service Fund and Special Reserve Fund for Other Than Capital Outlay Projects. Available reserves will be reduced by any negative ending balances in restricted resources in the County School Service Fund.

(2) A county office of education that serves as the AU of a SELPA may exclude from its expenditures the distribution of funds to its participating members.

Note: Authority cited: Sections 1621, 1622, 1623, 33127, and 33129, Education Code. Reference: Section 33128, Education Code. 

§ 15473. Fund Balance.

(a) Budgeted beginning unrestricted county school service fund balance has not been overestimated for two out of three prior fiscal years by more than the following percentage levels: 

1.7% for counties with total expenditures and other financing uses of less 


than $4,895,000.
1.3% for counties with total expenditures and other financing uses of 

$4,895,000 through $12,235,999.

1.0% for counties with total expenditures and other financing uses of 

$12,236,000 through $55,064,000.

0.7% for counties with total expenditures and other financing uses of over 

$55,064,000.

(b) For purposes of this section, the following shall apply: 

(1) A county office of education that serves as the AU of a SELPA may exclude from its expenditures the distribution of funds to its participating members.

(2) Percentage levels equate to a rate of deficit spending which would eliminate recommended reserves for economic uncertainties over a three year period.

(3) The dollar amounts are to be adjusted annually by the prior year statutory cost-of-living adjustment calculated pursuant to Education Code section 2557, rounded to the nearest thousand.

Note: Authority cited: Sections 1621, 1622, 1623, 33127, and 33129, Education Code. Reference: Section Sections 2557 and 33128, Education Code. 

§ 15474. Reserves.



(a) Available reserves for any of the budget year or two subsequent fiscal years are not less than the following percentages or amounts as applied to total expenditures, and other financing uses:



the greater of 5% or $55,000 for counties with total expenditures, and 

other financing uses of less than $4,895,000.



the greater of 4% or $245,000 for counties with total expenditures, and 

other financing uses of $4,895,000 through $12,235,999.



the greater of 3% or $489,000 for counties with total expenditures, and 

other financing uses of $12,236,000 through $55,064,000.



the greater of 2% or $1,652,000 for counties with total expenditures, and



     
 other financing uses of over $55,064,000.



(b) For purposes of this section, the following shall apply




(1) Available reserves from the Juvenile Court/County Community Schools and Regional Occupational Centers/Programs may be included, up to the applicable percentage of program expenditures. Funds designated as reserves for this purpose continue to be restricted for use only in those programs. Also, available Available reserves are the unrestricted reserves amounts in the Designated Reserve for Economic Uncertainties and the Undesignated Unassigned/Unappropriated accounts in the County School Service Fund and Special Reserve Fund for Other Than Capital Outlay Projects. Available reserves will be reduced by any negative ending balances in restricted resources in the County School Service Fund.



(2) A county office of education that serves as the AU of a SELPA may exclude from its expenditures the distribution of funds to its participating members.




(3) The dollar amounts are to be adjusted annually by the prior year statutory cost-of-living adjustment calculated pursuant to Education Code section 2557 rounded to the nearest thousand.



Note: Authority cited: Sections 1621, 1622, 1623, 33127, and 33129, Education Code. Reference: Section Sections 2557 and 33128, Education Code.

§ 15475. Supplemental Information.


(a) County offices of education shall provide supplemental information in the following general areas: 

(1) Provide the methodology and assumptions used to estimate ADA, enrollment, revenues, expenditures, reserves and fund balance, and multiyear commitments (including cost-of-living adjustments).

(2) Provide information on additional indicators as requested.

(b) County offices of education shall provide supplemental information in the following specific areas: 

(1) Contingent Liabilities. Identify any known or contingent liabilities from financial or program audits, state compliance reviews, litigation, etc., that may impact the budget.

