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Introduction 
This budget advisory is intended to provide information and guidance to assist local 
educational agencies (LEAs) in developing their 2014-15 first interim reports. It contains 
updates related to the proposed changes to the Local Control Funding Formula (LCFF) 
expenditure regulations and the Local Control Accountability Plan (LCAP) Template, 
Medi-Cal Administrative Activities and medical billing, federal funding and 
sequestration, and various technical clarifications. 

 

Significant Changes since Budget Adoption 

Summary of Material Changes 
There are a few material changes LEAs should consider when revising their budgets for 
the First Interim report and multiyear projections.  

• The State Board of Education is set to act on the permanent regulations 
and LCAP template at its November meeting. The proposed changes can 
be found in the LCAP Overview section of this document. 

• Proposition 2 is on the ballot for the November 4 election. If passed, this 
proposition would strengthen the State’s reserves and at the same time it 
would impose a cap on the reserves school districts could set aside for 
economic uncertainties under certain circumstances (see the Reserves 
section for details on the SB 858 reserve cap).  

• On September 10, 2014 Governor Brown signed Assembly Bill 1522. 
Effective July 1, 2015, AB 1522 provides up to 24 hours or three days of 
paid sick leave for previously ineligible employees who work 30 or more 
days in a calendar year.  For LEAs, employees previously not eligible for 
sick leave might include substitutes.   

• On September 12, 2014, the California Department of Health Care 
Services (DHCS) announced that the Federal Centers for Medicare and 
Medicaid (CMS) agreed to end the current DHCS Reasonableness Test 
Criteria (RTC) comprehensive review process. More details on this change 
can be found in the Medi-Cal Administrative Activities (MAA) section.  

• The federal sequestration cut was announced for FY 2015 (school year 
2015-16) at 0.0554%, which is smaller than previous years. More details 
can be found in the Federal Funding / Sequestration section. 

• Senate Bill 858 made changes to the Independent Study Program statutes. 
Some of the changes took effect in 2014-15 and the remaining changes 
will take effect in 2015-16. Reference the Independent Study section for 
more details on the changes. 
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Planning Factors for First Interim and Multiyear 
Projections (MYPs) 
Key planning factors for LEAs to consider in the development of the first interim report 
and MYP are listed below and based on the latest information available as of this writing 
(11/4/2014).   
 Fiscal Year 

Planning Factor 2014-15 2015-16 2016-17 
COLA (DOF) 0.85% 2.19%   2.14% 

LCFF Gap Funding Percentage (DOF) 29.56% 20.68%  25.48%  
STRS Employer Rates  8.88% 10.73% 12.58% 
PERS Employer Rates (PERS Board / Actuary) 11.771% 12.6% 15.0% 
Lottery - unrestricted per ADA*  $128   $128   $128  
Lottery - Prop 20 per ADA*  $34  $34   $34  
Mandated Cost (prior year) per ADA  $67 $0 $0 
Mandate Block Grant for Districts – K-8 per ADA $28 $28 $28 
Mandate Block Grant for Districts – 9-12 per ADA $56 $56 $56 
Mandate Block Grant for Charters – K-8 per ADA $14 $14 $14 
Mandate Block Grant for Charters – 9-12 per ADA $42 $42 $42 
State Preschool Daily Reimbursement Rate $22.28 $22.28 $22.28 
General Child Care Daily Reimbursement Rate  $36.10 $36.10 $36.10 
* Government Code 8880.5(a)(2) extended lottery funding based on the 2007-08 ROP ADA and 
Adult Education ADA through 2014-15. Under current law these two ADA counts will no longer be 
part of the lottery calculation for 2015-16 and beyond. 

 
Additional guidance on budget and MYP planning can be found in the Guidance for 
Adopted Budgets and MYPs sections. 

 

Key Guidance for First Interim 

Situational Guidance and Multiyear Projections 
The technical details of how to calculate LCFF entitlements are becoming routine with 
the benefit of a full year of implementation, the California Department of Education’s 
(CDE) 2013-14 P-2 certification, and continued refinements to the Fiscal Crisis and 
Management Assistance Team (FCMAT) LCFF Calculator. Nonetheless, the fiscal 
operating environment for districts remain somewhat uncertain, and each district must 
address its own unique set of risk factors in determining budget priorities and creating 
multiyear projections.  

Factors contributing to an unpredictable operating environment exist on both the revenue 
and expenditure sides of the budget. These factors may cause future revenue uncertainty: 
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• The precise level of LCFF gap funding provided in any given year is 
subject to economic conditions as well as political decisions by the 
Governor and the Legislature. 

• The dependence of LCFF entitlements on shifting unduplicated eligible 
pupil counts as well as ADA, which adds a level of complexity to revenue 
forecasting that was not present under the revenue limit system. 

• While most of the 2013 sequestration cuts to Federal revenues appear to 
have been restored for the current fiscal year, sequestration provisions 
remain in effect through 2023. 

• The future of state funding for facilities is in limbo due to the absence of 
bond funding for the School Facilities Program. 

Future expenditure uncertainty may arise from the following: 

• Possibly needing to shift supplemental and concentration grant funding so 
that it is “principally directed towards” providing increased or improved 
services to specific pupil subgroups as specified in the proposed LCFF 
expenditure regulations. 

• Changing expenditure requirements as a result of LCAP development. 

• Continued changes in legislative mandates including increased costs 
associated with retirement plans (STRS, PERS, and OPEB), potential 
penalties or other costs associated with the Affordable Care Act, and new 
leave costs associated with the Healthy Families Act. 

• Pressure on labor costs that are complicated by the fact that districts in the 
same labor market may receive significantly different year over year 
funding increases. 

• Costs associated with maintaining functions and programs that were 
previously funded through categorical programs such as deferred 
maintenance or adult education. 

• Requirements to restore routine restricted maintenance to the 3% 
minimum level in 2015-16. 

The uncertain operating environment reflected above is coupled with demands for ever 
greater transparency, local accountability under the LCAP, and with increased 
expectations from all sides due to the perception of the availability of more funding. 

While further LCFF revenue growth is projected in 2015-16 and 2016-17, the new 
funding will not be sufficient to meet all the competing demands for increased 
expenditures. Funding for most districts will remain below 2007-08 levels. Districts will 
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need to prioritize new expenditures based on the LCAP while still maintaining fiscal 
flexibility and solvency. 

The keys to protecting fiscal flexibility and solvency in an uncertain environment 
include: 

1. Maintaining adequate reserves to allow for unanticipated 
circumstances. 

2. Maintaining fiscal flexibility by limiting commitments to future 
increased expenditures based on projections of future revenue 
growth, and/or establishing contingencies that allow expenditure plans 
to be changed if needed. 

Reserves and fiscal flexibility are necessary to protect the integrity of the educational 
program in an unpredictable operating environment. Achieving this level of flexibility 
will require districts to build trust among constituents through clear, ongoing, and 
transparent communications regarding the general uncertainty and the unique situational 
challenges facing the district. 

Multiyear Projections 

Recommendations for creating multiyear projections that will align with the LCAP 
include: 

• Gathering and documenting the best information available about all the 
known factors that will impact future revenues and expenditures (see the 
Planning Factors section of this document for recommended assumptions). 

• Making reasonable, supportable, and conservative assumptions about how 
these factors will impact future revenues and expenditures, which includes 
modeling varying assumptions and scenarios. 

• Using the best tools available to model the impact of these assumptions on 
future ending fund balances and cash flows. 

• Making sure expenditure plans are aligned with the educational mission of 
the district as delineated in the LCAP. 

• Maintaining fiscal flexibility for possible unanticipated changes by: 

o Maintaining adequate reserves. 

o Building in room for contingencies in expenditure plans, including 
collective bargaining agreements if possible. 

o Not using one-time resources for ongoing commitments. 
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o Not locking in ongoing spending commitments that the district can 
only afford in the future if projections play out exactly as predicted (or 
better). 

• Clearly documenting, communicating and explaining assumptions to 
stakeholders including preparation to respond in a reasoned, transparent, 
and logically justified manner if assumptions are challenged. 

Reserves 

Our office continues to reinforce the need for reserves over the minimum reserve 
requirements. The experience of the past six years has clearly demonstrated these 
minimum levels are not sufficient to protect educational programs from severe disruption 
in an economic downturn. The typical 3% reserve minimum represents less than two 
weeks of payroll for many districts. Many LEAs have established reserve policies calling 
for higher than minimum reserves, recognizing their duty to maintain fiscal solvency. The 
adequacy of a reserve level should be assessed based on the LEA’s own specific 
circumstances, and numerous models are available for consideration. Examples include: 

• The Government Finance Officers Association recommends reserves 
equal to two months of average general fund operating expenditures, or 
about 17%. 

• Rating agencies like Fitch or Moody’s typically assess the adequacy of a 
district’s reserves by comparing them to statewide averages, which have 
hovered around 15% for California unified school districts in recent years. 

• The Fiscal Crisis and Management Assistance Team emphasizes the need 
to assess not only fund balance but also actual cash on hand. 

There are many benefits to having higher than minimum reserves including: 

• Financial flexibility to absorb unanticipated expenditures without 
significant disruption to educational programs. 

• Protection against exposure to significant one-time outlays such as 
disasters, lawsuits, or material audit findings. 

• Protection against the volatility of state revenues. 

• Protection against the volatility of property tax revenues for basic aid 
districts. 

• Cash management / avoiding the cost of borrowing cash. 

• Protection against declining enrollment. 

• Protection to cover increases in fixed and statutory costs. 
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• Financial flexibility to shift resources as priorities set through the LCAP 
process change. 

• Planning for major projects such as information technology upgrades or 
deferred maintenance. 

This is not an exhaustive list. Of all the reasons for carrying higher than minimum 
reserves, protecting against state revenue volatility is one of the most compelling. This is 
especially true during LCFF implementation because gap percentage funding is 
correlated with Proposition 98 growth. By providing a buffer from volatile state revenues, 
maintaining higher than minimum reserves creates stability to maintain instructional 
services and programs.  

SB 858 Public Hearing Requirements for Reserves in Excess of 
Minimum Reserves 

Beginning with 2015-16 adopted budgets, SB 858 amended Education Code Section 
42127 to require that a district’s public hearing for budget adoption include the following 
for review and discussion: 

• The minimum recommended reserve for economic uncertainties for each 
fiscal year identified in the budget. 

• The combined assigned and unassigned ending fund balances that are in 
excess of the minimum recommended reserve for economic uncertainties 
for each fiscal year identified in the budget, pursuant to Education Code 
Section 33128(a). The fund balances included are Fund 01, General Fund, 
and Fund 17, Special Reserve Fund for Other Than Capital Outlay 
Projects.  

• A statement of reasons that substantiates the need for an assigned and 
unassigned ending fund balance in excess of the minimum recommended 
reserve for economic uncertainties for each fiscal year.  

