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Vicki G. Salazar, Arizona Department of Education (ADE)
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October 1, 2009
SUBJECT:
Fiscal Year (FY) 2010 Final School District Annual Expenditure Budget Forms, Budget Supplement, Budget Summary, Budget Work Sheets, Desegregation Supplement and related forms, and Instructions (Supersedes USFR Memorandum No. 239)
The Forty-ninth Legislature, First Regular Session and Special Sessions have concluded, and additional legislation has been enacted that affects the budget forms and work sheets issued with USFR Memorandum No. 239. The resulting changes are described in this memorandum. Districts may refer to USFR Memorandum No. 234 for basic instructions on completing their budgets for items that are not covered in this memorandum. 

In accordance with Arizona Revised Statutes (A.R.S.) §15-905(Q), if a district’s adopted budget is based on incorrect limits, does not include items authorized by law, or does not otherwise conform to the law, the district may revise its budget at a public hearing on or before September 15 of the budget year to conform with the law. Laws 2009, Third Special Session, Ch. 12, §81, extends that date to allow districts that are affected by the changes described in this memorandum to revise their budgets before November 1, 2009. All districts should use these final budget forms and work sheets for budget revisions during the fiscal year. 
ADE will only accept FY 2010 final budget forms and work sheets submitted electronically using either the Excel forms with the 10/09 revision date or software that produces an electronic file in a format approved by ADE. Districts may download a copy of the Excel forms from the Auditor General’s Web site at www.azauditor.gov/forms_schooldistrict.htm or ADE’s Web site at www.azed.gov/schoolfinance /Forms/Budgets.

Districts must upload the completed revised forms and work sheets via the Common Logon, on ADE’s Web site at www.azed.gov/CommonLogon. For password information or help, please contact the ADE Support Center at (602) 542-7378 [outside the Phoenix area call (866) 577-9636] or e-mail enterprise@azed.gov. 
In accordance with A.R.S. §15-905, as amended by Laws 2009, Third Special Session, Ch. 12, §28, if a district is notified by ADE that the adopted Budget is in excess of the General Budget Limit (GBL), Unrestricted Capital Budget Limit (UCBL), or Soft Capital Allocation Limit (SCAL) by 1% of its GBL or $100,000, whichever is less, the Budget must be revised on or before December 15 after notice and a public hearing so as not to exceed the GBL, UCBL, or SCAL. If the district is notified by ADE that the adopted Budget is in excess of the GBL, UCBL, or SCAL by less than 1% of its GBL or $100,000, the district must adjust the current year budget and expenditures so as not to exceed the GBL, UCBL, or SCAL. Budget revisions must be made before May 15. (A USFR memorandum similar to No. 238 will be issued in April 2010 to discuss budget revisions in more detail.)
GENERAL INFORMATION
Districts should complete the Work Sheets and Supplements, as applicable, before completing the Budget forms. To ensure that the district’s data can be properly processed by ADE, formulas should not be changed without specific instructions from either the Office of the Auditor General, Accounting Services Division, or ADE, School Finance Unit. 
Utility Costs

In accordance with Laws 2009, Third Special Session, Ch. 12, §69, districts are not permitted to adjust the revenue control limit (RCL) in FY 2010 for actual utility costs as described in A.R.S. §15-910.04. Also, districts are not required to submit a utilities funding plan in FY 2010 as described in A.R.S. §15-910.03.

Federal Impact Aid References
In accordance with Laws 2009, First Regular Session, Ch. 95, various sections, Title VIII, PL 81-874 is now referred to as Title VIII of the Elementary and Secondary Education Act of 1965. This was previously referenced in the Budget forms and Work Sheets as Title 8, PL 103-382; it will now be referred to as ESEA, Title VIII.
Budget Forms, Supplement, and Summary

1.
Amounts in the current year columns should be recorded from the budget columns of the latest revised Budget for FY 2009. Amounts should be rounded to the nearest dollar.

