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The Education Audit Appeals Panel (EAAP) has statutory authority to use the emergency regulations process to meet the deadlines specified for the adoption of an annual audit guide by July 1 of the fiscal year to be audited (and any supplement, as authorized, before March 1 of the audit year).  (Educ. Code § 14502.1(b).)

Specific Facts Showing the Need for Immediate Action
Education Code Section 41020 requires the governing board of every local education agency (LEA) that serves kindergarten or any of grades 1 through 12 (K-12) to provide for an annual audit of the agency’s books and accounts.  Section 41020 further requires that the audit be developed and reported using a format established by the Controller after consultation with the Superintendent of Public Instruction and Director of Finance.  Education Code Section 14502.1 requires the Controller, in consultation with the Department of Finance and the State Department of Education as well as representatives of specified organizations, to propose the content of an audit guide to promote accountability for public educational funds.  

Education Code Section 14502.1 requires the Controller to submit the audit guide to EAAP for review and possible amendment.  EAAP is then to adopt the audit guide pursuant to the rulemaking procedures of the Administrative Procedure Act (APA) by July 1 of the fiscal year to be audited. (EAAP is also authorized to adopt, before March 1 of the audit year, a supplemental audit guide to address legislative changes in the conditions of apportionment of school funding.)

To meet the statutory timelines and ensure the accuracy of the audit guide, Section 14502.1 authorizes use of the emergency regulations procedures of the APA to adopt the guide as regulations.  Meeting the timelines in Section 14502.1 through use of the emergency regulations procedures affords notice to K‑12 LEAs at the beginning of the fiscal year of areas of their operations that will be subjected to particular audit scrutiny.  Further, meeting the timelines enables accounting firms to prepare training materials and provide training to their field auditors prior to the commencement of auditing.  

Authority and Reference
Authority cited:  Section 14502.1, Education Code.  
Reference:  sections 14502.1, 14503, and 41020, Education Code.

Informative Digest
The purpose of these regulations is to provide definitions of terms and specification of procedures to guide accountants in the conduct of statutorily required financial and compliance audits of K-12 local education agencies.  This rulemaking accomplishes the annual update of the guide for 2013-14 pursuant to Education Code Section 14502.1.

Title 5, Division 1.5
Chapter 3. Audits of California K - 12 Local Education Agencies
Article 2 Audit Reports

§ 19816. Definitions.
This section defines terms used in Section 19815 of these regulations that pertain to state program compliance and to federal publications referenced in Section 19815, and lists the number of recommended audit procedures by subject (hence the addition of “enumerations” to the title).
Subdivision (h) is amended to specify the numbers of audit procedures proposed for inclusion in the audit guide for fiscal year 2013-14; additional paragraph (3) lists the numbers of audit procedures for 2013-14. No other changes are made in these subparagraphs.  

§ 19816.1. Applicability of Audit Procedures by Audit Year.
This section specifies which sections of the audit guide are applicable to each audit year. The sections that are applicable to audits of fiscal year 2013-14 are listed in new subparagraph (a)(11) for Article 3, new subparagraph (b)(11) for Article 3.1, and new subparagraph (c)(9) for Article 4.  

Article 3. State Compliance Procedures:
Local Education Agencies Other Than Charter Schools

§ 19818. Kindergarten Continuance.
This section addresses the audit steps to be performed to verify compliance with Education Code Sections 48011 and 46300(g) for pupils enrolled in kindergarten in more than one year.  The amendments are necessary to account for the addition of the optional transitional kindergarten pursuant to Education Code Section 48000(c) and amendments to Education Code Section  46300(g) that permit pupils to be in one year of kindergarten after one year of transitional kindergarten without the need for a signed parental agreement form for the second year.