The governing board of a school district shall include this information each time it files 
an adopted or revised budget with the county superintendent of schools. The county 
superintendent of schools shall determine whether a school district’s adopted or revised 
budget complied with these requirements.  

Proposition 2 Passage Triggers Cap on District Reserves 

If voters approve Proposition 2 on November 4, 2014, it would create a Public School 
System Stabilization Account (PSSSA / Proposition 98 Rainy Day Reserve). However, 
even if the measure passes, contributions to the PSSSA reserve are unlikely to happen for 
several years, and are likely to be infrequent. For a contribution to the PSSSA reserve to 
occur, all of the following must be true: 
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1. All Proposition 98 maintenance factor amounts outstanding as of 2013-14 ($6.6 
billion) must have been paid to schools.  

2. Capital gains taxes must be greater than 8% of state general fund revenue (capital 
gains taxes have exceeded 8% seven times in the past 16 years). 

3. Proposition 98 must be calculated using Test 1 (since the passage of Proposition 
98 in 1988, Test 1 has been used in 1988-89, 2011-12, and 2012-13). 

4. Proposition 98 must not be suspended (Proposition 98 has been suspended twice: 
2004-05 and 2010-11). 

If all of the conditions above are met, and a transfer is made to the Public School System 
Stabilization Account, then SB 858’s reserve cap provisions come into effect. In the 
fiscal year immediately after a transfer to the PSSSA is made, a school district’s adopted 
or revised budget is prohibited from containing a combined assigned or unassigned 
ending fund balance in excess of either two or three times the minimum recommended 
reserve for economic uncertainties, as established by the State Board of Education 
pursuant to Section 33128(a). For school districts with fewer than 400,000 ADA, the 
maximum reserve level would be twice the school district’s applicable minimum 
recommended reserve for economic uncertainties adopted by the state board. 

County Superintendents May Exempt Districts from Reserve Cap 

The county superintendent of schools may waive the prohibition, pursuant to specified 
conditions, for up to two consecutive fiscal years within a three-year period if the school 
district provides documentation indicating that extraordinary fiscal circumstances 
substantiate the need for the additional reserve balances. Documentation indicating 
extraordinary fiscal circumstances may include, but is not limited to, multiyear 
infrastructure or technology projects. As a condition of receiving an exception, a school 
district shall do all of the following: 

1. Provide a statement that substantiates the need for an assigned and 
unassigned ending fund balance in excess of the minimum recommended 
reserve for economic uncertainties. 

2. Identify the funding amounts in the budget adopted by the school district 
that are associated with the extraordinary fiscal circumstances. 

3. Provide documentation that no other fiscal resources are available to fund 
the extraordinary fiscal circumstances. 

A flow chart illustrating the SB 858 reserve requirements is attached in Appendix C. 

The cap on reserves will become operative on December 15, 2014, only if Proposition 2 
is approved by the voters at the November 4, 2014 statewide general election. If 
Proposition 2 is not approved, the cap on reserves will not become operative and will be 
repealed on January 1, 2015. 

 



 11 

Negotiations 
Because of the uncertain fiscal operating environment (see Situational Guidance above), 
districts need to exercise caution and maintain flexibility through contract contingency 
language that protects the district from cost increases and/or revenue shortfalls beyond 
their control. Building relationships with employee groups based on earned trust, mutual 
respect, and a shared commitment to the education of students is critical. 

The varying distribution of gap funding under the LCFF implementation period may 
complicate bargaining because districts may have widely divergent levels of funding. 
Changes to PERS and STRS contributions for new members, increased contribution rates 
for both systems, and evolving definitions of creditable compensation add further 
complexity, as does the ongoing implementation of the Affordable Care Act. 

Maintaining competitive compensation structures going forward may require creative 
solutions, whether it is redefining comparable employers, using technology to drive 
operational efficiencies, re-examining staffing models, altering the balance between 
salaries and benefits, etc. 

 

Proposition 98 / Revenues 

Fiscal 
Year 
2013-14 

Projected 
Statewide 
Revenue 

Proposition 
98 
Calculation 

Property Tax 
Portion of 
Proposition 
98 

State Budget 
Portion of 
Proposition 
98 

Non-
Proposition 
98 Budget 

Ending 
Balance 

Jan. 
2013 

$98.5 $56.2 $15.4 $40.9 $56.8 $1.6 

May 97.2 55.3 16.0 39.3 57.0 1.7 

Adopted 97.1 55.3 16.3 39.0 57.2 1.7 

Jan. 
2014 

100.1 56.8 15.9 40.9 57.6 3.9 

May 
2014 

102.2 58.3 15.6 42.7 58.0 3.9 

Adopted 102.2 58.3 15.6 42.7 58.0 3.9 

(all numbers in billions) 
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Fiscal 
Year 
2014-15 

Projected 
Statewide 
Revenue 

Proposition 
98 
Calculation 

Property Tax 
Portion of 
Proposition 
98 

State Budget 
Portion of 
Proposition 
98 

Non-
Proposition 
98 Budget 

Ending 
Balance 

Jan. 
2014 

$106.1 $61.6 $16.5 $45.1 $61.7 $3.2 

May 
2014 

107.0 60.9 16.4 44.5 63.3 3.1 

Adopted 107.1 60.9 16.4 44.5 63.5 3.0 

(all numbers in billions) 

 
The 2014-15 Adopted State Budget projected General Fund revenues to be $1 billion 
higher than the January forecast, but consistent with May Revision estimates. Year over 
year revenue growth for the state’s General Fund is projected at $4.9 billion with a 
resultant Proposition 98 increase of $2.6 billion. The next revenue update will occur with 
the Governor’s January budget proposal. 

 
Local Control Funding Formula 

LCFF Calculations – Target, Base Grants, GSAs, Gap 
The funding basis with LCFF shifts from a primarily ADA driven model to one that 
places emphasis on the student population /demographics as well as ADA. Full 
implementation of LCFF is anticipated in 2020-21.   

Funding Basis: Student Population
Revenue Limit & 

Categorical 
Funding

Local Control 
Funding Formula

Unduplicated
Pupil

Percentage
(UPP)
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Target  

The Target Entitlement represents what an LEA will receive at full implementation. It is 
calculated annually based on student population (ADA, enrollment, unduplicated pupil 
percentage [UPP]; foster youth, socioeconomically disadvantaged, English learners). As 
shown below, it contains multiple funding allocations. It is a component of the transition 
calculation (used to calculate gap) and an ongoing calculation. 
 

 

Base Grants/Grade Span Adjustments (GSA) for 2014-15 

The following amounts should be used for target base grants and grade span adjustments 
for 2014-15, which include the estimated COLA: 

Grade 
Level 

Target Base 
Grant 

Target 
GSA 

Grades TK-3 $7,012 $729 
Grades 4-6 $7,116  
Grades 7-8 $7,328  
Grades 9-12 $8,491 $221 
 

K-3 GSA 

The base grant for the K-3 grade span increases by 10.4% for maintaining class size 
ratios at 24:1, or a locally bargained alternative ratio, at full implementation of the LCFF. 
The active enrollment count shall be made on the last teaching day of each school month 
that ends prior to April 15 of the school year for each school site. 

During implementation of the LCFF and as a condition of apportionment for this add-on, 
districts are required to either: 

1. Have a class size ratio of 24:1 or less at each school site in 2013-14 and 
maintain that ratio in the future, 
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2. Collectively bargain an alternative class size ratio for this grade span, or 

3. Show adequate progress toward meeting the goal of 24:1 each year until 
full implementation of the LCFF. 

Districts that fail to meet the above requirements at each school site will lose 100% of 
this additional funding in that fiscal year. If a district’s LCFF gap funding is negative or 
zero, the district must maintain the same class enrollment for each school site in the 
2014-15 year, unless there is a collectively bargained alternative ratio. 

Adequate progress can be demonstrated by: 

• Having an average class size per school site that does not exceed 24, 

• Having an alternative average class enrollment for each school site 
pursuant to the district’s collective bargaining agreement, or 

• Making adequate progress toward the 24:1 target by reducing class sizes 
by the gap funding rate. 

To calculate the adequate progress toward reducing class sizes to 24:1 for 2014-15: 

1. Start with each school site’s 2013-14 maximum class enrollments for 
grades K-3 as the prior year target for 2014-15. The 2012-13 actual class 
size average per school site is used to calculate the 2013-14 maximum. 
Round to the nearest whole or half integer. 

2. Subtract the target average class enrollment of 24 from No. 1, the average 
class enrollment by school site for grades K-3 in 2013-14, to determine the 
difference. Round to the nearest whole or half integer. 

3. Multiply the difference calculated in No. 2 by the gap funding rate. Round 
to the nearest whole or half integer. 

4. Subtract No. 3 from the 2013-14 average class enrollment by school site 
for grades K-3. Round to the nearest whole or half integer. 

For example, if the maximum class enrollment was calculated to be 30:1 for grades K-3 
in 2013-14, the 2014-15 class size adjustment would be calculated as follows: 

1. 2013-14 maximum average class enrollment (30) minus target class size 
(24) = 6. 

2. Adjustment that must be made to 2014-15 class sizes to receive funding 6 
x 29.56% = 1.77. Round to 2 (nearest whole or half integer). 

3. Class size ratio necessary to receive funding in 2014-15 = 30 – 2 = 28 
(rounded). 
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Class sizes for grades K-3, as established by this section, are not subject to waiver by the 
State Board of Education pursuant to Section 33050 or by the Superintendent of Public 
Instruction. 

Calculating the Transition Entitlement 

The elements below comprise transition funding: 

Floor 

+ Gap 

+ Economic Recovery Target (ERT)  

+ Minimum State Aid (MSA) 

= Transition Funding 

 
Floor:  Annual starting point for transition funding.  Recalculated annually, based on 
current year funded ADA, 2012-13 deficit funding rates, 2013-13 categorical funding and 
prior year gap funding. The floor calculation ceases once an LEA is funded at Target. 

Gap:  Difference between the Floor and the Target, multiplied by the gap funding factor 
set with the annual State budget. 

 

Gap Funding  

On July 3, 2014, the Department of Finance (DOF) released the following estimated gap 
factors and COLA percentages for 2013-14 through 2016-17: 
 Estimate 

2013-14 
Actual 

2013-14 
Estimate 
2014-15 

Estimate 
2015-16 

Estimate 
2016-17 

LCFF Gap Funding Percentage  11.78% 12.00% 29.56% 20.68% 25.48% 
Annual COLA 1.57% 1.57% 0.85% 2.19% 2.14% 

 
A few key points about gap funding factors: 

• Gap factors cannot be added together for a total percentage of LCFF gap 
that has been funded. Gap funding factors are based on each LEA’s annual 
LCFF target (after adjusted to reflect revised enrollment, demographics, 
and COLAs). The percentage of gap that is funded must be calculated as a 
percentage of the specific year’s revised and remaining LCFF gap.   