2. Districts should budget for retirement contributions at the rate of 9.0% and for long-term disability at the rate of .40% for a total contribution rate of 9.40%.
3. For budget revisions, the summary, truth in taxation work sheet and notice, and hearing notice do not need to be completed.
Budget Work Sheets

1.
District student count means the 100th-day Average Daily Membership (ADM) or adjusted ADM for FY 2009. The 100th-Day ADM or adjusted ADM can be found on the district’s FY 2009 ADMS 46-1 report, available on ADE’s Web site at www.azed.gov/districts. District-sponsored charter school estimated ADM means pupils new to the district in FY 2010 attending a district-sponsored charter school and pupils who attended a district-sponsored charter school in FY 2009 who are expected to be in attendance at a district-sponsored charter school in FY 2010.
2. In accordance with A.R.S. §§15-185(B)(4), 15-901(B)(2), and 15-945, as amended by Laws 2009, Third Special Session, Ch. 2, §§1, 3, and 4, the additional assistance per student for Soft Capital Allocation (SCA), base level, and state support level per route mile have been increased. 
3. A version drop-down box and date line have been included on the cover page of the work sheets and a time and date field has been added in the footer on all pages to more easily identify which version is being accessed and printed.
DETAILED INSTRUCTIONS
SCHOOL DISTRICT ANNUAL EXPENDITURE BUDGET
COVER PAGE
The information on the left side of the cover page must be updated when the budget is revised and printed out for the Governing Board to sign. Each time the forms are electronically submitted to ADE, the date should be recorded, the Superintendent and Business Manager should sign where indicated, and a copy of the cover page must be mailed within 5 days of electronic submission to ADE, School Finance, 1535 West Jefferson, Bin 13, Phoenix, AZ, 85007.
A line to record the secondary tax rate for joint technological education districts has been added to the cover page. 

ENGLISH LANGUAGE LEARNERS

A.R.S. §15-756.02 requires each school district to implement task force approved models to provide instruction to English language learner (ELL) students. A.R.S. §15-756.01 defined incremental costs as the costs that are associated with a structured English immersion program pursuant to A.R.S. §15-752 or a program pursuant to A.R.S. §15‑753 that are in addition to the normal costs of conducting programs for English proficient students. Further, incremental costs do not include costs that replace the same types of service provided to English proficient students or compensatory instruction. The ELL task force was required to define the incremental costs needed to implement their ELL models. Legislation also defined compensatory instruction in A.R.S. §15-756.11 as programs in addition to normal classroom instruction that may include individual or small group instruction, extended day classes, summer school, or intersession school. Compensatory instruction programs must be limited to improving the English proficiency of current ELL students and students who were ELL students and who have been reclassified as English proficient within the previous 2 years. 
In all funds where ELL costs are incurred, districts should use program code 260—ELL Incremental Costs to record incremental costs necessary to implement the task force approved models, program code 265—ELL Compensatory Instruction to record the costs of providing compensatory instruction to ELL students and students reclassified as English proficient in the last 2 years, and program code 435—Pupil Transportation—ELL Compensatory Instruction for transportation costs approved as part of compensatory instruction. However, when desegregation monies are used to pay for incremental or compensatory instruction costs, districts should use program codes 514—ELL Incremental Costs and 515—ELL Compensatory Instruction. 
Districts may have ELL costs, in funds other than Structured English Immersion Fund 071 and Compensatory Instruction Fund 072, that are beyond the incremental costs necessary to implement the ELL task force approved models for ELL instruction and that are not considered compensatory instruction by statute. Districts should code these costs to program code 100—Regular Education. Districts may choose to separately track these costs using a more detailed program code under 100, such as program code 160.
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Special Education Programs by Type (M&O Fund Only)
All expenditures budgeted in the Maintenance and Operation (M&O) Fund for special education programs should be included regardless of the revenue source (state equalization assistance, property taxes, State Fiscal Stabilization Fund monies). Districts should retain supporting documentation for the allocation of expenditures budgeted for individual special education programs. Supporting documentation should include a list of the programs, the number of teachers and students by program, and all computation work sheets. Districts should record program 200 budgeted expenditures in the “Budget Program 200 FY” column and programs 200 and 300 budgeted expenditures should be recorded in the “Total Budget FY” column. For districts that only budget expenditures for program 200, both columns will contain the same amounts.
In accordance with Laws 2009, First Regular Session, Ch. 95, §29, a new special education category Development Delay was added. For additional information see ADE’s SPED 09-10 Memorandum at www.azed.gov/ess/funding/datamanagement/documents/NewDDNeedCategoryMemo.pdf.
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Soft Capital Allocation (SCA) Fund

