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Art and Science of AB1200 Oversight 
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– Chris Lombardo, Orange 

– Jamie Perry, Fresno 
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Art and Science of AB1200 

• Brief history of AB1200 

– Ed. Code 1240 grants County Superintendents oversight 

– AB 1200 enacted in 1992 expanded oversight role 

– AB 2756 (Daucher) approved in June 2004 expanded 
authority 

– Local Control adds approval of LCAP as a condition of 
budget approval beginning with 2014-15 budgets 
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Art and Science of AB1200 

• Emergency loans used to be funded through the State’s 
general fund with debt service based on the amount and 
dates actually disbursed at Treasury rates of interest 

• Emergency loans are now funded through the California  
I-Bank with debt service based on the full issuance amount 
from date of issue at market interest rates 

• Following charts illustrate the change in payoff period 
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Art and Science of AB1200 

District

Tenure of State 

Administrators 

and State 

Trustees

Legal 

Authority 

(in 

addition to 

AB 1200)

Date of 

Issue

Amount of 

State Loan

Interest 

Rate

Date/Amount 

of I –Bank  

Refinance & 

Remaining 

General Fund 

(GF) Loan

Outstanding 

Balance of I-

Bank and 

General Fund 

Loans

Amount of 

Annual Loan 

Payment; 

Due Date

Amount 

Paid By 

District 

Including 

Principal & 

Interest

Pay Off 

Date

Pre-AB 1200 AB 1202, 8/1/1990 $2,000,000 1.53% 12/1/2005

Trustee Ch 171/90 1/1/1991 $7,525,000 
2004 refi 

rate

$15,475,263 

refinanced by 

sale of 

$15,735,000 in 

I-Bank bonds 

(principal plus 

accrued 

interest)

07/01/90–05/01/91; 7/1/1991
19,000,000$

28,525,000

Administrator

Superior 

Court 

Order

05/02/91–05/03/92;

Trustee

05/04/92–05/31/12

Administrators 

05/26/92–09/30/96;
SB 1278, 6/16/1992  $5,130,708 5.34%

Trustee Ch 59/92 1/26/1993 $2,169,292 4.49%

10/01/96–12/20/01 $7,300,000 

West Contra 

Costa Unified 

(formerly 

Richmond 

Unified)

-0- N/a $47,688,620 
05/30/12 

I-bank

Coachella 

Valley Unified
N/a -0- N/a $9,271,830 

12/20/01 

GF
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Art and Science of AB1200 

District

Tenure of State 

Administrators 

and State 

Trustees

Legal 

Authority 

(in 

addition to 

AB 1200)

Date of 

Issue

Amount of 

State Loan

Interest 

Rate

Date/Amount of I 

–Bank  Refinance & 

Remaining General 

Fund (GF) Loan

Outstanding 

Balance of I-

Bank and 

General Fund 

Loans

Amount of Annual 

Loan Payment; 

Due Date

Amount 

Paid By 

District 

Including 

Principal & 

Interest

Pay Off 

Date

Administrator SB 130, 7/22/2009 $2,000,000 4/14/2010 Oct-28

07/23/09–Present Ch 20/09 3/11/2010 $3,000,000 I-bank

SB97,

4/14/2010
$8,000,000  

$13,000,000

Ch 357/13

Administrator SB 533, 11/15/2012 $7,000,000 11/1/2013

10/03/12–Present Ch 325/12 11/30/2012 $12,000,000 
$29,086,724 

refinanced by GF

2/13/2013 $10,000,000 

AB 86, $29,000,000 

Ch 48/13

($55 million 

authorized)

I-Bank refinanced $5 

million GF loan, plus 

provided additional $8 

million (total I-bank 

loan of $14,395,000 

including principal, 

accrued interest, and 

expenses)    

South 

Monterey 

County Joint 

Union High 

(formerly King 

City Joint 

Union High)

2.31%

$11,935,000 

as of 08/15/15 

(Bond debt 

service 

payments due 

February and 

August each 

year, through 

2029.)

I-Bank: $1.2 million 

total due during the 

period July through 

October, 2010–2012; 

$.9 million total due 

during the period 

July through 

October, 2013–2028. 

$5,736,022 

Inglewood 

Unified
2.31%

$27,925,771 

as of 07/01/15

GF: $1.8 million due 

each November, 

2014–2033.

             

$1,831,984

11/01/33 

GF
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Art and Science of AB1200 

• AB 1200 is designed as a progressive method of 
oversight aimed at ensuring fiscal solvency 

• If it impacts fiscal solvency we should be aware of it 

• Is there anything that doesn’t impact us fiscally? 