(2) Use of One-time Revenues for Ongoing Expenditures. Identify any ongoing county school service fund expenditures in excess of one percent of the total county school service fund expenditures that are funded with one-time resources in the budget year, and explain how the one-time resources will be replaced to continue funding the ongoing expenditures in the following fiscal years.

(3) Use of Ongoing Revenues for One-time Expenditures. Identify any large nonrecurring county school service fund expenditures that are funded with ongoing county school service fund revenues.

(4) Contingent Revenues. Identify projected revenues for the budget year and two subsequent fiscal years that are contingent on reauthorization by the local government, special legislation, or other definitive act (e.g. parcel taxes). If any of these revenues are dedicated for ongoing expenses, explain how the revenues will be replaced or the expenditures reduced.

(5) Contributions. Provide information regarding contributions as follows:

(A) Identify projected contributions from unrestricted resources in the county school service fund to restricted resources in the county school service fund for the budget year and two subsequent fiscal years. Provide an explanation if contributions have changed from prior fiscal year amounts by more than $20,000 and more than ten percent. An explanation should include whether contributions are ongoing or one-time in nature. 

(B) Identify projected transfers to or from the county school service fund to cover operating deficits in either the county school service fund or any other fund for the budget year and two subsequent fiscal years. Provide an explanation if transfers have changed from the prior year amounts by more than $20,000 and more than ten percent. An explanation should include whether transfers are ongoing or one-time in nature. 

(C) Estimate the impact of any capital projects on the county school service fund operational budget. 

(6) Long-term Commitments. Provide information regarding long-term commitments as follows:

(A) Identify all existing and new multiyear commitments (include multiyear commitments, multiyear debt agreements, and new programs or contracts that result in long-term obligations) and their annual required payment for the budget year and two subsequent fiscal years. 

(B) Explain how any increase in annual payments will be funded. Also explain how any decrease to funding sources used to pay long-term commitments will be replaced. 

(7) Unfunded Liabilities. Provide information regarding unfunded liabilities as follows:

(A) Estimate the unfunded liability for post employment benefits other than pensions (OPEB) based on an actuarial valuation, if required, or other method; identify or estimate the annual required contribution; and indicate how the obligation is funded (pay-as-you-go, amortized over a specific period, etc.). 

(B) Estimate the unfunded liability for self-insurance programs such as workers' compensation based on an actuarial valuation, if required, or other method; identify or estimate the required contribution; and indicate how the obligation is funded (level of risk retained, funding approach, etc). 

(8) Analyze the status of labor agreements, including the following:

(A) Identify new labor agreements, as well as new commitments provided as part of previously ratified multiyear agreements; and include all contracts, including all administrator contracts (and including all compensation). For new agreements, indicate the date of the required board meeting. 

(B) Compare the increase in new commitments to the projected increase in ongoing revenues, and explain how these commitments will be funded in future fiscal years. 

(C) If salary and benefit negotiations are not finalized at budget adoption, upon settlement with certificated or classified staff: 

(1) The county office must determine the cost of the settlement, including salaries, benefits, and any other agreements that change costs, and provide the California Department of Education (CDE) with an analysis of the cost of the settlement and its impact on the operating budget.

(2) The CDE shall review the analysis relative to the criteria and standards, and may provide written comments to the president of the governing board and the county superintendent of schools.
(9) Local Control and Accountability Plan (LCAP). Confirm that the county office’s governing board has adopted an LCAP or approved an update to the LCAP effective for the budget year.

(10) LCAP Expenditures. Confirm that the budget includes the expenditures necessary to implement the LCAP or annual update to the LCAP. 

Note: Authority cited: Sections 1621, 1622, 1623, 33127, and 33129, Education Code. Reference: Section Sections 33128 and 52068, Education Code; Sections 3540.2 and 3547.5, Government Code. 

Article 2. Interim Report Review
§ 15480. General.

(a) County offices of education shall conduct a review of their budgets at Interim Report time in accordance with the following criteria and standards and supplemental information (beginning with section 15481) and supplemental information (beginning with section 15493). The SSPI will review the county office's Interim Report using the criteria and standards. 

