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Second Interim Report: 2020-21 
 
 
The Board is asked to review and approve the Second Interim Report with a positive certification.  
The purpose of the Interim report is to review the financial condition of the District for the current 
and subsequent two fiscal years. This review is done twice each year, at the end of October and the 
end of January. Assumptions must be made regarding future years and are noted with the report. 
 
As we continue through these unprecedented times waiting for life to return to “normal”, wanting 
this COVID19 pandemic to be our history and not our future, the state and country are still looking 
for ways to provide funding for schools that will help with recovery.  We have received CARES 
Act and Learning Loss Mitigation funding to help with distance learning and PPE.  The state and 
federal governments are working on additional funding to assist with hybrid learning and/or the 
full return of students, depending on the county health department tier (purple, red, orange, 
yellow).   At 1st Interim I included information on a state level one time revenue windfall and the 
reality that there will be an ongoing multi-year operating deficit beginning 2021-22, as expenses 
increase at a pace that revenue cannot keep up with.  The funded COLA for this year remains at 
zero but now there is an estimated COLA for the next two years, for 21-22 it is 3.84% (2.31% for 
20-21 and 1.50% for 21-22) and for 22-23 COLA is 2.98%.   Please note these are estimates used 
for planning revenue for the two subsequent years and are based on the Governor’s proposed 
budget for 2021-22 that was released in January.  That budget begins the six-month process of 
enacting a new state spending plan for next fiscal year.  In May there will be a revision to the 
proposed budget called the May Revise that will give us guidance for the 21-22 budget and future 
years.   Receiving a COLA for the subsequent years is critical as we are still dealing with pension 
reform (CalSTRS and CalPERS retirement systems) and the annual 2% step increase for salaries.  
For further information on CalSTRS and CalPERS see page 14. 
 
Our original Adopted Budget’s revenue was calculated using P-2 ADA from 2019-20 and the 
BASC LCFF Calculator with known factors in May that included a deficit factor.  At 1st Interim 
in October we use the actual adopted state budget for our revenue assumptions which included a 
zero COLA for this year and the next two years.  At that time we usually would have updated 
current year funded ADA but due to COVID19 we are held harmless this year so we are using 
actual P-2 ADA from 2019-20 for calculating this year’s funding.  At 2nd Interim a new LCFF 
Calculator is used based on the Governor’s proposed budget for 2021-22 that includes COLA for 
future years and other state funding assumptions.  Enrollment and ADA are also refined for the 
out years as the Governor’s January budget no longer mentions that charters can use prior year 
ADA for funding in 2021-22.   
 
Gap funding, one of the previous LCFF funding factors, became a 100% reality in 2018-19, two 
years ahead of schedule, leaving COLA as the only state annual increase.  COLA for this year 
remains unchanged from 1st Interim, still zero.  It is now estimated that there will be a COLA for 
the two subsequent years, here are current projections based on the Governor’s January 2021-22 
budget proposal: 
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Report Pd Revenue Item 2020-21 2021-22 2022-23 
Adopt Budget Revenue: COLA 2.31% 2.48% 3.26% 
Adopt Budget     Effective Deficit Factor -7.92% -12.178% -14.9505% 
First Interim Revenue: Planning COLA 0.00% 0.00% 0.00% 
First Interim     Effective Deficit Factor 0.00% 0.00% 0.00% 
Second Interim Revenue: DOF Estimated COLA 0.00% 3.84% 2.98% 

 
A copy of the LCFF Calculator is included with each school’s cash flow and multi-year 
projection.   The LCFF Calculator is a great tool but it is not a guarantee of funding, just an 
instrument to help us estimate revenue.  Under LCFF, there are now three driving factors: ADA 
by grade span, annual COLA which is applied to the LCFF Target Entitlement, and the 
unduplicated pupil count.  State Aid also includes EPA (Education Protection Account) funding.  
This EPA funding is shown separately on the LCFF Calculator and in this narrative but not on 
the multi-year projections.  Please see Exhibit C for LCFF key words and phrases.  With the Gap 
Funding at 100% since 2018-19, COLA will be the key determinant of increases in state funding. 
This year, and in future years, increases will be limited to COLA alone and as we use the DOF 
(Department of Finance) Estimated Funded COLA, the amount is zero this year.  Even in future 
years, were we to receive a COLA, it is unlikely it will be sufficient to fund the annual salary 
cost increases associated with step and column and the escalating employer retirement system 
costs.   
 
