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Purpose of this Book

The Board and the Budgel is designed to aid school board
members in managing their school district’s budget After all,
board members are required to approve an annual budget for their
schooldistricts each year, certify theirdistrict's financial solvency
annually and approve an audit of their district’s financial
operations after the end of each fiscal year.

And vet, very few school board members are elected with an
intimate knowledge of the sometimes Byzantine, often bizarre
Califorma school finance system. While school district business
otaff and superintendents will assist board members and make
recommendations concerning the finances of a district, it is critical
that board mernbers have — at the very least — a general idea of
what is being recommended.

This handbook is designed to help you, the school board
member, gainan insight into California school finance and become
familiar with some of the basic financial and budget principles
which are vital to sound school financial management.
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Introduction

By using the information and ideas in this book, you as a local
school board member can improve your knowledge of your
district’s finances and ensure that your district is on a sound
financial footing. If yourdistrict av oids serious financial problems,
staff will be able to focus on educational programs and minimize
distractions by financial considerations. Because financial
prublems inevitably detract fromadistrict’s educational program,
this book 15 designed to aid your district in avoiding money
difliculties by gining you hints and ideas for early detection of
funding problems.

Until recently, Califorma school finance was largely a local
problem. Property taxes were levied by school boards tofund their
community s schools. But in 1972, the Cahfornia Supreme Court
ruled in the Serrano case that California’s school financing
methods were unconstitutional. The reason: Districts with high
property values were levying low taxes and thereby producing
large amounts of revenue to fund superior educational programs.
Districts with low property valuations, by contrast, were unable
to raise the revenue necessary to deliver such programs.

The Legislature’s response to this ruling was the “revenue
limit.” This financing method reduced the amount of money “high
wealth " districts could raise, ard began the process of “equalizing”
school districts” revenues throughout California Asaresult of the
Serrano decision and Proposition 15, which significantiy reduced
property tax revenues toschools. the Legislature has largely taker
over the financing of the state’s public schools. A number of school
finance hills have been enacted to implement the Serrano decision
and to replace revenues lost through *“Prop. 13.”

The state’s strong control of school revenue has virtually
elhiminated funding inequahty in Cal.. .. ma scheols. But there has
emerged scant evidence that this new equality of funding has
produced any better results in “low wealth™ districts. Test scores
have increased only shghtly, and only in certain areas. What is
clear. huwever, 15 that the strong state control of school revenues
has caused a precipitous decline in the financial support for
Cahfornia’s K 12 educational system. OQur public schools must
now compete directly with other st.te priorities such as health,
welfare and transportation for necessary funding. This decline 1s
reflected in the statistics in Table 1
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Introduction

Current Financing Method

SB 813, the current school finance law enacted in 1983,
provides that each district receive an annual cost of living
adjustment (COLA) based on the district’s per pupil allocation
(“revenue limit™) and its relative “high” or “low” wealth. The
former is accomplished by a flat-rate cost of living adjustment.
The latter revenue limit is achieved through a combination of
about 75 percent state general fund dollars and 25 percent local
property taxes.

Districts may also receive additional funds in the form of
categorical aid, which is restricted to special programs, and a
share of the profits from the state lottery. (The lottery currently
represents less than 3 percent of total school revenues). As for new
: school construction, this 1s financed through a combination of
locally enacted developer fees and state loans/grants to local
districts.

The state’s share of construction money 1s financed from bond
issues.
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‘ Today’s School Finance Issues

This section is a particularly risky one to compose. The
information noted here 1s dated almost as soon as it 1s whitten.
Nevertheless it 1s important to discuss those issues which impact
the future of school finance.

The state spending limit: In 1979, California voters passed a
controversial state constitutional spending limit. It limits the
growth of stat+ spending to growth in population and growth in
theU.S. Consumer Price Index, or to California per capita income,
whicheveris lower. The state may have reached its spending limit
in 1987 This means that the state, while having access to
accelerating revenue, may not be able to spend it all. Rather, the
state may bc required to return the unspent revenue to taxpayers.
The surge in school enroliment has compounded the problem for
school finance because school populations are growing faster than
the total state population. Indeed, the consequences of the
spending limit are painfully obvious to those of us who, since 1972,
have become dependent on state appropriations to fund our local
schools.

Stale fiscal policy. The current administration in Sacramento1s
fiscally conservative and committed to resisting tax increases.

) Furthermore, this governor has little regard for categorical
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Introduction

programs. Fhilosophically, this administration would like to see
the revenue which supports these categorical programs “folded”
into general purpose school revenues. Because of this fiscal
conservatism, funding increases for schools are likely to be small
and California’s school funding position relative to other states is
likely to remain the same or perhaps decline.

Required slate financial reporting: The Financial Management
Advisory Committee (FMAC) project is an attempt by the
Department of Education and the state controller to modernize
accounting and fiscal practices of California’s 1,084 school
districts and county offices of education. The motivation behind
this project 1s the Legislature’s desire to reduce the number of
school districts requiring financial bailouts. the most recent —and
most publicized — being the bankrupt San Jose Unified School
District in 1983. Now, boards must certify their fiscal condition to
the county superintendent and the state Training of busiress
officials. superintendents and school boards in modern fiscal
management techniques is also a major goal of this project.

The state lottery. The state lottery has been generally
cuccessful as a source of funding to schools, providing about $130
per public school pupil during the 1985-86 fiscal year. It is
predicted to stabihze at about $100 per pupil in the future.
However. this represents less than 3 percent of total school
revenues and 15 not a large enough source of revenue to make any
significant contribution to solving Califorma’s school funding
problems.

Local lax elections Many districts in the state have attempted
to pass local “parcel’” taxes through elections. A few have had
success. but not surprisingly the successful districts are often
ones formerly labeled “high wealth.” The fact remains that such
elections may be the only source of additional school revenue in the
future.

Schoo! funding 1in Califorma 1s state controlled and may
decrease in the future relative to money spent on schoolchildren by
other states. Cahforma now requires school districts to report
therr financial condition on a regular basis. Additional doliars may
be generated for local schools by means of local parcel tax
elections,
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Introduction

Thus, itis important for you as a school board member to keep
close tabs on your district's finances so you can help your district
plan a successful future. After all, the failure to plan ahead
financially can only result in the disruption of your district’s
educational programs.

Table 1

Comparisons of Education Expenditures, Teacher Salaries,
Student-Teacher Ratios, and Graduation Rates Among
California, New York, Minnesota, and Michigan, 1983-84

California  New York Minnesota Michigan
Expenditures per pupit

inADA .. ..., . $ 2912 $ 4,845 $ 3.376 $ 3.498
Rank
(expenditures/pupil) . 31 3 17 15

State and local revenues as
% of personal income 375% 4 93% 512% 501%
State and iocal expen-

ditures for local schocls
as % of total government

expenditures 22 16% 22 08% 2377% 2577%
Teacher salary $26 403 $26.750 $24.480 $28877
Students/teacher 24 16 18 23

High school graduation
rate (% of ninth grade
enrollment four years

earler) . . . 69% 66% 89% 73%
Source Wil S Meyers Comp et al 1984 How States Rate Measures of

Educational Excellence Washington, D C National Education Association
Source PACE
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Reporting

Thss section is intended to provide board members *vith the
basics on financial reporting. This includes report formats, hints
on deciphering reports, definitions, a simple discussion of ending
: balances and board responsibilities in (FMAC).

The Financial Report For The Board

Why do you need a financial report?

Financial reporting 1s the basis for all financial planning and
decision making. Financial reporting provides you with the
. information and data needed to make intelligent and info:med
: decisions about the financial future of your district Financial
reports let you momitor your district’s budget performance over
time and are the first step 1n building your district’s expenditure
plan for the next fiscal year.

Reports should be clear and simple.

Good, clear, simple financial reporting 15 essential to financial
planning. Reports must be concise (one page of figures and one
page of wntten assumptions), but contain enough information so
d the board, with aid of the district’s chief business officer, can judge
. the district’s financial condition.

Ending Balance projection.

The best way for a board to review ts finances is to request a
projection from staff of the ending balance for the current fiscal
year and compare expenditures and revenues to budgeted
expenditures and revenues. Such reports should include a list of
assumptions which were used in their preparation. (See tables 2
and 3).
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Financial Peporting

Hints on r:viewing the report.

® If the projected ending balance is less than 3 percent of
projected revenues, it is time for board members to become
concerned about the level of their district’s reserves. Reserves or
unrestricted ending balance should equal at least 3
percent of projected revenues.

® If the projected ending balance is significantly less than the
beginning balance, board members should become concerned.

® If projected expenditures exceed budget, or projected
revenues are less than budget, this is cause for concern.

® Review the assumptions which should be provided with the
report. Do they seem reasonable? Ask staff questions about the
assumptions if you have any doubts.

Boards are required by state law (AB 1366) to certify their
financial condition twice during the July 1 to June 30 fiscal year.
The reports are due to the county superintendent in January and
April.

The report displayed in tables 2 and 3 is the type of report
which will permit you to certify your district’s financial health.
You should request a report at least three times a year (October,
January and April). If it is determined tha: your district is
experiencing financial tro'tble, the reports should be provided
monthly.

Demystification Of Account Codes

Board members typically receive financial reports which are
described. at least in part, by account codes. These codes, while
sometimes confusing, are a standard method of describing
financial information The account codes used 1n California are
prescribed by the California School Accounting Manual.

Account codes are important i order to provide a logical and
consistent classification of expenditures and revenues. A computer
1sused tomake the task manageable. A re' enue account lassifies
receipts whereas an expenditure account classifies the dollars
spent

For example. account codes assigned to the School Improve-
ment Programidentify incoming funds as well as expenditures for
salaries, supplies, etc. as belonging to the School Improvement
Program This expenditure coding will gather all certificated
salary expenditures together under one. high-level account code.
(See table 3 to view the use of hugh level account codes).
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Financial Reporting

Revenue coding is usually a very straightforward description
of an income source. There is a great deal of interest by the public,
the Legislature and others in schoot expenditures. Therefore, the
coding of expenditures is usually far more complex thanthe coding
of revenue.

Expenditure codes are usually divided into subclassifications
1n order to provide the type of information needed 2bout school
expenditures. These subclassifications are as follows:

- ,
P

Site or Department code: This code identifies a school or
department. (See table 4).

Object code: This code dentifies the type of expenditure, such
as salaries and employee benefits along with non-salary items
such as books and school supg-ies. (See table 5).

Progr: =2 Code: This code identifies a function or activity such
as mam - ance. transportation and school administration. (See
table 6).

Other codes. Somedistricts may use other expenditure codes to
provide additional information about expenditures.

DAY U

Sample Expenditure Code Structure

Site Program Object Funding Source

101 430 1100 MUR7
Jones School Elem Ed Teach Sai  Miller-Unruh Reading

As a board member. vou can ask for information about your
district’s expenditures descrived by the account codes listed
above. For example. you can ask tosee what types of expenditures
are being made 1n your district’s Miller Unruh reading program.

In short. you can ask for financial information sorted in any

{8, vl q oy .
¥ B Sty g e b RN 50

Mo e
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way that 1s possible. For example. table 7 displays a budget report K
arranged by school site. fur.ding source and object of expenditure. 5
This type of school site report shows the direct support dollars 3
that are actually available to a school site. The report
demonstrates how an accounting system can be used to produce
valuable data for a school. R
In order for a board member to better understand financial K
reporting. a discusston of fund accounting and the knowledge of f—
the purpose and uses of a fund is necessary. z%
9 V:’Stw
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Financial Reporting

Purpose And Definition Of A Fund

California schools use a form of governmental accounting
known as “fund accounting.” This form of accounting is required
by the Education Code and helps school districts account for
expenditures and revenues within certain broad categories.

