
REPORT OF THE EXECUTIVE OFFICER 
State Allocation Board Meeting, May 28, 2008 

 
SITE SALE PROCEEDS REGULATIONS 

 
PURPOSE OF REPORT 
 

To request: 
 
1. Adoption of proposed regulatory amendments to clarify the use of site sale proceeds under Senate Bill 

1415 (Chapter 810, Statutes of 2006 (Scott)) for a one-time funding of an under-funded health or 
retirement program.   

 
2. Authorization to file the proposed regulations with the Office of Administrative Law (OAL). 

 
DESCRIPTION 
 

On August 2, 2007, the State Allocation Board’s (SAB) adopted regulations went into effect to allow for the 
use of site sale proceeds for a one-time expenditure.  The SAB requested the Attorney General (AG) 
provide an informal opinion regarding whether, under the regulation, funds used to address the fiscal 
insolvency of a district’s health and/or retirement program would be considered a one-time expenditure or 
an ongoing expenditure.  The AG provided an informal opinion stating that, with appropriate amendments to 
the regulation, the SAB may allow the use of site sale proceeds to fund, on a one-time basis, a district’s 
under-funded health or retirement program.  Please see Attachment B for the AG’s informal opinion. 
 

AUTHORITY 
 

Education Code (EC) Section 17462(a) states in part that: 
 

…the proceeds from the sale or lease with option to purchase may be deposited in the general 
fund of the district if the school district governing board and the SAB have determined that the 
district has no anticipated need for additional sites or building construction for the ten-year period 
following the sale or lease with option to purchase, and the district has no major deferred 
maintenance requirements.  Proceeds from the sale or lease with option to purchase of school 
district property shall be used for one-time expenditures… 

 
EC Section 17462(c) states: 
 

The SAB, in consultation with the department, shall adopt regulations that govern the use of 
proceeds pursuant to this section for one-time expenditures and define ongoing expenditures for 
purposes of subdivision (a). 

 
SFP Regulation Section 1700 defines one-time and ongoing expenditures as follows: 
 

"One-time Expenditures" means costs paid by the general funds of a school district that are 
nonrecurring in nature and do not commit the school district to incur costs in the future, and are 
exclusive of Ongoing Expenditures. 
 
"Ongoing Expenditures" means costs paid by the general or special funds of a school district in 
support of employee salaries, benefits and other costs that are associated with ongoing and 
sustained operations and services.   
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STAFF COMMENTS 
 

In order to address this issue, a proposed regulatory amendment was first presented at the March 7, 2008 
Implementation Committee meeting.  Based on committee and subsequent discussions with the California 
Department of Education and SAB Legal Counsel, the proposed regulation was narrowed in scope in order to 
focus on precisely which type of one-time payment would be allowed: a payment toward reducing a district’s 
existing unfunded liability for post-employment benefits other than pensions that was determined using actuarial 
measurement methods as defined in the Governmental Accounting Standards Board Statement 45 (GASB 45).   
 
GASB 45 established accounting and reporting requirements for State and local government employers that 
provide post-employment benefits other than pensions.  In general, GASB 45 guides districts to account and 
report for the annual cost of post-employment benefits other than pensions in the same manner as districts 
currently do for pensions.  As a result of GASB 45, many districts may discover an ‘unfunded liability’. 
 
The more narrowly drafted regulatory language incorporated a reference to GASB 45 and was presented at the 
May 2, 2008 Implementation Committee meeting.  Many committee and audience members still expressed 
opposition to the proposed regulation because it allowed the transfer of capital funds toward an operational 
expense.  Staff emphasized that districts utilizing this provision would be subject to the ten-year prohibition from 
participating in any State-funded facilities programs, which will likely cause careful consideration by the districts 
before choosing this option. 

 
RECOMMENDATIONS 

 
1.   Adopt the proposed regulations as shown on Attachment A and begin the regulatory process. 
 
2.   Authorize the Office of Public School Construction to file these regulations with the OAL. 

 
 
 
 
 
 
 
 
 
This Item was approved by the State Allocation Board on May 28, 2008.



                                                                                ATTACHMENT A 
 

SCHOOL FACILITY PROGRAM 
SURPLUS SCHOOL PROPERTY—USE OF PROCEEDS 

State Allocation Board Meeting, May 28, 2008 
 
 

Proposed Amendments to Regulations 
 

Section 1700. Definitions. 
 
For the purpose of the provisions of EC Section 17462, the terms set forth below shall have the following meanings, 
subject to the provisions of the Act: 
 
"One-time Expenditures" means costs paid by the general funds of a school district that are nonrecurring in nature 
and do not commit the school district to incur costs in the future, and are exclusive of Ongoing Expenditures.   
 
"Ongoing Expenditures" means costs paid by the general or special funds of a school district in support of employee 
salaries, benefits and other costs that are associated with ongoing and sustained operations and services except, if 
approved by the State Allocation Board, a single and one-time payment toward reducing a district’s existing unfunded 
liability for postemployment benefits other than pensions will be considered a one-time expenditure and not an 
ongoing expenditure if the following conditions are also met: (1) the unfunded liability was incurred prior to January 1, 
2007, (2) the unfunded liability has been determined using actuarial measurement methods as defined in 
Governmental Accounting Standards Board Statement 45, and (3) the payment is consistent with any plan made by 
the district according to Assembly Bill 1802, Chapter 79, Section 43(a)(6)(A), Statutes of 2006 (Committee on 
Budget), as amended by Senate Bill 1131, Chapter 371, Statutes of 2006 (Committee on Budget and Fiscal Review), 
or a similar plan adopted by the district’s governing board. 
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