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Second Period Interim Financial Report as of January 31, 2017
(Prepared by Business Services)

Business Services has prepared the 2016-17 Second Interim Report that provides an update on
the financial position of the district as of January 31, 2017. This report includes all known
adjustments to revenues and expenditures in the current year as well as projections for the two
subsequent years.

The Education Code, as updated by AB1200 and AB2756, requires school districts to report on
their financial condition at the time of budget adoption and after closing the books with the
unaudited actuals. Two interim reports are also required during the Fiscal Year for the periods
from July 1 - October 31 (first period), and from July 1 - January 31 (second period).

A resolution is contained in the Action item section of the agenda requesting a positive

certification by the Board of Education as to the District’s ability to meet its financial obligations
for the current Fiscal Year and the subsequent two years.

Second Period Interim Financial Report

The Second Interim report consists of projections for ADA (average daily attendance), Local
Control Funding Formula (LCFF), and summary of revenues, expenditures, and fund balance of
the General Fund for the current and subsequent two years. Other funds of the District have also
been included in this packet. This report also includes a current year Cash Flow Projection, a
Summary Review of State Financial Criteria and Standards, and a Certification that the District
will meet its financial obligations for the current and subsequent two years.

The Board of Education approved the Fiscal Year 2016-17 Adopted Budget on June 21, 2016. In
addition, changes to the budget for revenues and expenditures have been brought to the board
throughout the year as well as updates to the overall financial condition of the District. The
Governor’s proposed budget for 2017-18 provided minor increases to Gap funding for the
current year but has revised its projections for 2017-18 Gap funding downward. Those changes
are reflected in this report.

LCFF funding is now roughly 96% of the way towards full implementation. Although the
Governor’s 2017-18 Budget proposal makes no additional progress toward LCFF full funding,
the proposal prevents erosion in LCFF implementation by proposing funding equal to the cost of
the COLA increase on LCFF target rates. However, the proposed funding is significantly less
than the $2.2 billion the Administration previously estimated would be provided for 2017-18.
The District has incorporated these changes in this second interim report.

A school district’s LCFF is derived primarily from District ADA and unduplicated pupil counts.
ADA is projected from enrollment numbers adjusted using cohort survival procedures for
historic relationships, growth, attendance percentages, and other factors. The following ADA
projections were used for this report and are detailed further in the accompanying Form Al,
Average Daily Attendance Form.



Enrollment Funded ADA * ADA/
Projection as of: For: (Excluding Increase/ (Excluding Increase/ | Enrollment
Charter (Decrease) | Charter Schools) | (Decrease) Ratio
Schools)
Budget Adoption 16-17 50,242 N/A 47,531 N/A 94.6%
Second Interim - 16-17 49,840 (402) 47,370 (161) 94.2%
January
Projected Budget 17-18 49,363 477) 46,941 (429) 94.5%
Projected Budget 18-19 49,116 (247) 46,629 (312) 94.5%

*Funded ADA is based upon the greater of current year P-2 ADA or prior year P-2 ADA
adjusted for charter schools under the minimum guarantee. The impact of a decline in ADA is
delayed.

The District has authorized 13 Charter Schools with 12 operating in 2015-16 and 1 opening in
2016-17. The total 2016-17 projected enrollment for the 13 Charters is 3,306 with projected
ADA of 3,056 resulting in an average ADA to enrollment ratio for District Charters of 92.4%.
The total LCFF funding attributable to these Charters is estimated at $32.8 million.

The District has experienced declining enrollment for a number of years. Enrollment decline
began to level off in 2013-14 with a slight increase in 2014-15 followed by a slight decrease in
2015-16. The 2016-17 October CBEDS, reflects an additional decline of 371 over 2015-16
enrollment. Enrollment projections reflect a decline of 477 for 2017-18 and an additional
decline of 247 for 2018-19. The unduplicated pupil count has decreased from an estimated
90.9% to 89.22%. This results in a significant decrease in LCFF revenues in 2017-18 and
beyond.