Examples of these broad categories are the K-12 program (the
general fund), the cafeteria program, school construction and
deferred maintenance. A separate fund is maintained to account
for the financial activity associated with each of these broadly
defined activities or programs. Your business office must
maintain a separate set of self-balancing books for each fund.

The Association of School Business Officials describes a fund
as follows:

A fund is defined as an independent fiscal and
accoun.ing entity with a self balancing set of accounts.
These accounts record all assets and financial resources
together with related encumbrances, reserves and

equities whichare segregated for the purpose of carrying
on specific activities or obtaining certain objectives in
accordance with special regulation, restrictions, or
: limitations.

The purpose of a fund is to ensure that the dollars associated
with a specific actwvity are not co-mingled with other dollars used
by the district They are accounted for separately. For example,
) the repayment of bonded indebtedness 1s paid from special
: property tax assessments. Law requires that these funds be kept
i separate from other funds in the district. This is accomplished by
the establishment of a Bond Interest and Redemption Fund. As
ncted above, a separate set of self-balancing accounts will be
maintained for the fund. A list of funds currently in use by
California school districts can be found n table 8

The report (see tables 2 and 3) which was described earhier in
this sectioncan be produced for each fund of the district. It 1s often
wise for board members to request such reports on funds which
may be experiencing financial difficulty. Funds which are often 1n
a deficit situation are food service (because prices aren't raised
frequently enoughto offset increased costs) and child development

(because of insufficient state funding — having recerved no COLA
for several years),

In summary, districts use funds and fund accounting to
segregate the dollars received and spent on certain broad
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Financial Reporting

categories. The use of fund accounting is required by law. The
district business office keeps a set of self-balancing books on each
fund.

Earlier in this section, we briefly touched on the concept of the
“fund balance.” A fund balanceis the amount of assets remaining
in a fund at the end of an accounting period. The next part of this
section deals with the fund balance.

Fund Balance

What exactly is a fund balance? A fund balance is defined as the
current assets of afund. Schools use the concept of the ending fund
balance to assess the financial health of the district’s various
funds. Examples of the assets which make up the ending fund
balance arecash, accounts receivable, warehouse inventory (goods
in the district’s warehouse), and prepaid expenses such as
insurance policies whose term overlap the fiscal year. The ending
fund balance is the assets remaining in the fund at the end of the
fiscal year.

The ending fund balance can be divided into restricted and
unrestricted amounts.

Restricted. A restricted fund balance is defiued as those funds
w hich must be spent for aspecific purpose and cannot be expended
for any general purpose. Examples of restricted ending balances of
the general fund are categorical programs such as Chapter I and
the School Improvement Program.

Unrestricted. An unrestricted fund balance is defined as those
funds w hich may be expended for any generu! purpose within the
guidelines established for the fund.

Anaylsis Of
Restricted And
Unrestricted Fund Balances
District staff should perform a quarterly analysis of restricted
and unrestricted fund balances for the board as part of their

analysis of district finances. A detailed analysis of restricted and
unrestricted portions of an ending balance is displayed below
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tinan.ial Reporting

Ending Balance Analysis
Restricted Balance Components

School Improvement ................... .. $ 20,000
Chapter ... ... ... ... .. ... ........ $195,000
EIA . . $105,000
Subtotal ........ ... .. L, $320,000
Unrestricted Balance ......... ............ $300,600
Total Ending Balance ................ $620,000

This analysis is quite valuable during collective bargaining so
employee groups and the board know precisely how much
unrestricted ending balance may be available for salary increases.
This particular analysis, for example, reveals that while the
district has an ending balance of over $600,000, only $300,000 is
available for “general purposes.” If this analysis had not been
performed, adecision to expend the restricted amounts for general
purposes may have been made. Such a decision could have had
serious financial consequences, such as over-expending the
general purpose funds of the district or requiring that the district
repay categorical funds from general purpose funds.

The final part of this chapter deals with state-required
financial reporting The state mandated in 1985 that interim
reporting beidentical to the report recommended for buards at the
beginning of this section (see table 2). It should be noted that the
state believes in the importance of regular financial reporting, as
well as cost accounting reports. Not surprisingly, many of the
more recent reports and reporting requirements were developed
by the state’s Financial Management Advisory Commuttee.

Financial Management Advisory Committee
(FMAC)

New State Financial Reporting Requirements

The State Department of Education established FMAC 1n 1983
Inresponse toconcerns by the Legislature and the state controller
that school district financial management was weak and
meffective Both agencies expressed concerr about the number of
school districts which had experienced financial difficulties 1n
recent years They were alarmed at the prospect of Sacramento
having to “'bail out” school districts.

17
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Financial Reporting

The bankruptcy of the San Jose Unified School District in 1983
received a great deal of publicity. But the state ultimately did not
provide any monetary support to San Jose. The state did provide
short term loans to the Alameda County Office of Educatien, the
Emery Unified School District, the Berkeley Unified School
District, and others — all of which experienced such serious
financial difficulty that they could not meet their payrolls.

In response to these financial crises, FMAC mandated new
reports which provide early warnings of financial problems to
Loards and the state. Other reports to the state describe how a
district spendsits money. FMAC innaugurated the first stagesof a A
training program in 1986 for school business offices, super- &
intendents and boards by conducting a survey to assess their
training needs.

The“early warning,” or financial condition report, is required
by law (AB 1366). The form the report must take is outlined in
table 9. Sacramento now requires that boards certify tothe county
superintendent as well as the State Department of Education their
. district’s financial cecndition twice each fiscal year, inJanuary and
April, using thereport on tables 2 and 3. There are three classes of
certification: positive, qualified and negative.

‘4

- L I AP
L Beay L5, are s P e !z -

Positive Certification: T1. . certification means that your
district has sufficient resources to meet its tinancial obligations
for the current fiscal year.

Gy e

,
e B

Qualified Certification. This certification means that your
district may or may not have sufficient resources to meet its
financial obligations for the current fiscal year.

Negative Cerlification. This certification means that your

district does not have the resources to meet its financial
obligations for the current fiscal year.

¥, ot
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All reports are submitted to the county superintendent. Only
qualified and negative reports are forwarded to the State
Department of Education. The Department momtors and advises
thuse districts w hich submit qualified and negative certifications.

The state requires other reports, includirg one which
describes your district’s spending on a classification of revenue
and expenditure basis. Additional reports include a cost account
ing report and a new budget and final expense report which
describe in great detail your district’s finances. Lottery revenue
and expenses are also the subject of special reports (see table 10).
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Financial Reporting

LS

This typeof financial reporting shows what a district dues withits
resources. It is not intended to describe a district’s financial
condition. Rather, it can be useful in aralyzing a district’s
financial status. Board members who are interested in this type of
reporting may desire to request these reports from their business
office.

Board members might like to know that FMAC has produced a
survey describing school districts’ training needs in financial

"
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management. This survey found that training was desperately 2

needed in all areas financial management. The survey concluded v

\ that the highest priority for training nuw is in the business offices “3}
: of school districts, with superintendents and boards close second &
priorities. Unfortunately, little to date has been accomplished to E
: implement this needed training. &
: Summary g
Financial Reporting. The board should receive regular

financial reportswhich project fund balances. Reports of low fund 3

balances or significant changes in fund balances are a cause for %

board concern and attention. K

Account Codes. This is a logical methud of categorizing ‘

revenue and expense. The codes permit the computenzation of
financial information.

Definition of a Fund. A fund is a self-balancing set of
accounts designed with a specific purpose 1n mind, such as food
service.

Fund Balance. This is the amount of assets remaining in a
fund at the close of a fiscal year.

State Reporting. The State of California requires schools to
prepare and submit various financial reports. School boards Jre
required to certify their districts’ financial condition twice each
fiscal year.
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Adjusted Beginning
Fund Balance ........

Revenue
Revenue Limit Sources .
Federal Revenue .......
Other State Revenue ...
Other Local Revenues ..
Transfersin......... ..
Yotal Revenues .... ...

Total Revenue &
Beginning Fund
Balance ....... ....

Expenditures

Certificated Salanzs .. .
Classifred Salaries. ... .
Employee Benefits ..
Books and Suppties .
Service, Other

Operating Expense:

Capital Outlay ....... .
Other Outgoing ..........
TransfersQut .........

Total Expenditures &
OtherQutgo.... . ...

Ending Fund Balance..
Lottery Fund Balance.. .
Restricted Fund Balance
Reserves ..... ...... .

Total Ending Balance ... .

Total Expenditures &
Ending Fund Bslance

Table 2
1986-87 Interim Report
General Fund For Quarter Ended March 31, 1987
Board

Approved
Operating Actual

Adopted Budget To Date Projection

Budget (4/23/87)  (3/31/87)  6/30/87

$1,081,026 $1,081,026 $1,081,026 $1,107,254

$13,521,144 $13,521,144 $9,837,937 $13,621,144

185,685 348,621 276,106 348,621
1,683,669 1,853,122 1,173,524 1,774,087
722426 920,050 41,280 920,050
68,775 13,400 0 13,400

$16,181,699 $156,656,337 $11,701,847 $16,677,302

. $17.262,725 $17,737,363 $12,782,873 $17,784,556

$9,200,531 $9,612,974 $6,393.167 $9,517,529
2,721,408 2,748,206 2,078,605 2,803,502
2274526 2302,743 1,565,810 2,279,714
696,907 772,366 502,993 772,366
1,143,012 1,346,482 846,165 1,346,482
187,242 290.784 224,400 280,784
2,000 2,000 5,989 2,000
85.000 90,102 73,140 90,102

$16,310.626 $17.165,657 $11,730,2€9 $17,102,479

55,177 (51.416) (51,416) 44,346
561,231 343,593 343,593 290,786
144,328 83,966 83,966 151,865
191,363 194,923 194,923 195.080
952,099 571,066 $71.066 682,077

$17,262.725 $17,736,723 $12,301,335 $17,784,556
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Table 3

o
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3

4 Davis Joint Unified School District
;f 1987 Ending Balance Projection
:g April 23, 1087

OVERALL

This projection 1s based on expenditure and income data t¢ date. The
projection wili change as more data becomes available.
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REVENUE

1 1986-87 revenue income 1s projected to be the same as in earlier reports
with the exception of additional categorical revenue.

