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ISSUE 
As the Charter SELPA has grown, the allocation plan “set-aside” should be reviewed and revised to meet current needs. 
The following concerns are identified: 

a) When a charter closes (single charter partner), set-aside funds may be held for two years, then released. This is 
problematic because there are no assurances funds have been spent for special education. 

b) The set-aside was established to address a funding problem that might be created by the actions of a charter.  
A risk pool reserve is available to cover potential funding issues; therefore, a lower set-aside over time is a 
viable option. 

BACKGROUND  
The total set-aside in 2013-14 is estimated to be over $1M. Set-aside dollars are utilized to provide cash flow advances to 
new charters entering the SELPA who will not have cash flow until February.  If there is a reduction in the total set-aside, 
cash flow could still be provided using the risk pool reserve and EDCOE may also be in a position to provide cash advances. 
 
Current set-aside language: 
El Dorado County Charter SELPA will maintain a set-aside contribution per LEA. This set-aside contribution is to protect the 
SELPA as a whole entity. The set-aside contribution will not be utilized for any shared costs. 
 
Examples of issues that might arise: 
• An LEA receives cash flow per P-1 ADA and the LEA’s ADA drops dramatically or the LEA closes. 
 The LEA is advanced more cash than earned in a fiscal year. The SELPA will need the set-aside to 
 protect the cash flow of the remaining LEA’s until the SELPA has recovered the overpaid funds. 
• An LEA leaves the SELPA (or closes).  A prior year amended ADA adjustment resurfaces, resulting in a prior year 
 adjustment. The SELPA will use the set-aside fund to protect the cash flow of the remaining LEA’s until the SELPA 
 has recovered the overpaid funds. 
• Failure to meet Maintenance of Effort 
 
The set-aside contribution will be tracked per LEA. The contribution calculation will be based on a percentage of the current 
year’s entitlement (after the EDCOE administration fee is deducted) based on a declining scale. The amount of set-aside in 
the prior year will be used as a beginning balance, and then when the current year’s contribution is calculated, any amount 
overpaid to the set-aside will be returned with the LEA’s net distribution. As such, any amount additionally due will be 
deducted from the LEA’s net distribution. 
 
Year of entry is based on the date of entry of the Single Charter Partner or the date of entry of the Organization Partner. 

1st Year = 5% 
2nd Year = 4% 
3rd Year = 3% 
4th Year and subsequent years = 2% 

 
Organization Partners or Single Charter Members of a JPA  

1st Year = 4% 
2nd Year = 3% 
3rd Year and subsequent years = 2%  

 
For those charters who are deemed “high risk”, as determined by the Executive Committee, the contributions will be 
calculated based upon the “high risk scale”. Criteria determining “high risk” may include, but not be limited to, length of time 
in the Charter SELPA, financial stability, and declining ADA (average daily attendance) history. 

1st Year = 10% 
2nd Year = 7.5% 
3rd Year = 5% 
4th Year and subsequent years = 2% 
 

The set-aside contribution is not returnable should the LEA leave the SELPA in year 1, year 2 or year 3.  Any LEA leaving the 
SELPA after 4 years will have their set-aside contribution returned if there are no outstanding financial obligations to the  
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SELPA. The funds will be held for two years after the LEA leaves the SELPA. This two year hold is necessary to ensure that no 
prior year ADA adjustment by the LEA will impact the SELPA funding. 
 
Each charter “set-aside” will receive interest.  Interest will be earned for the set-aside contributions based on the interest 
rates of the El Dorado County Treasurer.  The allocation of interest per LEA will be determined by the number of months the 
LEA had funds in the set-aside pool.  Returning LEAs will be allocated 12 months of earned interest and LEAs in their first 
year will earn interest beginning in February with their first apportionment. 
 
 
RECOMMENDATION: 
 
The following recommendation was reviewed with Executive Committee in March, 2014 for input.  Recommended 
conceptual changes to the Charter SELPA Allocation Plan – Item #4 Set Aside – with actual complete language immediately 
following: 
 

1) Reduce the lowest level of set-aside from 2% to 1% with a maximum amount for an Organization Partner or Single 
Partner, not to exceed $50,000.  The $50,000 limit equates to a Partner representing more than 8,000 ADA – 
currently Alliance, Learn4Life, and Aspire are in that ADA range. 
 

2) Redefine conditions for return of set-aside as follows: 
 An LEA, leaving the SELPA at the end of 4 years (or more) of membership, may have their set-aside contribution 
 returned if there are no outstanding financial obligations to the SELPA and if there is appropriate documentation as 
 noted below.  An Organization Partner leaving the SELPA at the end of 4 years (or more), as with ALL organization 
 members leaving the SELPA, may have their set-aside contribution returned if there are no outstanding financial 
 obligations to the SELPA and if there is appropriate documentation as noted below.  
 
