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ISSUE 
 
Our allocation plan currently has language that provides for a modification of funding if a charter has unspent funds.  
However, there are no specific details for implementation.  We are proposing a recommendation that would give specific 
guidelines and criteria that would remove a charter from the federal funding allocation and possibly modify state funding 
as well. 
 

BACKGROUND 
The Charter SELPA recognizes that special education funding in California is not sufficient to cover the total costs of 
special education.  On a statewide basis, LEAs pay for approximately 40% of the costs of special education from local 
sources.  As anticipated, the Charter SELPA overall is spending beyond the level of funding (15% from local sources in 
2010-11).   We recognize there are unique circumstances where an LEA may have unspent funds.  A new charter entering 
into the SELPA may not have the level of special education costs experienced by other LEAs.  We also recognize that some 
charters, by the nature of the students they serve, may have special education costs that are below the statewide 
averages and their special education student population may be below Charter SELPA averages. 

 
Per our allocation plan, LEAs with unspent funds (2011-12)  will need to justify a 2012-13 budget that includes the 
carryover, plus state and federal funding.  In some instances, the justification will not be sufficient for the SELPA to 
receive federal funds in the following year.  Federal funds are approximately 24% of a charter funding.   
 
Our current practice has been to require a SpEd budget for each charter that has unspent funds.   The budget would 
incorporate carryover plus the next year’s state and federal allocation. 

 Some charters elected to voluntarily remove themselves from the next year federal allocation.  This results in the 
federal grant increasing on a per ADA basis (e.g. in 2011-12 the rate was $146 instead of $140 because of 
charters who opted out of receiving federal funds). 

 Some charters provided data that demonstrated sufficient capacity and structure to spend the current year 
allocation of state and federal funds, plus prior year carryover. 

 In a few instances, the budget review process indicated the charter did not have sufficient capacity and structure 
to expend state, federal and carryover dollars.  In those instances, the charter would not be receiving federal 
dollars. 

 
The current process works, but as we grow as a SELPA we believe a more structured and transparent process with clear 
benchmarks would be helpful.   As we grow as a SELPA, we are finding a few instances of unique charters with pupil 
counts less than 4% and, as a result, some difficulty spending state dollars as well as federal dollars. 
 
 

Recommendation: 
 

When an LEA has unspent funds less than 25% of their special education allocation (allocation as adjusted at year end 

close by September 30): 
 
 All charters with unspent funds must provide budget justification to receive federal funds in the next year. 
 
 Charters with unspent funds (2011-12) will be subject to significant budget and program review to determine if 
 they qualify for federal funds in the following year (2012-13).  (Current practice that takes place in October – 
 December.)   
  
  Additional factors that may result in ineligibility to receive federal funds: 

 Pupil counts less than 4% 

 Multiple years of unspent funds 

 Fiscal solvency and audit issues 

 Leadership issues that cast doubt on the capacity of the charter to be an LEA 
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 Charter may also elect to NOT receive federal funds for an unspecified period of time until needs change. 
 

When an LEA has unspent funds greater than 25% of their special education allocation (allocation as adjusted at year 

end close by September 30): 
 

Charters with unspent funds greater than 25% are automatically not eligible for federal funds in the following 
year.  This results in the federal grant being distributed to fewer ADA, and a small increase in the per ADA 
funding rate for Charter SELPA members receiving federal funds. 

 
  Charters with unspent funds greater than 25% will have state funding reduced to the level of prior year 
 expenditures; however, the funding will be held in reserve for allocation to the charter if need is demonstrated 
 by year end expenditure reporting. 
 
 If need is not demonstrated, the funds will be allocated the next year to a Special Needs Pool.  The establishment 
 of a special needs/risk pool would be a topic for further discussion by the CEO Executive Committee. 
 
 CMOs and Non-profit corporations with two or more charters  and JPAs have the ability to reallocate income at 
 year end close as noted above.  The calculation requires that income is reallocated by September 30, as required 
 by our allocation plan.   For purposes of closing 2011-12 books, we would propose this date be October 30, but in 
 future years require a distribution by September 30, consistent with end of year financial reporting. 
 