"y
& -§
2R

e

e

N AN T2 SN
PTIAYSTa

s rE
S

2 Lottery revenue continues to be $100,000 less than budget due to lower-
than-anticipated lottery sales.

A3,
LEEN

3 All other 1986-87 revenue is projected to approximately equal budgeted
revenue
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EXPENSE

'
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1 Projected salary expense for 1986-87 has been calculated to reflect salary
expenditure patterns to date and adjusted for known factors.

i

o

2 Projected benefit expense s very close to budgeted expense
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3 Projected non-salary projected expense is very near to budgeted expense
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Table 4
Chart of Accounts: Site

Sl PG sP oB FY

MHTHIHITTH T T O T THTHTIT
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NO SITE

ELEMENTARY-INSTRUCTIONAL SERVICES
BIRCH LANE

NORTH DAVIS

PIONEER

VALLEY OAK

WEST ELEMENTARY

WEST INTERMEDIATE

FAIRFIELD ELEMENTARY

ELEMENTARY SUPPORT

INSTRUCTIONAL MEDIA CENTER
SECONDARY INSTRUCTIONAL SERVICES
EMERSON JUNIOR HIGH

HOLMES JUNIOR HIGH

DAVIS SENIOR HIGH

KING HIGH

SUMMER SCHOOL

SECONDARY SUPPORT

ADULT EDUCTION

DISTRICT ADMINISTRATION
CORPORATION YARD

CHILDREN'S CENTER

PUPIL PERSONNEL

FOOD SERVICE

ASSOC SUPT-INSTRUCTIONAL SERVICES
PERSONNEL

ALL DISTRICT

CURRICULUM & INSTRUCTION SERVICES
CENTRAL KITCHEN

Abbrav.

%

i

J»m-‘wc

NO SITE
EL INST
BIRCH LN
N DAVIS
PIONEER
VLY OAK
WEST EL
WEST INT
FAIRFLD
ELE. SUP
IMC

SEC INST
EMERJ H
HOLMS JH
DAVIS SH
KING HI
SUMMR SC
SEC. sup
ADULT ED
Cist ADM
CORP YD
CHILDCT
PUP PERS
FOOD SRV
ASSC SUP
PERSNNEL
ALL DIST
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1000 Certficated Salanies
1100 Teachers’ Salanes
1200 School Admin.’s Salanes
1300 Supervisors’ Salaries
1400 Librarians’ Salanes
1500 Guidance, Welfare &
Attendance Salanes
1600 Physical & Mental Health
Salaries
1700 Supenntendents’ Salaries
1800 Administrative Personnel
Salaries
1900 Other Certificated Salaries

2000 Classitied Salanes

2100 Instructional Aides

2200 Classiied Aaministrative
Salaries

2300 Clencal and Other Office
Salaries

2400 Maintenance & Operations
Salanes

2500 Food Service Salanes

2600 Transportation Salaries

2900 Other Classiiied Salanes

ety
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3000 Employee Benehts
3100 State Teachers' Retirement
System
3110 STRS-Teachers
3120 STRS-Other Than Teachers
3200 Pubhic Employees’ Ret
3210 PERS-Instructional Aides
3220 PERS-Other Than Aides
3300 Social Secunty
3310 OASDHI-Instructional Aides
3320 OASDHI-Other Than Aides
3400 Health and Weltare Benefits
3410 O H & W Teachers and Aides
3420 H & W All Other Employees
3500 State Unemployment Ins
3510 SUI-Teachers and Aides
3520 SUI-All Other Employees
3600 Workers’ Compensation Ins
3610 WCI-Teachers and Aides
3620 WCI-All Other Emplovees
3900 Other Benefits

Table 5

Primary Object Of Expanditure Cisssifications
(California School Accounting Manual)

4000 Books and Supplies
4100 Textbooks
4110 Textbooks (Gen. Pur. Funds)
4140 Textbooks (K-8 EC 60242)
4150 Textbooks (EC 60247)
4200 Books other than Textbooks
4210 Other Books
4240 Other Books (EC 60242)
4250 Other Books (EC 60247)
4300 Instructional Matenials & Sup.
4500 Other Supplies
4600 Pupil Transportation Supplies
4700 fFood Services Supphes
4710 Foud
4790 Other Food Svc Supplies

5000 Services & Other Operating
Expenditures
5100 Personal Svcs Instr Consults
5110 Persona! Services
5140 Personal Svcs (EC 6n242)
5200 Travel & Conferences
5300 Dues & Memberships
5400 Insurance
5440 Pupil Insurance
5450 Other Insurance
§500 Utiities & Housekeeping
5600 Rentals, Leases & Repairs
5700 Interdistrict & NPS Svcs
5800 Other Svcs & Operating Exp

Capital Qutiay
6100 Sites & Improvement of Sites
6200 Buidings & Impvmt of Bldgs
6300 Bks & Media for New Library
6400 Egquipment
6500 Equipment Replacement

7000  Other Outgo

7100 Debt Service
7110 Pbic Schl Bidg Appnmnt
7120 State Schi Bldg Appnmnt
7130 Bond Redemption
7140 Bond Interest & Service
7150 Pmnt to State via Bonds
7160 Property from Original Dist
7190 Other Payments
{table continued on next page)
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Table 5 (continued)

7200 Outgoing Tuition
7220 Interdist Attdc Agrmnt
7250 ROC/P
7260 ROC/P Capital Qutlay
7270 Special Ed Master Plan Dist
7280 Special Ed Master Flan
County Office
72980 Other Tuition
7300 Interfund Transfers
7310 Child Development Fund
7320 Special Reserve Fund
7330 Pbic/State School Bidg Fund

7340 _Fm Bond Int & Redem Fund
7350 Deferred Maintenance Fund

7360 Cafeteria Fund

7390 Other Interfund Transfers
7400 Other Transfers

7410 Lapsed/Reorganized Dist

7440 Special Ed Master Plan Dist

7460 Special Ed Master Plan

County Office
7490 All Other Transfers

7900 Approp For Contingencies

e T
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Table 6

District Program Structure
{froin the California Schoo; Accounting Menual)

INSTRUCTIOR_AL PROGRAMS

General Education
Preformal
Elementary
Secondary
Regional Occupationa; Program

Spaecial Education
Special Day Class
Resource Specialist
Designated Instruction and Services
Nonpublic Schools
Regionalized Services
Transportation

SUPPORT SERVICE PROGRAMS

Special Projects
School improvement Program
Gifted and Talented Education
Miller-Unruh Basic Reading Act
Vocational Education Act
ECIA Chapter |
Chapter Il
Economic impact Aid
Staff Development (AB 551)

Instructional Support
Instructional Adrministration
Instructional Media
School Administration

Pupll Serviceg

Genersl Supnort
District Administration
Maintenance
Operations
Transportation

AUXILIARY PROGRAMS

Commusuty Services

Fringe Benefits Paid on Behalf of Retired Persons
Food Services

Facilies Acquisition and Constrction

. ERIC 25
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Table 7
Oakland Unified School Dist:ict 1985/86 Fina!l Unit Budget Comparison

Enrollment Projection: 280 MAXWELL PARK GENERAL FUND

1984/85 1984/85 Proposed 1985/86 Proposed 1985/83
Adjusted Budget Expenditures Tentative Budget Final Budget
June 30, 1985 June 26, 1885 August 20, 1985

Description FTE Amount FTE Amount FTE Amount FTE Amount
General Purpose

Certificated Satanes 1196 305.946 1200 305.295 10 80 285,995 1080 15,995

Books. Supphes & Ecuipment 2,433 2.387 2.516 2,516

Contract Serv-Operatu 300 847 315 315

Total GP Elementary Instruction 1196 308.679 12 00 308,329 1080 288.826 1080 288.826

Certficated Salaries 100 34 700 100 37.199 100 38,390 1.00 38.390

Classified Salanes 100 12,554 2.486 100 13.638 1.00 13,638

Books Supphes & Equipment 884 831 928 928

Total GP Elem School Admin 200 48,138 100 40516 200 52.956 200 52,956

Books Supplies & Equipment 100 90 105 105

Total GP Etem Pupil Services 100 90 105 105

Total General Purpose 1396 356.917 1300 348,935 12 80 341,887 12 80 341,887

( Tabla continuad on next page)




s .o ° N PR e
L cElt TR

Table 7 (continued)

s 1984/85 1984/85 Proposed 1985/85 Proposed 1985/85

; Adjusted Budget Expenditures Tentalive Budget Final Budget

2, June 30, 1985 June 26, 1985 August 28, 1985

Description FTE Amount FTE Amount FTE Amount FTE Amount

s

Y

i Federal Categorical

: Certificated Salaries 1.85 52,715 185 51,682 1.85 55,892 1.97 58,801

3 Classified Salaries 160 13.977 123 13,802 1.60 17,651 120 13,381

¢ Employee Benefits 18519 15,321 19.957 21,175

2 Books, Supplies & Equipment 10.738 10,627 43

2 Total ECIA Chapteri 345 95,949 3.05 91.532 345 93.500 3.7 93,500

* Total Federal Categorical 345 95,949 3.05 91,532 345 93,500 3.17 93,560

1 State Categorical

" Ceruficated Salaries 15 4,479 15 4,307 15 3.200 03 941

h Employee Benefits 1,219 1,109 263

= Books, Supplies & Equipmant 2,840 2272 1,986

: Total EIA/LEP 15 8.538 15 7.688 15 3.200 .03 3,200

Total State Categornical 15 8.538 15 7.688 15 3.200 .03 3,200

Total General Fund 1756 461404 16 20 448,155 16 4u 438,587 16 00 438,587
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Table 8

Catifornia School Districts Types Of Funds —
Per State Reports (J-41)

GENERAL FUND — Primary fund for school district operations ir.cludes both
rectricted and unrestncted revenue. The financial support for the K 12
program.

BOND INTEREST & REDEMPTION FUND — {RESTRICTED). Property tax
colle:tions to pay bonded indebtedness

RETETHRNATH

SUILDING FUND — (QUASI-RESTRICTED). A capital improvement fund
Bond-1ssue receipts and sale-of-land receipts are deposited here
School construction. buses. etc. are examples of what may be

. purchased from these funds

- SPECIAL RESERVE — Retained for capitai outiay and other purposes — may be
restricted

STATE SCHOOL LEASE PURCHASE FUND — (RESTRICTED). Similar to
buiding fund State and local funds are deposited in this fund

CAFETERIA FUND — (RESTRICTED). Food service program incl :ding labor 1s
accounted for from this fund

CHILD DEVELOPMENT FUND — {RESTRICTED). District child devewopment
center program

ADULT EDUCATION — (RESTRICTED). District acuit education program
OTHER — Likely to be used for self-insurance reserve
DEFERRED MAINTENANCE — (RESTRICTED).

CAPITAL FACILITIES — (RESTRICTED). Deveicpers fees are deposited here
and expended from this fund

PUPIL TRANSPORTATION EQUIPMENT — (RESTRICTED).
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Table 9
Positive Certfication

Davis Joint Unified School District

As President of the governing board of the Davis Joint Unified
School District, I certify that the Davis Joint Unified School
District will be able to meet its financial obligations for -he
remainder of the fiscal year.

Susie Boyd
President of the Buaiu

Date:

* This certification and supporting reports required by AB 1366,
i Chapter 741, Statutes of 1985 was approved by the Board at its
meeting on April 23, 1987.
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Table 10

EXAMPLE:
Financial and Budge: Report of

Lottery income and Expenditurzs Within All Funds
(Pursuant to Budget Control Section 24,60 of the 1985 Budget Act)

Form No. J-L New (2/86), Calitornia State Department of Education

This s a compesite report of jottery income and expenditures across all funds.
Do not report interfund transfers on this ferm.