Attached is a bulletin from SCOE, Exhibit A, giving districts guidance and recommendations for 
preparation of the Second Interim with essential parameters from the BASC Common Message 
and the SSC Dartboard.  With this exhibit you will find SSC Fiscal reports regarding COLA and 
declining enrollment.  A copy of the full 2020-21 Second Interim BASC Common Message is 
available upon request. The Governor is convinced that a downturn is in the near future and 
sufficient contingency reserves continue to be essential to maintain fiscal solvency as revenue 
levels off and pension costs increase.    A recap of assignments and reserves is included with this 
report (Exhibit B). 
 

 
General Fund Operating Budget: Twin Hills District, Apple Blossom Elementary, 

and Twin Hills Charter Middle School 
 

 
Overall Condition of the District 
The financial condition of the District’s General Fund changed since the adopted budget this year 
due to the previous mentioned changes in State revenue.  These revenue changes resulted in a 
reduction in overspending and, in some cases, a change in the amount schools will need to 
reduce expenses by in subsequent years.  The general fund will once again transfer Basic Aid 
Supplement Funding to all sites to assist in covering the 18-19 salary retro costs.  In 20-21 and 
the two subsequent years, funds are being reserved in the General Fund for charters when the 
17% reserve is not met.  Maintaining a strong reserve is critical in maintaining a strong cash 
position and to mitigate volatility in funding.  The general fund and each charter have a 
paragraph regarding cash for their particular fund in this narrative.  All cash flow reports include 
the expected deferrals for this year. 
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Enrollment/ADA Trends   
In the Adopted Budget, the enrollment projection for the district as a whole was estimated at 
1,157.  That estimated enrollment decreased by 50 at First Interim to 1,107.  There is a reduced 
enrollment at Apple Blossom due to COVID19 as parents un-enroll TK and Kindergarten 
students for this year.  The reduced enrollment at Twin Hills CMS is partially attributed to 
COVID19, where students are now enrolling in the district they live in, and partially due to 
families leaving the area or state, which is a state declining enrollment issue.  For the General 
Fund reports, we use ADA (average daily attendance) for Apple Blossom Elementary and the 
Twin Hills Charter Middle School.  The Adopted Budget ADA was 378 and 234 respectively.  
At First Interim the ADA estimation was updated to reflect actual 2019-20 P-2 ADA as, due to 
COVID19, we are in hold harmless status for 2020-21.  The ADA for Apple Blossom is 377.65 
and the ADA for Twin Hills Charter Middle School is 233.49.  Estimates for 21-22 and 22-23 
were updated at 2nd Interim as the Governor’s January budget for 2021-22 no longer includes 
information allowing charter schools to use prior year ADA for funding.  Apple Blossom is not a 
charter and can still take advantage of prior year ADA.  District and site administration continue 
to work on increasing enrollment at both of these schools. 
 
 
Status of Negotiations 
A health benefit district contribution increase was agreed to in August.  Salary and language 
negotiations for this fiscal year are currently in progress.  This year the full contract is under 
review and both THTA and the District have several articles to discuss. 
 