The following is a graphical representation of the Districts” ADA and enrollment history

San Bernardino City Unified Historical ADA/Enrollment Trending
(Excludes Charter Data)
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The Interim Report
The primary interim report document is Form 011, General Fund Summary. The columns on
the attached Form 011 report the following information:

Column A — the original (adopted) budget

Column B — the Board approved operating budget as of January 31

Column C — actual-to-date as of January 31

Column D - the projected year total and

Column E — the percentage differences between the Board approved operating budget
and projected year totals

The summary Form OII financial reports have been completed projecting the Fiscal Year
2016-17 as well as 2017-18 and 2018-19 using the following assumptions:

Revenues:
Combined General Fund Revenue sources are LCFF, Federal, Other State Revenue and Local
Revenues as illustrated below

(In Millions)

Other State Other Local
Revenue, Revenue, $8.4

$82.6,13% 1%

Federal
Revenue,
$56.7
9%

Total General Fund Revenue $649.6 Million



Local Control Funding Formula
e The growth factors and COLA applied to reaching the Local Control Funding Formula
target funding are as follows:

2016-17 2016-17 | 2017-18 | 2018-19

Fiscal Year First Interim | Second | Second | Second

Interim | Interim | Interim

COLA 0.00% 0.00% 1.48% 2.40%

Gap Funding % — Ist Interim 54.18% 55.28% | 23.67% | 53.85%

Gap Funding Amount — 2nd Interim $31.7 $30.7 $6.6 $16.9
(millions)

Total LCFF Funding — 2nd Interim $502.5 $501.9 | $504.5 | $518.5
(millions)

e Revenue at 2nd Interim has been revised to reflect the changes in LCFF funding due
to the inclusion of Department of Finance GAP funding rates, changes in COLA and
ADA.

e Projected Local Control Funding has been calculated based upon a decrease in ADA
based upon current year CBEDS and P-1 ADA for subsequent years.

2016-17 LCFF Funding
a. LCFF Target Funding $526,731,890
b. 2015-16 Floor Funding $471,105,451
c. LCFF Gap (a-b) $ 55,626,439
d. Gap Funding @ 55.28% (of ¢) $ 30,750,295
e. 2016-17 LCFF (b+d) $501,855,746
f. Base funding $348,363,680
g. Supplemental & Concentration $132,994,548
h. LCFF Add-ons (TIIG and Transportation) $20,497,518

LCFF Base and Supplemental Funding

Under the LCFF, the District must ensure that supplemental and concentration funds are used to
increase or improve services to students that are eligible for free and reduced meals, English
Learners and Foster Youth. The Chart below illustrates the 2016-17 base funding applicable to
all students and the additional supplemental and concentration funding for low socioeconomic,
English Learner and Foster Youth that are represented at an unduplicated count of 89.22% of the
District student population.



(In Millions)

Total LCFF Funding $323.9 $472.3 $501.9 $504.5 $518.6

e Under LCFF funding the District receives a funding adjustment to implement class size
reduction to make progress to 24:1 for K-3. This funding is phased in proportionally to
LCFF Gap funding percentage. Full funding is projected to be reached in the Fiscal Year
2020-21.

e Reductions to the LCFF for Redevelopment Agency (RDA) funds are included at
$13,306,881 for the current and subsequent fiscal years. By law, these dollars can be
used for land acquisition, facility reconstruction, remodeling, deferred maintenance and
routine maintenance.

e State and Federal categorical programs were projected with a 1.48% COLA in Fiscal
Year 2017-18, and 2.40% COLA in Fiscal Year 2018-19 where applicable.

Categorical Funding 2016-17 2017-18 2018-19
Federal Categoricals $56,750,213 | $45,081,236 $45,081,236
State Categoricals $82,564,997 | $71,580,776 $69,944,343

e Lottery Revenue of $9,145,875 is included in 2016-17 and subsequent years at
$189/ADA. This represents 1.41% of total general fund revenues.

® One time Mandate Reimbursement Funding of $10,159,889 has been included in
Fiscal Year 2016-17. Additional one time Mandate funding of $2,254,064 is
proposed in the Governor’s 2017-18 Budget and has been excluded from the 2017-18
projected funding.
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Expenditures:
e The net impact to the number of positions required due to decline in enrollment factored
for decreases in class size, and end of program funding:

FY 2017-2018 FY 2018-2019
Certificated (1 FTE) (8 FTE)
Classified 0 FTE 0 FTE

e Statutory employee benefits have been adjusted for changes in salaries for all
bargaining units and salary schedules.

e Under the LCFF, Districts are required to make progress each year in reducing class
size to 24:1 when full funding is reached. The reduction must come in proportion to
the growth in the Local Control Funding Formula each year. Class sizes have been
decreased to an average of 25:1 in Fiscal Year 2016-17 and are estimated to reach an
average of 24:1 by Fiscal Year 2017-18 with full implementation required by 2020-
21. The estimated Grade Span Adjustment funding for Fiscal Year 2016-17 is
$11,416,415 with full funding of $12,470,116 projected in Fiscal Year 2020-21.

e Step and Column increases for eligible staff are included in the current and
subsequent fiscal years. These costs are projected at 1.7% for Certificated and 0.9%
for Classified qualifying positions.

e State Teachers Retirement System (CalSTRS) and Public Employee Retirement
Systems (CalPERS) are both projecting significant increases to employer contribution
rates in the current and subsequent fiscal years. By the year 2021, these increases are
expected to be $37.9 million. This comprises a significant portion of the Districts
LCFF increased funding for the same period.