• The gap funding factors listed above are estimates prepared by the DOF. 
For 2013-14, the DOF estimate was 11.78%. On June 25, 2014 at the P-2 
certification, the California Department of Education (CDE) certified the 
2013-14 gap funding percentage at 12.0017%. LEAs should recognize 
there may be changes from estimated to certified gap funding factors. Gap 
factors are adjusted based on the actual P-2 certification and the 
percentage is locked upon the actual P-2 calculation. 
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• The gap funding factors are also dependent on the current year state 
budget appropriation for LCFF implementation and future year projections 
of such. The current projections of state level gap funding that determine 
the percentages are: $4.722 billion in 2014-15, $2.583 billion in 2015-16, 
and $2.837 billion in 2016-17.   

Supplemental and Concentration Grants 
Education Code Section 42238.02 increases the LCFF base grant by a supplemental grant 
and a concentration grant. These are determined by LEAs’ unduplicated count of pupils 
who are eligible for free and reduced price meals, or who are classified as English 
Learners, or as Foster Youth. 

The Superintendent of Public Instruction will annually compute the percentage of 
unduplicated count using the criteria above, utilizing data reported through the California 
Longitudinal Pupil Achievement Data System (CALPADS). A pupil who is identified in 
more than one category will only be counted once in determining the unduplicated pupil 
count. This data is subject to annual review and validation by the county office of 
education and is subject to audit under the state audit guidelines. 

In this section, the term “adjusted grade span base grant” refers to the base grant plus the 
grade span adjustment where applicable. The supplemental grant is equal to 20% of the 
adjusted grade span base grant multiplied by the unduplicated pupil percentage. If the 
LEA’s unduplicated pupil count percentage exceeds 55% then the district or charter 
school will receive a concentration grant. The concentration grant is equal to the district’s 
unduplicated pupil count percentage in excess of 55% multiplied by 50% of the adjusted 
grade span base.  

For example, an LEA with a 60% unduplicated percentage would have a concentration 
grant in the target equal to 5% multiplied by 50%, multiplied by the adjusted base grant, 
multiplied by the LEA’s ADA for each grade span.  

For a charter school physically located in one school district, the charter school’s 
percentage of unduplicated pupils used to calculate the concentration grant cannot exceed 
the percentage of unduplicated pupils of the school district in which the charter is located. 
If the charter school is physically located in more than one school district, the charter’s 
percentage of unduplicated pupils cannot exceed that of the school district with the 
highest percentage of unduplicated pupils.  Beginning in 2014-15, the authorizing school 
district will automatically be included as a district of physical location.  

Minimum State Aid (Hold Harmless) 
Minimum State Aid (MSA) is the level of funding to ensure LEAs receive at least the 
same amount in state aid as received in 2012-13, adjusted for changes in ADA and 
property taxes. MSA applies primarily for basic aid districts because categorical funding 
was not previously offset by local property taxes because of loss of eligibility under new 
rules.  
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Cost of Living Adjustments 
During the transition to full LCFF implementation, COLA is not the key determinant of 
increases in funding. The difference between a district’s starting point, its LCFF target 
(gap) and the state’s LCFF gap percentage funding are the drivers of funding for all 
districts until full implementation. 

Under the LCFF, the COLA is applied to the entitlement targets. The FCMAT LCFF 
Calculator will yield specific projected dollars and percentage funding increases for 
individual districts and charter schools. 

Districts whose current funding exceeds their LCFF target amount (hold harmless / 
minimum state aid) will not receive an increase attributed to the COLA percentage. 
Annual COLAs are applied to LCFF target amounts. Once the LCFF is fully funded, the 
base LCFF amounts will receive annual COLA increases. The DOF estimates the 2014-
15 COLA as 0.85%, 2015-16 as 2.19%, and 2016-17 as 2.14%.  

 

LCFF Calculator 
The LCFF Calculator is designed to do the heavy lifting of calculating the LCFF and is 
intended for use by LEAs for LCFF revenue projections. The LCFF Calculator 
development team includes representatives from the California Department of Education 
(CDE), the Department of Finance (DOF), and the State Board of Education to ensure the 
calculator accurately reflects current legislation. 

The most recent version of the LCFF Calculator was released on November 3, 2014 and 
is posted on the FCMAT website at www.fcmat.org. Version 15.3 of the calculator 
incorporates the following changes: 

• Adds a section to the Enrollment and Unduplicated Pupil Percentage for 
COE students for school districts. 

• Updates for changes in California Education Code. 

• Updates to mirror CDE display of information. 

• Corrects formula errors. 

• Updates for CDE certifications. 

o Revises the 2014-15 Unduplicated Pupil Percentage formula for the 
revised Education Code (if 2014-15 is greater than 2013-14, then it 
isn’t averaged and 2014-15 will be used). 

o Adjusts the district class size to allow use of the May Revision 
estimated gap or most current gap estimate in calculating required 
progress toward 24:1 student-to-teacher ratio. 

http://www.fcmat.org/
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o Terminology to match CDE vernacular used in the exhibits, such as 
MSA and additional SA. 

o Separates home-to-school transportation and the small school district 
bus replacement program. 

o Corrects in-lieu of property tax for basic aid calculations. 

o Corrects basic aid fair share calculation. 

o Removes calculation of Economic Recovery Target (ERT) and instead 
pulls the CDE certified amount for eligible LEAs. 

o Updates categorical information, including adjustment for the deferred 
maintenance extreme hardship. 

o For new charter schools starting in 2014-15, will pull certified district 
of physical residence information automatically, like new charter 
schools starting in 2013-14 did previously (based on 2013-14 certified 
school district information). 

• Adds three more local use tabs for a total of five. 

• Updates graphs referring only to a single fiscal year from 2013-14 to 
2014-15. 

The LCFF Calculator is designed to calculate LCFF revenue projections for 2014-15, 
2015-16 and 2016-17 and to accommodate all types of districts, including basic aid 
districts and charter schools. It provides input fields to incorporate year-to-year changes 
in COLA, ADA, property taxes, unduplicated counts and gap funding. Additional 
features include K-3 Grade Span Adjustment, ERT payments and graphical depictions of 
multiyear funding. The calculator also incorporates the minimum state aid calculations of 
the LCFF. 

 

Targeted Instructional Improvement Grant; Home-to-
School Transportation 
The Targeted Instructional Improvement Grant (TIIG) and Home-to-School 
Transportation, including small school district transportation, are permanent add-ons to 
LCFF target entitlements. 

The two programs have been repealed although the funds are made available to the 
school districts, county offices of education and charter schools that previously received 
this funding. The funds will be treated as a permanent add-on under the LCFF.  

The use of the funds was intended to be flexible for any educational purpose. However, 
the budget contains transportation maintenance of effort language to continue expending 
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at the same level as received in revenue for this purpose in 2012-13 [see Education Code 
2575(k)(1) and Education Code 42238.03(a)(6)(B)]. This requirement is ongoing for 
transportation.  

School districts and county offices of education should review district and local priorities 
in assessing the use of these funds. No COLA will be added to these funds in the future. 

 

LCAP (Local Control Accountability Plan) 

Proposed LCAP Changes 

Permanent Expenditure Regulations and LCAP Template 

The SBE is set to act on the permanent regulations and LCAP template at its November 
meeting. The most recently proposed changes to the expenditure regulations and LCAP 
template were approved by the Board in September. September 22 marked the end of the 
15-day public comment period for those changes. The changes outlined below highlight 
these approved regulations and LCAP template. It is anticipated that the SBE will adopt 
these changes. 

Key changes proposed to the state’s priorities are (bolded): 

• Implementation of State Standards: implementation of academic content and 
performance standards and English language development standards adopted 
by the state board for all pupils, including English learners. (Priority 2) 

• Parental involvement: efforts to seek parent input in decision making at the 
district and each school site, promotion of parent participation for programs for 
unduplicated pupils and special need subgroups. (Priority 3) 

Key changes proposed for the LCFF expenditure regulations are: 

1. Clarification of the definition of “consult with pupils”: clarifies that such 
consultation means a process to enable pupils, including unduplicated 
pupils and other numerically significant pupil subgroups, to review and 
comment on the development of the LCAP. 

 This process may include surveys of pupils, forums with pupils, pupil 
advisory committees, or meetings with pupil government bodies or other 
groups representing pupils.  

2. Inclusion of a definition of “English learner parent advisory 
committee.” 

3. Inclusion of a definition of “parents.” 
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4. Inclusion of a definition of “parent advisory committee.”  

5. Under Section 15496, the addition of the terms “principally” and “are 
effective in” have been added with respect to the use of supplemental and 
concentration funds. The regulations as proposed would require LEAs to 
describe in the LCAP how districtwide and schoolwide services are 
“principally” directed toward, and “are effective in” meeting the district’s 
goals for its unduplicated pupils in state priority areas. “Principally” 
directed toward is locally defined.  

6. A requirement is added for school districts with unduplicated pupils of 
less than 55% of a district’s enrollment or a school’s enrollment of less 
than 40% who use funds on a districtwide and school wide basis.  In 
addition to describing how the use of these funds are the most effective 
use of the funds, the proposed regulations add a requirement to provide 
the basis for this determination, including, but not limited to, any 
alternatives considered and any supporting research, experience, or 
educational theory. 

7. An expanded requirement for county offices in approving district LCAPs 
under Education Code Section 52070(d)(3): The county superintendent 
of schools shall include review of any descriptions of districtwide or 
schoolwide services provided pursuant to regulations 15496(b)(1) 
through (b)(4) when determining whether the school district has fully 
demonstrated that it will increase or improve services for 
unduplicated pupils pursuant to Section 15496(a). 

Key changes to the proposed LCAP template are: 

• Instructions are revised to clarify the tables and assist LEAs in completion 
of the template. 

• Section 1: Stakeholder Engagement 

o An Annual Update box is added 

• Section 2: Goals, Actions, Expenditures, and Progress Indicators 

o Goal Table of the Local Control and Accountability Plan and Annual 
Update Template (5 CCR, Section 15497.5) is redesigned to further 
clarify identification of goals, actions and expected measurable 
outcomes for all pupils, and for pupil subgroups. In addition, the 
redesign more clearly identifies the state priority or priorities to which 
a goal and related actions and services are connected.  

o Scope of Service is added that identifies the school sites or grade 
spans covered, including “all” for all schools or grade levels. 
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o Pupils to be served within identified scope of service is added that 
identifies the pupils to be served within the identified scope of service, 
including “all” for all pupils. 

• The Annual Update section of the template includes expected progress for 
each stated goal and outcome in the school year that is coming to a close; 
a review of actions and services provided, and describes any changes 
made in the LCAP for the next three years that are based on this review. 

o Reports the current year’s progress on outcomes and compares 
planned Actions/Services to Actual Actions/Services. 

o Reports an estimate of the year’s Actual Annual Expenditures. 

• Section 3: Use of Supplemental and Concentration Grant funds and 
Proportionality 

o Section 3A (previously Section 3C) includes a box to enter the dollar 
amount associated with the increase in funds according to Step 5 of the 
regulations (5 CCR, Section 15496). 

o Section 3B (previously Section 3D) includes a box to enter the 
percentage associated with the proportionate percentage increase as 
calculated in Step 7 (5 CCR, Section 15496). 