Laws 2009, Third Special Session, Chapter 12, §65, allows school districts to use soft capital allocation monies for any operating or capital expenditures in FY 2010. 
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English Language Learner Funds (A.R.S. §§15-756.04 and 15-756.11)
The Structured English Immersion Fund 071 is used to account for monies received from ADE to provide for the incremental cost of instruction to ELL students and must be used to supplement existing programs. In accordance with A.R.S. §15-756.03, monies must not be used to supplant federal, state, or local monies, including desegregation monies, previously used for ELL students, or used to pay for the normal costs of conducting programs for English proficient students. As defined in A.R.S. §15-756.01, incremental costs are the costs that are associated with a structured English immersion program pursuant to A.R.S. §15-752 or a program pursuant to A.R.S. §15-753 and that are in addition to the normal costs of conducting programs for English proficient students. Incremental costs, as defined by the ELL task force, do not include costs that replace the same types of services provided to English proficient students or compensatory instruction. Districts were required to submit a separate Structured English Immersion Budget Request Form to ADE to request these monies for FY 2010. 
The Compensatory Instruction Fund 072 is used to account for monies received from ADE for compensatory instruction programs in addition to normal classroom instruction that may include individual or small group instruction, extended day classes, summer school or intersession school. These programs are limited to improving the English proficiency of current ELL students and students who have been reclassified from ELL to English proficient within the previous 2 years. Monies must be used to supplement existing programs and not supplant federal, state, or local monies, including desegregation monies levied pursuant to A.R.S. §15-910, used for ELL students or ELL compensatory instruction that were budgeted as of February 23, 2006. Districts must submit a separate Compensatory Instruction Budget Request Form to ADE to request these monies. 
Expenditures for these funds must also be budgeted for in detail on page 3 of the Supplement.
Website Advertisement Fund [A.R.S. §15-342(34) as amended by Laws 2009, Third Special Session, Ch. 12, §10]
The Website Advertisement Fund (Fund 594) consists of monies from the sale of advertising on the school district web site or any web site maintained by a school in the school district. The monies in the fund are nonreverting and must be used for any pupil-related cost as determined by the district’s governing board.
Advertisement Fund [A.R.S. §15-342(27) as amended by Laws 2009, Third Special Session, Ch. 12, §10]
The Advertisement Fund (Fund 595) was renamed from the School Bus Advertisement Fund. The fund consists of monies from the sale of advertising space on the exterior of school buses and athletic facilities. The monies in the fund are nonreverting.
Energy and Water Savings (EWS) Fund (A.R.S. §15-910.02 as added by Laws 2009, First Regular Session, Ch. 101, §5)

The EWS Fund (Fund 665) consists of capital investment monies to fund energy or water saving projects in school facilities. Monies may be deposited in the fund from one or more companies that provide utility, energy, or water services to the district based on contracts between the companies and the district that are designed to save energy or water in school facilities. These monies must be used as a designated pool of capital investment monies to pay for the incremental cost of energy or water savings measures in school facilities owned or operated by the district.
Expenditures from the EWS Fund should be for projects or measures that save energy or water in school facilities that are owned or operated by the district and for the repayment to the qualified provider or utility, energy or water services company of capital investment monies deposited into the EWS Fund plus reasonable carrying charges based on the contract. Based on the district’s repayment schedule, districts are required to transfer on a monthly basis the amount of the monthly payments to the EWS Fund from the M&O Fund. The district’s GBL on page 7, line 10 must be reduced by the total amount of monies transferred to the EWS Fund. 

Any monies associated with an energy or water savings project remaining in the EWS Fund after the capital investment monies of the qualified provider or utility, energy or water services company plus a reasonable carrying charge are repaid in full may be transferred to the M&O Fund. The district’s GBL on page 7, line 10 may be increased by the total amount of monies transferred to the M&O Fund.