SBCUSD Projected PERS/STRS Increases
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STRS Rate

Increase in STRS Cost

PERS Rate

Increase in PERS Cost

Annual Increase

Cumculative
2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 Increase
8.25% 8.88% 10.73% 12.58% 14.43% 16.28% 18.13% 19.10%
S -1 $1,932,000 $3,991,100 $4,247,857 $5,039,042 $5,124,797 $5,348,753 $2,779,192 $28,462,741
11.44% 11.77% 11.85% 13.89% 15.80% 18.70% 21.60% 24.90%
$275,528 $283,500 $460,100 $1,365,237 $1,552,969 $2,376,644 $2,398,034 $2,753,356 $11,465,368
$275,528 $2,215,500 $4,451,200 $5,613,094 $6,592,011 $7,501,441 $7,746,787 $5,532,548 $39,928,109

Health and Welfare Benefit costs have been increased by the 5.0% in 2016-17. These
costs are projected to increase by 6.23% in Fiscal Year 2017-18 and 9.0% in 2018-19:

Increased Cost
$3,374,979
$5,179,320

Fiscal Year
2017-18
2018-19

This includes the estimated administration costs for the Affordable Care Act (ACA)
which is estimated to be 2.4% annually. For Fiscal Year 2016-17 this cost is
estimated at $1.7 million.

Estimated costs of $50,000 for offering benefits to non-permanent employees under
the Affordable Care Act (ACA) are included beginning in Fiscal Year 2016-17 and
beyond. This is to ensure compliance with the ACA requirement to offer minimum
coverage.

Other Post-Employment Benefits (OPEB) included at a rate of 1.044% have been
applied to gross salary and an additional rate of 1.207% applied to fund post-
retirement benefits. The annual required contribution is $8,284,575.

Textbooks and instructional materials have been included at $8 million in 2016-17
with $7 million reserved to meet the adoption requirement of $14.0 million in Fiscal
Year 2017-18 and $18.0 million in 2018-19.

Supplemental Employment Retirement Plan (SERP) costs are included as follows:

Cost
$3,012,235

Fiscal Year
2016-17

With the 2016-17 payment, all SERP obligations are satisfied.

Routine Repair and Maintenance program has been maintained at $17,300,000 which
is the 2015-16 level of funding. The annual contribution is required to return to 3% of
general fund expenditures in 2020-21.

The Deferred Maintenance program has been folded into the Local Control Funding
Formula. The Deferred Maintenance match is no longer required under the Local
Control Funding Formula. The District continues to allocate funding of $2.0 million
for this purpose which was the level of funding previously provided by the State.
These funds are accounted for in Fund 14, Deferred Maintenance Fund.
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o Utility costs are projected to include any savings for the current and subsequent Fiscal

Years from the Energy Savings program.

General Fund Contributions to Restricted Programs:

Program 2016-17 2017-18 2018-19

Special Education $37,436,326 | $36,848,109 | $36,848,109
Routine Repair and Maintenance $17,300,000 | $17,300,000 | $17,300,000
Child Development Fund — Fund 12 $1,408,171 | $1,408,171 | $1,408,171
Total $56,144,497 | $55,556,280 | $55,556,280

Components of Ending Fund Balance:

General Fund 2016-17 2017-18 2018-19

General Fund Ending Balance $75,733,073 | $44,798.860 | $18.562,625
Reserves for Stores/Revolving Cash $ 710,000 | $ 710,000 | $ 710,000
Reserves for Restricted Programs $30,976,626 | $16,939,421 | $ 4,386,091
Assigned — Textbooks and TSSP $14,600,000 | $ 8,800,000 | $ 0
Reserve for Economic Uncertainty-2% $13,140,000 | $13,150,000 | $13,450,000
Unassigned/Unappropriated $16,306,447 | $ 5,199,439 | § 16,534

