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I. OVERVIEW

A. The Education Revenue Augmentation Fund (ERAF)

1. The ERAF is the fund used to collect the property taxes in each county that are 
shifted from cities, the county, and special districts prior to their reallocation to K-14 
school agencies.

2. The county treasurer maintains the ERAF on behalf of the county auditor.

B. The Legislation

1. In the early 1990s, the State of California passed legislation that authorized the shift 
of property taxes from local governments to K-14 school agencies and a correspond-
ing reduction in the state support of K-14 education.

2. This shift first had an impact on the 1992-1993 state budget.

3. The shift transferred over $3.7 billion in property tax revenues from cities, the county 
and special districts.

4. The state has made numerous changes to the Revenue and Taxation Code since the 
early 1990s to modify the calculations.

5. In 2004-05, three shifts of property taxes from school agencies to local government 
occurred which affected the allocation of ERAF.

a. One tax shift is known as the “Triple Flip” began March 2004, after voters 
approved a bond initiative known as the “California Recovery Act.”

 This act authorized issuance of $15 billion in bonds to finance the 2002-03 and 
2003-04 state budget deficits.

 The revenue stream for payment of these bonds was established by the redirection 
of tax revenues through the “Triple Flip.”

 Under the “Triple Flip,” one quarter of the local governments’ 1% share of sales 
taxes are re-directed to the state as a dedicated revenue source for the bond repay-
ment. To mitigate the loss of this revenue to the local governments, the legislation 
“re-directed” property taxes in the ERAF to local government.  The loss of ERAF 
property taxes to the school agencies is then backfilled with state aid.

 It is anticipated the swap of sales taxes for property taxes will terminate once the 
deficit financing bonds are paid, which is currently expected in 9-13 years.
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b. Shortly after the historic 2004 gubernatorial recall, a second shift occurred when 
the state reduced vehicle license fees (VLF) thus reducing revenue received by 
local governments.  To backfill this reduction of revenue, the state shifted $4.1 
billion in property taxes from school districts to local government.

c. The final shift occurred in November 2004, when Proposition 1A was approved.  
This proposition included “The Deal” which local governments agreed to a two 
year temporary shift of property taxes back to school agencies based upon a 
guarantee to never shift local government revenues to school agencies (save fiscal 
emergency).  Subsequently, in 2006-07 the temporary tax shift to schools reverted 
back to local governments.   

C. Revenue and Taxation Code sections 97 – 97.68

1. These code sections modify the calculations and allocations of property taxes made 
by the county and require the deposits of the amount of the property tax revenues not 
allocated to cities, the county, and special districts into the ERAF.

2. The county auditor is required to allocate the money in the ERAF to school districts, 
county offices of education, and community colleges.

3. The county superintendent of schools is required to determine the amount that the 
county auditor will allocate to each school district and county office of education.

4. Basic aid districts are excluded from receiving funds from ERAF.

5. The county auditor is required to allocate the ERAF to the school districts and county 
office based on the information provided by the county superintendent of schools.  
Revenue and taxation Code Section  97.2

a. The amount allocated is in inverse proportion to the amounts of property tax rev-
enue per average daily attendance (ADA) in each school district and county office 
of education.  That is, the more property taxes per ADA the district receives, the 
less ERAF per ADA they will receive.

6. The county auditor must not allocate any additional funds from ERAF to a school 
district or county office of education, causing those entities to become basic aid.

7. The county auditor is required to allocate the ERAF to the community colleges based 
on information provided by the Chancellor of the California Community Colleges.

8. If there are still additional funds in the ERAF after the allocations to school districts, 
county offices of education, and community colleges, the county auditor allocates 
these funds to the county superintendent of schools.
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a. Funds allocated to the county superintendent are counted as property tax revenue 
for special education programs in augmentation of the amount calculated pursuant 
to Education Code Section 2572, to the extent that those property tax revenues 
offset state aid for county offices of education and school districts pursuant to 
Education Code Section 56836.08 subdivision (c). The allocation to a county  
office of education for special education (i.e. excess ERAF) is to be made as 
though none of the shifts enacted in 2004 occurred — see Revenue and Taxation 
Code section 97.70 (f) (1).

9. If any additional revenues remain after the allocation for special education, the county 
auditor will allocate the remaining revenues  among the county, cities, and special 
districts in proportion to the amounts of ad valorem property tax revenues that were 
shifted from those agencies to the ERAF.

II. DETAILED PROCEDuREs

A. Depending on the county, beginning in October, the county will provide an estimate 
of the ERAF funds for the fiscal year.  In some counties, the estimate is provided 
in December or January.  In some counties, this estimate is provided by the Auditor 
Controller’s office.