 Conditions: 

o All state and federal funds are reported as spent – including the set-aside.  An accounts receivable would 
be established for the set-aside by the LEA. 

o Review of audit report with no outstanding concerns noted. 
o Funds may be released after review of audit report in December – if there is reasonable assurance there 

are no outstanding ADA concerns or other material weakness issues identified in the audit report.   
o If there are other concerns raised by the county office or any other agency, relative to the charter 

operations, set-aside funds may be held until there is reasonable assurance there will be no impact on the 
SELPA as a result of ADA changes. 

o In all instances, the El Dorado County Charter SELPA will make the determination of release of funds, with 
the protection of the remaining members being of paramount concern. 
 

 For Organization Partners who continue to maintain charters in the SELPA, a signed assurance that the Organization 
 Partner will hold the SELPA harmless for any potential future harm from the closing/leaving charter LEA, will suffice 
 as documentation to recalculate the Organization Partner set-aside in the following year to provide for the return of 
 funds of set-aside funds applicable to the closing/leaving charter LEA. 
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The following is the final language – Exiting and New – to be placed in the Allocation Plan: 
 
El Dorado County Charter SELPA will maintain a set-aside contribution per Single Partner/Organization Partner. This set-aside 
contribution is to protect the SELPA as a whole entity. The set-aside contribution will not be utilized for any shared costs. 
 
Examples of issues that might arise: 
 
• An LEA receives cash flow per P-1 ADA and the LEA’s ADA drops dramatically or the LEA closes. 
 The LEA is advanced more cash than earned in a fiscal year. The SELPA will need the set-aside to 
 protect the cash flow of the remaining LEA’s until the SELPA has recovered the overpaid funds. 
• An LEA leaves the SELPA (or closes).  A prior year amended ADA adjustment resurfaces, resulting in a prior year 
 adjustment. The  SELPA will use the set-aside fund to protect the cash flow of the remaining LEA’s until the SELPA 
 has recovered the overpaid funds. 
• Failure to meet Maintenance of Effort 
 
The set-aside contribution will be tracked per Single Partner/Organization Partner. The contribution calculation will be based 
on a percentage of the current year’s entitlement (after the EDCOE administration fee is deducted) based on a declining 
scale. The amount of set-aside in the prior year will be used as a beginning balance. When the current year’s contribution is 
calculated, any amount overpaid/or due to the set-aside will be adjusted with the LEA’s net distribution.  
 
Year of entry is based on the date of entry of the Single Charter Partner or the date of entry of the Organization Partner. 

1st Year = 5% 
2nd Year = 4% 
3rd Year = 3% 
4th Year and subsequent years = 2% 
5th Year and subsequent years = Lesser of 1% or $50,000 

 
Organization Partners or Single Charter Members of a JPA  

1st Year = 4% 
2nd Year = 3% 
3rd Year and subsequent years = 2% 
4th Year and subsequent years = Lesser of 1% or $50,000  

 
For those charters who are deemed “high risk”, as determined by the Executive Committee, the contributions will be 
calculated based upon the “high risk scale”. Criteria determining “high risk” may include, but not be limited to, length of time 
in the Charter SELPA, financial stability, and declining ADA (average daily attendance) history. 

1st Year = 10% 
2nd Year = 7.5% 
3rd Year = 5% 
4th Year and subsequent years = 2% 
 

The set-aside contribution is not returnable should the LEA leave the SELPA in year 1, year 2 or year 3 or before the 
completion of year 4.  An LEA leaving the SELPA at the end of 4 years (or more) of membership, may have their set-aside 
contribution returned if there are no outstanding financial obligations to the SELPA and if there is appropriate 
documentation as noted below.  An Organization Partner leaving the SELPA at the end of 4 years (or more), as with ALL 
organization members leaving the SELPA, may have their set-aside contribution returned if there are no outstanding 
financial obligations to the SELPA and if there is appropriate documentation as noted below.  
 
 Conditions: 

o All state and federal funds are reported as spent – including the set-aside.  An accounts receivable would 
be established for the set-aside by the LEA. 

o Review of audit report with no outstanding concerns noted. 
o Funds may be released after review of audit report in December – if there is reasonable assurance there  
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are no outstanding ADA concerns or other material weakness issues identified in the audit report.   

o If there are other concerns raised by the county office or any other agency, relative to the charter 
operations, set-aside funds may be held until there is reasonable assurance there will be no impact on the 
SELPA as a result of ADA changes. 

o In all instances, the El Dorado County Charter SELPA will make the determination of release of funds, with 
the protection of the remaining members being of paramount concern. 

o For Organization Partners who continue to maintain charters in the SELPA, a signed assurance that the 
Organization Partner will hold the SELPA harmless for any potential future harm from the closing/leaving 
charter LEA, will suffice as documentation to recalculate the Organization Partner set-aside in the following 
year to provide for the return of funds of set-aside funds applicable to the closing/leaving charter LEA. 

 
Each charter “set-aside” will receive interest.  Interest will be earned for the set-aside contributions based on the interest 
rates of the El Dorado County Treasurer.  The allocation of interest per Single Partner/Organization Partner will be 
determined by the number of months the LEA had funds in the Set-Aside pool.  Returning LEAs will be allocated 12 months 
of earned interest and LEAs in their first year will earn interest beginning in February with their first apportionment. 
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