Assigned balances for 2016-17 are the result of:
e Projected Carryover for TSSP Program — $3.8M for 2 years
e Textbook funds required for 2017-18
Total of Items included in Assigned Balances

$ 7.6 million
$ 7.0 million
$14.6 million

Assigned balances for 2017-18 are the result of:
e Projected Carryover TSSP Program — 1 year
e Textbook funds required 2018-19
Total of Items included in Assigned Balances

$ 3.8 million
$ 5.0 million
$ 8.8 million

Current sections of the Education Code, which were revised by AB1200 and AB2756, require
the governing board of the school districts to certify that the District will meet its financial
obligations for the current Fiscal Year and the subsequent two Fiscal Years. Based on the
current information for revenues and expenditures for the subsequent two years, the district can
meet its obligations for Fiscal Year 2016-17 and subsequent fiscal years.

School districts self-certify their fiscal condition. With a positive certification, the district asserts
that it can meet its obligations in the current and succeeding two years. A qualified certification
indicates a budget problem in the two subsequent years. Finally, a negative certification
indicates an impending cash problem for either the current or one subsequent year.

Based on the definition above, the Board of Education may approve this Second Interim Report
with a positive certification.

13



Thus, it is recommended that the Board of Education approve a positive certification for the
Second Interim Financial Report for Fiscal Year 2016-17, as of January 31, 2017, with the
accompanying resolution which is required by San Bernardino County Office of Education.

BE IT RESOLVED that the Board of Education approves, based on information presented, the
Second Interim Financial Report as of January 31, 2017.

BE IT FURTHER RESOLVED that the President of the Board of Education certifies on behalf

of the Board that the San Bernardino City Unified School District will be able to meet its
ongoing financial obligations for the current fiscal year and subsequent two years.

14



San Bernardino City Unified School District
2016-17 Second Interim
Summary of Facts and Assumptions

Assumptions 16-17 1st Interim | 16-17 2nd Interim 17-18 18-19
COLA 0.00% 0.00% 1.48% 2.40%
LCFF GAP 54.18% 55.28% 23.67% 53.85%
Local Revenue (Taxes) S 22,652,553 | S 23,535,693 | S 23,535,693 | $ 23,535,693
Pass through of Local Revenue (Taxes) to Charters S (1,323,258) | $ (1,510,766) | $ (1,523,704)| $ (1,533,208)
EPA Entitlement Percentage 25.00% 25.00% 23.00% 21.00%
Enrollment - Current Year CBEDS 49,874 49,840 49,363 49,116
Unduplicated Count 43,799 44,466 44,042 43,822
Unduplicated Percentage (Rolling Average) 90.05% 90.51% 89.79% 89.22%
ADA/Enrollment Percentage 94.30% 94.30% 94.30% 94.30%
Projected ADA - P-2
Grades K-3 15,778.16 15,710.46 15,606.20 15,528.11
Grades 4-6 11,718.54 11,816.55 11,738.13 11,679.40
Grades 7-8 6,789.54 6,781.08 6,736.08 6,702.37
Grades 9-12 12,881.70 12,651.59 12,567.63 12,504.75
Total 47,167.94 46,959.68 46,648.04 46,414.63
ADA for County Office of Education (COE) Programs 31.75 31.75 31.75 31.75
Total District ADA including COE Programs 47,199.69 46,991.43 46,679.79 46,446.38
Funding Per ADA (at full implementation 2020-21)
Grades K-3
Base Grant S 7,083 | S 7,083 | S 7,162 | S 7,334
Grade Span Adjustment S 737 | S 737 | $ 745 | S 763
Total Base Funding S 7,820 | $ 7,820 | $ 7,907 | $ 8,097
Supplemental S 1,564 | S 1,564 | S 1,581 | S 1,619
Concentration S 3,910 | S 3910 | $ 3,954 | S 4,049
Total Funding K-3 S 13,294 | $ 13,294 | S 13,442 | $ 13,765
Grades 4-6
Base Grant S 7,189 | S 7,189 | S 7,269 | S 7,443
Total Base Funding 3 7,189 | $ 7,189 | $ 7,269 | $ 7,443
Supplemental S 1,438 | S 1,438 | S 1,454 | S 1,489
Concentration S 3,595 | S 3,595 | $ 3,635 | S 3,722
Total Funding 4-6 S 12,222 | $ 12,222 | $ 12,358 | § 12,654
Grades 7-8
Base Grant S 7,403 | S 7,403 | S 7,485 | S 7,665
Total Base Funding S 7,403 | $ 7,403 | $ 7,485 | $ 7,665
Supplemental S 1,481 | $ 1,481 | S 1,497 | S 1,533
Concentration S 3,702 | S 3,702 | $ 3,743 | S 3,833
Total Funding 7-8 S 12,586 | $ 12,586 | $ 12,725 | $ 13,031
Grades 9-12
Base S 8,578 | S 8,578 | S 8,673 | S 8,881
Grade Span Adjustment S 223 | § 223 | S 225 | §$ 231
Total Base Funding 3 8,801 | $ 8,801 | $ 8,898 | $ 9,112
Supplemental S 1,760 | $ 1,760 | S 1,780 | S 1,822
Concentration S 4,401 | S 4,401 | S 4,449 | S 4,556
Total Funding 9-12 S 14,962 | $ 14,962 | $ 15,127 | $ 15,490
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San Bernardino City Unified School District