 
Retirement Packages 
The retirement packages offered to qualified retirees are specified in the certificated bargaining 
unit contract.  There is a specific formula based on age at the time of retirement used to calculate 
an amount of money the retiree is entitled to.  This district offers a cash buy-out option to 
teachers to encourage and assist with early retirement.  We currently have 4 retired employees 
receiving the cash buy-out (CRSP) costing the district $42,871 for their 1st year of 3.  Cash    
buy-outs are paid through payroll in equal payments in September for three years.  This district 
pays lifetime benefits for one retired long-term superintendent in the amount of $5,678 this year.  
The change in the contract four years ago requires a new OPEB actuary study annually as OPEB 
is for health benefits only.  The actuary study done for the 19-20 audit updates the estimated 
OPEB liability, GASB #75, is over $93,300.  We now have to contend with GASB Statement 
#73 which requires accounting for our cash buy-out program (CRSP) in the audit.  An actuarial 
study was just completed and the new liability is over $1,063,900. 
 
 
Encroachments 
Some programs have higher expenditures than revenues.  This is called an encroachment.  The 
following programs have an encroachment:  
 

Special Education $610,194 
Transportation $  93,560 
Cafeteria $  65,000 
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 There is not much the District can do to eliminate the encroachment of Special Education as these costs are 
driven by the needs of the children in the District.  We can make an effort to control the costs to lower this 
encroachment.  There is an increase to this encroachment of over $55,000 since adopted budget due to the 
updated NPS and WC Consortium costs plus set up of professional development for special education teachers. 

 
 Short of cutting bus service to certain areas, the District probably cannot make significant cuts in the 

transportation program.  The concern is that cutting bus service could adversely affect pupil attendance.  A few 
years ago the state decided to add JPA Transportation funding to LCFF revenue based on information provided 
by West County Transportation.  Our JPA reported that this district should receive $95,000.  We show this in 
the revenue section of the MYP, the state includes this amount in the LCFF Target.  Transportation expenses are 
included in objects 5000 and we have a reserve of $30,000 for transportation.    

 
 Providing a healthy, nutritious lunch for students served by well trained staff in a properly equipped cafeteria 

annually costs this district $50,000.  This amount is attributed to staff and repair costs as we receive federal and 
state reimbursement for the lunches purchased from Revolution Foods through the National School Lunch 
Program.  This amount was increased at 2nd Interim by $15k due to COVID19 closure and no lunch or snack 
sales this year.  Our participation in students picking up lunches that are part of the free and reduced lunch 
program is extremely low. 

 
 
 
Multi-year Commitments 
This would be for general fund loans or leases and currently this district does not have any.  
 
 
 
Revenue Adjustments 
For each interim report we adjust our revenue forecast for the year.  At 1st Interim the updated 
forecast was due to the change in state funding which eliminated the proration (deficit) factor 
and updated the COLA to zero.  At 2nd Interim there are no changes to state funding for this year 
but there are changes to the next two years as there is an estimated COLA provided.  Some of the 
changes in revenue have corresponding changes in various expenditure categories particularly 
for new categorical funding and once donations are received.   For Funds 01 and 03 the total 
overall increase for all types of revenue as detailed on pages 4 through 6 is $55,331.  Please see 
information on Orchard View Charter and SunRidge Charter later in this report.  
 

The total LCFF Sources increased from Adopted Budget to 1st Interim by $437,689.  There is no 
change at 2nd Interim.  Changes were due to the updated state revenue deficit factor and COLA 
with use of actual 2019-20 P-2 ADA instead of a rounded estimate.    
 

Fund 01 – LCFF Sources Limit                                       Projected Revenue 
Object  Revenue Item Adopt Budget    1st Interim 2nd Interim  Diff 1st-2nd Int 

  8011 LCFF State Aid   $1,522,394  $1,739,663 $1,739,663 $           0 
  8011 Basic Aid Supplement* 800,000 800,000 800,000 0   
  8012 Education Protection Account        453,832 526,371 526,371 0 
  8041 Secured Property Taxes   4,000,000  4,000,000 4,000,000 0 
  8091 Revenue Transfer to F14   (50,000)   (50,000) (50,000)   0 
  8096 In Lieu Property Tax Transfer (2,627,947) (2,627,849) (2,627,849) 0 
  8097 Special Ed Property Tax Transfer   0  0 0 0   
 Totals $4,098,279 $4,388,185 $4,388,185  $           0 
 ADA 378 377.65 377.65 0 
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Fund 03 - Charter School Revenue                                Projected Revenue 
Object  Revenue Item Adopt Budget    1st Interim 2nd Interim  Diff 1st-2nd Int 