• The details can be overwhelming – develop tools to 
help you keep the big picture in mind 
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Art and Science of AB1200 

• The mechanics 
– County Office Responsibilities  

• LCAP approval 

• Budget approval 

• Interim budget certification approval 

• Resolution of district audit findings 

• Review public disclosures – collective bargaining, non voter-approved debt 

• Certify attendance reports 

• Review enrollment and unduplicated pupil count reports 

• Certify property tax reports 

• Prepare revenue estimates 
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Art and Science of AB1200 

• The mechanics 
– Resources 

• FCMAT Fiscal Oversight Guide 

• FCMAT COE Procedures Manual 

• LCAP Approval Manual 

• Listserves 

• ESSCO  

• FCMAT LCFF Calculator 

• Ed-data.org 

• CDE – All things finance related, Dataquest  
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Art and Science of AB1200 

• The art of AB1200 is knowing how much guidance, 
assistance or intervention is needed in any given 
situation to help a district prevent fiscal distress 
while developing, nurturing and navigating the roles 
and relationships at a governance and administrative 
level to allow the process to work. 
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Art and Science of AB1200 

• The science is in assessing the risks the districts in 
your county are facing and their ability to manage 
them  

 

• The practical application of AB1200 is a fluid process 
that looks ahead to assess how identified risks could 
impact budgetary and financial data 
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Art and Science of AB1200 

• True Stories 

 

– Solvency risks are not always immediately evident in the 
budget.  

 

– External factors can have a sudden and significant impact 
on a district’s fiscal solvency 
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Art and Science of AB1200 

• Relationships 
– The stronger the relationships you have within your own 

organization the more touch points you have with your 
districts – and the greater your understanding of their 
operating environment 

 

– The stronger the relationship between the COE and the 
district , the more likely the district will be receptive to 
guidance. 
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Art and Science of AB1200 

• Relationships 

– How healthy are your relationships with your districts? 

 

– Who do you know at the districts? 

 

– How do you expand your district relationship base? 
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Art and Science of AB1200 

• Internal resources.  
 Many county offices coordinate county-wide 
 meetings of the following support service groups: 

• Human Resources/Personnel 
• Facilities/Maintenance 
• Business Officials 
• Technology directors 
• Executive Secretaries 
• Payroll technicians 
• Accounts Payable technicians 
• Attendance clerks 
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Art and Science of AB1200 

• Local Control and Accountability Plan 

– LCAP has afforded the ability to expand relationships, both 
internally and externally, beyond support services to the 
core function of education 

• How are you reviewing LCAPs at your COE? 

• What training/professional development opportunities are 
available? 

• How has LCAP impacted your understanding of your districts? 
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Art and Science of AB1200 

• Local Control and Accountability Plan 

– LCAP forces us to look at the budget from a different 
perspective and provides greater connectivity to our core 
function 

• How has LCAP / Budget review impacted your understanding of 
your districts’ budgets? 

• How are you approaching this element of the review and approval 
process? 

 

 

 

 

19 



Art and Science of AB1200 

• Early Warning 
– AB1200 is designed as an early warning system 

– The earlier potential budget issues are addressed the 
easier it is to avoid fiscal distress 

– Skillful management of the early warning signs will help to 
prevent smaller problems from becoming full blown fiscal 
distress 

– The stronger the relationship between the COE and the 
district the easier it is to navigate early warning signs 
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Art and Science of AB1200 

• Identifying early warning signs 

– Assessing risk of possible distress to focus attention and 
resources 

– No matter if your county office has few or many districts 
we all face time challenges 

– Assessing risk allows you to see your data in context and 
prioritize your resources 
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Art and Science of AB1200 

• Remembering the big picture 

– How do you return to the big picture now you have this 
wealth of data and information about your districts? 