Name of reporting school district S: h..J’ D-’s'l‘ri 61’ A

or county office of education

1985-86 1986-87
Actual EDP Budget
(DOLLARS ONLY) No (DOLLARS ONLY)
A INCOME AND EXPENDITURES BY
OBJECT
Seginning Balance XXXXXXXXXXXX 223 .)‘ 10,000
8695 Lottery income " i OO, 000 a0 il 0, DDO
8980 Tranfers from other Districts/
County Offices 5: 8O0 659
Total, Beginming Balance & Income  § Os, 000 675 $ | 20, OOO
Lottery Expenditures’
1000 Certificated Salaries 4 40,000 7102
2000 Ciassified Salanes 720
3000 Employee Benefits 746
4000 Books and Supphes 23, 000 802
5000 Services and Other Operating '
Expenditures 834
6000 Capttal Outiay 12,800 s 120,000
7000 Other Outgo (Excluding 7490-
Transfers to Other Distreits/
County Offices ana 7300-All
interfund Transfers; 950
7490 Transfers to Other Districts/
County Offices 10,600 929
TOTAL EXPENDITURES & 98,000 o0 ¢120,000
Lottery Ending Balance 3 10,000 984 ﬁ

This listing of categories does not imply that all items of expenditure which fail within
these categonies are appropriate uscs of lottery revenues itis intended to categorize the
many appropriate expenditures .ito categonies defined in th - School Accounting Manuat
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CHAPTER TWO

Budget
Development
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This section deals with the actual development of your
district’s budget and the role of the board in the budget
development process. Since the board'’s role in budget development
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is to establish budget policy, this section points out those times k
during the budget process when policy should be established and 3
y provides hints and recommendations concerning budget policy igg
; development. The topics included are legal requirements for R
: budget development, the budget calendar, budget guidelines, the \4«}
: budget advisory committee, the development of revenue and ﬁ
‘ expenditure estimates, and the establishment of budget policy &
which ultimately will govern and guide the development of your .
district's budget. 4
: Legal Requirements E
; Governing Budget
‘ Development And Adoption

There are number of legislated mandates concerning the
development and adoption of your district's budget — mandates
which board members by law are required to follow. The most
important of these is the requirement that your district adopt a
tentative budget by June 30 ard a final budget by Sept. 15. These

o
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prechmme ety

oy

9 deadlines cannot be changed by the board and mus? be met. The "
i budget must be open to public inspection prior to adoption. .:g
4 Table 11 lists the important legal requirements which must be
: met in the development and adoption of your district’s budget. ‘i:%j
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Budget Development
The Budget Calendar

The budget calendar is critical in controlling the budget
development process. This budget calendar should be adopted by
the board well in advance of the beginning of the actual budget
development process.

The budget calendar (see table 12) sets dates and deadlines for
the performance of certain key tasks and establishes responsibility
for those tasks. For example, the calendar may establish that the
assistant superintendent for business is responsible for developing
and presenting enrollment projections to the board on Jan. 30. By
establishing this as a budget development item, it is quite clear
whois responsible for this important task and establishes when it
is due to be completed. The lack of a calendar may result in the
task not being completed on schedule, with no one responsible.

The calendar also sets dates for important policy decisions. For
example. the board may be scheduled to approve the level of the
district’s secondary program as part of the budget development
calendar. The level of this program can be adjusted upward or
downward depending on the district’s finances and other
considerations.

The calendar provides a road map or plan for the dey elopment
of yourdistrict's budget. It lets the community. staff and employee
groups know about the budget development process w hile making
them aware of the complexity of the process.

A calendar also reduces a difficult and overw helming job into
achievable tasks It provides a momtoring tool for everyone
involved in the process. If the calendar is followed and the tasks
accomphshed. your district’s budget development and adoption
should be relatively smooth — provided that most agree with the
process described by the calendar.

Unfortunately. the calendar m itself w1ll not remove the strife
and dissension sometimes associated with budget preparation and
adoption But the calendar will help focus attention on specific
issues Yourboard should adopt a comprehensive budget calendar
annually

Many districts have embraced the idea of citizen and parent
mvolvement n the budget development process. Below are some
thoughts, comments and ideas on the subject of citizen budget
advice,

Q 8
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Budget Development

Budget Advisory Committees

Many districts have established budget advisory committees.
These committees prepare a report to the superintendent and
board concerning the budget. The report is usually presented at
the time of budget adoption and contains recommendations about
the current budget and possibly some thoughts about future
budget planning. Because the business office provides staff to the
committee, the committee report ultimately reflects the quality of
the business office. The amount of time your b aess official puts
into staffing the committee and the quality of those appointed to
the committee will also be reflected in the report. The purpose of
these committees are:

e To advise the board and the superintendent about
community budget concerns.

e To educate citizens and make them knowledgeable about
district finance and the district’s budget.

® To establish community support and understanding of
certain budgetary decisions which may be unpopular.

Budget advisory committees arevery effectivein educating the
community about your district’s financial affairs and in develop-
ing support for sound fiscal management. A disadvantage of such
a committee is that it may become so influential as to usurp the
role of the school board in budget and fiscal affairs.

If your district decides to have such a committee, the following
recommendations are in order:

o The committee should be a “superintendent’s committee.”
This will make the superintendent responsible for staffing the
committee and prevent the committee from usurping the board’s
budget role. The committee will make its report through the
superintendent to the board. This ensures that the superintendent
is aware of the committee’s recommendations.

e The committee should be balanced in favor of community
members so that employee members are not in the majority An
employee majority on such a committee could easily become self
serving.

e The board and the superintendent should establish guide-
lines for the commuttee so that its purposeand scope areclear toits
members.

Once your board adopts a budget development calendar and
determines the level of community involvement, the staff can
begin the process of developing a district budget.
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Budget Development
Budget Guidelines

Budget guidelines are a series of budget development policy
statements that provide policy direction to district staff while the
budget is being developed. These policy guidelines should be
simple, clear and concise statements, such as “Establish a district
general reserve of 3 percent of total revenue.” The cost and other
consequences of implementing the policy should be clearly known
before the guidelines are adopted.

For example, a guideline might state that class size will be
reduced by one child per classroom. Before this is adopted as
policy, however, board members must know the consequences of
the policy’s implementation. In this example, the reduction of
class size by one child per classreom would add an additional cost
equaling 3 to 4 percent of total teacher saiaries and benefits to the
budget, as well as create demand for additional classroom space.
Theboard should request a detailed analysis of the implications of
such guidelines before they are adopted. As a board member you
must be able to judge both the limits and constraints in setting
budget guidelines so you do not over-commit your district's
resources.

Budget guidelines inform your community, staff, employee
groups and others about the board’s budget and fiscal policy. The
guidelines, in turn, will help the board set fiscal policy for
negotiations You can settle the perenmal problem of dividing
resources between salary increases and program by clearly and
openly establishing your program commitments in the guidelines.

The guidelines will also serve as an agreement between you
and your superintendent so that he or she, along with everyone
else on the staff, fully understands your budgetary and fiscal
policy As with the budget calendar, guidelines will not eliminate
argumerts over the budget. But these guidelines can ease
problems because they clearly state your policy concerning the
allocation of resources within your district. When the board
adopts its budget development calendar, a date should be set vn the
calendar for adopting budget guidelines. Table 13 presents a set of
sample guidelines.

Estimating Next Year’s Revenue

Most school finance experts recommend that the preparation
of a financial foreca: * ‘or the upcoming fiscal year (July 1 to June
30) take place 1n January of the preceding year. By January your
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district will have six months of expenditure history and the
general parameters of the state budget will be known to your staff
January is an excellent time to begin budget planning for the next
fiscal year.

Thefirst step in estimating revenue s for your business staff
to estimate how much money — if any — will beleft over from the
current year'soperations. As noted earlier, this projection requires
a thorcugh review of current revenues and expenditures to date
before an estimate of an ending balance can be completed. After
the staff completes its estimate of the ending balance, an estimate
of all revenuefor the next fiscal year should then be prepared. This
estimace can be undertaken most simply by applying the COLAs
provided in the governor's proposed budget and making a
projection of enrollment for the next year.

An enrollment projection is the most important type of
planning any district can undertake. Such enrollment projections
are used not unly fur determining the amount of funds entitled toa
district, but also for determiming classroom usage, the number of
teachers required by the district, etc. All districts should make an
enrollment projection each yeai st five future years. (See tables 14
and 15.)Average Daily Attendance(ADA), which is aderivative of
enrollment, largely determines your district's income.

ADA is the number of days the students in your district are
actually in their classes plus the number of excused absences
granted, divided by the lotal number of school days

DAYS IN CLASS + EXCUSED ABSENCES
TOTAL SCHOOL DAYS

OR:
1800days of actual attendance and excused absences divided
by 180 school days = 1000 ADA

Since ADA does not include unexcused absences, ADA 18
always lower than enrollment. District staff will be able to
estimate your district’'s ADA from projected enrollments by using
historial mformation For example, your district may have an
historical ratio of ADA to enrollment of 98 percent. Once
enrollment projections are completed, ADA can be estimated
Table 16 indicates how your ADA can be estimated once
enrollment projections are completed.

After the ADA 15 determined, your staff can then estimate
“revenue limit” revenue. The increase 1n the revenue hmit over
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Budget Development

the past year is determined by the “Cost of Living Adjustment”
(COLA) granted by the state. The COLA for the district’s largest
revenue source, the revenue limit, is really not a COLA at ail, but
rather a flat dollar amount per ADA. The reason for the flat
amount is to implement the Serrano decision. This works as
follow's: A flat dollar increase per ADA is a smaller percentage for
high revenue limit (high wealth) districts than for low revenue
limit (low wealth) districts.

Table 17 describes the revenue limit COLA 1n detail, with soine
historical perspective. The revenue limit is a formula written in
statelaw which authorizes revenues based un the number of ADA
served by your district. Total revenue hmit per ADA multiplied by
total ADA equals adistrict’s total revenue limit. Table 18 provides
a simplified example of just such a calculation.

The remainder of revenue calculations are usually estimated
by the application of the COLA. There are two significant
exceptions, however Funding for special education and the state
lottery.

Special education funding 15 determined by the number of
children served and by w hat handicap they suffer. Each category
of handicap 1+ funded at a different level. For example, a school
with a limited numer of students requiring speech therapy would
receive arelatively small amount of funding. By contrast, a school 3
with a large number of severely handicapped students who )
require full time, speaialized training would recen e substantially ;
more funding !

As for lottery income, this 1 much more difficult to estimate ;
because it fluctuates so widely As a resu't, 1t s best for your staff
to be very conservative 1n estimating lottery income
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It should be noted that approximately 57 to 15" of reve nue
(depending on the district) s restricted or categorical Thas
revenue cannot be used to fund the basic K 12 program, but must
be used for specific purposes

Table 19 Iists examples of these categorical and restricted
revenues, as well as other unrestricted revenue sources

When these calculations and estimates are complete, your
distnict will have prelimirary revenue estimates for the next fiseal
year As the budget process continues, through the adoption of the
final budget, these preliminary revenue estimates should be
continually updated ar. . . efined using the methods and nforma-
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tiondescribed in this section. In this way. they will beas accurate
as possible when you adopt the final budget.

Estimating Next Year’s Expenses

Once your district staff has completed its revenue estimates
for the next fiscal year, work should begin on developing an
expense budget for the district. This task should begin with some
preliminary estimates similar tow hat we have already seenin the
revenue section.

The estimates begin with a determination of the built-in cost
increases for which your district must plan. These built-in
increases can be defined as “uncontrollable” within the short
period of une fiscal year. Examples o1 . ume of these costs are listed
below:

Liability, properly insurance costs. Costs for lhability and
property nsurance have increased sharply over the past few
years. These costs are very likely toincrease faster than inflation
and should be estimated separately frum othes normal increases.

