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Projected 

2015/16
Projected 

2016/17 
Projected 

2017/18 

Ongoing  Funds:       

Revenues  $651.52 $690.94  $706.26 

- Expenses, Sources/Uses  $638.58 $666.10  $692.12 
- Supplemental/Concentration Expanded Programs  $15.00  $9.40 
Ongoing Net Change in Fund Balance $12.94 $9.84  $4.74 
One-Time Funds:       
Revenues    $35.87 $16.32  $2.32 
- One-Time Expenses  $64.42 $19.10  $0.00 
One Time Net Change in Fund Balance ($28.55) ($2.78) $2.32 
Total Unrestricted General Fund:       
Beginning Balance $62.79 $47.18  $54.24 
Ending Balance $47.18 $54.24  $61.30 

Cash, Inventory, Prepaid Assets $2.58 $2.58  $2.58 

       
Reserve for One-Time Expenses and Carryover $5.10 $0.00  $0.00 
       
Net Unrestricted General Fund Balance: $39.50 $51.66  $58.72 
       
Change in Reserve ($10.09) $12.16  $7.06 

Reserve level  4.53% 6.03% 6.81% 

 
State Financial Reporting Requirements 
The state requires school districts to submit interim financial reports twice a year. The First Interim is 
due by December 15 and the Second Interim by March 15. At these times, school districts must certify 
their financial status for the current and two subsequent fiscal years. The district options and their 
definitions include:  
 

Positive – will meet its reserve requirement and have a positive cash balance 
Qualified – may not meet its reserve requirement and/or may not have a positive cash balance 
Negative – will not meet its reserve requirement and will not have a positive cash balance  

 
The same process and reporting accompanies the First and Second Interim reports, which are due 
by December 15 and March 15 respectively.  
 
Fresno Unified School District has maintained a positive certification since 2006. However, a 
school district with a qualified or negative certification loses some of its financial autonomy. Its 
collective bargaining agreements are subject to County Office scrutiny prior to board approval, 
and it is prohibited from incurring specific nonvoter-approved financial obligations. In addition, 
qualified or negatively certified school districts must complete a Third Interim Report by June 1.  
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Fresno County Office of Education (FCOE) Second Interim Memo to School Districts 
The FCOE provided guidance in February 2016 that outlined the assumptions school districts 
should follow while preparing their Second Interim reports which includes:  

 The Department of Finance estimated in July 2015 the Local Control Funding Formula 
(LCFF) funding at 51.52% for 2015/16. Current guidance projects the LCFF funding at 
51.97% in 2015/16 

 The prior guidance in November 2015 projected the LCFF funding level at 12.52% for 
2016/17. Current guidance projects the LCFF funding at 49.08% 

 The prior guidance in November 2015 projected the LCFF funding level at 18.11% for 
2017/18. Current guidance projects the LCFF funding at 27.56% 

 Governor’s 2016/17 Proposed budget includes one-time funds estimated at $207 per ADA 
 FCOE is recommending, at minimum, a 2% Reserve Level. The guidance includes many 

reasons to have more than the minimum requirement including:  
o “The experience of the most recent recession has clearly demonstrated the 

minimum levels are not sufficient to protect education programs from severe 
disruption in an economic downturn.” 

o “The Government Finance Officers Association recommends reserves equal to two 
months of average general fund operating expenses, or about 17%.” 

o “Rating agencies like Fitch or Moody’s typically assess the adequacy of a district 
reserves by comparing them to statewide averages, which have hovered around 
15% for California school districts in recent years.” 

 The County guidance went further to stress:  
o “Many districts and their bargaining units may be tempted to address ongoing 

expenditure needs and priorities simply because more dollars appear to be available 
for bargaining.” 

o “School districts are encountering additional pressures to spend down reserves in 
bargaining table discussions…a certain recipe for fiscal trouble in out years.”   

o “For this reason, districts are encouraged to exercise extreme caution when 
bargaining ongoing commitments for salaries or health care benefits.” 

