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October 26, 2004

To: SLS Clients

From: Dwaine L. Chambers

Re: Revision of Written Employment Contracts
 to Include Additional Language

Effective June 21, 2004, the Legislature, among other things, amended Government Code
section 53260 (copy enclosed).

Government Code section 53260 (“section 53260") provides a statutory limitation on the legal
rights and authority of the parties concerning the payment of salary if there is an agreement
to terminate the employment contract before the agreed upon expiration date.  The statute
limits the amount paid to the monthly salary of the employee multiplied by the number of
months left on the unexpired term of the contract or 18 months, whichever is less.  Section
53260 also includes a requirement that all contracts must include the foregoing provisions.

AB 2756 amended section 53260 by adding a subdivision (b).  It is not clear if the Legislature
intended that the provisions of this new subdivision (b) must also be included in the written
contract.  However, out of an abundance of caution, we recommend that you include the
provisions of section 53260(b) in all new employment contracts and the extension of any
existing contracts (i.e., usually done by amendment or modification) occurring on or after
June 21, 2004. 

Our standard form written contract, which includes the provisions contained in both
subdivisions (a) and (b) of section 53260, now reads:

Pursuant to the provisions of Government Code section 53260:

A. In the event of termination of this Contract for any reason, no cash
settlement may be made in an amount which exceeds the salary
remaining under the Contract, or salary for 18 months, whichever is less.
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B. Notwithstanding the provisions of subsection A above, if the Board,
including an administrator appointed by the Superintendent of Public
Instruction, terminates this Contract, the Board may not provide a cash
or noncash settlement with the Superintendent in an amount greater than
the Superintendent’s monthly salary multiplied by zero to six if the Board
believes, and subsequently confirms, pursuant to an independent audit,
that the Superintendent has engaged in fraud, misappropriation of funds,
or other illegal fiscal practices. The amount of the cash settlement
described in this subsection shall be determined by a hearing officer
after a hearing.

The foregoing provisions (subparagraphs A and B) are a statutory limitation on
the legal rights and authority of the parties and are not intended as a settlement
commitment or guarantee by either party.  This subsection applies only to a
contract for employment negotiated or renegotiated on or after June 21, 2004.

The standard form contract language concerning the limitation on non-cash benefits, as
contained in Government Code section 53261, was not affected by the foregoing
amendment. 

If you have any questions concerning any of the issues discussed in this letter, please do not
hesitate to call upon me.

DLC/cp
Enclosure (Government Code section 53260)



GOVERNMENT CODE

§ 53260. Maximum cash settlement provisions in contracts of employment; Settlement on
termination of contract of district superintendent of schools 

(a) All contracts of employment between an employee and a local agency employer
shall include a provision which provides that regardless of the term of the contract, if the
contract is terminated, the maximum cash settlement that an employee may receive shall be
an amount equal to the monthly salary of the employee multiplied by the number of months left
on the unexpired term of the contract. However, if the unexpired term of the contract is greater
than 18 months, the maximum cash settlement shall be an amount equal to the monthly salary
of the employee multiplied by 18.

(b)(1) Notwithstanding subdivision (a), if a local agency employer, including an
administrator appointed by the Superintendent, terminates its contract of employment with its
district superintendent of schools that local agency employer may not provide a cash or
noncash settlement to its superintendent in an amount greater than the superintendent's
monthly salary multiplied by zero to six if the local agency employer believes, and subsequently
confirms, pursuant to an independent audit, that the superintendent has engaged in fraud,
misappropriation of funds, or other illegal fiscal practices. The amount of the cash settlement
described in this paragraph shall be determined by an administrative law judge after a
hearing.

(2) This subdivision applies only to a contract for employment negotiated on or after
the effective date of the act that added this subdivision.

(c) The cash settlement formula described in subdivisions (a) and (b) are maximum
ceiling on the amounts that may be paid by a local agency employer to an employee and is
not a target or example of the amount of the cash settlement to be paid by a local agency
employer to an employee in all contract termination cases.