   
 
Note –  2011-12 end of year expenditure data will be provided separately as it is still being submitted. 
Note –  an internal procedure will be developed to ensure that all charters with unspent funds receive SELPA program   
 and fiscal review support to ensure that programs are being operated and reported appropriately. 
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Example #1 
Year 1 60% carryover results in no federal dollars in year 2.  Year 2 expenditures of $80,000 exceed the full state 
allocation, therefore they would be eligible to receive  the distribution of federal dollars.  $36,000 moved to special 
needs. 
 

 
  
Example #2 
Year 1 60% unspent.   Do not qualify for federal funds in year 2.  Year 2 expenditures increased substantially.  State 
income was set to $40,000 (the level of PY expense), but they “earned” $20,000 back based on year end documentation.  
$16,000 moved to special needs. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

1 Year 1 Year 2 Year 3 Year 4

2 State Income 76,000          40,000    76,000    76,000    

3 Federal Income 24,000          24,000    24,000    

4 Allocated from Reserve

5 Carryover 60,000    20,000    20,000    

6   Subtotal 100,000       100,000  120,000  120,000  

7 Expenditures 40,000          80,000    100,000  110,000  

8 Carryover 60,000          20,000    20,000    10,000    

9 Carryover as % of Rev 60.00% 50.00% 20.00% 10.00%

10 Amount In Reserve

11 State Income (formula) 76,000          76,000    76,000    76,000    

12 Allocated based on PY Exp 40,000    76,000    76,000    

13 Amount of income added to reserve 36,000    -           -           

14

15 Beginning Balance of Reserve 36,000    -0-

16 Current Year addition 36,000    -           -           

17 Allocated back to LEA for funding

18 Moved to special needs (held for one year) (36,000)  -           

19 Ending Balance of LEA Reserve 36,000    -0- -0-

1 Year 1 Year 2 Year 3 Year 4

2 State Income 76,000          40,000    76,000    76,000    

3 Federal Income 24,000          24,000    24,000    

4 Allocated from Reserve 20,000    

5 Carryover 60,000    -           

6   Subtotal 100,000       120,000  100,000  100,000  

7 Expenditures 40,000          120,000  120,000  120,000  

8 Carryover 60,000          -           

9 Carryover as % of Rev 60.00% 0.00% 0.00% 0.00%

10 Amount In Reserve

11 State Income (formula) 76,000          76,000    76,000    76,000    

12 Allocated based on PY Exp 40,000    76,000    76,000    

13 Amount of income added to reserve 36,000    -           -           

14

15 Beginning Balance of Reserve 16,000    -0-

16 Current Year addition 36,000    -           -           

17 Allocated back to LEA for funding (20,000)  

18 Moved to special needs (held for one year) (16,000)  -           

19 Ending Balance of LEA Reserve 16,000    -0- -0-
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Example #3 
Year 1 60% unspent (and first year charter).   Year 2 do not qualify for federal funds and $36,000 reduced from state 
funding and held in reserve.  Not “earned” at end of year so moved in the next year to special needs.   Continued 
modification of funding in year 3 and year 4. 
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1 Year 1 Year 2 Year 3 Year 4

2 State Income 76,000          40,000    45,000    50,000    

3 Federal Income

4 Allocated from Reserve

5 Carryover 36,000    31,000    26,000    

6   Subtotal 76,000          76,000    76,000    76,000    

7 Expenditures 40,000          45,000    50,000    55,000    

8 Carryover 36,000          31,000    26,000    21,000    

9 Carryover as % of Rev 47.00% 78.00% 58.00% 42.00%

10 Amount In Reserve

11 State Income (formula) 76,000          76,000    76,000    76,000    

12 Allocated based on PY Exp 40,000    45,000    50,000    

13 Amount of income added to reserve 36,000    31,000    26,000    

14

15 Beginning Balance of Reserve 36,000    31,000    

16 Current Year addition 36,000    31,000    26,000    

17 Allocated back to LEA for funding -           

18 Moved to special needs (held for one year) (36,000)  (31,000)  

19 Ending Balance of LEA Reserve 36,000    31,000    26,000    