Fund 670—Capital Equity 
A separate line to budget for the Capital Equity Fund was eliminated. Any district still using this Fund should record the amount on Line 40, Other Funds.

Fund 691—Building Renewal Grant
The Building Renewal Grant Fund was added and consists of monies requested by school districts from the School Facilities Board to maintain the adequacy of existing school facilities. If monies were reported on line 38 last year, include the budget amount from last year on line 36, and reduce the current fiscal year amount on line 40 by that amount.
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Lines 3(a)-3(c).  FY 2010 Override Authorization (A.R.S. §§15‑481 and 15-482)

In accordance with A.R.S. §15-185(A)(6), a district that sponsors a charter school may not include the charter school pupils in the district’s student count for the purpose of computing the RCL that is used to determine the maximum allowable override as provided in A.R.S. §§15-481 and 15-482, unless the charter school is located within the boundaries of the school district. 

In accordance with A.R.S. §15-951(B), the RCL used to determine the maximum M&O and Special K-3 Program overrides for Type 03 districts does not include the tuition paid by the district for high school students attending another district. 
In accordance with Laws 2009, Third Special Session, Ch. 12, §74, districts may use a base level of $3,291.42 to compute the RCL for overrides for FY 2010.
If a district has any override approved by the voters, the Report of Special Election Results Form should be completed and returned to ADE, School Finance Unit. The form and instructions can be found at www.azed.gov/schoolfinance/Forms/SpecialElections/SpecialElections.aspx.
Line 9(a).
Desegregation Expenditures [A.R.S. §15‑910(G)-(K), as amended by Laws 2009, Third Special Session, Ch. 12, §29] 

The total amount budgeted for desegregation expenditures in the M&O and Unrestricted Capital Outlay (UCO) Funds cannot exceed the amount budgeted in FY 2009. 
Line 9(f).  Interest Expense Incurred for FY 2009 and 2010 Due to Delayed/Deferred State Aid Payments (Laws 2009, First Regular Session, Ch. 11, §2 and Laws 2009, Third Special Session, Ch. 12, §56)

Districts should complete the detailed table to the right of line 9. These amounts will automatically be transferred to line 9(f). The table should be used by those districts that incurred interest expense for registering warrants in FY 2009 or expect to incur interest expense in FY 2010, due to the delay/deferral of the May and June 2009 state aid payments. If the budgeted amount is less than the amount received from ADE, the district may revise its budget during FY 2010 to include the actual amount received. If the budgeted amount is greater than the amount received from ADE, the district may only budget what was received.

Line 9(g). Registered Warrant or Tax Anticipation Note Interest Expense Incurred in FY 2008 [A.R.S. §15‑910 (M)]

A district may budget an amount less than or equal to interest expense for registering warrants or for net interest expense (interest expense minus interest income) on tax anticipation notes outside the FY 2010 RCL, if both of the following conditions apply:


1.
The County Treasurer pooled all school district monies for investment during FY 2008 as provided in A.R.S. §15‑996.


2.
For those districts that received state aid in FY 2008, the districts applied for state aid apportionment before the date set as provided in A.R.S. §15‑973.

Line 9(m).  Transportation Revenues for Attendance of Nonresident Pupils (A.R.S. §15-947, as amended by Laws 2009, First Regular Session, Ch. 95, §34)
Districts may include transportation revenues for attendance of nonresident pupils in the general budget limit. 

Line 10.  Adjustment to the General Budget Limit [A.R.S. §15‑905(M) and 15-272]
Districts should complete the detailed table to the right of line 10. These amounts will automatically be transferred to line 10. The table should be used to reduce the FY 2010 GBL for exceeding the prior year(s) GBL, for exceeding the M&O section of the Budget, Early Graduation Scholarship reductions, transfers to/from the EWS Fund, or for A.R.S. §15-915 adjustments as approved by ADE, or other adjustments. Reductions/decreases should be entered as negative amounts. If more than 1 year is recorded, indicate each year and the associated amount within the table but record only one combined amount for all years. Do not use line 10 to subtotal the amounts recorded for lines 9(a) through (m).
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Line A.10.  Monies deposited in Fund 610 from School Facilities Board for Donated Land [A.R.S. §15‑2041(F)] 

The district should forward a copy of the award letter from the SFB stating the specific amount being deposited in Fund 610, to ADE, School Finance in order to receive budget capacity for this item.