The CCSESA LCAP Approval Manual will be revised to reflect changes adopted by the 
SBE and will be released in the coming months. 

The proposed revisions to the LCAP template are redesigns in response to public 
comment and in response to questions from the field as practitioners developed the 2014-
15 LCAP.  

The proposed permanent regulations and LCAP template can be found in on the State 
Board of Education website at http://www.cde.ca.gov/be/.   

 

CALPADS 

Fall 1 Submission 

The Fall 1 submission period opened October 1 with a certification deadline of December 
12, 2014. A certification and amendment calendar is posted on the CDE web page: 
http://www.cde.ca.gov/ds/dc/es/subcal.asp 

Major changes effective with the fall submission are highlighted on the CALPADS Flash 
#92 to include: 

• The requirement for LEAs to exit all enrollments from 2013-14 and 
submit new enrollments for 2014-15. This requirement is intended to 

http://www.cde.ca.gov/be/
http://www.cde.ca.gov/ds/dc/es/subcal.asp
http://www.cde.ca.gov/ds/dc/es/subcal.asp


 22 

reduce the number of concurrent enrollment conflicts and is identified by a 
fatal certification error (CERT112). 

• The primary language component was removed from the Multiple 
Identifier (MID) detection process. 

• Only changes to student’s English Language Acquisition Status (ELAS) 
must be submitted as this ELAS data is now reported in the Student 
English Language Acquisition (SELA) file. 

To certify Fall 1 data, local educational agencies (LEAs) and independently reporting 
charters (IRCs) must have zero fatal errors and an anomaly rate of less than 2%. Those 
certifying by December 12, 2014 will receive a preview of their Unduplicated Pupil 
Percentage (UPP), which will assist them in determining the need to make corrections 
prior to the close of the Fall 1 amendment window on February 13, 2015. 

New Functionality  

CALPADS’ new functionality will identify foster students enrolled in LEAs based on a 
statewide match and will provide information such as the student’s social worker and 
educational representative. In 2015, LEAs will be able to “look up” a student who they 
believe to be a foster youth but was not identified in the statewide match process. 

In addition, CALPADS will eventually prevent LEAs from submitting data for closed or 
temporarily closed schools. In the meantime, steps are required to ensure these data are 
not certified. 

New County Office of Education LCFF Report  

A new CALPADS report, Certification Report 1.19, COE LCFF - Count will be available 
for COEs in mid-November. This report will provide counts of students who will be 
funded through the COE and those who will be attributed back to the district of residence. 
The report will also include counts for charter schools operating county programs and 
court schools. This report will be reflective of the population of two fields, Student 
School Transfer Code and District of Geographic Residence Code, on the Student 
Enrollment (SENR) file. 

More information on the new CALPADS report, Certification Report 1.19, COE LCFF – 
Count can be found at http://www.cde.ca.gov/ds/sp/cl/calpadsupdflash93.asp 
 

Property Taxes 
The Orange County Assessor’s 2014-15 Local Assessment Roll of Values indicates that 
roll values have increased countywide by 6.42% or $28.4 billion. Statewide, the 
Proposition 13 Consumer Price Index (CPI) increase is 0.45% for all properties that have 
a market value greater than the Proposition 13 taxable value on January 1, 2014.  

At this time, school districts may refer to the County of Orange Auditor-Controller’s tax 
ledger http://tax.ocgov.com/acledger/index_eGov.asp to find initial tax levies for secured 

http://www.cde.ca.gov/ds/sp/cl/calpadsupdflash93.asp
http://tax.ocgov.com/acledger/index_eGov.asp
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and unsecured property taxes. The initial tax levies can be compared to prior year initial 
tax levies and prior year actual taxes received to identify trends in property taxes. The 
Auditor-Controller’s office will be providing the 2014-15 P-1 property tax estimates to 
our office by November 15, 2014. For budgetary purposes, we recommend that you either 
wait for the 2014-15 P-1 property tax estimates or refer to the Auditor-Controller’s tax 
ledger and perform trend analysis to estimate 2014-15 secured property taxes. 

 

Special Circumstances and the LCFF 

Adult Education 
Adult education funds continue to be folded into the LCFF and are intended to be flexible 
for any educational purpose. The enacted 2013-14 budget added provisions for adult 
education to maintain expenditures for two years. For the 2013-14 and 2014-15 fiscal 
years only, the district or county office of education is required to expend no less for the 
adult education program than the amount spent in the 2012-13 fiscal year. MOE 
compliance will be audited for the 2014-15 fiscal year. See the Audit Requirements 
section for details. 

The 2013-14 budget also required the Chancellor of the Community Colleges and the 
state Department of Education to jointly provide two-year planning and implementation 
grants to regional consortia and community college districts to develop regional plans to 
better serve the education of adults. This two-year grants are outside of the LCFF. For 
more information on the implementation of the planning grants and consortia see 
http://ab86.cccco.edu/Home.aspx. 

The January Governor’s Budget proposal is expected to address adult education for 2015-
16.  

 

Basic Aid 

Under the LCFF, the determination of a basic aid district is made exclusive of funds 
received through the Education Protection Account (EPA) and further excludes revenues 
received through the LCFF hold harmless calculation, including previously received 
categorical funds. A basic aid district is defined as a district that does not receive state aid 
to fund the floor entitlement for transition to the LCFF or any portion of the LCFF at full 
implementation. 

Basic aid districts will receive minimum state aid (MSA) funding (hold harmless) of no 
less than the amount received in 2012-13. The MSA amount will be calculated based on 
the categorical allocation net of 8.92% fair share reduction. However, the fair share 
reduction is limited by the district’s property taxes (excluding the one-time 
redevelopment agency revenue) in excess of the 2012-13 revenue limit and by the total of 
all categoricals enumerated by the LCFF.  

http://ab86.cccco.edu/Home.aspx
http://ab86.cccco.edu/Home.aspx


 24 

Basic aid districts are subject to the LCAP and Supplemental and Concentration Grant 
regulations under LCFF.  

Miscellaneous Basic Aid Revenues 

• Minimum guarantee of $120 per ADA (remains unchanged). 

• EPA $200 per ADA ongoing funding is dependent on basic aid status, 
until EPA’s temporary taxes expire and is in addition to the $120 basic aid 
guarantee. 

• District of Choice credit is at 70% of district of residence LCFF base 
grants transitional or funded amount until full implementation (excluding 
supplemental and concentration grants). Education Code Section 48310 
becomes inoperative on July 1, 2016. 

• Charter School Basic Aid Supplement is at 70% of district of residence 
LCFF base grants transitional or funded amount until full implementation 
(excluding supplemental and concentration grants).  

• Court-ordered is at 70% of district of residence LCFF base grants 
transitional or funded amount until full implementation (excluding 
supplemental and concentration grants). These students will be included in 
the receiving district’s unduplicated pupil count. Districts that are in basic 
aid status should report these students as court-ordered to receive the 70% 
of the funding. Once a district transitions to LCFF funding, these students 
should be reported as district students. 

EPA and Basic Aid 

Consistent with the current provisions of the EPA, all districts are guaranteed a minimum 
of $200 per ADA beginning in 2012-13 and each year thereafter through 2018-19. For 
state-funded districts, EPA is an offset to state aid. Because basic aid districts do not 
receive state aid, they receive this minimum EPA funding of $200 per ADA as additional 
revenue. 

Through the implementation of the LCFF, basic aid districts that lose their basic aid 
status may receive a proportionate offset to the $200 per ADA minimum in EPA funding 
as state aid revenues grow. The LCFF Calculator includes this offset calculation. During 
the period when a basic aid district transitions from basic aid to state funded, however, 
the additional EPA minimum revenue should not be budgeted until this calculation is 
fully vetted with the CDE. 

Cash and Reserves for Basic Aid Districts 

Basic aid districts should carry higher than minimum reserves. Dependence on property 
taxes means dependence on assessed property values. Greater than minimum reserves 
provide a buffer should assessed values fall short of projections.  
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Those districts that are basic aid under transitional LCFF funding may convert to State 
aid funded as gap funding is provided or at full LCFF implementation. Districts are 
advised to be cautious in planning for this possibility. Cash flow will be significantly  
affected for districts transitioning out of basic aid status. This could mean a district will 
be treated as a basic aid district by the CDE and an LCFF district by its county controller. 
All basic aid districts are advised to work closely with our office in projecting their 
current and future basic aid status. 
 

Charter Schools 

LCFF for charters is largely identical to district funding, except in certain circumstances 
charter funding will be constrained by factors related to the district in which the charter is 
physically located. LCAP requirements for charter schools differ from the requirements 
specified for school districts. 

Funding 

Similar to school districts, charters will receive a base rate for each of the four grade 
spans, and add-on funding for the K-3 GSA for class size reduction (10.4%) and 9-12 
GSA for Career Technical Education (2.6%). However, charter schools are not subject to 
the 24:1 K-3 class size requirement as a condition of apportionment. 

Charters will also receive supplemental and concentration grants based on their 
unduplicated pupil counts (see Supplemental and Concentration Grants section and 
CALPADS section for more information), but a charter school’s concentration grant 
percentage will be limited to the percentage associated with the school district where the 
charter school physically resides. If the charter school is physically located in more than 
one school district, then the charter’s percentage cannot exceed that of the school district 
with the highest percentage.  

Newly operational charter schools with no prior year funding will use the lesser of the 
charter school’s LCFF target entitlement per ADA, or the prior year per ADA funding 
rate of the district in which the charter school resides to calculate the charter school’s 
LCFF floor. If physically located in more than one district, the district with the higher 
prior year per-ADA funding rate is used. Beginning in 2014-15, the authorizing school 
district will automatically be included as a district of physical location. Other aspects of 
charter school funding remain unchanged, including in-lieu property tax transfers, and the 
use of current year ADA, even in the case of declining enrollment. An exception is that 
beginning in 2014-15, any amount a charter may receive above its transition entitlement 
will reduce state aid.  

Charter school requirements on the use of targeted funds are contained in regulation 
Section 15496(b)(5). Charter schools tend to operate at the school level, and therefore, 
the requirements for charters to use weighted funds are specific to the school level. 
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LCAP for Charter Schools 

Charter schools are required to develop an LCAP focusing on the eight key state priority 
areas that apply for the grade levels served at the charter, or the nature of the program 
operated. The charter school must also consult with its school community in developing 
and annually revising its LCAP.  

The inclusion and description of goals for state priorities in the LCAP may be modified 
to meet the grade levels served and the nature of the programs provided, including 
modifications to reflect only the statutory requirements explicitly applicable to charter 
schools in the Education Code. 

The LCAP must be reviewed and revised annually by the charter’s governing body and 
submitted to its authorizer.  