– Use the FCMAT Health Risk Analysis  

– Develop your own assessment and communication tools 
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The following 
district profiles 
are designed to 
communicate 
the most 
pertinent data 
quickly and 
easily 
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A summary of the most important data can be presented on a county-wide basis to help 
see your districts relative to one another 
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2015-16 2014-15 2014-15 2014-15

TOTAL 

RISK 

FACTOR

S

Weighted 

RISK 

FACTORS

Budget 

Adoption

2nd Int

Priority

1st Int

Priority

Adoption

Priority

2nd Int

Priority

1st Int

Priority

2 9

8 38 B A A B A B

6 42 B B B A C

4 35

7 39 B A A A C C

8 35 C C A A A A

4 40 B

4 15 B

1 10 C B C

8 37 C C B A C

8 48 A C

1 2 C

8 38 B B C A A B

6 23 C C

9 56 A B B C C

7 46 A C B B A

7 45 A A A A C

6 35 C B

4 40 B

108 633 12 10 10 10 10 10

6         33         Average

2013-14

This risk assessment tool 
measures all the districts in 
the county using a variable 
number of factors (start 
with FCMAT), shows the 
trend of risk for each 
district and helps to 
prioritize our work 



Art and Science of AB1200 

• What are the external risks your districts face? 
– Regulatory Changes 

• Affordable Care Act – possible penalties 
• Cost of and readiness for implementing AB1522 paid sick leave 
• Managing retirement system reporting – potential high cost for mis-

reporting 
• Implementing the expenditure regulations for LCFF supplemental and 

concentration 
 

– Environmental challenges 
• Teacher shortage 
• Facilities funding 
• Changes in the Community 
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Art and Science of AB1200 

• What are the internal risks your districts face? 
• Leadership  

• Personnel  

• Infrastructure  

• Facilities  

• Re-structuring the budget to facilitate the LCFF: 

– class size monitoring;  

– implementation of the LCFF expenditure regulations  
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Art and Science of AB1200 

• Conclusions 
– Arriving at a conclusion about financial and budgetary data 

is rarely performed well in isolation 

– Each district is unique - What works for one may not work 
for another. 

– Districts have different capacity for risk and differing 
abilities to manage risks 

– Knowing and understanding your districts will increase 
your ability to assess their unique risks 
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Art and Science of AB1200 

• Communication 

When the review reveals a problem communication is key! 

What is the internal process for review?  

Do staff understand how to assess data for signs of potential 
problems? 

Is there a clear communication channel so that problems are 
identified early on in the review process? 
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Art and Science of AB1200 

• Be Prepared – document your review 
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Review Task Fresno Kern Marin Orange Sutter Ventura

Check in budget/interim/UA DAT files and hard copies X X X X X X

Load DAT files into a data analysis tool X X X

Create LCFF Calculator for each LEA X X X X

Ask for District LCFF Calculator and Review X X X X X X

Review budget/interim reports using a checklist X X X X X X

FCMAT Fiscal Health Risk Analysis X

County specific Risk Analysis X X X

Districts performs FCMAT Fiscal Health Risk Analysis and 

COE reviews

X X

LCAP/Budget Verification X X X X X X

Phone/e-mail conversation with each LEA (CBO or Director) X X X X X X

Draft COE Letters for each LEA X X X X X X

Create a one-page profile to recap the key points of your analysisX X X



Art and Science of AB1200 

• Be prepared:  
• A solid review process that is well documented and easily 

accessible is invaluable when issues arise. 

• The remaining segments of this morning’s presentation are 
devoted to the critical areas of financial and budgetary review we 
perform 

• If you need a tool to help you in your review reach out to your 
colleagues! 
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AVERAGE DAILY 

ATTENDANCE 
33 



Average Daily Attendance 

• Overview 

– Average Daily Attendance is reported at P-1, P-2, 
and Annual 

– P-2 and Annual ADA can be revised 

– You must know how to calculate LCFF Funded 
ADA 
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Funded ADA - Where do you start? 

• Principal Apportionment Data Collection (PADC) Software 
Reports 
– Your COE attendance staff should have access to these reports 

– You may even have spreadsheet summary reports 

– This is where you will find the most up-to-date information 

• Principal Apportionment Exhibits 
http://www.cde.ca.gov/fg/aa/pa/index.asp 
– Great for finding historical data (prior year or prior certification 

periods) 
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2014-15 P-2 Attendance Summary Revised 9-2-15.xlsx
http://www.cde.ca.gov/fg/aa/pa/index.asp
http://www.cde.ca.gov/fg/aa/pa/index.asp


CDE’s Principal Apportionment 

Exhibits 
• 2014-15 P-2 

http://ias.cde.ca.gov/apportionment/ias.aspx?school
yearid=2014&RptType=P2&CertType=Non 
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http://ias.cde.ca.gov/apportionment/ias.aspx?schoolyearid=2014&RptType=P2&CertType=Non
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Greater of Current or Prior Year ADA 

• Add these two amounts together for the current year 
and compare to the prior year total: 
– Regular ADA (P-2) 

– Extended Year Special Education (Annual) 

• If the district declines year over year, they will be funded 
using the prior year Regular and Extended Year Special 
Education ADA   

• Don’t forget to include the impact of the charter net shift 
to prior year ADA 
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PADC - Attendance School District 

(P-2) 

38 

You get the Regular ADA from the P-2 “Attendance School District” form. Regular ADA 
includes opportunity classes, home and hospital, special day class, and continuation 
education. 