  8011 LCFF State Aid  $   660,216  $   717,934 $   717,934 $           0 
  8012 Education Protection Account 295,598 386,667 386,667 0 
  8096 In Lieu Property Taxes      849,364     848,360 848,360 0 
 Totals $1,805,178 $1,952,961 $1,952,961 $           0 
 ADA 234 233.49 233.49 0 

  
 Total Form 01: Line A.1) $5,903,457 $6,341,146 $6,341,146 $           0   

 
**Basic Aid Supplement information: As a sponsor of charter schools, a district must transfer a share of its property 
taxes to those charter schools. The amount transferred to the charter schools is based on a formula of an equal 
amount of taxes per ADA for both district students and charter students.  If there are students attending the district’s 
charter schools who reside outside the district’s boundary, the district may be eligible for supplemental state funding 
based on the ADA of those students.   
Approximately 70% of the students at Twin Hills’ three charter schools reside in school districts other than Twin 
Hills.  Based on these students’ districts of residence, the district is eligible for this supplemental state funding.  For 
the 2019-20 school year this district received over $890,000.  At budget adoption this year we included an estimate 
of $800,000.  This is due to the calculation that is never fully complete until after the school year is over when 
property taxes and actual out of district ADA are known.  Due to the continued complicated formulas for 
qualification and funding amounts, the County recommends this funding be used for one time purposes.  At 1st 
interim and 2nd Interim for this year we did not update the amount.   
 
 
Federal Revenue:  Federal Revenue changed at 2nd Interim  due to the reduction in  Title I 
funding and the increase in Title II funding.  The amount budgeted at 1st Interim for MAA 
(MediCal Administration Activities) did not change at 2nd Interim.  Below is a table showing 
specific amounts for each type of federal revenue.  At 1st Interim we added CARES Act 
COVID19 funding for both schools.  The changes for 2nd  Interim are based on updated CDE 
information and include prior year final adjustments.  Below is a table showing specific 
differences for each type of federal revenue. 
 

Fund 01 – Federal Revenue                                            Projected Revenue 
Object  Revenue Item Adopt Budget    1st Interim 2nd Interim  Diff 1st-2nd Int  

  8181 Special Ed PL 101-476 $135,700 $135,700 $135,700 $          0 
  8290 MAA (MediCal Reimbursements)         0 3,000 3,000 0 
  8290 Title IA Improving Acad. Ach.   38,500          47,746 47,421 -        325         
  8290 Title IIA Prof. Learning 9,600 10,011 10,372 +        361          
  8290 CARES Act COVID19 Fund 01 0 178,086 178,271 +        185 
  8290 CARES Act COVID19 Fund 03 0 86,934 86,934 0 
 Total Form 01: Line A.2) $183,800 $461,477 $461,698 +$      221 

 
 
Other State Revenue:  Other State Revenue shows mandate cost reimbursements, lottery and 
other state categorical funding.  As required, the STRS On-Behalf of State revenue is included 
along with expense to match, please note this is a book only entry, no money received and no 
money disbursed.  At 2nd Interim STRS On-Behalf of State was the only item updated due to 
refining certificated salary and benefit costs.  One time COVID19 State LLMF (Learning Loss 
Mitigation Funding) was added at 1st Interim.   
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Fund 01 – Other State Revenue                                           Projected Revenue 
Object  Revenue Item Adopt Budget    1st Interim 2nd Interim  Diff 1st-2nd Int 

  8550 Mandate Block Grant                   $  12,153 $  12,153 $  12,153 $           0 
  8560 Lottery Unrestricted & Restricted 73,075 78,605 78,605 0 
  8590 ERMHS (Mental Health) 15,600 15,600 15,600 0 
  8590 Testing and Student ID 3,000 3,000 3,000 0 
  8590 STRS On-Behalf of State                                     195,328 199,056 199,092 +          36 
  8590 Learning Loss Mitigation COVID19 0 31,545 31,545 0 
 Totals $299,156 $339,959 $339,995 +$        36 