2016-17 Second Interim

Summary of Facts and Assumptions

Assumptions 16-17 1st Interim 16-17 17-18 18-19
LCFF Target Revenues S 525,897,192 | $ 526,731,890 | $ 525,800,084 | S 532,987,913
LCFF Funded Revenues S 500,923,915 | $ 501,855,746 | $ 504,542,200 | $ 518,533,161
Total LCFF Sources
LCFF Base S 350,622,238 | $ 348,363,680 | $ 355,536,030 | $ 365,981,797
Increase Over Prior Year (Base) S 19,317,394 | S 18,124,364 | S 7,172,350 | S 10,445,767
LCFF Supplemental & Concentration S 129,804,159 | $ 132,994,548 | S 128,508,652 | $ 132,053,846
Increase Over Prior Year (Supplemental) S 7,126,743 | S 11,410,914 | $§ (4,485,896)| S 3,545,194
LCFF Add-Ons (TIIG and Transportation) S 20,497,518 | § 20,497,518 | S 20,497,518 | $ 20,497,518
Total LCFF Sources S 500,923,915 | $ 501,855,746 | $ 504,542,200 | $ 518,533,161
Lottery Unrestricted per ADA S 140 | $ 144 | $ 144 | S 144
Lottery -Prop 20 per ADA S 41| S 45| S 45| S 45
Expenditures Adjusted for Consumer Price Index (CPI)| $ 673,895,304 | S 656,962,882 | S 657,949,119 | S 665,605,670
Step & Column Certificated S 4,637,555 | S 4,457,295 | S 4,533,069 | $ 4,635,413
Step & Longevity Classified S 744,887 | S 7,180,018 | S 724,480 | S 731,000
Instructional Days 180 180 180 180
Contribution to Special Education S 36,538,775 | § 37,436,326 | S 36,848,109 | S 36,848,109
Routine Repair and Maintenance Contribution S 17,300,000 | S 17,300,000 | S 17,300,000 | $ 17,300,000
Contribution to Pre-K Academy S 897,551 | S 990,704 | S 990,704 | S 990,704
Total Contribution to Restricted Programs S 54,736,326 | $ 55,727,030 | $ 55,138,813 | $ 55,138,813
Reserve for Economic Uncertainties S 13,500,000 | S 13,140,000 | S 13,150,000 | S 13,450,000
Reserve for Economic Uncertainties Percentage 2% 2% 2% 2%
Health & Welfare Increase 5.00% 6.23% 9.00% 9.00%
Payroll Expense Rate
State Teachers' Retirement System (STRS) 12.58% 12.58% 14.43% 16.28%
STRS Cost Increase Over Prior Year S 5,132,546 | S 4,247,857 | S 5,039,042 | S 5,124,797
Public Employee Retirement System (PERS) 13.89% 13.89% 15.80% 18.70%
PERS Cost Increase Over Prior Year S 1,346,183 | $ 1,365,237 | $ 1,552,969 | $ 2,376,644
Social Security (OASDI) 6.20% 6.20% 6.20% 6.20%
Medicare 1.45% 1.45% 1.45% 1.45%
Unemployment Insurance 0.05% 0.05% 0.05% 0.05%
Workers' Compensation 1.78% 1.78% 1.78% 1.78%
Other Post Employment Benefit - Retiree 1.04% 1.04% 1.04% 1.04%
Other Post Employment Benefit 1.21% 1.21% 1.21% 1.21%
Mandate Reimbursement One Time Funding $214 per ADA $214 per ADA $48 per ADA 0
College Readiness Block Grant $1,773,321 $1,773,321 0 0
District Sponsored Independent Charter Schools 13 13 13 13
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