Attendance School District (Annual) 

39 

The Annual report is where you’ll find: Extended Year Special Education, Special 
Education Nonpublic, Extended Year Special Education Nonpublic, and Community 
Day School ADA. 



Always Include Current Year ADA for: 

• After you have determined the greater of current year or 
prior year, you must now add the following items: 

– Special Education Nonpublic (Annual) 

– Extended Year Special Education Nonpublic (Annual) 

– Community Day School (Annual) 

– Attendance for District Funded County Programs 

• County Community Schools (P-2) 

• Special Education – Special Day Class (P-2) 

• Extended Year Special Education (Annual) 
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Calculation of LCFF Funded ADA - 

Example 
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Audience Participation 

• Can you calculate LCFF Funded ADA? 

• With the data provided, what is the 2014-15 LCFF 
Funded ADA for this LEA? 

 

Exercise 
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Funded ADA Exercise.xlsx


TREND ANALYSIS/CRITERIA 

AND STANDARDS 
43 



What are the Criteria and Standards? 

• LEAs are required (EC Section 33129) to use the 
Criteria and Standards adopted by the State Board of 
Education (SBE) in developing their budgets and 
managing their expenditures. In addition, Criteria 
and Standards are used to monitor the fiscal stability 
of LEAs.  
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Criteria and Standards – Budget 

Criteria and Standards 
1. Average Daily Attendance 
2. Enrollment 
3. ADA to Enrollment 
4. LCFF Revenue 
5. Salaries and Benefits 
6. Other Revenue and Expenditures 
7. Facilities Maintenance 
8. Deficit Spending 
9. Fund Balance 
10. Reserves 

 

Supplemental Information 
1. Contingent Liabilities 
2. Use of one-time revenues for ongoing 

expenditures 
3. Use of ongoing revenues for one-time 

expenditures 
4. Contingent Revenues 
5. Contributions 
6. Long-term Commitments 
7. Unfunded Liabilities 
8. Status of Labor Agreements 
9. Local Control and Accountability Plan 

(LCAP) 
10. LCAP Expenditures 
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Criteria and Standards - Budget 

• Additional Fiscal Indicators 

1. Do cash flow projections show that the district will end the budget year 
with a negative cash balance in the general fund? 

2. Is the system of personnel position control independent from the payroll 
system? 

3. Is enrollment decreasing in both the prior year and budget year? 

4. Are new charter schools operating in district boundaries that impact the 
district’s enrollment, either in the prior fiscal year or budget year? 

46 



Criteria and Standards - Budget 

• Additional Fiscal Indicators 
5. Has the district entered into a bargaining agreement 

where any of the budget or subsequent years of the 
agreement would result in salary increased that are 
expected to exceed the projected state funded cost of 
living adjustment? 

6. Does the district provide uncapped (100% employer 
paid) health benefits for current or retired employees? 

7. Is the district’s financial system independent of the 
county office system? 

47 



Criteria and Standards - Budget 

8. Does the district have any reports that indicate 
fiscal distress pursuant to Education Code Section 
42127.6(a)? 

9. Have there been personnel changes in the 
superintendent or chief business official positions 
within the last 12 months? 

48 



Average Daily Attendance 

• Funded ADA 

– For the budget year and the three prior years 

– Drives LCFF transition entitlements 

– When districts make revisions, you have to go back and 
recalculate funded ADA 

– Funded ADA  is displayed on SACS Form A 

49 



Enrollment 

• District student enrollment is displayed for the three 
prior years, the budget year, and the two subsequent 
years 

• Questions: 
– Does current year enrollment match CALPADS enrollment? 
– Do you know why the enrollment is growing, declining, or 

staying flat? 
– Does the district have a demographer? 
– Are enrollment projections optimistic, most likely, or 

conservative? 

50 



ADA to Enrollment 

• The C&S shows a three year historical average for 
ADA/enrollment. 

• The budget year and two subsequent fiscal years are 
compared to the historical average plus 0.5%. 

• Questions: 
– Why is the ADA/Enrollment ratio significantly different from the 

historical average? 