(b) The county superintendent of schools shall submit two interim reports to its governing board during each fiscal year. Both interim reports shall be reviewed by the county board of education and approved by the county superintendent of schools, who shall certify whether their county office of education is able to meet its financial obligations for the remainder of the fiscal year and, based on current forecast, for two subsequent fiscal years. The certification shall be based on the criteria and standards and shall be classified as positive, qualified, or negative. 

(1) A positive certification indicates that, based on current projections the county office of education will meet its financial obligations for the current fiscal year and two subsequent fiscal years.

(2) A qualified certification indicates that, based on current projections the county office of education may not meet its financial obligations for the current fiscal year or two subsequent fiscal years.

(3) A negative certification indicates that, based on current projections the county office of education will be unable to meet its financial obligations for the remainder of the current fiscal year or the subsequent fiscal year.

(bc) The review includes an analysis of eight criteria, with standards, and supplemental information about the status of the budget at Interim Report time. The eight criteria are fund and cash balances, reserves, deficit spending, ADA, revenue limit local control funding formula (LCFF) revenue, salaries and benefits, other revenues and expenditures, and facilities maintenance. Each of these criteria has a standard by which it is measured. In addition to the criteria and standards, the review must identify additional information regarding contingent liabilities, use of one-time revenues for ongoing expenditures, contingent revenues, contributions, long-term commitments, unfunded liabilities, temporary interfund borrowings, the status of labor agreements, and the status of other funds. Deviations from the standards must be explained, and may affect the interim certification. 

Note: Authority cited: Sections 1240(l), 33127, and 33129, Education Code. Reference: Section 33128, Education Code. 

§ 15481. Fund and Cash Balances.

Projected county school service fund balances will be positive at the end of the current fiscal year and two subsequent fiscal years and the projected county school service fund cash balance will be positive at the end of the current fiscal year. 

Note: Authority cited: Sections 1240(l), 33127, and 33129, Education Code. Reference: Section 33128, Education Code. 

§ 15483. Reserves.



(a) Available reserves for any of the current fiscal year or two subsequent fiscal years are not less than the following percentages or amounts as applied to total expenditures, and other financing uses:

the greater of 5% or $55,000 for counties with total expenditures, and 

other financing uses of less than $4,895,000.


the greater of 4% or $245,000 for counties with total expenditures and 

other financing uses of $4,895,000 through $12,235,999.


the greater of 3% or $489,000 for counties with total expenditures, and 
other financing uses of $12,236,000 through $55,064,000.


the greater of 2% or $1,652,000 for counties with total expenditures, and 
other financing uses of over $55,064,000.


(b) For purposes of this section, the following shall apply: 

(1) Available reserves from the Juvenile Court/County Community Schools and Regional Occupational Centers/Programs may be included, up to the applicable percentage of program expenditures. Funds designated as reserves for this purpose continue to be restricted for use only in those programs. Also, available Available reserves are the unrestricted reserves amounts in the Designated Reserve for Economic Uncertainties and the Undesignated Unassigned/Unappropriated accounts in the County School Service Fund and the Special Reserve Fund for Other Than Capital Outlay Projects. Available reserves will be reduced by any negative ending balances in restricted resources in the County School Service Fund.

(2) A county office of education that serves as the AU of a SELPA may exclude from its expenditures the distribution of funds to its participating members.

(3) The dollar amounts are to be adjusted annually by the prior year statutory cost-of-living adjustment calculated pursuant to Education Code section 2557, rounded to the nearest thousand.

Note: Authority cited: Sections 1240(l), 33127, and 33129, Education Code. Reference: Section Sections 2557 and 33128, Education Code. 

§ 15484. Deficit Spending.

