Initial Statement of Reasons
SECTIONS 19816, and 19816.1.

Specific Purpose of the Regulations.

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 local
education agencies.

This rulemaking accomplishes the annual update of the guide for 2010-11 pursuant to Education
Code Section 14502.1(a) and (b).

Necessity/Rationale
These regulations are necessary to implement Education Code sections 14501, 14502.1, 14503,
and 41020.

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.

Subparagraph (f)(8) is added to specify the numbers of audit procedures proposed for
inclusion in the audit guide for fiscal year 2010-11.

§ 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 2010-11 are listed in new
subparagraph (a)(8) for Article 3, new subparagraph (b)(8) for Article 3.1, and new subparagraph
(c)(6) for Atrticle 4.

Technical, Theoretical, or Empirical Studies, Reports, or Documents.
EAAP did not rely on any technical, theoretical, or empirical studies, reports, or documents in
proposing the adoption of these regulations.

Reasonable Alternatives to the Regulations and the Agency’s Reasons for Rejecting Those
Alternatives.
No other alternatives were presented to or considered by EAAP.
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Reasonable Alternatives to the Regulatory Action that Would Lessen Any Adverse Impact
on Any Business.

These regulations are applicable only to certified public accountants and public accountants who
audit LEAs, and indirectly to the LEASs themselves. As no adverse impact on small business has
been identified, there is no need to examine reasonable alternatives.

Evidence Supporting Finding of No Significant Adverse Economic Impact on Any Business.
EAAP has determined that adoption of the proposed regulations would not have a significant
impact on any business in the State of California. The regulations direct accountants to conduct the
steps required for audit of state-funded education programs and Education Code Section 14503
requires the use this audit guide in the performance of audits of LEASs, and provides that, if
auditors do not follow the prescribed procedures, they are to state in their audit reports what other
procedures were followed.
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