Health and welfare costs. Costs for health care. workers
compensation and retirement have been increasing dramatically

Salary schedule custs. Most employees are paid on a salary
schedule with fixed incremental increases based on longevity and
educational attamment These costs must be burne evenaif district
employees receive no salary adjustments.

Utility cost increases. The rate of increase of these costs has
slowed significantly in recent years as energy prices have
stabtlized Nevertheless. these costs cannot be easily controlled in
a une year time frame. They niust be included 1n any estimate of
“bult-in cost™ increases

Enrollment increase costs 1f your district s increasing mn
enrollment. new teachers and staff will be required to teach and
serve these new children. The ADA and enrollment estimates
discussed carlier will help .n determining the extent of these costs.

Additional program costs. I your district has plans to increase

programs or reduce class s1ze. these costs should be estimated as
part of this process.

Negotiared settlement costs I your distriei has a multi vear
contract with teachers or classified staff which provides for
additional finanaal benefits in the upcoming fiscal year. an
estimate of these costs should be included.
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Mainlenance of adequale reserves. Included in any estimates
must be sufficient funds to maintain the district’s reserves at the
recommended 3 percent of tccv~.ing revenues, or $100,000,
whichever is greater.

When these items have been estimated and are included with
the preliminary revenue estimates, a prelimnary financial
projection for the next fiscal year can be prepared. An example of
the projection is displayed in table 20. This projection will serve as
a basis for planning the remainder of the budget process.

If the projection shows that unallocated funds are available
afterall costs and rev enues are projected, the board can then begin
tothink about salary increases. program improvements — or both.
I{ the projection show s adeficit. planning for the budget cuts must
take place It is important to prepare this projection 1n January so
staff will have sufficient time tu take the required personnel
action State law requires that teachers be notified by March 151f
they are to be laid-off for the next schoo! year,

Building And Balancing The Final Budget

Once staff has completed the task of developing the
preliminary revenue and expenditure estimates, 1t 1s pussible to
begin the task of building and balancing the budget. The most
important step for the board in ths part of the budget process 1s to
follow the estabhished budget guidehines or budget pohicy

Formula-Based Budgeting

Budgets based on enrollment driven furmulds, ~uch as number
of students per teacher, are the best method for a tair allocation of
resources and a stnife free budget process As me:ch of the budget
allocation which can be formula based should be distributed 1n
this way See table 21 as a sample Your district’s budget
guidelines should refer to these enrollment-based formulas

U'pun establishing the formulas and guidehnes. the prepara-
tion of the tentative budget can begin. This wiil require the
involvement of the staff as well as the commumty

Staff And Community Participation

The commumity and staff may participate n the budget
development process in the way defined by the budget calendar,
budget guidelines and guidelines for the budget advisory
committee (if you have established one). The district’s business
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Budget Development

office should coordinate this process by distributing budget
development materials to the schools and various departments,as
well as budget information to community groups.

The internal budget development process (for various school
departments and school sites) is formal and technical, leading toa
fimshed budget document for presentation to the board of
education. This process is sometimes known as “bottom up”
budgeting. The reason: Various participants develop budget
information at its lowest level, the school site, and pass it up the
organizational chain of command, where it utlimately goes to the
superintendent and the board.

The budget information is collected by the distribution of
forms and compuier printouts which are filled-out and returnedto
the business office. Such a process is extremely valuable. It allows
for maximum participation and provides detailed budget informa-
tion fromeach lev el of the organization, where the site manageror
department head has specific knowledge of his or her school or
program

When the forms are returned. the busimness nffice should
review them along with other materials for conformity to
established board pohicy (budget guidehnes) Those budgets from
the various schools and departments within the district which
meet board guidelines and funding priorities should become part of
the superintendent’s proposed budget. Those which do not are
usually retained for possible later addition should funds become
available

The contmunity budget ady 150y commuttee should participate
in the budget process by recenvinginformation about the district’s
financial condition and the budget As the proposed budget
becomes avatlable. 11 can also be provided to the commuttee.

Hopefully. the committee will become informed about the district
budget and make recommendationsto the superintendent and the
hoard.

Both these processes should take place simultaneously Asthe
budget 1s prepared and finahized. district top management should
review 1t carefully to ensure comphance with policy and financial
constramnts. When this review 1s complete, the budget can be
printed and distributed {0 the board for its review.

The first budget the board receives is the tentative budget
This budget must be adopted prior to July 1 1n order to provide
appropriation spending authority for the new fiscal year.
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The tentative budget is important because most well run
districts embody virtually all their fiscal and budgetary policy 1n
thetentative budget. However, much revenue information may be
unknown because the state budget may not yet beadopted and the
amount of the ending balance is not yet calculated. Additional
revenue may allow “add-ons.” but will generally not change the
basic budget policy. In other words. the tentative budget is
extremely important.

Board Review And Adoption Of The Budget

The board should review both the tentative and final budgets
with equal care Although the word “tentative” is attached to the
first budget the board receives in June, the tentatn e budget 1s
important The final budget due in September with more complete
income information <hould be reviewed in the same manner. The
key poin's a board member should review are as follows:

¢ s the budget balanced?

® Doesthe budget conform to the guide hnes established by the
board?

® Arethe reserve levels correct as stated in the guidehnes?
® Is the estimated ADA displayed in the budge?

® |« the budget arranged in columns so that this vear's budget
can be compared to previous year's expenditures and budget? (See
table 22)

® Arethe negotiated salary settlementsincluded in the salary
linetems o as part of the reserves? If a settlement 1s still pending,
are the.. sufficient funds 1 reserve to fund your bottom hne for
salary 1mprovements?

® Is there a letter of transnuttal from the superintendent to
the hoard explaining key policy points in the budget?

After board members have satisfied themsehves that the
budget 15 balanced and conforms to the stated guidelines, the
budget <should be adopted If board members have changes they
wish the staff to make to the budget, staff should be directed to
make thosechanges A word of caution here. The board should not
attempt tochange the budget at the board table. This will only lead
to trouble with the staff and the community.

Adoption of the budget ends the expenditure planning process
and commences the budget implementation Process.
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Budget Development

Summary

Budget Development. The State of California sets legal
requirements for the adoption of school district budgets. The most
important requirement is that the tentative budget must be
adupted by June 30 and the final budget by Sept. 15. It is important
that the board establish a budget development calendar and
develop a process for accommodating community and staff input
on the budget

’
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Revenue Estimates. Revenues for school districts are :
pnmarily derned from funds provided for cach unit of average
daily attendance from the state general fund and local property
taxes. Otrer sources of revenue are lottery funds and state and
federal categonical program funds. The amounts of these funds to
be recenved are estimated at the beginning of each budget year.

Expenditure Estimates. Expenditure estimates are made
vach budget yvear based on a number of factors. including salary .
and benefit levels, numbers of employees and cost of hving .
increases Formulas based on numbers of students are frequently
u~ed tomake expenditure estimates and ensure equity of resource
distribution between schools 1n the district

Budget Guidelines. The board should adopt a set of
guidehnes for the budget each year which include formula
allocations, reserve levels. and other key budget policies

Review and Adoption of the Budget. The board should
review the budget before aduption to ensure that the budget
conforms to the board’s budget polics set forthinats guidelnes. All
budget changes should be referred to staff and not be made at the
hoard table
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Table 11
Basic Legal Requirements Governing Budget Development

On or betore July 1. thedistrict shall file a tentative budget (signed by clerk or
secretary of the board) with the county superintendent and state the date,
time and place of the pubhic hear:ng

. On or before August 1, the county supernntendent
a) shall examine and make technical corrections to the budget
b) shal' make recommendations to ensure the budget is realistic
€) may accept changes in time of pubhc heanng

County supenntendent or auditor shali compute tax to be levied by August
15 to be submutted to board of supervisors by September 1

Proposed budget must be availabie for pubhc inspection prior to adoption
(EC 42103)

Board shalt hoi¢ a pubhc hearning prior to adoption of the budget Final
budget carnot be adopted untit public hearing 1s held {EC 42103)

County superintendent must publish as least ten days prior to the hearing a
nobice of date and location where proposed budget may be inspected and the
date tme and place of public hearing on the tudget {EC 42103)

On or betore September 15 the board shalt adopt a hinai budgst and fite 1t
with the county supenntendent (ED 42103)

On or betore September 15 the board shall prepare tor pubiic inspection a
statement of they 1or year s income and expenditures and an estimate of the
current year s expenditures {EC 42100)

The county superintendent shall approve the budget and file copies with the
board of supervisors county auditor and state superintendent by September
15 (EC 42127(e]y
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Table 12 %
Calendar of linportant Events A
B
1987-88 Budget Development Process 7};
- P
November 20, 1986 Board approval of 87-88 Budget Development Calendar ‘%:
1st Quarter Financial Repor¥/Preliminary Financial Pro- Z’;
jection 1987-88 '15,'}
By
November 24 Cabinet review of General Fund programs/expenditures f??,
-possible cuts ‘%5
January 22, 1987 Presentation of 87-88 estimated income, expenditures & j’%
enroliments )
Administration recommendations regarding possible 5"
- program adjustments for 87-88 .
: Board designation of secondary schools’ program for 87- j_g
e .
g February 5 Board approval of possible program adjustments for 87-88 zj
‘ Resolution Reducing/Discontinuing Particular Kinds of *‘
: Services (if needed) 3

.
"y

3 February 19 Board approval of 87-88 Budget Guidelines

. 2
AT A

2
X

Notice of Recommendation that Services Will Not Be
Required (if needed)

UUpdate Projected Enroliments & ADA 87-88

B

March5 Notice of Intent to Reduce Serwices (if needed) ;5
%

Adoption of Order to Layoft Certificated Employees (if %

needed)

March 19 Distribute Budget Worksheets to Site/Pragram Admin- E
i1strators ,4

Aprit 2 Notice of intent to Reduce Class:fied Services (if needed) :
1

Aol 9 Budget Worksheets due 1n the Business Office ;

Aprit 16 Program/Staft Reductions for 87-88 (if needed) a;

May 7 Finai notice of layoft {may be negotiated for a later date
—certificated only) :

May 21 Adoption of Order to Layoft Classified Employees (if

needed) ’

June 4 Presen‘ation and review of 87-88 Tentative Budlgets (ail ,:

funds)

June 18 Public Hearing/Adoption of Tentative Budgets l

August 20 €inal Budget Completed

Sepiember 3 Public Hearing/Adoption of all 87-88 Fund Budgets A
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Table 13

Guidelines for the 1987-88 Budget
Davis Joint Unified School District

The Board of Education reaffirms its belief that salanes and employee

benefits for all staff members must be competitive ang prowviae incentives to
continue to hire and retain qual-hed people

Since public education is a service industry, employee compensation 1s the

largestsingle expensecategory in the budget It should be understood that since
the State of Califorma controls the amount of revenue available, financial
constraints may preclude the Board from meeting all of its goais

1

-2

11
12

Ongoing expenditures shall be balanced to recurnng revenue. The Board
may designate the one-time expenditure of non-recurring revenues.
Schoo! programs will be continued in the same manner as they were in the
86-87 schoo! year with the e~ception of the programs reduccd or ehminated
by Board action on March 5, 1987
School site lump sum allocation is for operational expenditures, excluding
regular employees’ salanies and benefits For 1987-88 these will be