(a) Unrestricted deficit spending (total unrestricted expenditures and other financing uses is greater than total unrestricted revenues and other financing sources) as a percentage of total unrestricted expenditures and other financing uses, has not exceeded one-third of the county office's available reserves as a percentage of total expenditures and other financing uses in any of the current fiscal year or two subsequent fiscal years. 

(b) For purposes of this section, the following shall apply: 

(1) Available reserves from the Juvenile Court/County Community Schools and Regional Occupational Centers/Programs may be included, up to the applicable percentage of program expenditures. Funds designated as reserves for this purpose continue to be restricted for use only in those programs. Also, availableAvailable reserves are the unrestricted reserves amounts in the Designated Reserve for Economic Uncertainties and the Undesignated Unassigned/Unappropriated accounts in the County School Service Fund and the Special Reserve Fund for Other Than Capital Outlay Projects. Available reserves will be reduced by any negative ending balances in restricted resources in the County School Service Fund.

(2) A county office of education that serves as the AU of a SELPA may exclude from its expenditures the distribution of funds to its participating members.

Note: Authority cited: Sections 1240(l), 33127, and 33129, Education Code. Reference: Section 33128, Education Code. 

.
§ 15485. Average Daily Attendance.


(a) Projected countywide other purpose ADA has not changed for any of the current fiscal year or two subsequent fiscal years by more than two percent since budget adoption. 
(b) Projected ADA for county operated programs has not changed for any of the current fiscal year or two subsequent fiscal years by more than two percent since budget adoption. 

(c) For purposes of this section, first interim reports will be compared to adopted budgets; second interim reports will be compared to first interim projections. 

Note: Authority cited: Sections 1240(l), 33127, and 33129, Education Code. Reference: Sections 1205 and 33128, Education Code. 

§ 15486. Revenue Limit Local Control Funding Formula (LCFF) Revenue.

(a) Projected revenue limit LCFF revenue for any of the current fiscal year or two subsequent fiscal years, has not changed by more than two percent since budget adoption. 

(b) For purposes of this section, first interim reports will be compared to adopted budgets; second interim reports will be compared to first interim projections. 

Note: Authority cited: Sections 1240(l), 33127, and 33129, Education Code. Reference: Section 33128, Education Code. 
§ 15488. Salaries and Benefits.

(a) Projected total salaries and benefits for any of the current fiscal year or two subsequent fiscal years has not changed by more than five percent since budget adoption. 

(b) For purposes of this section, first interim reports will be compared to adopted budgets; second interim reports will be compared to first interim projections. 

Note: Authority cited: Sections 1240(l), 33127, and 33129, Education Code. Reference: Section 33128, Education Code. 

§ 15489. Other Revenues and Expenditures.

(a) Projected operating revenues (including federal, other state and other local) or expenditures (including books and supplies, and services and other operating) for any of the current fiscal year or two subsequent fiscal years, have not changed by more than five percent since budget adoption. 

(b) Changes that exceed five percent in any major object category must be explained. 

(c) For purposes of this section, first interim reports will be compared to adopted budgets; second interim reports will be compared to first interim projections. 

Note: Authority cited: Sections 1240(l), 33127, and 33129, Education Code. Reference: Section 33128, Education Code. 

§ 15490. Facilities Maintenance.

(a) Identify changes that have occurred since budget adoption in the projected contributions for facilities maintenance funding as required pursuant to Education Code sections Section 17584 and 17070.75, or in how the county office is providing adequately to preserve the functionality of its facilities for their normal life in accordance with Education Code sections 52066(d)(1) and 17002(d)(1). 

(b) For purposes of this section, the first interim reports will be compared to adopted budgets; second interim reports will be compared to first interim projections. 

Note: Authority cited: Sections 1240(l), 33127, and 33129, Education Code. Reference: Section Sections 17002, 17070.75, 33128, and 52066, Education Code. 

§ 15493. Supplemental Information.

(a) County offices of education shall provide supplemental information in the following general areas: 

(1) Provide the methodology and assumptions used to estimate ADA, enrollment, revenues, expenditures, reserves and fund balance, and multiyear commitments (including cost-of-living adjustments).