– Do you quantify the ADA/Enrollment compared to the historical 
average in dollars? 
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ADA and Enrollment 

52 
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LCFF Revenue 

• The C&S displays LCFF broken down by change in 
population and by the change in funding level. 

• LCFF Sources is the largest revenue source for school 
districts. 

• County offices must verify LCFF entitlements in the 
budget year and subsequent fiscal years 
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LCFF Verification 

54 

LCFF Entitlement 2014-15 2015-16 2016-17 2017-18 

OCDE Estimate (with 2015-16 Enacted Budget 
gap funding rates: 
30.16%/51.52%/35.55%/35.11%) 

$62,002,851 $65,938,211 $68,034,649 $69,405,505 

District Estimate $61,968,142 $66,117,638 $65,694,287 $65,968,429 

Difference (OCDE less District Estimate)       $34,709 ($179,427) $2,340,362 $3,437,076 

 

Questions: 
What LCFF assumptions did the district use? 
 
Have you included LCFF Transfers? 
 
If the District Estimate is higher than the COE estimate, what is the contingency 
plan? 



Salaries and Benefits 

• The C&S computes a three year historical average for 
unrestricted salaries and benefits as a percentage of 
unrestricted expenditures. 

• If this ratio is too high, consider looking at the 
district’s budgeting practices to identify the cause. 

• Compare prior year unaudited actuals to the current 
budget or interim projection data. 
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Facilities Maintenance 

• This is directly related to the Routine Restricted Maintenance (RRM) 
contribution requirement in Education Code 17070.75 

• The 2015-16 Budget provides a phase-in of the 3% RRM contribution 
of total general fund expenditures, transfers out, and other uses. 
– For 2015-16 and 2016-17 fiscal years, the required minimum amount shall 

be the lesser of: 
• Three percent of the total general fund expenditures for that fiscal year or the amount 

that the school district deposited into the account in the 2014-15 fiscal year. 

– For the 2017-18 to 2019-20 fiscal years, the required minimum amount to be 
deposited into the account shall be the greater of the following amounts: 

• The lesser of three percent (3%) of the general fund expenditures for that fiscal year 
or the amount that the school district deposited into the account in the 2014-15 fiscal 
year. 

• Two percent of the total general fund expenditures of the applicant school district for 
that fiscal year. 
 56 



Deficit Spending 

• Deficit spending occurs when total revenues (objects 
8000-8999) less total expenditures (objects 1000-7999) 
results in an amount less than zero. 

• For AB 1200 purposes, we focus on the unrestricted 
general fund. 

• Questions: 
– Does the district have a structural deficit? 
– What is the cause of the deficit spending? 
– Is the district spending down fund balance as part of a long term 

plan? 

57 



Deficit Spending Examples 

58 

Example #2 

This district was in trouble before LCFF. 
Two years into LCFF implementation, 
things are looking much better. Every 
district is unique and will have a different 
story. 

Example #1 

This school district is experiencing 
significant deficit spending. A closer look 
at revenue and expenditure budget 
assumptions may tell a different story. 



Reserves 

• C&S displays general fund unrestricted reserves as the 
sum of: 
– General Fund: Stabilization Arrangements 9750, Reserve for 

Economic Uncertainties (REU) 9789, and 
Unassigned/Unappropriated 9790 

– Special Reserve Fund: Stabilization Arrangements 9750, Reserve 
for Economic Uncertainties (REU) 9789, and 
Unassigned/Unappropriated 9790 

• Always divide the reserves by the total general fund 
expenditures + transfers out + other uses to compute the 
unrestricted reserve % 
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Unrestricted Reserves 
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We generally look at the 
General Fund Reserve for 
Economic Uncertainties 
and the Unassigned fund 
balance. 
 
Don’t forget about 
Committed and/or 
Assigned fund balance. 



New Requirements for School 

District Reserves 
• New, beginning in 2015-16 
• Education Code Section 42127(a)(2)(B) 
• Adopted budgets that include a combined assigned and unassigned ending fund 

balance in excess of the minimum recommended reserve for economic 
uncertainties shall, at the budget public hearing provide all of the following for 
public review and discussion: 

1. The minimum recommended reserve for economic uncertainties for each fiscal year 
identified in the budget. 

2. The combined assigned and unassigned ending fund balances that are in excess of the 
minimum recommended reserve for economic uncertainties for each fiscal year identified in 
the budget. 