Elementary Schools  $35 79 per enroliment

Emerson and Holmes $55 18 per 7th & 8th grade enrollment

$70 59 per 9th grade enroliment

Dawvis Senior High $70 59 per enrollment

King High Schoot $80.07 per enroliment
Allow the carryover of lump sum school site budget balance (pius/minus)
from 1986-87 into 1987-88
Include employee benefit costs with each program, including fninge
package costs as negotiated
Include uncontrolied and,or state-mandated program costs in the budget
These would include but not be linited to 2) utibles. b} insurance, c)
mandated programs, such as immunization, employee retirement programs,
unempioyment insurance, workers' compensation, and collective bar-
gaining
Require written justification. requests. if any, for a) equipment replacement
ttems, b) caprtal outlay items. ¢c) consultant contracts (over $500), and d)
service contracts
Estabhsh a contingency reserve of 3,4 of 1 percent of income to mitigate
emergency expense and potential revenue shortfalls Mairtain a General
Reserve of $50,000
Include 30 unassigned teacher FTE's to be used at the Superintendent's
discretionin dealing with unbalanced enroliment, combsnation ctasses. and
actual enroliment exceeding projections
Operate categorically-funded programs and programs funded outside the
General Fund, such as Food Service withintheirincome inciuding ali direct
and indirect costs
Permit budget unit managers to reallocate within non-salary categories
School site statfing will be 1n accordance with district staffing standards
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Table 14

DISTRICT TOTAL Enroilment Projection
1981- 1982- 1983- 1984- 1985- 1986- 3-YRWTD 1987- 1988- 1989- 1990- 1991. 0
LEVEL 82 83 CHANGE 84 CHANGE 85 CHANGE 86 CHANGE 87 CHANGE AVG CHNG 88 89 90 91 92 "‘{
i
K 371 353 N/A 393 N/A 409 N/A 405 N/A 425 N/A N/A 430 438 446 454 461 2
1 376 374 101 353 100 409 1.04 432 106 458 113 1.09 463 469 477 486 495 4
2 305 373 099 346 093 355 101 400 0.98 408 0.94 097 444 449 455 463 4N 4l
3 391 326 107 368 099 354 102 361 102 415 104 103 420 457 462 469 477 W
4 363 401 103 320 098 366 099 362 1.02 372 103 102 423 428 466 471 478 o5
5 355 343 094 396 099 330 103 368 101 368 102 102 379 431 437 475 480 4
6 395 378 106 345 101 386 097 34 «03 3% 108 105 386 398 453 459 499 4
SP ED 3
. (inclabove) 39 42 N/A 28 N/A 30 N/A 32 N/A 27 N/A N/A 27 27 27 27 27 §
3 K-6 SUM 25562548 102 2521 098 2609 101 2669 102 2842 104 103 2945 3070 3196 3277 3361 &
) 7 421 409 104 390 103 389 113 40 104 366 107 107 424 413 426 485 49 K
‘:i’ 8 383 431 102 421 103 394 101 384 099 398 099 099 362 420 409 422 480 %
g 9 422 388 101 434 101 428 102 405 103 369 096 099 394 358 416 405 418 =2
? SP ED »‘”:%
(inct above) 12 12 N/A 15 N/A 18 N/A 15 N/A 13 N/A N/A 13 13 13 13 13
g 7-9 SUM 12261228 102 1245 102 1211 105 1190 102 1133 101 102 1193 1204 1264 1325 1402 “’25;
. 10 429 465 110 402 104 454 105 460 107 408 101 104 384 410 372 433 421 ’;
" 448 444 103 452 N97 419 104 454 100 464 101 101 412 388 414 376 437 K
5 12 492 464 104 440 099 467 103 432 103 450 099 101 469 416 392 418 380 @
4 CONT HS (incl above) 3
] SP ED
(1ncl above) 0 0 N/A 0 N/A 9 NA - 1N N/A 12 N/A NA 12 12 12 12 12 &
10-12 SUM 13691373 106 1294 100 13490 104 1346 103 1322 100 102 1277 1226 1190 1239 1250 v
. K-12 51515149 103 5060 100 5160 103 5205 102 5297 102 102 5415 5500 5650 5841 6013 :
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Table 15

(THOUSANDS) Enroliment From 1981 to 1991
6.1
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Table 16

Estimated 85-86 Enroliment/ADA

Estimated Attendance  Estimated
Oclober Ratio Second
5 Grade Span Enroliment {%) Pertot ADA' .

K oo e e e 304 951 375

- T 1181 96.4 1138

P 1068 96.9 1035

3 78 onnnn. e 792 978 775

L= P 1663 96.7 1608

: KNG -+ v vveeneeeieeeneenee ceans 65 79.3 52

; Special Education - Elementary .... . 31 9% 5 30
,» Special Education - Secondary ...... 26 1000 36 “
Sepectal Education - Extended Day ... 3 4
Home INSUCUON .. evvvnne ceeee . 1 ke
Yotal K-12 Revenue Limit ADA ..... 5220 5043 '
\ * Summer Program lor Special Education
‘ ‘
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o Table 17
Cost Ot Living Adjustment

3

(Proposed)
Year 1983-4 1984-5 1985-6 1986-7 1987-8

COLAY% 0.51 6.02 6.11 548 11

s
W

x4
2

The COLA for a particular district 1s not a percent increase
1t 1s a flat dollar amount per ADA

3

The 1986-7 Flat Rate Adjustments Provided By Type Of District

Elementary ... ...................... $125
High School . ..... e e $154 ;
Unified ... . . o $132 £

The results of these adjustments are to reduce the percentage of growth of
the revenue limit if the district exceeds the statewide average and increase it if
the revenue limit I1s below the statewide average

ST e e PEa et AL R _pa-.«}}-og«ﬂy, YT sy

. Revenue Limit Averages 1985-6
ELEMENTARY AMOUNT
<101 ADA . $2.856
>101 ADA . $2,204
HIGH SCHOOL
<301 ADA $3.154
>301 ADA N $2.729
UNIFIED
<1501 ADA $2.525
>1501 ADA §2.344
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Tabie 18

California School Districts
Revenue Limit

the number of ADA in a school district.

Add

Add Reform Entitlement
Longer Day @ $20 for Elementary (K-8) ADA

Total Revenue Limit
Less Property Tax Income

Final State Aid Entitiement .

Source School Services of Califorma

Prior Year Base Revenue Limit Per ADA .........

Equalization Ald Per ADA ..................
Cost of Living Adjustment Per ADA . .......

Total Base RevenueLimit ....... ...... e

Longer Day @ $40 for Secondary (9-12) ADA .. . ...
. ... $23.710,000

Revenue Limit Calculations (Simplified)

.......... 137

.. 5,550,000
$18.160.000

Total Revenue Limtt per ADA times Total ADA equals Total Revenue Limit

Revenue limit1s a formula in state law which authorizes revenues based on
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Table 19

Revenue Sources Other Than Revenue Limit

.
¥

EXAMPLES

Unrestricted Sources

O I ]

; Urban impact Aid
PL-874 Aid
.
1 Interest Earnings
i
§ Bt
4 LY <3
T Restricted Sources St
Special Education Master Plan* ~*3
7 School Improvement Program ol
2
i Chapter |
Grants In Aid
‘Not as restricted as most categorical program funds. 4
§
3
v "i
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Table 20

Davis Joint Unified Schoo! District

Projected Ending Balance June 30, 1387 & June 30, 1988*

Description

Hp At PN RS e

f Beginning Balance

Federal Income

H State Income
Local Income
TOTAL ..

Certificated Saiary
Ciassified Salary
Benefits ..

Contracts .
Equipment
Other .
TOTAL

ENDING BALANCE

GRAND TOTAL
Budget Reductions

Books/Supphes .

§ March 1987
Actuals Budget
85-6 86-7
INCOME
$960.047 $1,131,899
311521 341430

9.791.459 9,745,038
5,759,143 6,545,266

Projected
66-7

$1,131,899
341,430
9,763.538
6.545,266

Projected
87-88

$735.080
293.185
10.044.754
6.468,509

$16,822.170 $17,763,633 $17.782.133 $17.541.529

EXPENSE

$8.798.000 $9.594.921 $9.546,946 $9.835.685

2512901 2744814
2,122,684 2,305,544
650,735 773711
1,142,192 1342352
32531 267,174
138,448 92,102

2,731,090
2,294,016
774,000
1,342,000
267.000
92.000

2,769.946
2351310
712,853
1,367,180
250.216
92,000

$15,690,271 $17,120619 $17,047,053 $17,379,190

1131899 643,014

735,080

162.339

$1€,822 170 $17,763,633 $17.782,133 $17.541,529

Armount of expense in excess of recurring revenues (8572.742)
‘Restricted and Unrestricted Funds
Ending Balance Analysis
1987-8
1985-6 1986-7 1986-7 1987-8 PROQJ.
ACTUAL BUDGET PROJ PROJ.CUTS INC.
Restricted $21¢.39C  $83,966 $150.000 $150,000 $150.000
General Reserve 50.000 50,000 50.0C2 50.000 50.000
Revolv Fund 20.000 20,000 20.000 20.000 20,000
3/4 1% Reserve 118,966 124738 124877 126,048  126.048
TOTAL RESERVES 188,966 194,738 194,877 196,048 196,048
Lottery 306971 412228 284965 284965 284,965
Descretionary 416,572 (47.918) 105239 $468675) (60.392)
TOTAL AVAILABLE 722543 364310 390,204 (183.710) 224,573
TOTALENDBAL $1131899 $643.014 $735.080 $162339 $570.622
Q 47
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Table 21

Final Budget
General Purpose School Site Allocation Formulas For 1985-86
SBE (Supplles, Books & Equipment) and Certificated

Elementary Middle Junlor Senlor
SBE Allocation.......... 1:$13.37 1:$24.26 1:$24.26 1:820.36

Teachers .......... .. . 1255(K) 127 1:28.3 1:28.7
129 (1-6)

RO R

Prancipals® ....... .... 1 1 1 1

&by SR

N

Assistant Principals
0-500 ...... .......

+

vy
vy
*

o
3
+
N
[N
.
£
"y

g

+

-
b

it

Deans- Al ., . .. 0 0 0 1

>
B

y oy 4 bl N AT

Libranans-All . ... . O 50 1 1
Counselors - All ., . 1325+ 1325+ 1.325 +

* Because of prox.mity and.or low eriroliment, 15 eiementary schools and 1
muddle school share a principal with another school
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Description

Beginning Balance

Federal income ... .

Statelncome .. ..
Localincome ..
TOTAL

Curtihicated Satary
Classified Salary
Benefits
Books/Supplies
Contracts
Equipment

Other .