 

COE Revenue Transfers 

Traditionally, revenue limit funds for students in county-operated special day classes and 
community schools had been transferred to COEs based on the revenue limit of the 
student’s district of residence. However, under the LCFF, these funds instead flow to the 
student’s district of residence, requiring a manual transfer to the COE at the local level. 

A COE receives funding directly from the state for students meeting any of these 
provisions in Education Code Section 2575: 

i) Probation-referred pursuant to Sections 300, 601, 602, and 654 of the 
Welfare and Institutions Code. 

ii) On probation or parole and not in attendance in a school. 

iii) Expelled for any of the reasons specified in subdivision (a) or (c) of 
Section 48915. 

If a COE enrolls a student not funded pursuant to the above, any attendance generated by 
that student is credited to the school district of residence and the associated LCFF state 
aid will be apportioned to the district of residence.  

The LCFF provides that if a district enrolls its students in a COE program, the district 
will need to work with the COE to transfer the associated LCFF revenue to the COE or 
work out an alternative agreement for those students. In some instances these transfers 
may involve students attending COE programs in another county. The CDE is finalizing a 
process to provide for an optional transfer at the state level, should both the district and 
the COE agree to the transfer and on the amount to be transferred. It is expected this 
option will be incorporated into the 2014-15 apportionment software release.  

For the 2014-15 advance apportionment, which is based on the prior year P-2 
certification under LCFF, the funding for pupils served by COEs in special education and 
other programs is attributed to the districts. This impacts various programs operated by 
the COE: special day class, opportunity and community “A” & “B” students, etc.  
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Independent Study 

Senate Bill 858, Chapter 32/2014 made changes to California's Independent Study (IS) 
Program statutes. Some of the changes took effect on the date the bill was signed, and 
some will take effect beginning with the 2015-16 school year. 

Reduced Administrative Requirements 
New legislation allows local governing boards to approve entire IS courses (rather than 
individual assignments) in the 2015-16 school year, as equivalent to a given amount of 
instructional time. The local governing board is required to certify annually that these 
courses are of the same quality and rigor as classroom–based courses and meet relevant 
state and local academic standards. This eliminates the requirement to sign and date each 
individual assignment. Students enrolled in these courses need to demonstrate 
"satisfactory academic progress" as determined bi-monthly by an appropriately 
credentialed teacher. Beginning in 2014-15, IS programs are allowed to store certain 
student records electronically and to extend written learning contracts across the entire 
school year rather than a single semester. 

Modified IS Student–Teacher Ratio Requirements 
The state historically required the student-teacher ratio in a school district’s IS program 
to be no greater than the districtwide average (excluding independent study) student-
teacher ratio.  Beginning 2014-15, legislation requires separate calculations by grade span 
– K-3, 4-6, 7-8, and 9-12 (not including the average of special education classes or 
necessary small schools). The trailer legislation allows the ratio requirement to be waived 
if an alternative ratio is negotiated as part of a local collective bargaining agreement. If 
existing bargaining language establishes alternative ratios, a memorandum of 
understanding (MOU) should indicate the ratio that was previously bargained. 

In a charter school, the applicable pupils-to-certificated-employee grade span ratios may 
be calculated by using a fixed pupils-to-certificated-employee ratio of 25-to-1, or the 
charter may use the ratio for the largest unified district in the county in which the charter 
operates. All charter school pupils, regardless of age and including special education 
classes, shall be included in the applicable pupil-to-certificated-employee grade span 
ratio calculations. 

No student can be required to enter into an IS agreement, and the student cannot be 
excluded from an IS agreement for lack of ability to provide the equipment or materials. 

Districts and charter schools are encouraged to review and modify IS policies to comply 
with the new requirements. SB 858 can be found at 
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201320140SB858&se
arch_keywords. 

 

 

http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201320140SB858&search_keywords
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=201320140SB858&search_keywords
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Regional Occupational Programs / Career Technical 
Education 

The ROC/P funding was rolled into the LCFF base for districts and county offices that 
received the funding directly from the state. However, there is a maintenance of effort 
requirement for the 2013-14 and 2014-15 fiscal years that requires the same total 
expenditures as 2012-13.  

County offices of education will satisfy the MOE requirement if they collectively 
maintain ROC/P spending countywide, including expenditures of school districts within 
the county. MOE compliance will be audited for the 2014-15 fiscal year. See the Audit 
Guide section for details. 

SB 97 (Statutes of 2013) clarified the separate MOE requirements related to ROC/P 
JPAs. 

Even though the 2.6% grade span adjustment is unrestricted, the intent of the funding is 
to allow districts to provide for CTE in a manner consistent with the LCFF’s focus on 
flexibility and local control. A CTE component is required in the local control and 
accountability plans. SB 97 clarified LCAPs should include goals related to the 
percentage of pupils that complete “career technical education sequences or programs of 
study that align with state board-approved career technical educational standards and 
frameworks.” 

Another round of $250 million was allocated for one-time funding in Career Technical 
Education Pathway Grants in 2014-15 to be competitively awarded for work-based 
learning programs.  CDE will post information regarding applying for these funds within 
the next few months.  

Federal CTE funds, including Carl Perkins funding, are not part of the LCFF and 
continue to be subject to all existing compliance and reporting requirements. 

 
Cash Management 
The 2014-15 adopted state budget repays nearly $4.7 billion to Proposition 98 General 
Fund for K-12 revenues that had been deferred from one year to the next during the Great 
Recession, leaving an outstanding balance of $897.184 million in K-12 deferrals. Further, 
the budget includes a trigger mechanism that will appropriate any additional funding 
resources attributable to the 2013-14 and 2014-15 fiscal years subsequent to the 
enactment of the budget for the purpose of retiring this remaining deferral balance. 

Pursuant to Education Code Section 14041.6(h), $897,184,000 is to be deferred from 
June 2015 principal apportionment warrants to July 2015. 

Cross Fiscal Year Principal Apportionment Deferrals 

Actual K-12 principal apportionment cross fiscal year deferrals have declined by $4.67 
billion in 2014-15. 
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Time Frame 2013-14 2014-15 

April to July $917,542,000 Eliminated 

May to July $2,352,430,000 Eliminated 

June to July $2,301,128,000 $897,184,000 

Deferred across fiscal years $5,571,100,000 $897,184,000 

 
For the 2014-15 fiscal year, the State Controller’s Office has posted estimated payment 
dates for K-12 principal apportionments, lottery apportionments, and Education 
Protection Account (Proposition 30) apportionments through December 2014. Those 
dates are listed in the following table: 

 July 
2014 

Aug. 
2014 

Sept. 
2014 

Oct. 
2014 

Nov. 
2014 

Dec. 
2014 

K-12 Principal Apportionment 7/29/14 8/27/14 9/26/14 10/29/14 11/24/14 12/29/14 

K-12 Education Protection 
Account (EPA) 

  9/24/14   12/23/14 

K-12 Lottery   9/30/14   12/30/14 

 
Our office recommends the following cash management options for school districts: 

• Revise 2014-15 cash flow projections to reflect the appropriate cross fiscal 
year deferral reductions: 32.39% of the June 2015 P-2 apportionment will 
be deferred to July 2015 based on the latest CDE estimate. 

• Evaluate cash flow projections as soon as possible and develop a plan of 
action to address cash shortfalls. Options include: 

o A temporary transfer from the county treasurer (Education Code 
Section 42620). 

o Temporary interfund borrowing (Education Code Section 42603). 

o Cross fiscal year tax revenue anticipation notes (TRANs). 

Education Protection Account 
The Education Protection Account (EPA) provides LEAs with general purpose state aid 
funding pursuant to Proposition 30, the Schools and Local Public Safety Protection Act 
of 2012, approved by the voters on November 6, 2012. These temporary taxes are set to 
expire as follows: 
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• End of 2016, additional ¼ cent sales tax expires. 

• End of 2018, increase to personal income tax for high income earners 
expires. 

The California Department of Education posts information and frequently asked 
questions on the EPA. The EPA Web page provides information on LEAs EPA 
entitlements (http://www.cde.ca.gov/fg/aa/pa/epa.asp), the resulting impact to state 
funding, and FAQs. The language in the constitutional amendment requires that funds 
shall not be used for the salaries and benefits of administrators or any other 
administrative costs. LEA boards must make annual spending determinations in an open 
session at a public meeting. Districts are also required to annually post on their website 
an accounting of how much money was received from EPA and how that money was 
spent. 

The EPA funding is a component of an LEA’s total LCFF. EPA entitlements will 
continue to be calculated on LCFF entitlements. Consistent with the current provisions of 
the EPA, all districts are guaranteed a minimum of $200 per ADA beginning in 2012-13 
and each year thereafter through 2018-19. For state funded districts, EPA is an offset to 
state aid. Because basic aid districts do not receive state aid, they receive this minimum 
EPA funding of $200 per ADA as additional revenue. 

For 2014-15, the total revenues estimated from the EPA will be approximately $6.6 
billion. The CDE has estimated that this funding equates to 21.9621% of the 2013-14 
statewide revenue limit and charter school block grant total with entities not receiving 
less than $200 per ADA. Charter schools constituted in 2014-15 will receive the 
minimum $200 per ADA. 

 

 
Funding Outside of the LCFF 

Categoricals / Regulated Programs 

A list of remaining state categorical or regulated programs are: 
Resource Program Name 
6015 Adults in Correctional Facilities (2014-15 COLA .85%) 
6010 After School Education & Safety Program 
7010 Agricultural Vocational Education 
7210 American Indian Early Childhood Education (2014-15 COLA .85%) 
0000 Assessment 
7365 Foster Youth Services Programs (2014-15 COLA .85%) 
7220 Partnership Academies 
7400 Quality Education Investment Act 
65XX Special Education (2014-15 COLA .85%) 
7370 Specialized Secondary Programs 
6650, 6690 Tobacco-Use Prevention Education 
7405 Common Core State Standards Implementation (one time funds to be spent by 6/30/15) 

 

http://www.cde.ca.gov/fg/aa/pa/epa.asp
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All other categorical programs are rolled into LCFF and without future funding 
restoration.  

Williams Act: Funding is absorbed by the LCFF, but the requirements are still in place. 
It is expected that LCFF funds will be used to meet the requirements. 

Deferred Maintenance: Education Code Section 17582 is amended. While funding for 
deferred maintenance is part of the base in the LCFF, the responsibility for maintaining 
district facilities becomes part of a district’s Local Control Accountability Plan (LCAP). 

Economic Impact Aid (EIA) Funding: EIA is now one of the categorical programs 
included in the LCFF formula. Currently the requirement to post expenditure data to the 
LEA’s website under Education Code 54029 is still in effect. Districts should continue to 
post expenditures until cleanup language is completed. Carryover funds from EIA 
entitlements for 2012-13 and any previous fiscal years are still subject to the former EIA 
restrictions. 