3. A statement of reasons that substantiates the need for an assigned and unassigned ending 
fund balance that is in excess of the minimum recommended reserve for economic 
uncertainties for each fiscal year that the school district identifies an assigned and 
unassigned ending fund balance that is in excess of the minimum recommended reserve for 
economic uncertainties. 
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New County Office Requirements in 

Education Code 42127(c) 
• Began in 2014-15: EC 42127(c)(3) Determine whether the adopted 

budget includes the expenditures necessary to implement the local 
control and accountability plan or annual update to the local control 
and accountability plan approved by the county superintendent of 
schools. 

 
• Began in 2015-16: EC 42127(c)(4) …If the adopted budget includes a 

combined assigned and unassigned ending fund balance that 
exceeds the minimum recommended reserve for economic 
uncertainties, the county superintendent of schools shall verify that 
the school district complied with the requirements of 
subparagraphs (B) and (C) of paragraph (2) of subdivision (a). 
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Contributions/Transfer In/Transfers Out 

• What is happening to contributions, transfers in, and 
transfers out? 

– Any spikes? 

– Does it match the MYP? 

– Why are the contributions changing from year to year? 

• What’s the impact of transfers in/out on deficit 
spending? 
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Long Term Commitments 

• Capital leases, certificates of participation, supplemental 
early retirement programs, and general obligation bonds 

• Is the district properly budgeting debt service payments? 

– Did they forget to budget payments? 

– Is anything falling off in the budget year or two subsequent 
years? 

• Do you have debt service schedules to compare against? 
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Status of Labor Agreements 

• C&S S8A/S8B/S8C displays useful information related to: 

a. Status of negotiations for certificated and classified 

b. Certificated FTEs 

c. Cost of 1% 

d. Salary schedule increases 

e. Health and welfare benefits 

f. Step and column 

g. Attrition 
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Multi-Year Projections 

66 



What is a Multiyear Financial 

Projection (MYP)? 
 

• A plan that presents financial estimates of programs in 
tabular form for a period of years.  
 

• The data in the plan should be organized along the lines of 
the program structure. 
 

• These estimates show the future financial impact of 
current decisions.  

 
Source: http://fcmat.org/wp-content/uploads/sites/4/2015/01/Fiscal-Oversight-Guide-2014-final-interactive.pdf 
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What is a Multiyear Financial 

Projection (MYP)? 
• At minimum, the MYP must include current year and 

subsequent two years projection of the General Fund 
operating statement 
– Unrestricted, Restricted, and Combined 
– Revenues, expenditures, and by major object. 
– Fund balances 

• Various acceptable formats: 
– SACS software Form MYP 
– Spreadsheets 
– FCMAT Budget Explorer 
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Why Are MYPs Important? 

 

• A district’s fiscal solvency depends accurate MYP 
development; and 

• County Superintendents are required to monitor and 
make determinations regarding each district’s ability to 
meet its multiyear financial commitments, providing 
support/intervention as needed. 

• A careful analysis of a district’s MYP is critical to this 
oversight role! 
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COE Responsibilities - MYPs 

• Adopted Budgets:  

– Due to the COE five days after adoption or by July 1, 
whichever occurs first (EC 42127(a)(2)(A)). 

– EC 42127(c)(2) requires that the County Superintendent to: 

• Determine whether the adopted budget will allow the 
district to meet its financial obligations during the 
fiscal year and is consistent with a financial plan that 
will enable the school district to satisfy its multiyear 
financial commitments.  
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COE Responsibilities - MYPs 

• Adopted Budgets: EC 42127(c)(2) cont.: 

– The county superintendent shall review and consider 
studies, reports, evaluations, or audits that contain 
evidence that the district is showing fiscal distress.  

– The county superintendent shall either conditionally 
approve or disapprove a budget that does not provide 
adequate assurance that the school district will meet its 
current and future obligations and resolve any problems 
identified in studies, reports, evaluations, or audits 
described in this paragraph. 
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COE Responsibilities - MYPs 

• Interim Reports: 
– Districts certify interim reports and file with County 

Superintendent. [EC 42310] 

• 1st Interim: Covers financial and budgetary status of the 
district through October 31. 

• 2nd Interim: Covers financial and budgetary status of 
the district through January 31. 

• Must be approved by the district’s governing board and 
submitted to County Superintendent no later than 45 
days after the close of the reporting period. 
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Positive 
Certification Qualified 

Certification 
Negative 

Certification 
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Positive 

• Assigned to any 
school district that, 
based upon current 
projections, will 
meet its financial 
obligations for the 
current fiscal year 
and subsequent 
two fiscal years. 