TOTAL

ENDING BALANCE
GRAND TOTAL

Table 22
XYZ Unified School District

1987-88 Budget
Tentative
Actuals Actuals Budget
85-6 86-7 87-8

INCOME
$960,047 $1,131,899 $867,073
311,521 193,584 193,584
9,791.459 9,694,171 9,616,491
5,759,143 6,438,592 6,438,592
$16.822,170 $17,458,246 $17,115.740
EXPENSE

$8.798,000 $9.384.126 $9.410.000
2,512,901 2,741,653 2,749,373
2,122,684 2276962 2,277,000
650,735 768.470 768,000
1,142,192 1,121,832 800,000
325311 207.978 208,000
138,448 90,152 90,000
$15.690.271 $16,591.173 $16.302,373
1,131,899 867.073 813,367

Fingl
Budgst
87-88

$813,367
199,392
10,121,341
6.494,879
$17.,628,979

$9.698,059
2,789,514
2,333,925
783,360
888,895
212,160
92.700
$16.798.612

830.366

$16,822.170 §17.458,246 $17.115.740 $17,628.979

e
Ny
oA
3¢

oty
w

’

$ooe
RO,
3T 1Ll

;e
£

IS
ey M g g

fa

AT

»
of T
A

v,

SR
A

c

>

T L
O R et

¢t e
R AT

AR

vy d pot e dpow




REX o

VA1l VL prptK A AWM AT T gt E ,
IR N A Xy s ”l"'“mr""’”f’*"‘"’*é""‘” AR Y NFRN TE
AN

Aruitoxt provided by Eic:

ERIC

CHAPTER THREE

Budget
Performance

This chapter deals with ways and methods of measuring the
performance of your district’s expenditure plans. It includes
anot her look at the “ending balance estimate report,” as well as
position control and the annual audit. Board members who wish to
measure therr district’s financial performance and learn about
cont rolling their budgets will find the information in this chapter

of particular interest.

Financial Reporting

The financiat report described in Chapter | can be used to
measure budget performance, just u>1tcan be used to measure the
financial condition of your district. Table 3 provides a sample of
one such report.

Board members can review the accuracy of their district’s
spending plan by reviewing this report. Of course, a review of the
projected ending balance 15 important, as noted 1n Chapter Ome.
By comparing the four columns 1n the report, board members can
measure the performance of the budget 1n terms of forecasting
accuracy and budget conirol.

The adopted budget column :s the spending plan approved by
the board upon budget adoption in September Thesecond column
s the current spending plan. Sigmficant differences bciween the
numbers 1n the columns should be explained by staft. Usually, the
hne items n the operating budget column will be greater than
those in the adopted budget column.

Generally, there are excellent reasons for these differences.
They nclude such things as salary settlements approved after

4 51
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Budget Performance

budget adoption. late notfication of a grant approval and
enrollment changes which require the hiring of additional
teachers Any sigmficant differences between the two columns
which are not clearly explained and w hich appear to duninish the
ending balance below the level set by the board should be
addressed immediately with staff.

Once you are satisfied with the operating hudget. the actual
“todate” columns and the “projected” coiumns should be
compared with the operating budget to determine if there are any
significant differences If there are. questions should promptly be
asked about them In general. the operating budget should be fairly
close to the projection As a result, 1f the projection shows
sigmficant differences with the operating budget. especially in the
area of expenditures. board members <hould start asking serious
questions

Suchadiscrepancy may indicate the lack of budget control and
lead to an erosion of district resery e It may also mean that your
district’'s budgeting process needs work. or that budget revisions
are being processed slowiy Thus. the operating budget 15 not
reflective of the current status of actual spending The report 1n
table 31< quuite useful and can pinpomt financial problems. as well
as procedural or administrative problems. for the buard

The report should be provided at least quarterly and <hould be
carefully reviewed by the hoard

Position Control

Many districts experience tinancial trouble because personnel
are hred for w hom there 1< no budget Thisgenerally occurs w hen
the personnel office thinks that they know the per<onnel
requirements of tne district — but have no hard budget data a«< a
guide Such troubles (an be prevented by estabhishing a list of
board authorized positions. ranging from custodian to <uper
intendent

In larger districts ithose over 2.0001. an automatic “position
control system™ 1susuaily established by tying the budget <y stem
to the payroll by means of data processing In an automatic
position control system. personnel simply cannot be paid unless
thev are placed in a board author/ed posttion
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Budget Performance

Sample Position Control Report

Budget
Object
Program Site Code FTE Name
Chapter I ~ Smith Sch  Teacher's
Salary
430 101 1101 20
Actual
130 101 1101 10 Jones, P
430 101 1101 1.0 VACANT
Total Positions Filled ... . ..... 10
Total To Be Filled. . . AU 1.0
Total Positions .. S 2.0

In this example.one new Chapter I teacher 1s required at Smith
School If twoteachers were hired for the same positiun the report
would be as follows.

Sample Position Control Report

Budget
Object
Program Site Code FTE Name
Chapter |  Smuth Sch  Teacher's
Salary
130 101 1101 20
Actua’
130 101 1101 10 Jones, P
130 101 1101 10 Gardner,J
430 101 1101 10  Warner, F.
Total Positions Filled 20
Total Positions Overstaffed 10
Total Positions 20

This type of report is vital for a district whereitis difficult for
the personnel director or chief fiscal officer to know everyone or
every position in the district [t provides checks and balances
between the personnel and business offices

53
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Budget Performance

The Annual Audit

The State of Califorma requires an annual audit of the
district’s financial affairs. The audit must be performed by a CPA
(Certified Public Accou ntant) firm. The audit take, place after the
end of the fiscal year, although some preliminary work on
attendance accounting is completed before the end of the fiscal
year. The audit report is required to be submitted to the
Department of Education in Sacramento in November of each
year. The purpose of the audit is to ensure that the financial
information and reports of the district fairly represent the actual
financial condition of the district.

A district can receive three types of auditor’s opinions:

Unqualified opinion: This opinion means that there are no
significant accou nting problems 1n the district

Qualified opinion- This opinion may mean that thedistrict has
a problem with its financial 1ecord keeping. The most common
problem in California which causes districts to receive a quahfied
opnion 1s the lack of fixed assets (buildings and equipment)
records A lack of these records does not necessarily reduce the
credibihty of orher accounting records, but they can create
problems should a district sustain a serious loss such as a major
fire

No opmion This means that the district's accounting records
are 1n such poor condition that the auditor cannot render an
opinion Such an opinion means that the district cannot be certain
of its financial condition and may in fact have serious financial
problems

Auditors alsomake management comments and recommenda-
tions  These should be heeded and recommended changes
impiemented by the staff as <oon as possible Staff members
should report their concurrence ar non-concurrence with the
recommendations as part of the avditors report to the board the
following November

Board members should ask their superintendent for progress
reports ontheserecommendations After all. theaudit report 1s for
the board Board members should use the report to evaluate the
business and financial operations of the district and to help make
improvements
54 —
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7 Budget Performance

Suramary

Financial Reporting. Financial reports will aid board
members in evaluating the implementation und accuracy of their
budget. Comparing columns of the report as shown in in table 3
(page 16) will aid board members in evaluatiing their budget.

Position Control. Lack of position control may cause medium
and large districts to lose control of their budgets. Districts with
more than 5,000 students should have a position control system.

The Annual Audit. CPA firms perform the district’s annual
financial audit. This is required by law.Districts may receive an
unqualified audit opinion, a quaiified opinion or no opinion. Board
members should heed the auditor's management comments and
recommendations
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CHAPTER FOUR

Is My District
Financially Sound?

This chapter will discuss various ways you can measure your
district’s financial health. It will also pose uestions about the
soundness of your district's finances. Finally, you will be provided
with some ways to get help for your district — should the need
arise.

A Simple Measure Of Your
District’s Financial Health

(Refer to table 3, page 16).

1 Take last year's “actuals” (actual expenditures) and
compare the beginning balance with the ending balance Was the
beginning balance greater than the ending balance? If so, your
district was “‘deficit spending” — spending more than the revenue
you recewved If this was not planned or explained to you at the
beginning of the fiscal year, you sheuld ask your superintendent
for an explanation. “Deficit spending” could be a warning of
future financial problems.

2 Divide last year's unrestricted ending balance by last year's
total expenditures. What 15 your unrestricted ending balance as a
percentage of total expenditures? Is the percentage at least 3
percent, or $100,000, whichever 1s greater’

3 Using the current year budget, make the same test as in
measurement 1. Are you planning to spend more than your
revenue’® If <0, and you are not aware of the reason. ask your
superintenaent to explain why. Table 23 graphically indicates
over a period of years the percentages of unrestricted ending

57

09

e
2
et

)

2
b
%
g
7
3
<

o
2
%
X
f&
¢
Ry
:;;

R NV

W e Bl bea t oyt b

bRt

. s




Woe

¥
>

ATYE f“ﬁ‘i“

ST ARt Gy

e et Y e

bl

2

SR
T

Is My District Financially Sound?
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balances tototal expenditures of adistrict. This trend analysiscan
be used to forecast potential financail trouble 1n a district.

Some Questions To Ask Yourself
About Your District’s Finances:

® Are employee benefits capped?

® Are you subsidizing categorical programs?

¢ Does your Child Development Program require subsidies?

® Are your schools full or near capacity?

® Have your bond ratings been downgraded recently?

® Do you have multi-year salary increases in your bargaining
unit contracts? If so, do you have contingency clauses?

® Have you received a qualified audit opinion?

® Are there cutstanding lawsuits which can adversely affect
the dsstrict’s financial condition?

® Do actual expenses frequently exceed the budget or are
revenues overstated?

® Do you have position control if you are from a unified district ‘
with more than 5,000 students?

© Do you have a capital outlay plan®

@ Do you have clear budget guidelines?

® Do you implement your auditor’s recommendations?

@ Do you have a budget calendar?

Where Do I Gs ¥or Help?

© Start with your superintendent. Ask him or her your
questions He will probably arrange fop-a meeting with you and
your business official.

© If you would like further information, ask your super-
intendent for a meeting with the county superinteadent and the
county’s chief business official.

© The district’s CPA firm can be of help. Don’t hesitate to call
the firm for assistance Let your superintendent know you are in
contact with the CPA firm

® The Department of Education offers assistance through
their management assistance team A request te the department
irom the superintendent and board can bring their expertise to
vour district.

© (SBA can offer advice to schoo! boards on financial 1ssues.

® QOutside consultants are available, including a CPA firms'
own consultants or school oniented financial consultants such as
School Services of California
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CHAPTER FIVE

Small School
Districts

Half the school districts in California have 2,500 students or
less But these 500 school districts must follow the same laws and
procedures as much larger districts in managing their finances. In
addition, the principles of budgeting and financial management
. apply to both large and small districts.

districts of all sizes, this chapter provides special insights for
board members in smaller districts. Ensuring financial soundness
in a small school district presents unique problems and unique
opportunities.

Frequently. small districts do not employ the same number
and ty pes of business staff as do large districts. Superintendent
turnover is also generally higher in small distnicts because they
are seen as stepping stones to larger districts. The challenge to
smaller districts 1s to develop quality fiscal information and make
sulid fiscal decisions without the more speviahized staff available to
large districts.

Stafi Available To Small School Districts

Small districts are often dependent on county offices of educa
tion for expertise 1n financial affairs. Indeed, 1t 15 the county
business office which usually prepares many of the reports

| described in earher chapters. Nevertheless, the board ultimately
‘ must make the same judgments about the information as board
members from large districts.
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Small School Distncts

Effective communications with the county business office 1s
essential. County business office staff are available to attend
board meetings, or at Jeast mee! with board members and your
superintendent to discuss fiscal matters. Every effort should be
made by thedistrict todeveloprapport with the county staff and to
communicate prublems tu the county superintendent or business
officer.

How To Get Good Financial Information

Unfortunately, small districts must use the same financial
system as larger districts. Thus, board members in smaller
districts must insist on the same financial reports as those
prepared 1n larger districts Board members should request the
report depicted un page 13 in table 2 (now required by law) as a
basis for all finanaial decision making This report should hayve the
same level of detail as shown and the assumptions should be
clearly stated

Budget Development

A budget development calendar should be adopted carly in the
budget develupment process The sample calendar show nin table
21isbasedoun once a month board meetings and indicates w hether
the wounty or the district prepares the information required for
tachevent The sample budget calendar suggests the adoption of
budget guidelines w hich are essential to sound finanaial decision
making. The guidelmes shown in table 13 (page 40) can be
modified and used by smaller districts.