(2) Provide information on additional indicators as requested.

   
(b) County offices of education shall provide supplemental information in the following specific areas: 

(1) Contingent Liabilities. 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.

(2) Use of One-Time Revenues for Ongoing Expenditures. Identify the ongoing county school service fund (CSSF) expenditures funded by one time revenues that have changed by more than five percent since budget adoption. (For this purpose, the first interim reports will be compared to adopted budgets; the second interim reports will be compared to first interim projections).

(3) Contingent Revenues. Identify projected revenues for the current fiscal year and two subsequent fiscal years that are contingent on reauthorization by the local government, special legislation, or other definitive act (e.g., parcel taxes). If any of these revenues are dedicated for ongoing expenses, explain how the revenues will be replaced or the expenditures reduced.

(4) Contributions. Provide information regarding contributions as follows:

(A) Identify projected contributions from unrestricted resources in the CSSF to restricted resources in the CSSF for the current year and two subsequent fiscal years. Provide an explanation if contributions have changed by more than $20,000 and more than five percent since budget adoption. (For this purpose, the first interim reports will be compared to adopted budgets; the second interim reports will be compared to first interim projections.) 

(B) Identify projected transfers to or from the CSSF to cover operating deficits in either the CSSF or any other fund for the current year and two subsequent fiscal years. Provide an explanation if transfers have changed by more than $20,000 and more than five percent since budget adoption. (For this purpose, the first interim reports will be compared to adopted budgets; the second interim reports will be compared to first interim projections.) 

(C) Identify capital project cost overruns that have occurred since budget adoption that may impact the CSSF budget. (For this purpose, first interim reports will be compared to adopted budgets; second interim reports will be compared to first interim projections.) 

(5) Long-Term Commitments. Provide information regarding long-term commitments as follows:

(A) Identify all existing and new multiyear commitments (include multiyear commitments, multiyear debt agreements, and new programs or contracts that result in long-term obligations) and their annual required payment, for the current fiscal year and two subsequent fiscal years. 

(B) Explain how any increase in annual payments will be funded. Also explain how any decrease to funding sources used to pay long-term commitments will be replaced. 

(6) Unfunded Liabilities. Identify any changes in estimates for unfunded liabilities since budget adoption, and indicate whether the changes are the result of a new actuarial valuation. (For this purpose, first interim reports will be compared to adopted budgets; second interim reports will be compared to first interim projections.)

(7) Temporary Interfund Borrowings. Identify projected temporary borrowings between funds (refer to Education Code section 42603).

(8) Status of Labor Agreements. Analyze the status of employee labor agreements, including the following:

(A) Identify new labor agreements that have been ratified since budget adoption, as well as new commitments provided as part of previously ratified multiyear agreements; and include all contracts, including all administrator contracts (and including all compensation). For new agreements, indicate the date of the required board meeting. 

(B) Compare the increase in new commitments to the projected increase in ongoing revenues, and explain how these commitments will be funded in future fiscal years. 

(C) If salary and benefit negotiations are not finalized, upon settlement with certificated or classified staff: 

1. The county office of education must determine the cost of the settlement, including salaries, benefits, and any other agreements that change costs, and provide the CDE with an analysis of the cost of the settlement and its impact on the operating budget.

2. The CDE shall review the analysis relative to the criteria and standards, and may provide written comments to the president of the governing board and county superintendent of schools.

(9) Status of Other Funds. Analyze the status of other funds that may have negative fund balances at the end of the current fiscal year. If any other fund has a projected negative fund balance, prepare an interim report and multiyear projection for that fund. Explain plans for how and when the negative fund balance will be addressed.

Note: Authority cited: Sections 1240(l), 33127, and 33129, Education Code. Reference: Sections 33128 and 42603, Education Code; and Sections 3540.2 and 3547.5, Government Code. 
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