Lottery: Lottery funding is calculated in the same manner as prior years, with the 
exception of ROP ADA and Adult Education ADA. Government Code 8880.5(a)(2) 
extended lottery funding based on the 2007-08 ROP ADA and Adult Education ADA 
through 2014-15. Under current law these two ADA totals will no longer be part of the 
lottery calculation for 2015-16 and beyond. This potentially has a significant drop in 
lottery funding for some agencies. 

The CDE estimates the lottery will provide $162 per ADA ($128 per ADA in unrestricted 
lottery revenues and $34 per ADA in Proposition 20 revenues) for 2014-15.  

Mandated Costs: The adopted state budget allocates $400.5 million to pay down a 
portion of the debt owed to K-12 for mandated costs. The funds will be paid on a per 
ADA basis, which is estimated to be about $67 per ADA, regardless of whether or not 
LEAs have outstanding mandate claims. For LEAs with outstanding mandate claims, the 
funding allocated will count toward retiring the state’s mandate obligation. The funds are 
unrestricted, and while school districts are not required to spend the funds on Common 
Core State Standards (CCSS) implementation, it is the Legislature’s intent for the funds 
to be used toward CCSS.  

District opting to accept the Mandate Block Grant (MBG) will receive $28 per ADA for 
students in grades K-8, and $56 per ADA for students in grades 9-12. Charter schools 
will receive $14 per ADA for students in grades K-8, and $42 per ADA for students in 
grades 9-12. COEs will receive $28 per ADA for students in grades K-8 and $56 per 
ADA for students in grades 9-12 and $1 per countywide ADA. The MBG now includes 
Uniform Complaint Procedures, Public Contracts, and Charter Schools.   

LEAs that do not opt to receive funding through the MBG will need to continue to collect 
data and submit for reimbursement.  However, the budget does not include funding for 
mandated cost claims, although the Governor does suggest plans to retire outstanding 
claims in the 2015-16 through 2017-18 timeframe. 

Routine Restricted Maintenance: LEAs continue to have flexibility to reduce the 
contribution to 1% (or 0% if in compliance with Williams) through 2014-15, and then the 
3% requirement returns. The requirements under the Williams Act remain. Districts 
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should review their routine maintenance needs, ensure Williams Act requirements are 
met and that students are housed in safe, clean and good repair facilities. 

Regional Programs: The LCFF permanently eliminates a wide range of regional 
programs as separate identified funding streams. Districts that are receiving regionalized 
services or funding through another LEA should be aware the regional provider may not 
be able to sustain these services indefinitely without district contributions.  

 

Child Care and State Preschool 

The funding for child care and state preschool programs has not been changed since the 
adopted budget. Included in the state budget was additional funding for state preschool 
programs of $155 million in Proposition 98 for the following: 

• $70 million to fund 7,500 additional slots in part-day preschool programs 
and 7,500 part-day wrap-around slots. In 2015-16 an additional 4,000 state 
preschool slots and 4,000 part-day wrap-around care slots. 

• A 5% increase in the standard reimbursement rate for state preschool 
programs and contracted preschool providers ($22.28 per day). 

• Repeal of state preschool family fees. 

• $50 million for ongoing quality improvement projects. 

• $25 million for one-time early childhood professional development. 
Expenditures are to be encumbered by June 30, 2017. 

o Of the $25 million, $10 million is for early childhood professional 
development training for preschool and transitional kindergarten 
teachers. 

o The remaining $15 million is specifically for professional 
development stipends for teachers. The stipends shall include, and 
are not limited to, stipends for credentialed teachers to complete at 
least 24 units in early childhood education or child development, 
or a combination of both. First priority shall be for transitional 
kindergarten teachers. Second priority shall be for teachers in the 
California state preschool program. 

• $10 million for one-time facilities improvement loans for state preschool 
facility expansion. 

The budget also provides an additional $100 million in non-Proposition 98 child care 
funding for: 
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• 500 additional Alternative Payment Program slots and an increase to the 
regional market rate effective January 1, 2015. 

• 1,000 general child care slots and a 5% increase in the standard 
reimbursement rate effective July 1, 2014 ($36.10 per day). 

SB 1719 (Chaptered on September 28, 2014) added Education Code Section 48003, 
which requires LEAs to provide an annual report to the CDE starting with the 2015-16 
school year that contains information on the type of kindergarten program offered 
including part-day, full-day, or both. 

 

Common Core Implementation Grant 
LEAs have until the end of 2014-15 to finish spending the Common Core funding and 
file their expenditure report to the CDE. The CDE expenditure report has not yet been 
released is anticipated prior to the end of the fiscal year. 

 

Federal Funding / Sequestration 

The Consolidated Appropriations Act finalized fiscal year (FY) 2014 funding for federal 
agencies including Education and ended the possibility of further sequestration cuts in FY 
2014. However, the Budget Control Act sequestration provisions are still in effect until 
2023. 

The Consolidated Appropriations Act funded ESEA Title I at $14.38 billion with a 
$624.5 million increase above the FY 2013 sequestration level. IDEA funding for FY 
2014 is $11.4 billion with a $497.9 million increase above the FY 2013 sequestration 
level. This represents a 4.5% funding increase for Title I and IDEA above the FY 2013 
sequestration level. These increases partially restore the FY 2013 5.23% sequestration 
cuts. Districts receiving Impact Aid funding had the FY 2013 5.23% sequestration cuts 
restored in FY 2014 because Impact Aid was funded at $100 million above its pre-
sequestration FY 2013 level.  

California schools received an increase in FY 2014 (school year 2014-15) of 
approximately $60 million for Title I and $50 million for IDEA above FY 2013 
sequestration levels. California will need to submit a competitive application to obtain 
funding for the new preschool Early Childhood program jointly administered by Health 
and Human Services and Education. 

For the 2014-15 school year, funded with FY 2014 funds, districts should expect a 4.5% 
increase in funding for Title I and IDEA above the FY 2013 sequestration levels. The 
Perkins Career and Technical Education program is funded at 5.0% above FY 2013 
sequestration levels. For years after 2014-15, it would be prudent to plan for possible 
reductions in federal funding until Congress resolves the federal deficit issues that led to 
sequestration.  
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Fiscal Year 2015 (school year 2015-2016): The new fiscal year (FY 2015) begins 
October 1, 2014. Congress passed a short term Continuing Resolution (CR) that is in 
effect until December 11, 2014. The temporary FY 2015 CR funds federal agencies 
including the Department of Education at FY 2014 levels subject to a small 0.0554% 
across the board cut. The FY 2015 CR provides funding to school districts for most 
federal education programs such as Title I and IDEA for use during the 2015-16 school 
year. Impact Aid is an exception. FY 2015 funding for Impact Aid provides current 
school year (2014-15) funding.  

A priority for Congress when it returns November 12 for session is to complete FY 2015 
funding. Congress could pass an Omnibus Appropriations bill including the Labor, HHS, 
and Education bill, another Continuing Resolution for the remainder of the year, or 
another short term CR through March 2015. An Omnibus bill including a Labor, HHS 
and Education is the  best option for education program funding. Congress used the final 
FY 2014 levels as the basis for the temporary CR, which will be the starting point for the 
final FY 2015 Omnibus bill or CR. Preliminary multiyear planning could assume the 
continuation of 2014 funding levels in FY 2015 with the possibility of a very small 
reduction. The Omnibus bill or CR will set the final FY 2105 funding levels to determine 
how much IDEA and Title 1 funding states and local school districts will receive in 
school year 2015-16. Long term Budget Control Act sequestration cuts could return in 
FY 2016. 

 

Foster Youth Services 
The state Foster Youth Services program provides support services for foster children, 
who often experience multiple placements in foster care. The Foster Youth Services grant 
programs are still available and were not included in the list of categorical programs that 
were rolled into the LCFF. County superintendents retain the responsibility to coordinate 
services for foster youth among child welfare agencies, schools, juvenile court and 
probation. This also includes the efficient transfer of health and education records among 
those agencies.  

Students identified as foster youth are included in the unduplicated counts used in 
calculating supplemental and concentration grants. Foster youth is also now included as a 
subgroup in the Academic Performance Index that is subject to growth targets as set by 
the State Board of Education. 

Education Code Section 49085 required the state Department of Social Services to enter 
into an MOU with the CDE to share data related to pupils in foster care. The CDE is then 
required to inform LEAs, at least weekly, of any pupils enrolled in their schools who are 
in foster care to ensure these students receive the appropriate educational support and 
services.  

The CDE and the California Department of Social Services (CDSS) have established an 
MOU to conduct statewide matching of student data to foster data to ensure that foster 
youth are included in the unduplicated count. The CDE has also developed the required 
functionality that will allow foster data to be updated in CALPADS on a weekly basis 
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beginning in fall 2014. For more information on how foster youth may be identified in 
CALPADS, see CDE’s website for Frequently Asked Questions regarding Foster Youth 
under the LCFF: http://www.cde.ca.gov/fg/aa/lc/lcfffaq.asp#FOSTER 

 

Interest Yield Projections 
The Orange County Treasurer-Tax Collector forecasts a gross yield for fiscal year 2014-
15 of 0.49%. We recommend that school districts estimate interest earnings at 0.49% for 
the current year and two subsequent years. 

Medi-Cal Administrative Activities 
On September 12, 2014, the California Department of Health Care Services (DHCS) 
announced that the federal Centers for Medicare and Medicaid (CMS) agreed to end the 
current DHCS Reasonableness Test Criteria (RTC) comprehensive review process, 
effective immediately. CMS has also agreed to an interim process by which schools will 
receive a percentage of their claims, with a recasting (reconciliation) to occur once the 
RMTS process is implemented and there are a sufficient number of quarters with which 
to back cast. This methodology will be implemented for all deferred periods, paid and 
unpaid. 

On September 17, 2014, the DHCS held a conference call to let local educational 
agencies (LEAs) know what percentages schools might receive based on the deferred 
claims and what a sufficient number of Random Moment Time Study (RMTS) quarters 
would be used for the recasting (reconciliation). As of this writing, DHCS has not 
published this information formally. 

A draft of the RMTS implementation timeline is available at 
http://www.dhcs.ca.gov/provgovpart/Pages/RMTSimplementationtimeline.aspx. Please 
consult with your LEA MAA Coordinator or the Regional LEC Coordinator for further 
information regarding the new survey methodology scheduled to start January 1, 2015.  

 

Proposition 39 
SB 73 (Chapter 29/Statutes 2013) is the implementation bill for Proposition 39, the 
California Clean Energy Jobs Act. Proposition 39 provides for the creation of clean 
energy jobs, including funding energy efficiency projects and renewable energy 
installations in public schools, universities, and other public facilities. 