Qualified 

• Assigned to any 
school district that, 
based upon current 
projections, may 
not meet its 
financial obligations 
for the current fiscal 
year or two 
subsequent fiscal 
years. 

Negative 

• Assigned to any 
school district that, 
based upon current 
projections, will be 
unable to meet its 
financial obligations 
for the remainder 
of the fiscal year or 
the subsequent 
fiscal year. 

Interim Report Certifications 

EC 42131(a)(1) 



• Interim Reports: 

– County Superintendent may change the certification and, 
no later than 75 days after the close of the period being 
reported, shall provide notice of that action to the 
governing board of the school district and to the 
Superintendent. [EC 42131(a)(2)] 
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Interim Report Certifications 



 

• Lack of “Going Concern” [EC 42127.6] 

• Collective Bargaining Agreements: [EC 42142, Govt. 
Code 3540.2, 3547.5] 

• Non-Voter-Approved Debt Reviews [EC 17150, 17150.1] 

• Ongoing Fiscal Health Risk Assessments 
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MYP Analysis – More than Budgets 

and Interims 



How Do We Perform 
This Work? 
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Budget Assumptions! 
• Obtain budget assumptions from the District 
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• Local Control Funding Formula (LCFF) 

– Cost of living adjustment (COLA) 

– Gap funding rate 

– Enrollment 

– Unduplicated pupil count 

– Average daily attendance by grade span 

– Property Taxes 

– LCFF Transfers 

– Class Size Penalties 

• Other revenues 

– Categorical COLAs 

– Federal sequestration 

– Lottery 

– Mandate Block Grant 

– One-time funds 

– Former RDA 



Budget Assumptions (con’t.) 
• Expenditures 

– Average teacher salary 

– Certificated and Classified Salaries 

– Step and column 

– Health and welfare 

– Staffing (adjustments for growth or 
decline) 

– K-3 Grade Span Adjustment 
progress 

– Other Adjustments 

– Budget Reductions 

– LCAP support 

 

• Other Financing Sources/Uses 

– Contributions 

– Transfers In 

– Transfer Out 

• Other 

– Debt Issuance 

– Sale of surplus property 
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Budget Assumptions-Examples 
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Budget Assumptions-Examples 
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MYP Reviews: Start at the 

Beginning…   

 

• Review the district’s General Fund 
information (Form 01) in detail. 

 

• When you understand the “story’ being told 
in Form 01, you are ready to analyze the 
MYP 
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Tips for Reviewing the MYP 

• Verify the budget assumptions that were used to develop 
the MYP. 

• Does the data for the budget year match SACS Form 01? 
• Is there negative ending balance on the restricted MYP? 
• Be sure to ask for details if the district uses “Other 

Adjustments” for certificated, classified or a catch all for 
total expenditures. 

• Are collective bargaining agreements reflected in the 
MYP? 
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MYP Reviews - Revenues 

– Review LCFF Calculator Summary Pages 
 

– Reviews estimates of COLA, gap funding, ADA 
projections, unduplicated pupil count, one-time 
revenues, revenues unique to certain districts (NSS, 
Basic Aid, Impact Aid)  

 
– Use trend analyses to help determine reasonableness. 

• Simple or Elaborate – Information is critical 
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MYP Reviews - Revenues 

• One time revenues - have they been removed for 
subsequent years? 

• Review audit findings for potential impacts to 
revenues. 
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MYP Reviews - Revenue 

• Transfers in – from Reserves to support deficit 
spending or one-time purchase 

– Check the out years for changes and explanations 

• Confirm contributions to Restricted - Decreasing or 
Increasing – why? 

• If a restricted revenue stream has been declining, has 
the decline, and the corresponding contribution from 
unrestricted been projected? 
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MYP Revenues 

86 

A1. Revenue increases  4.07% and 3.71% 90% S&C ADA flat – LCFF Calculator 
A3. One time dollars in 15/16 not carried over to 16/17 and 17/18 - Mandated Cost 
A5b. Reduction in 16/17 and 17/18 - probability of a New Charter School 



MYP Revenues 
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A1. Revenue increases  1.79% and 1.99% Less than 10% S&C ADA flat – LCFF 
Calculator  
 



MYP Revenues 

88 

A1. Revenue increases 1.81% and decrease 3.44% Declining enrollment- LCFF 
Calculator 



MYP Reviews - Expenditures 

• Salaries/Benefits: Compare to prior year actuals, 
checking for: 
– 1% to 2% increases for step and column 

– Statutory benefit increases 

– H&W benefits 

– STRS/PERS increases.  