 Cash flow payments from the state utilize the normal appropriation schedule  
 County guidance reminded school districts about employer rate increases for PERS and 

STRS continuing through 2020/21. For Fresno Unified these increases are estimated to be 
$39 million. Below are the PERS/STRS increases for the next two years: 

o The PERS employer contribution rate increases 10.2% from 11.847% to 13.05% in 
2016/17, and  27.2% from 13.05% to 16.6% in 2017/18 

o The STRS employer contribution rate increases 17.2% from 10.73%  to 12.58% in 
2016/17 and, 14.7%  from 12.58% to 14.43% in 2017/18 

 The prior guidance in November 2015 projected the funded COLAs at 1.6% for 2016/17. 
Current guidance projects the COLAs at 0.47% 

 The prior guidance in November 2015 projected the funded COLAs at 2.48% for 2016/17. 
Current guidance projects the COLAs at 2.13% 
 

Rationale for Positive Certification Status  
We recommend a positive certification status. 
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For purposes of this memo and analysis, the assumptions utilized included the provisions outlined 
in the Fresno County Office of Education memo. Also included are local assumptions related to 
projected enrollment, change in benefit rates, indirect rates, and the cost of the district collective 
bargaining agreements related to salary increases, change in district health contributions and 
increase of instructional time at additional elementary schools. After consideration of these factors, 
the Multi-Year Report indicates that the district will maintain its required reserve and will maintain 
a positive cash balance.  
 
Current and Future Year Factors  
  

1. Local Control Funding Formula for 2015/16 
The LCFF revenue is projected to be lower by $183,000 than 2015/16 First Interim Report 
due to the following factors: 

 Revised LCFF funding gap provided in the February 2016 guidance 
 Increase in the actual unduplicated count percentage to 88% 
 Revised attendance estimate based on the State P-1 Attendance Report which is 

projected to be 144 lower than the December estimate. This is mainly due to JE Young 
students served at their home schools and a greater than anticipated enrollment drop 
at JE Young. 

 
2. State Revenues  

As mentioned in prior reports the state has not developed a schedule to release Medi-Cal 
Administrative Activities reimbursement funds. While an actual schedule has not been 
developed, the district has received $413,000 this fiscal year. Due to the uncertainty, 
additional funds will be recognized when received this year.  
 
State Lottery revenue is projected to be higher by approximately $900,000 between 
unrestricted and restricted funds with approximately $600,000 due to a higher estimate per 
ADA and $300,000 due to prior year adjustments. 
 
The State allows school districts to choose between submission of actual claims for mandate 
activity or receiving a block grant on a per ADA basis. While there is a greater potential 
submitting actual claims, for the past few years the State has been discounting any mandate 
revenue owed to school districts with the one-time prior year mandate funds which defeats 
the purpose of the actual claims option. The Second Interim recognizes $2.3 million in one-
time funds for the Mandate Block Grant. 
 

3. Local Revenue 
Based on current year projected cash flows and current interest rates, interest income is 
projected to increase by $500,000.  
 

4. Salary and Benefits 
The Second Interim projects an overall salary and benefit savings of $2.2 million based on the 
current number of vacancies in the Unrestricted General Fund and contribution to the 
restricted programs. Staff will continue to monitor and will capture any savings as appropriate. 
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While there is an overall savings in salary and benefits, the next budget revision will include 
adjustments for the following salary lines currently projected to be over the allocation: 

 Classified salaries – The last budget revision assumed more savings than will be 
captured at year-end and an additional $700,000 will be restored to the appropriate 
classified salaries.  

 Certificated Supervisors and Administrator Salaries (1300) and Other Certificated 
Salaries (1900) - The California Department of Education recently revised their 
guidance on where to charge teachers assisting other teachers. Funds will be moved 
from Certificated Supervisors/Administrator Salaries to Other Certificated Salaries. 

 
5. Supplies, Services and Capital Outlay  

The Second Interim projects an overall savings of $500,000 in supplies, services, and capital 
outlay based on year-to-date experience compared to historical averages.   
 

6. District Salary/Benefit Proposal 
As reflected in the 2015/16 First Interim Report, and as a result of negotiations with SEIU, 
FASTA, CSEA, and non-represented employee organizations, additional funds to support 
a 7% total salary package (which includes a 5% ongoing salary increase and a 2% one-time 
payment), are included in the Projected Year Totals. 
 