County staff can be of helpin preparing these gmdehnes. Note
that reserve levels are extremely important to small distnicts
These gumdelines should clearly state the reserve pohicy of the
district Inno case should your reserves be less than 3 percent of
vour district budget, or $100,000, w hichever is the greater These
reserves are critically important because a small erron in a large
district ¢an be a huge error 1n a small distnict

The county business office should aid vour district in the
preparation of a projection for the next fiscal year to begin budget
planning The prujection can be aimple but <hould inciude ADA
and a projedted ending balance for the next fiscal year (refer to
pages 30-340

Once the projection is complete . the board can begin planning
for next year's budget with district and county <taff Required
budgtt cuts can be determined, including layoffs If the news 15
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Small School Districts

good, planning for program growth can proceed.

As noted in thecalendar, the tentative budget must be adopted
prior toJuly 1 and the final budget prior to Sept 15. County staff
can assist you in preparing these documents.

Budget Performance

Board members 1n small school districts must be vigilant about
the performance of their budget In this effort. the county should
provide regular financial reports

Ar annual audit 15 required and board members should heed
the audit recommendations If the district 15 experiencing
finanuial prublems, board members should ask the county office
for assistance (see Chapter Four for gmdance on this issue)

County Staff

Despite this rehance on the county office of education, small
district boards are as responsible for making difficult financal
decisions as bvard members of larger districts But because county
staff will not take responsibility for making decisions about
finanaal difficulties a small district may experience, the board
must assure itself that it 15 recenving proper assistance.

Summary

Small districts must manage their financal affairs as
competenth as larger distncts Because they are often dependent
on county office busiress staff. small district board members must
estabhish a good 1apport with the county to ensure the best
financial information and assistance possible

A budget calendar 1s essential for good budget development
Establishment of adequate reserve s are extremely itmportant to
smalldisinds Buard members shou. pay dose attention to ther
auditor's recomniendations and ensure they are implemented

Keep in nuind that help is available from the county office of
education Board members <should by all means tap this help
w henes er necessary
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Table 24
Small School District

Calendar of Important Events — Budget Development Process

Date

November

January

February

March

Apn!

May

June

August

September
{before 9/15)

Event

Board approvai of 87-88 Budget
Development Calendar

1st Quarter Financial Report/Preliminary
Financial Projection 1987-88

Presentation of 87-88 estimated income.
expenditures & enroliments

Board approval of 87-88 Budget
Guidelines

Recommendations regarding program
adjustments for 87-88

Board approval of program adjustments
for 87-88

Resolution Reducing/Discontinuing
Particular Kinds of Services (if needed)

Adoption of Order to Layoff Certificated
Employees (if needed)

Notice of Intent to Reduce Classified
Services (if needed)

Update Projected Enroliments & ADA
87-88

Adoption of Order to Layoff Cilassified
Empioyees (if needed)

Pubhc Hearnng, Adoption of Tentatve
Budget

Review of Final Budget

Public Hearing, Adoption of 87-88 Budget

Responsible
Agency
Distnict
County
County
Distnict
Distrnict
District
District

(counset)

District
{counsel)

District
(counsel)
County
District

District

District
District
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Glossary of Selected
School Budget Terms

Accounts Payable: Amounts due and owed to private persons,
business firms, governmental units. or others for goods
recery ed and services rendered prior tu the end of the fiscal year
Includes amounts bilied but not paid

Accounts Receivable: Amounts due and ow ed the district from
private persons, business firms. governmentdl units, or others
for guods ur services provided by the dictrict prior to the end of
the fiscal vear Includes amounts billed but not received

Apportionment: Allocation of ~tate ur federal aid, district taxes,
or other n.ontes among ~chool districts or vther governmental
umts

Appropriation: An allx ation of budgetary funds made by the
gover ning board fur speaific purposes and hnited as to the time
when they may be expended

Appropriation For Contingencies: That portivn of the current
fiscal year’s budget that 1~ not appropriated for any speafic
purpuse but1s held subject tointrabudget transfer.1 ¢ transfer
to uther speafic appropriation accounts as needed during the
fiscal year

Assessed Valuation: Value placed upon personal and redl
pruperty by a governmental unit for taxation purposes

Audit: Anexamination of records, and docounts for the purpose of
by determinming the propriets of transactions, 2) ascertaiming
whether all transactuons are recorded properly, and, 3
determining whether statements drawn from accounts refleat
anaccurate prcture of finanaigl uperations and financial status

Average Daily Attendance (ADA): Total approved day s of
attendance in the schoul distnict dinided by the number of day s
the schools in the district are 1o session for at least the required
mimmt o day (Education Code 16200 and Calhfforma Admin
istrative Code, Title 5, 400 424
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Glossary

Bond: A certificate containing a written promise to pay a specified
sum of money, called the face value, at a fixed time in the future,
called the date of maturity, and specifying interest at a fixed
rate, usually payable periodically.

Bond Interest and Redemption Fund: A fund established to
pay bond interest and liquidate indebtedness when due and
payable.

Bonded Debt: That portion of indebtedness represented by
outstanding bonds.

Bonded Debt Service: Expenses incurred for interest and
redemption of bonds.

Budget: A plan of finanaial operation censisting of an estimate of
proposed income and expenditures for a ginen period and
purpose

Budget Document: The instrument used by the budget making
authority to present a comprehensive financial program. It
includes a balanced statement of revenues and expenditures as
well as other exhibits to report 1) the financial condition of the
several funds of the district at the end of the preceding
completed fiscal period, 2) the estimated condition of the funds
at the end of the fiscal periud 1n progress, and 3) the estimated
condition of the funds at the cluse of the ensuing fiscal period
based on the financial proposals contained 1in the budget
document

Budgeting: The process of allocating the available resources of
an organization among potential activities to achieve the
objectives of the urganization. planning for the use of resources.

Building Fund: A fund established to control the income and
expenditures related to the purchase and maintenance of school
buildings, sites, and equipment

Cafeteria Account: Recerpts and disbursements of the cafeteria
function that are processed through a bank

Cafeteria Fund: Receipts and disbursements of the cafeteria
function that are processed through the county treasurer

Capital Outlay: Amounts paid for the acquisition of fixed assets
oradditions to fixed asstts, indluding land or existing buildings.
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improvements of grounds. construction of buildings. additions
to buildings. remodeling of butldings. or 1nitial and additional
equipment.

Cash In County Treasury: Cash balances on deposit in the
county treasury for the various funds of the school district.

Chart of Accounts: A list of accounts, systematically arranged.
applicable to a specific concern All account names and
numbers are histed in order

Child Development Fund: A fund established to control the
financial operations of children’s centers

Contracted Services: Expense of services rendered under
contract by personnel who are not on the pay roll of the school
<y stem. including all related expenses cos ered by the contract

Current Expense of Education: The current general fund
operating (xpenditures of a school district for kindergarten and
gr ades one through 12 excdluding expenditures for food servaces,
commumty services, faahity acquisition and construction, and
object dassifications 6000 (capital outlay) and 7000 (other
outgo

Deficit: ¥xcess of habilities over assets

Direct Support Charges: Charges to a program from a support
program that directly benefut the program charged

Encumbrances: Obligations in the form of purchase orders,
contracts saldaries. and other commitments chargeable to an
appropriation for which a part of the appropnation s reserved

Eapenditures: Amounts paid or habihties incurred for all
purposes Accounts hepton an accrual basts include all charges
w hethet paid or not- Accounts kept on g cash basis will include
only actual cash disbursements

Full-Time Equivalent: The ratio of ime expended 1 a part
time position to that of 4 full ume positon: The ratios dernved
by dividing the amount of employed time required 1n the part
ttme position by the amount of employed tme required in a
corresponding full ime position

Fund: A sum of money or uther resourees set aside for the purpose
of carry g on speafic acivities or attaning certam objectives
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Glossary

in accordance with special regulations, restrictions, or hmita-
tions. A fund is a distinct financial or fiscal entity.

General Fund: The fu..d used to finance the ordinary operations
of the school district. It 1s available for any legally authorized
purpose of the district.

General Reserve: An account to record the reserye budgeted to
provide operating cash in the succeeding fiscal year until taxes
and state funds become available.

Income: Revenue and nonrevenue receipts. Revenue receipts are
additions to assets for which no obligations are incurred.
Nonrevenue receipts are receipts of money in exchange for
property of the school district or for w hich the district incursan
obhigation

Indirect Expense and Overhead: Those elements of indirect
Cost recessary tn the operition of the district or in the
performance of a ~ervice that are of such nature that tne
amount apphcable tocach accountingunit cannot be separately
identified

Interfund Transfers: Money that i~ taken from one fund under
the control of the governing boad « d added to another fund
under the board's control Such transfers are not receipts or
expenditures

Liabilities: Legal obhigacons that are unpaid

Object: As used in an expenditure Jdassification, a term that
apphes to the article purchased or the <eryice obtamned

Prior Year’s Taxes: Taxes collected within the current tiscal
year for levies in previous fiscal years

Program: A group of related actis ities consisting of a umque
combination of objects that operate together to accomphish
common ends

Registered Warrant: A warrant that i registered by the county
treasurer for future payment on account of present lack of
funds and that 1s to be paid A1th interest 1n the order of 1t
registration

Revenue: Addition to asset~ not ac mpanicu vy anobhgation to
perform service or deliver products
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Revolving Cash Fund: A stated amount of money used
primarily for e mergency or small or sundry disbursements and
reimbursed periodically through properly documented expendr-
tures, which are summanized and charged to proper accounting
classifications.

Secured Roll: Assessed value of real property, such as land,
buildings, secured persunal property, or anything permanently
attached to land as determined by each countv assessor.

Supply: A material item of an expendable nature that 1s
consumed. wears out, or deteriorates with use.

Tax Relief Subvention: Fundsordinarily paid tu cumpensate for
taxes lost because of tax reliel measures.

Transfer: Interdistrict or interfund pay ments or receipts not
chargeable to expenditures or credited to income Certain
budget revisions are often referred to as transfers

Unapprepriated Fund Balance: The purtivn of a fund balance
nut segregated fur speafic purposes All assets and income
availlable for appropriation are (redited to the account and
General Reserve appropriations and obligations are debited
The net value of the account represents the unappropriated
fund balance

U'nencumbered Balance: That portusr 1 an appropriation or
allotment not vet expended or obhgated

Unsecured Roll: A« ~vod v alue of personal property other than
~ecured properts

Source T98! Calitorsca School Vooounting Vlanual
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The follow 1ng sources were used in preparing this book.

Factbook for School Finance Information
California School Boards Association
916 23rd Street

Sacramento, CA 95816

Association of School Business Officials
1760 Reston Avenue, Suite 411
Reston, VA 22090

Schoo! Cervices of Cahifornia
1127 11th Street, Suite 401
Sacramento, CA 95814

Senate Bill 813

Financial Management Advisory Committee
State Department of Education

P.O Box 944272

Sacramento. CA 94244-2720

Policy Analvsic for Cahforma Education (PACE)
School of Education

Unnersity of Cahformia. Berkeley

Berkeley. CA 94720
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