For five fiscal years, 2013-14 through 2017-18, funds will be provided for K-14 schools. 
In 2014-15 the total funding available for clean energy projects is $352.5 million. K-12 
LEAs will be allocated $279 million, with LEA distributions based 85% on a per-ADA 
allocation (P-2 of prior year) and 15% on the basis of free and reduced price meal-
eligible students (prior year). The CDE will post the 2014-15 entitlement amounts soon. 
$28 million will go to the Energy Conservation Assistance Act (ECAA) and $37.5 
million to community college districts. 

http://www.cde.ca.gov/fg/aa/lc/lcfffaq.asp#FOSTER
http://www.dhcs.ca.gov/provgovpart/Pages/RMTSimplementationtimeline.aspx
http://www.dhcs.ca.gov/provgovpart/Pages/RMTSimplementationtimeline.aspx
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Minimum grants will be $15,000 plus free and reduced priced meals (FRMP) allotment 
for LEAs with 100 or less prior year P-2 ADA, no less than $50,000 plus FRPM 
allotment for LEAs with more than 100 to 1,000 prior year P-2 ADA, and no less than 
$100,000 plus FRPM allotment for LEAs with more than 1,000 but less than 2,000 prior 
year P-2 ADA. In addition, LEAs with 1,000 or less prior year P-2 ADA may receive 
advances on future allocations, allowing them to bundle two years of funding. 

Note that the Proposition 39 legislation and the associated audit procedure (see Audit 
Requirements section) state that “an LEA may not use a sole source process to award 
funds, and that an LEA may use the best value criteria as defined in paragraph (1) of 
subdivision (c) of Section 20133 of the Public Contract Code.” Clarification of the 
legislative intent is being sought, but at for now LEAs may want to seek legal counsel, 
and at a minimum will need to document that an appropriate competitive process is used 
in awarding any Proposition 39 funds. 

LEAs with 2,000 or more prior year P-2 ADA will receive their allocation based on a 
per-ADA allocation. LEAs that receive more than $1 million must spend at least 50% of 
the funding on projects larger than $250,000 that achieve substantial energy efficiency, 
clean energy and jobs benefits. 

LEAs may pursue other programs and incentives to leverage Proposition 39 awards such 
as but not limited to: Bright Schools Program, California Conservation Corps, bond 
funding and local government program. 

LEAs are expected to provide specific data to the Energy Commission including but not 
limited to an Energy Expenditure Plan with specific required elements, access to all 
utility data for the past 12 months, benchmarking data, cost efficiency analysis, and 
ongoing analysis.   

Allowable uses of Proposition 39 funds include: 

• Energy planning activities occurring on or after July 1, 2013  

• Energy audits and energy surveys/assessments   

• Proposition 39 program assistance 

• Hiring or retaining of an energy manager with a maximum cost of 10% of 
the award or $100,000 each year 

• Energy-related training for classified employees 

The California Energy Commission (CEC) released updated guidelines in June 2014 
outlining an eight-step process for participating in the Proposition 39 program, which 
includes an audit step. These guidelines are available at:  

http://www.energy.ca.gov/2013publications/CEC-400-2013-010/CEC-400-2013-010-
CMF.pdf  

LEAs should not commit the anticipated funds until they are familiar with the final 
guidelines and the criteria to enable them to apply and collect the funds. 

http://www.energy.ca.gov/2013publications/CEC-400-2013-010/CEC-400-2013-010-CMF.pdf
http://www.energy.ca.gov/2013publications/CEC-400-2013-010/CEC-400-2013-010-CMF.pdf
http://www.energy.ca.gov/2013publications/CEC-400-2013-010/CEC-400-2013-010-CMF.pdf
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The following websites contain additional information regarding the funding: 

CDE: http:www.cde.ca.gov/fg/aa/ca/prop39cceja.asp 

California Energy 
Commission: http://www.energy.ca.gov/efficiency/proposition39/faq.html 

 
Energy Conservation Assistance Act 
The Energy Conservation Assistance Act (ECAA) provides interest free loans for energy 
projects with proven energy savings. The Energy Commission is accepting applications 
on a first-come, first-served basis. $28 million was allocated to the ECAA program in 
2013-14 and another $28 million in 2014-15. The maximum loan amount is $3 million 
per application and no minimum amount exists. School districts, charter schools and 
county offices of education are all eligible for the interest free loans. Loan applicants 
must be designated to receive a Clean Energy Jobs Act (Prop 39) award to be eligible for 
the interest free loan. Loans must be repaid from energy cost savings or other legally 
available funds within the maximum payback terms of 20 years. 

Eligible projects include: 

• Lighting system upgrades 

• Pumps and motors 

• Streetlights and LED traffic signals 

• Energy management systems and equipment controls 

• Building insulation 

• Energy generation including renewable and combined heat and power 
projects 

• Heating, ventilation and air conditioning equipment 

• Water and waste water treatment equipment 

• Load shifting projects, such as thermal energy storage 

 
Applications and other detail regarding the program can be found at the following 
website: http://www.energy.ca.gov/efficiency/financing/index.html 
 
It is recommended that LEAs contact the Energy Commission before applying for the 
most current funding availability information. 
 

 

http://www.cde.ca.gov/fg/aa/ca/prop39cceja.asp
http://www.energy.ca.gov/efficiency/proposition39/faq.html
http://www.energy.ca.gov/efficiency/financing/index.html
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Special Education 
Special education will continue to be funded outside the LCFF. For 2014-15, the COLA 
is funded at .85%, which is estimated to be $4.44 per ADA. The estimated deficit in 
special education funding is 2.78%, down from previous estimates of 4.1%. The deficit 
decrease is primarily due to increased property taxes and a revision of the formula used to 
calculate the deficit. 

The state has convened a Special Education Task Force to focus on identifying the vision 
and mission for students with disabilities, and to propose possible reforms. See 
http://www.cde.ca.gov/be/pn/pn/ssetfprojectsummary.asp, 
and http://www.smcoe.org/about-smcoe/statewide-special-education-task-force/ for more 
details. The task force is expected to issue recommendations in late 2014. 

 
Audit Requirements 
Numerous changes were made to the K-12 Audit Guide as a result of the implementation 
of LCFF and LCAP. New procedures adopted for 2013-14 audits included those related 
to Common Core State Standards Implementation Funds, verification of Unduplicated 
Pupil Counts for LCFF, Prop 39 (California Clean Energy Job Act), the Charter School 
Facility Grant, and the Local Control Funding Formula Certification (2013-14 only). 
Details on these procedures can be found at http://eaap.ca.gov/audit-guide/prior-years-
audit-guide-booklet/ or in the May Revision 2014 edition of the Common Message. 

The Education Audit Appeals Panel (EAAP) finalized proposed 2014-15 permanent 
regulations for the 2014-15 Audit Guide at its September 22, 2014 meeting, and the 
regulations are pending Office of Administrative Law review and approval. New or 
amended procedures adopted for 2014-15 include the following: 

• Local Control and Accountability Plan – New procedure to verify that 
the LEA made expenditures aligned with a properly adopted LCAP. 

• K-3 GSA – New procedure to verify the LEA has made adequate progress 
toward the 24:1 K-3 average class size. 

• Maintenance of Effort – New procedures to test for compliance with 
MOE requirements for ROC/P, Adult Education, and Transportation. The 
procedures are identical in all three cases except that 1) only the ROC/P 
procedure allows a county office to count the expenditures of districts in 
its county, and vice versa, and 2) ROC/P and Adult Education procedures 
are for 2014-15 only while the Transportation procedure is ongoing. 

• Common Core – Modification of the 2013-14 procedure to verify the 
required final expenditure report was submitted, and to disallow 
expenditures if the LEA did not comply with plan adoption requirements 
and/or used the funds for disallowed categories of expense. 

http://www.cde.ca.gov/be/pn/pn/ssetfprojectsummary.asp
http://www.cde.ca.gov/be/pn/pn/ssetfprojectsummary.asp
http://www.smcoe.org/about-smcoe/statewide-special-education-task-force/
http://eaap.ca.gov/audit-guide/prior-years-audit-guide-booklet/
http://eaap.ca.gov/audit-guide/prior-years-audit-guide-booklet/
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Details on these procedures can be found in the current Audit Guide booklet 
at http://eaap.ca.gov/wp-content/uploads/2014/09/posted-on-website-audit-guide-excel-
2014-15-july-3-20145.xlsx. Note the 2014-15 Guide linked above has been completely 
reformatted into an Excel file with an interactive table of contents that will allow users to 
jump directly to the procedure of interest. 

 

Instructional Days 
Education Code 46201.2 authorized school districts, county offices of education and 
charter schools to reduce up to five days of instruction or the equivalent number of 
instructional minutes without incurring penalties or reduction in the longer day/year 
incentive funding for the 2009-10 through 2014-15 school years. The State Budget 
continues to provide all school districts, county offices of education and charter schools 
with school year reduction flexibility through 2014-15. The link below provides guidance 
on how to make the reduced instructional minutes calculation. 

http://www.cde.ca.gov/fg/au/ag/reducingit.asp 

Education Codes 46207 and 46208 have been added, requiring districts whose funding 
equals or exceeds their LCFF target to offer the statutorily required instructional minutes 
and 180 days or more of instruction, but the flexibility to reduce the year by up to five 
days provided in Education Code 46201.2 remains through 2014-15. Both 46207 and 
46208 provide for the withholding of LCFF apportionment from school districts offering 
less than the minimum instructional minutes or days. 

Because of the sunset of Education Code 46201.2 flexibility along with the new 
provisions above, all basic aid districts, and any district or county office of education 
participating in the longer day/year incentive program, will need to plan to restore the 
180-day school year and the annual instructional minutes requirement in the 2015-16 
fiscal year. 

The instructional days requirement for charter schools remains at 175 days. A school 
district or charter operating as a multitrack year-round school is in compliance with the 
180-day requirement if it certifies to the Superintendent of Public Instruction that it is a 
multitrack year-round school and maintains its school for a minimum of 163 school days. 

 

Retirement 
The Governmental Accounting Standards Board Statement No. 68 (GASB 68) reporting 
requirements take effect for the 2014-15 financial statements for State and local 
government employers. Districts will need to recognize their proportionate share of the 
net pension liability (NPL) for both CalSTRS and CalPERS retirees in their accrual based 
financial statements. This number is determined by CalPERS actuaries based on LEA 
information provided to the retirement systems and is included in the annual audit report. 
Districts should discuss with their auditors how they will comply with GASB 68.  
Further information regarding GASB 68 compliance can be found at the following links: 

http://eaap.ca.gov/wp-content/uploads/2014/09/posted-on-website-audit-guide-excel-2014-15-july-3-20145.xlsx
http://eaap.ca.gov/wp-content/uploads/2014/09/posted-on-website-audit-guide-excel-2014-15-july-3-20145.xlsx
http://www.cde.ca.gov/fg/au/ag/reducingit.asp
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• For CalPERS: 
http://www.calpers.ca.gov/index.jsp?bc=/employer/actuarial-
gasb/accounting-standards.xml&pat=SCER 

• CalPERS Circular Letter 200-062-14 dated October 22, 2014 updates 
employers on actions taken by the retirement system to address GASB 68 
and request for information from CalPERS 
employers. http://www.calpers.ca.gov/eip-docs/employer/cir-
ltrs/2014/200-062-14.pdf 

• For CalSTRS: http://www.calstrs.com/gasb-accounting-changes 
 
To address the unfunded liability, both retirement systems are increasing rates charged to 
school employers. 