In addition, the 2015/16 fiscal year reserves $25.2 million to support the District’s Last, 
Best and Final offer to Fresno Teachers Association (FTA) which includes: 

 7.0% total salary package (which includes a 5.0% ongoing salary increase and a 
2.0% one-time payment)  

 Speech Language Pathologist (SLP) and Nurses shall receive $5,000 or a 1.07 
factor, whichever is greater, in addition to their placement on the salary schedule 

 Nurses and Designated Instructional Services (DIS) to receive $1,500 stipend 
already provided to SLPs and those teachers in Resource Specialist Program (RSP) 
positions  

 Regular summer school contracts shall be paid based on the bargaining unit 
member’s hourly rate of pay 

 5.0% increase to supplemental pay contracts from $31.88 to $33.47 
 Consolidating Child Development Center (CDC) and Parent and Child Education 

(PACE) early learning salary schedules with Pre-K salary schedule  
 $315 per unit member per year for materials and supplies to support students  
 $3 million one-time contribution to the Health Fund 

 
7. Board Approved One-time Expenditures  

At the June 3, 2015 and September 9, 2015 Board of Education meetings one-time 
expenditures and carryover of one-time funds were approved. These items total approximately 
$44 million. The Second Interim projects these funds will be spent in 2015/16.  
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8. Indirect Cost Rate  
The projected additional cost of $688,000 in the indirect line item is also based on historical 
averages. For example, the district historically receives approximately 94% of the budgeted 
indirect cost rate due to grants not being completely spent by fiscal year end. The current 
projection is that 93% of the budgeted indirect cost rate will be utilized. The 2015/16 
indirect cost rate is 3.6%.  
 

9. Local Control Funding Formula for 2016/17 and 2017/18    
The multi-year projections include LCFF funding at the levels mentioned earlier in the report, 
$40 million in 2016/17 and $15 million in 2017/18. The 2015/16 First Interim Report included 
$10 million in 2016/17 and $17 million in 2017/18. LCFF funds are provided in base grants 
and supplemental/concentration grants. With the new LCFF funding gap levels there is $15 
million in 2016/17 and an additional $9.4 million in 2017/18 to expand supplemental/ 
concentration programs. 

 
10. PERS and STRS for 2016/17 and 2017/18 

As mentioned  in the 2015/16 First Interim Report , the multi-year projections include funding 
employer costs for STRS and PERS at the levels mentioned earlier in the report, $6.9 million 
in 2016/17, and $7.5 million in 2017/18 for the General Fund. 
 

11. Health Contribution for 2016/17 and 2017/18 
In accordance with the current employee bargaining agreements, the district contribution level 
is $16,003 per employee participant. The district’s health contribution is estimated to increase 
by $642 per employee participant in 2016/17 and by $191 per participant in 2017/18. This 
equates to an increase in the district’s contribution to the Health Fund of $4.6 million for 
2016/17 and $1.4 million for 2017/18. 
 

12. Workers’ Compensation for 2016/17 and 2017/18 
As mentioned  in the 2015/16 First Interim Report, the multi-year projection decreases the 
Workers’ Compensation rate for 2016/17 to a reserve level of 70% and maintains this 
reserve level in 2017/18. 
 

13. Indirect Rate for 2016/17 and 2017/18 
The 2014/15 Unaudited Actual Financial Report projected the 2016/17 indirect rate at 
3.39%. The multi-year projection continues this rate for 2016/17 and 2017/18.    
 

14. Contributions for 2016/17 and 2017/18 
Ongoing contributions are projected to increase $4.9 million for 2016/17 ($4.6 million in 
one-time contributions are offsetting the increase) and an additional $1 million in 2017/18. 
 

15. GASB 45  
The multi-year projection includes a $1.5 million contribution from the Unrestricted 
General Fund for all years. The GASB 45 reserve is estimated at $28 million as of June 30, 
2016. 
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16. Cafeteria Fund 
At the February 10, 2016 Board meeting, the Board approved moving the Cafeteria Fund 
from fund 61 to fund 13. Since this was done after January 31, 2016, the budget, actuals 
and projections are still reflected in fund 61. The next budget revision will move all 
appropriations, revenues and expenses to fund 13.  
 

Conclusion 
A summary of all budgets are reflected in the attached state report. Staff recommends the Board 
approve the 2015/16 Second Interim Financial Report with a positive certification as presented. 
 
Attachment:  State 2015/16 Second Interim Financial Report 
































































































































































































































































