– Costs for multiyear collective bargaining agreements 

– Adjustments corresponding to “story” of enrollment/staffing 
increases or decreases.  
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MYP Reviews - Expenditures 

• Are one-time expenditures in/out? 
• Debt:  Are COP or other debt payments budgeted? 

– Check Audit Report 

• Review other funds for possible impact to the General Fund. 
• Review transfers out and/or capital outlay 

– One-time? Short-term support for specific program?  Ongoing support 
for programs such as child development, child nutrition, or deferred 
maintenance? 

• Do projections for supplies, services, capital outlay and other expenditures 
appear reasonable?  

• Does the budget include sufficient expenditures to support LCAP goal 
and expenditures. 
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MYP Expenditures 
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Other adjustments – New School 
Transfer Out – Reduction in the amount of Deferred Maintenance ? 
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MYP Expenditures 

Other adjustments – Declining Enrollment 
Employee Benefits – Increasing  while Salaries decreasing? 



MYP Reviews – Ending Fund Balances and Reserves 

• SACS Reports (.dat file) = Financial System 

• Beginning and ending fund balances 

– Correctly stated 

• Reserve for Economic Uncertainties 

– Minimum standard met 

• Components of ending fund balances for each year 

– Nonspendable / Restricted / Committed / Assigned 
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MYP Reviews – Ending Fund Balances and Reserves 

• New reserve reporting requirements 
– E.C. 42127(a)(2)(B)&(C) 

The governing board of a school district that proposes to adopt a budget 
that includes a combined assigned and unassigned ending fund balance 
in excess of the minimum recommended reserve for economic 
uncertainties, shall, at the Budget Adoption public hearing, provide:  
1. The minimum recommended reserve for economic uncertainties;  
2. The combined assigned and unassigned ending fund balances that 

are in excess of the minimum recommended reserve for economic 
uncertainties for each fiscal year identified in the budget; and  

3. A statement of reasons to substantiate the need for reserves that 
are higher than the minimum recommended reserve.  

 

 94 



MYP Reviews – Ending Fund Balances 

and Reserves 
• Deficit spending?  Know it’s root cause(s)! 

– Unrestricted / restricted funds 
– One-time expenditures 
– Planned spending of certain reserves 
– Are operational expenditures exceeding projected revenues 

 
• Analysis of unrestricted and restricted ending fund balances 

– Both should be positive 
– Is the restricted fund balance growing 
– Are either the unrestricted or restricted fund balance negative 

 
 



MYP Reviews – Ending Fund Balances 

and Reserves 



MYP Reviews – Ending Fund Balances 

and Reserves 

If non-material 
technical inaccuracies 
were noted in the COE 
review, you may want 
to summarize those 
findings for district 
staff, and suggest 
recommendations for 
future consideration. 
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How do we do this work? 

• Most COEs have review checklists 

– samples have been provided 

• Beyond the SACS Reports 

– Budget assumptions 

– Narratives 

– Trend analysis 

– Community 

– Televised and/or on-line Board Meetings 
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Budget/Interim Review Tools 

• COE Fiscal Procedure Manual 

• Sample Checklists and Tools 

• CASBO Workshops and Annual Conference  

• Vendor materials 

• Your COE friends here in this room! 
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http://fcmat.org/coe-fiscal-procedural-manual-update/


Unaudited Actuals Too! 

• Estimated Actuals compared to Unaudited Actuals 

• MOEs 

– SEMA / SEMB / NCMOE 

• Form CEA (Current Expense Formula / Minimum 
Classroom Compensation) 

• Form PCR (Program Cost Report) 

• Indirect Cost Rate 
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Other Reports 

• Audit Reports 

– Adjustments and findings 

• AB 2756 Fiscal Distress  
 Reports/Studies/Evaluations/Audits 

• AB 2197 Non-Voter Approved Debt Disclosure 

• Cash Flow Reports 

• Other 



Summary 
• There are numerous factors 

impacting the AB1200 
Process 
– Tangible Factors 

• Is the Budget and MYP 
reasonable? 

• Are the major components 
realistic? 

• Are reserves adequate? 

– Intangible Factors 
• Budget philosophy, staff, 

leadership, community 
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If we do our job 

well 

• Met legal responsibility 

 

• Better informed 

 

• Partnership 

 

• Our Students Benefit! 
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THANK YOU 
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