Line A.11.  Adjustment to UCBL for FY 2010 [A.R.S. §15-905(M)]

This line should be used to reduce the FY 2010 UCBL for exceeding the FY 2009 Amount Available to be Spent in UCO Fund, for exceeding the FY 2009 UCO section of the Budget, or for A.R.S. §15-915 adjustments as approved by ADE. If more than one item is recorded, indicate each item and the associated amount on the explanation line, but record only one combined amount at the column to the right. If any such adjustments are necessary, ADE will notify districts of the amount to enter on this line. Record negative amounts in parentheses.

Line A.14.  FY 2010 Unrestricted Capital Budget Limit
Laws 2009, First Regular Session, Ch. 95, §34, modified the calculation for the Unrestricted Capital Budget Limit to include all amounts authorized to be expended from the UCO Fund. The amount budgeted on Budget, page 4, line 10, cannot exceed the amount on line A.14.
Line B.11.  Adjustment to SCAL for FY 2010 [A.R.S. §15-905(M)]

This line should be used to reduce the FY 2010 SCAL for exceeding the FY 2009 SCAL, for exceeding the FY 2009 SCA section of the Budget, or for A.R.S. §15-915 adjustments as approved by ADE. If more than one item is recorded, indicate each item and the associated amount on the explanation line, but record only one combined amount at the column to the right. If any such adjustments are necessary, ADE will notify districts of the amount to enter on this line. Record negative amounts in parentheses.

SUPPLEMENT TO SCHOOL DISTRICT ANNUAL EXPENDITURE BUDGET

Only those districts that budget expenditures for Special Education Disability ESEA, Title VIII monies for the disabled; for a Special K‑3 Program Override, in accordance with A.R.S. §15‑482; for a Joint Career and Technical Education and Vocational Education Center, in accordance with A.R.S. §15‑910.01; for English Language Learners in accordance with A.R.S. §§15-756.04 and 15‑756.11; or for State Fiscal Stabilization Fund monies in accordance with Laws 2009, Third Special Session, Ch. 11, §14; must complete this Supplement.

PAGE 3  (English Language Learners Supplement)

Expenditures for the Structured English Immersion Fund 071 should be budgeted by function and object code. Expenditures from the fund should be coded to program code 260—ELL Incremental Costs in the district’s accounting records. Total expenditures for the fund on line 10 should be entered on page 6 of the Budget. See pages 3 and 4 of this memo for more information.
Expenditures for the Compensatory Instruction Fund 072 should be budgeted by function and object code. Expenditures from the fund should be coded to program codes 265—ELL Compensatory Instruction and 435—Pupil Transportation—ELL Compensatory Instruction, as applicable in the district’s accounting records. Total expenditures for the fund on line 20 should be entered on page 6 of the Budget. See pages 3 and 4 of this memo for more information.
PAGE 4  (State Fiscal Stabilization Fund Supplement)
Expenditures of the federal American Recovery and Reinvestment Act, State Fiscal Stabilization Fund monies should be budgeted by program code in the M&O, UCO, and SCA funds, as applicable. The M&O expenditures should also be included on lines 1-10, 13, 15-23, and 26 on page 1 of the Budget, as appropriate. The UCO expenditures should also be included on lines 2-9 on page 4 of the Budget, as appropriate. The SCA expenditures should also be included on lines 11-18 on page 4 of the Budget, as appropriate. For further guidance on recording the State Fiscal Stabilization Fund monies, see the Office of the Auditor General’s e-mail dated September 24, 2009.
BUDGET WORK SHEETS

WORK SHEET A

In accordance with Laws 2009, Third Special Session, Ch. 12, §§33 and 60, the rapid decline Work Sheet has been eliminated. The Work Sheet for Adjustment for Tuition Loss and Student Revenue Loss Phase-Down is now labeled as Work Sheet A.
WORK SHEET C