§ 19824. Instructional Time.
	This section sets out audit procedures to confirm length of school day and number of school days provisions.  Those provisions include, for most but not all LEAs, the Longer Day incentives pursuant to Education Code Section 46201.5 and/or Longer Year incentives pursuant to Education Code Section 46200.5(a).  Parallel technical amendments are made to paragraphs (a)(7), (b)(6) and various locations in subdivisions (c) and (d) to replace language regarding whether the LEA “received incentive funding” under these programs with a determination whether the LEA “participated in” those programs to reflect their requirements more accurately.  Confusion has arisen because some school districts and county offices of education which participated in Longer Day and/or Longer Year did not actually receive funding in particular years pursuant to those incentive laws even though they had made the election to participate at the statutory times.

§ 19829. Ratios of Administrative Employees to Teachers.
	Section 19829 sets out procedures for testing compliance with the limit on the number of “administrative employees” to teachers among those in positions requiring a teaching certificate.  Technical amendments are necessary to avoid confusing the term “administrative employee” as defined by Education Code Section 41401(a) with the misnomer “administrator.”  Not all administrators fall within the defined term, and not all “administrative employees” administer, i.e., are in charge of, programs or operations.  Subdivision (2) was also amended to include a reference to the definitions section as well as the process specified in Education Code Section 41403 for verifying the proper classification of certificated employees and the ratio calculation.

§ 19837.3. School Accountability Report Card.
	School Accountability Report Cards are generated after the end of the fiscal year to which they apply.  Amendments to this section make clear that the School Accountability Report Card to be reviewed under this section is the one issued in the year being audited, which accordingly reports information from a prior fiscal year.   Subdivision (b) calls for the auditor to compare information on complaints about teacher misassignment or vacancies to that reflected on the Report Card; that subdivision is amended to make clear that the complaint data in question should likewise pertain to the year before the audit year in which the Report Card was issued. 

Article 3.1.  State Compliance Procedures:
School Districts and Charter Schools

§ 19847. Proper Expenditure of Education Protection Account Funds.
	The Schools and Local Public Safety Protection Act of 2012 (Proposition 30) added Section 36 to Article XIII of the California Constitution.  Subdivision (e) of that Section creates an Educational Protection Account in the State’s General Fund “to receive and disburse” specified revenues from incremental tax increases enacted by the initiative.  Of that subdivision, paragraph (3) dictates that all Education Protection Account funds are “continuously appropriated for the support of school districts, county offices of education, charter schools, and community college districts.”  Paragraph (e)(6) states that school districts, county offices of education, and community college districts “shall not use any of the funds from the Education Protection Account for salaries or benefits of administrators or any other administrative costs.”  The section calls for verification that such funds have been properly disbursed and expended as required by law. 


Public Benefits
	We do not anticipate that these proposed amendments would create specific benefits for the protection of public health and safety, worker safety, or the environment, the prevention of discrimination, the promotion of fairness or social equity, nor the increase in openness and transparency in business and government. These regulations make technical and conforming changes to the K-12 audit guide to ensure its consistency and compatibility with existing state statutes and regulations, and to improve the quality and consistency of K-12 audits.  

Technical, Theoretical, or Empirical Studies, Reports, or Documents
No technical, theoretical, or empirical studies, reports, or documents were relied on in proposing the adoption of these regulations.

Benefits of the Regulation to the Health and Welfare of California Residents
We do not anticipate that the proposed regulations will affect the health and welfare of California residents, worker safety, the environment, the prevention of discrimination, the promotion of fairness or social equity, and the increase in openness and transparency in business and government.

Mandate on Local Agencies or School Districts
EAAP has determined that these regulations do not impose a mandate on local education agencies.  No reimbursement is required.

Cost Estimate
EAAP has also determined that the regulations will involve no costs or savings to any State agency, no nondiscretionary costs or savings to local agencies or school districts, no reimbursable costs or savings to local agencies or school districts under Section 17561 of the Government Code, and no costs or savings in federal funding to the State.

Evaluation of Consistency/Compatibility with Existing Regulations
Staff performed an evaluation and determined that the proposed regulation is not inconsistent or incompatible with existing state regulations. This evaluation was performed in compliance with Government Code section 11346.5(a)(3)(D).
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