CalPERS 

The CalPERS Board adopted changes to the actuarial assumptions to be effective June 
30, 2015. The changes result in a projected increase to the employer contribution rates for 
2015-16 and for the next five years. The CalPERS Circular Letter 200-012-14 dated 
March 10, 2014 provided projected rates for 2014-15 through 2020-21. At the April 14, 
2014 meeting, the Board set the rate of 11.771% for employer contributions for 2014-15. 

CalPERS Actual and Projected Rates 

2014-15 
Actual 

2015-16 
Projected 

2016-17 
Projected 

2017-18 
Projected 

2018-19 
Projected 

2019-20 
Projected 

2020-21 
Projected 

11.771% 12.6% 15.0% 16.6% 18.2% 19.9% 20.4% 

 
Employee rates will continue at 7% for classic members, those who were members on 
December 31, 2012, and at 6% for new members. The CalPERS actuarial office will 
compute GASB 68 reporting valuations for employers for fiscal year 2014-15 beginning 
in spring 2015. Individual reports will be available to LEAs for a fee. More information 
can be found at http://www.calpers.ca.gov/eip-docs/about/committee-
meetings/agendas/financeadmin/201410/item8b-00.pdf. 

CalSTRS 

Assembly Bill 1469 increased the contribution rates that employers, employees and the 
state pay to support the State Teachers Retirement System. The rate for employers is 
8.88% for 2014-15. Employer rates will continue to increase until 2020-21 and are 
expected to bring the retirement system to full funding in about 31 years.  

AB 1469 requires that the CalSTRS Board take action, beginning with the 2021-22 fiscal 
year, to increase or decrease the contribution rates for employers to reflect the 
contribution required to eliminate the current unfunded actuarial obligation by June 30, 
2046. This rate adjustment shall not increase by more than 1% of creditable 

http://www.calpers.ca.gov/index.jsp?bc=/employer/actuarial-gasb/accounting-standards.xml&pat=SCER
http://www.calpers.ca.gov/index.jsp?bc=/employer/actuarial-gasb/accounting-standards.xml&pat=SCER
http://www.calpers.ca.gov/eip-docs/employer/cir-ltrs/2014/200-062-14.pdf
http://www.calpers.ca.gov/eip-docs/employer/cir-ltrs/2014/200-062-14.pdf
http://www.calstrs.com/gasb-accounting-changes
http://www.calpers.ca.gov/eip-docs/about/committee-meetings/agendas/financeadmin/201410/item8b-00.pdf
http://www.calpers.ca.gov/eip-docs/about/committee-meetings/agendas/financeadmin/201410/item8b-00.pdf
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compensation from one year to the next. The employer rates are capped at 20.25% of 
member creditable compensation. 

Member contributions are also increased to a maximum of 10.25% for those who were 
members on December 31, 2012 (2% at 60) and to a maximum of 9.205% for those who 
became members on or after January 1, 2013 (2% at 62). The annual 2% increase to 
member benefits (“improvement factor”) is vested for active members for any calendar 
year in which active member contributions are increased. 

Districts are advised to use the rates below in developing multiyear projections for first 
interim. 

CalSTRS Rates per Education Code Sections 22901.7 and 22950.5 
 

 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 

Employer 8.88% 10.73% 12.58% 14.43% 16.28% 18.13% 19.1% 
Member 
(2% at 60) 

8.15% 9.20% 10.25% 10.25% 10.25% 10.25% 10.25% 

Member 
(2% at 62) 

8.15% 8.56% 9.205% 9.205% 9.205% 9.205% 9.205% 

 

As a result of the adoption of the above rates the net pension liability for CalSTRS has 
dropped significantly – from $167 billion to $59.9 billion.  

CalSTRS has commissioned its external auditor to issue an opinion on the net pension 
liability as calculated under GASB 67 formula and an opinion on the proportionate share 
schedule as part of its financial statements for June 30, 2014. The proportionate share will 
be figured on payroll reported to the agency by June 30 and, due to the 45-day delay in 
payroll reporting, will differ from the LEA’s own records for the fiscal year. CalSTRS 
does not plan to charge for the reports. The reports will be available on the CalSTRS.com 
website on the Contributions Account Portal.  

 

Summary 
LEAs adapted to unprecedented changes in 2013-14 under LCFF and LCAP. With the 
passage of a year, the adoption of the first LCAPs, and the 2013-14 P-2 certification of 
the LCFF by CDE, the 2014-15 fiscal year represents a transition to a “new normal” with 
an emphasis on: 

• Planning and budgeting in a transparent and inclusive manner. 

• Maintaining expenditure flexibility to allow for changing priorities under the 
LCAP, changing expenditure requirements due to legislative mandates, and 
possible revenue volatility during LCFF implementation. 

While funding is slowly being restored to pre-recession levels, LEAs cannot simply 
return to pre-recession practices and programs. LEAs must focus on improving and 
increasing services to students, especially in specific student subgroups, and will be held 
accountable through the LCAP.  
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Appendix C – Reserve cap flow chart 



Appendix A – List of Programs Folded into the LCFF
Program 2012‐13 Budget Act Reference 2012‐13 PCA Reference

Remedial Program (Supplemental Instruction) 6110‐104‐0001(1) 23807

Retained and Recommended for Retention (Supplemental Instruction 6110‐104‐0001(2) 23834

Low STAR Score and at Risk of Retention (Supplemental Instruction) 6110‐104‐0001(3) 24228

Core Academic Program (Supplemental Instruction) 6110‐104‐0001(4) 23740

Regional Occupational Centers/Programs 6110‐105‐0001(1) 23707

COE Fiscal Oversight 6110‐107‐0001(1) 23633

 Middle & High SchoolCounseling 6110‐108‐0001 24805

  Pupil Transporta on Home‐to‐School & Severely Disabled/Orthopedically Impaired6110‐111‐0001(1) 23366

Small District/COE Bus Replacement 6110‐111‐0001(2) 23123

Gifted and Talented Education 6110‐124‐0001 23856

Economic Impact Aid (EIA) 6110‐128‐0001 23654

   Math & Reading ProfessionalDevelopment 6110‐137‐0001 24389

     Math & Reading ProfessionalDevelopmentEnglish Learners 6110‐137‐0001 (Prov.3) 24854

  AdministratorTraining Program 6110‐144‐0001 24390

Adult Education 6110‐156‐0001(1) 23616

  Educa onTechnology CTAP 6110‐181‐0001 23975

  Educa onTechnology SETS 6110‐181‐0001 24194

Deferred Maintenance 6110‐188‐0001

Instructional Materials Fund Realignment Program 6110‐189‐0001 24418

Community Day School Additional Funding 6110‐190‐0001 23141

  BilingualTeacher Training 6110‐193‐0001(1) 23786

  Peer Assistance & Review 6110‐193‐0001(2) 24034

Reader Services for Blind Teachers 6110‐193‐0001(3) 23438

National Board Certification 6110‐195‐0001 24042

 California School Age Families Educa on(Cal‐SAFE) 6110‐198‐0001(1),(2),(3) 24000/24001/24054

    CaliforniaHigh SchoolExit ExamIntensiveInstruc on 6110‐204‐0001 24732

Center for Civic Education 6110‐208‐0001 24122

     PENDINGTeacher Dismissal Appor onments (SCO) * 6110‐209‐0001

Charter School Categorical Block Grant 6110‐211‐0001(1) 23721

Charter School In‐Lieu of EIA 6110‐211‐0001(2) 24994

New Charter Supplemental Categorical Block Grant 6110‐212‐0001 25154

   CommunityBasedEnglishTutoring 6110‐227‐0001 24918

 School Safety Block Grant(Districts) 6110‐228‐0001 23718

 School Safety Block Grant(Coun es) 6110‐228‐0001 (Prov.2) 24528

 Class Size Reduc onGrade 9 6110‐232‐0001 23498

 Interna onal Baccalaureate 6110‐240‐0001(1) 23901

Advance Placement Fee Reimbursement 6110‐240‐0001(2) 23900

California Assoc. of Student Councils 6110‐242‐0001 24120

  PupilReten onBlock Grant 6110‐243‐0001 24715

  TeacherCreden alingBlock Grant 6110‐244‐0001 24714

    TeacherCreden alingBlock Grant Regional Support 6110‐244‐0001 (Prov.1) 24713

  ProfessionalDevelopmentBlock Grant 6110‐245‐0001 24716

   TargetedInstruc onalImprovementBlock Grant 6110‐246‐0001 24717

   School &LibraryImprovementBlock Grant 6110‐247‐0001 24718

    SchoolSafetyCompe veBlockGrant 6110‐248‐0001 24847

   School Safety Compe ve Regional 6110‐248‐0001 (Prov.1) 23854

   PhysicalEduca on Teacher Incen ve 6110‐260‐0001 24806

Arts and Music Block Grant 6110‐265‐0001 24807

  WilliamsCountyOversight 6110‐266‐0001 24808

  ValenzuelaCounty Oversight 6110‐266‐0001 (Prov.1) 24942

Certificated Staff Mentoring 6110‐267‐0001 24856

  Oral Health(District) 6110‐268‐0001 24879

  Oral Health (COE) 6110‐268‐0001 24879

     PENDINGStandards for Prepara on and Licensing of Teachers (CTC) * 6360‐101‐0001

    Community Day School Addi onal Funding for Mandatory Expelled Pupils EC 48915(c) 10127

  Class Size Reduc onKindergarten‐Grade 3 SB 1016; Sec 91 (Chp 38, 2012) 25201

Proposed for 2014‐15

Agricultural Vocational Education ‐ Resource 7010

Specialized Secondary Programs ‐ Resource 7370



  Appendix B 

LCFF Acronyms 

 
• ADA  Average Daily Attendance 

• BASC  Business and Administration Steering Committee 

• BGS  Base Grade Span 

• BOE  Board of Education (LEAs) 

• CDE  California Department of Education 

• COE  County Office of Education 

• CY  Current Year 

• DOF  Department of Finance  

• EC  Education Code 

• EL  English Learners 

• ERT  Economic Recovery Target 

• FRPM  Free and Reduced Priced Meals 

• FY  Foster Youth 

• GSA  Grad Span Adjustment 

• LAO  Legislative Analyst’s Office 

• LEA  Local Educational Agency (Districts, Charters, & COEs) 

• LCAP  Local Control Accountability Plan 

• LCFF   Local Control Funding Formula 

• LI  Low Income 

• MPP  Minimum Proportionality Percentage 

• NSLP  National School Lunch Program 

• NSS  Necessary Small School 

• PY  Prior Year 

• RL  Revenue Limit 

• SACS  Standardized Account Code Structure 

• SBE  State Board of Education 

• SDC  Special Day Class 

• SED  Socioeconomically Disadvantaged 

• TIIBG  Targeted Instructional Improvement Block Grant 
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