Line XII.  Decreases for Charter School Federal and State Monies Received 
In accordance with A.R.S. §15-185(D), districts sponsoring charter schools must reduce the base support level (BSL) by the amount of monies received from federal and state agencies for the basic maintenance and operation of charter schools, except for Federal Impact Aid (ESEA, Title VIII), state equalization assistance monies, and State Fiscal Stabilization Fund monies. Do not include supplemental federal or state grants received for a specific purpose such as ESEA Title I, IDEA Part B, stimulus grants, and federal food program reimbursements. Districts should not reduce the BSL by more than the amount by which the charter school increased the district’s BSL and SCA. The amount entered on this line should be negative.

In accordance with A.R.S. §15-185, in the first year a district school becomes a charter school and is being operated for or by the same district, the sponsoring district must reduce the BSL on line XII. The reduction is equal to the amount of the BSL and additional assistance received for those students who were enrolled in the district school in the prior year and are now enrolled at the charter school. Operated for or by the same district means the charter school is either governed by the same governing board or operated by the district in the same manner as other district schools, or is operated by an independent party contracted by the district. 

Line XIV.  Other Reductions
This line should only be used to record other reductions required by future legislation and should be left blank. If needed, instructions will be provided.
WORK SHEET J

Common school districts not within a high school district (Type 03) should only complete Sections I and III.B of the Work Sheet. All other districts should complete sections I, II, and III.A.

Lines III.A.6 and III.B.10  2009 Government Property Lease Excise Tax Assessed Valuation ÷ 100
In accordance with A.R.S. §15-971, as amended by Laws 2009, Third Special Session, Ch. 12, §35, the government property lease excise tax assessed valuation is now included in the calculation of the qualifying levy, rather than reducing the equalization assistance by the amount of the government property lease excise tax monies received. Lines III.A.6 and III.B.10 have been added and lines III.A.11 and III.B.15 have been removed from the work sheet. 

Lines III.A.8 and III.B.12.  Qualifying Tax Rate 

Enter the sum of $1.3726 for PSD-8 and 9-12; and if applicable, the tax rate increase for the district’s Career Ladder Program per A.R.S. §15-918.05; or Optional Performance Incentive Program costs per A.R.S. §15‑919.05. In accordance with A.R.S. §15-971(B)(3), the qualifying tax rate for a joint technological education district is 5 cents.
Line III.A.12  Total FY 2010 Equalization Assistance
In accordance with Laws 2009, Third Special Session, Ch. 12, §58, ADE must only distribute state aid for joint technological education districts (JTED) at 91% of the state aid that would otherwise be provided by law. However, a JTED will not receive less state aid than it received for the previous year except from reductions due to changes in ADM, net assessed property values or other technical factors or due to prior year adjustments or corrections. Therefore, the JTED’s actual total equalization assistance may be less than the amount calculated on line III.A.12. Footnote 4 discloses the maximum amount of the reduction that may be required to state aid.
WORK SHEET N
A.R.S. §15-910 expired at the end of FY 2009; therefore, the excess utilities Work Sheet was eliminated.
WORK SHEET P
This Work Sheet was added to calculate the “Add-on for Children with Disabilities and Indian Students” amount in accordance with A.R.S. §15-905(K) and (O) that is recorded on page 7, line 7(a).
WORK SHEET S
In accordance with Laws 2009, Third Special Session, Ch. 12, §35, the amount of government property lease excise tax monies received is no longer used to reduce the amount of equalization assistance. Line I.F has been deleted from the work sheet.
DESEGREGATION SUPPLEMENT

Only those districts that budget expenditures for Desegregation, in accordance with A.R.S. §15‑910(J) must complete the Desegregation Supplement and related forms. The Desegregation Supplement and related forms have been included in three separate files and should be completed and submitted with the Budget forms. Specific instructions for completing the Supplement and related forms can be found in the Desegregation Instructions file.
If you have any questions or need assistance, please call the Office of the Auditor General, Accounting Services Division at (602) 553-0333, or ADE, School Finance Unit at (602) 542‑5695.
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