B. The county will provide an additional estimate in April and the final amount at the end of 
the year (July).

C. The county office of education staff enter the amount of the estimated ERAF for the year 
into a spreadsheet that allocates the ERAF among the districts, the community colleges, 
and the county office of education.  Sample spreadsheets are shown at the end of this sec-
tion.

1. The county office of education will receive a letter from the Chancellor’s office that 
provides the amount of ERAF for the community colleges in the county. In some 
counties, this estimate is provided to the districts.

2. The ADA used in the spreadsheets is current year or estimated current year ADA.

3. The county office of education prepares the ERAF spreadsheet at P-1 and P-2.  This 
information is also provided to the districts.

D. The calculation is returned to the county auditor’s office. The county auditor uses the 
spreadsheet to allocate the ERAF as the taxes are collected.  
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1. Required shifts in the property taxes, that began in 2004-05 and sizably increased 
in 2006-07, may exceed the amounts allocated to the ERAF account, resulting in 
“negative” ERAF (In this case, the ERAF account is zeroed out and secured taxes are 
reduced in order to make up the total amount that needs to be shifted that particular 
year). Beginning in 2007-08, negative ERAF should be reported independently and 
not netted against secured taxes.

2. If the ERAF fund is insufficient to fund the VLF Adjustment amount, the auditor shall 
reduce the amount of ad valorem property tax revenue that is otherwise required to 
be allocated to non-basic-aid districts and community college districts in the county 
for that fiscal year by an amount equal to the difference between the VLF Adjustment 
amount and the amount of ad valorem property tax revenue that is otherwise required 
to be allocated to the ERAF in accordance with Revenue and Taxation Code Section 
97.70 (a) (1) (B).  These reductions are to be allocated among the various schools and 
college districts in proportion to their respective proportion of local secured assessed 
valuations.

3. If the ERAF balance after adjustments is negative, then a reverse ERAF allocation 
may be necessary. All ERAF monies should be depleted before implementing a 
reverse ERAF shift from non-basic aid schools. The sequence of ERAF transfers for 
Triple Flip and VLF swap adjustments should be as follows:

• ERAF

• Supplemental ERAF

• Unitary ERAF

• HOPTR ERAF

• Only after the ERAF resources listed above have been exhausted should a 
reversal occur.

• The calculation of a district’s basic aid status should be based on the current 
year revenue limit and local property taxes prior to shifts in property taxes. 
The district’s prior year status as a basic aid district is not relevant.

E. The county auditor completes the estimated tax reports in November, April,  and August 
(final).

1. These tax reports are submitted to the county office of education.

2. The county office of education is required to submit the tax reports to the  California 
Department of Education by:

a. For the first principal apportionment – not later than November 15.

b. For the second principal apportionment – not later than April 15.
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c. For the annual principal apportionment – not later than August 15.

3. The county office of education submits the tax reports using the on-line software from 
the CDE.
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Allocation of ERAF 
Sample Worksheet #1

Community College Adjustment Calculation

Chabot-Las Positas
P1 8,272,978.87          Chabot-Las Positas (6,661,551.13)         
P2 -                          Fremont-Newark (2,314,441.30)         

Per Worksheet 8,272,978.87          Peralta (9,553,444.95)         
Total Adjustment (18,529,437.38)       

Per Chancellor's Schedule 14,934,530.00        

Too Much / (Not Enough) (6,661,551.13)         
Final ERAF Allocation (Chancellor's Office)

Ohlone (Fremont-Newark) Chabot-Los Positas 14,934,530.00        
P1 2,877,357.70          Ohlone (Fremont-Newark) 5,191,799.00          
P2 -                          Peralta 21,421,970.00        

Per Worksheet 2,877,357.70          Total 41,548,299.00        
ERAF must equal this amount at year-end

Per Chancellor's Schedule 5,191,799.00          

Too Much / (Not Enough) (2,314,441.30)         

Peralta
P1 11,868,525.05        
P2 -                          

Per Worksheet 11,868,525.05        

Per Chancellor's Schedule 21,421,970.00        

Too Much / (Not Enough) (9,553,444.95)         

BAS\ERAF Allocation\P-016 Spreadsheet #2 (Excel98) CCs 11/3/2004, 12:37 PM
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Allocation of ERAF 
Sample Worksheet #1
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Allocation of ERAF 
Sample Worksheet #2
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Allocation of ERAF 
Sample Worksheet #2
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