 
Fund 03 – Other State Revenue                                     Projected Revenue 

Object  Revenue Item Adopt Budget    1st Interim 2nd Interim  Diff 1st-2nd Int 

  8550 Mandate Block Grant                 $    3,937 $    3,937   $    3,937   $           0 
  8560  Lottery Unrestricted & Restricted 45,140 48,556 48,556 0 
  8590 STRS on-Behalf of State 100,945 93,487 93,082 -         405 
  8590 Learning Loss Mitigation COVID19 0 16,682 16,682  
 Totals $150,022 $162,662 $162,257 -$       405 

 
 Total Form 01: Line A.3) $449,178 $502,621 $502,252  -$       369 

 
Other Local Revenue:  For 2nd Interim Other Local Revenue increased due to actual donation 
and grant dollars received and the estimated amount due from SunRidge for the MOU.  The 
increase of $54,702 at Apple Blossom during the 2nd Interim period is due to the $22,998 from 
RESIG for 2019-20 workers compensation return of equity.  We received grant funding from the 
THAB Educational Foundation, the Rotary Club of Sebastopol and the Kiwanis Club.  Rent was 
decreased as campuses are closed due to COVID19.  Interest has been decreased as the current 
interest rates are extremely low and we will be experiencing cash deferrals. 

 
Fund 01 – Other Local Revenue                                    Projected Revenue 

Object  Revenue Item Adopt Budget    1st Interim 2nd Interim Diff 1st-2nd Int 

  8650 Leases and Rentals $   17,260 $  17,260 $   10,000  -$    7,260 
  8660 Interest         50,000 50,000 25,000 -    25,000 
  8677 Interagency Services 36,000 57,000 57,000 0 
  8689 Reimbursements from SR/Presch 225,300 225,300 245,100 +   19,800 
  8699 Donations and all other local  43,000 48,300 115,462 +   67,162 
  8792 County Office Transfers                                     200,000 200,000 200,000 0 
 Totals $571,560 $597,860 $652,562 +$ 54,702 

 
Fund 03 – Other Local Revenue                                   Projected Revenue 

Object  Revenue Item Adopt Budget    1st Interim 2nd Interim Diff 1st-2nd Int 

  8650 Leases and Rentals $    3,600 $     3,600 $    0 -$    3,600           
  8660 Interest              7,000 7,000 3,000 -      4,000 
  8699 Donations and all other local 0 0 8,377 +     8,377 
 Totals $  10,600 $  10,600 $  11,377 +$      777 

 
 Total Form 01: Line A.4) $582,160 $608,460 $663,939  +$ 55,479 

 

 Total Revenues Form 01: Line A.5) $7,118,595 $7,913,704 $7,969,035 +$ 55,331 
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Expenditure Adjustments 
The changes in expenditures include any needed adjustments in salaries and benefits due to 
updated personnel changes for the 2020-21 fiscal year since 1st Interim.  Other expenditure 
categories are updated to meet projected needs along with amounts that will offset some of the 
changes in revenue for specific programs, including budgeting for donation and grant amounts.  
At 1st Interim carryover was budgeted.  Also at 1st Interim, COVID19 CARES Act and Learning 
Loss Mitigation expenses to match the revenue of over $300,000 were budgeted.  The total 
expenditure increase from Adopted Budget to 1st Interim was over $500k and from 1st Interim to 
2nd Interim was $37,884. 
 

Fund 01& 03 Combined                                               Projected Expenditures 
Line # Section B Expenditures Adopt Budget    1st Interim 2nd Interim Diff 1st-2nd Int 

    B1 Certificated Salaries $3,343,569 $3,421,241 $3,403,365 -$   17,876 
    B2 Classified Salaries         1,280,598 1,256,662 1,230,396 -     26,266 
    B3 Employee Benefits                 1,821,592 1,852,053 1,842,772 -       9,281 
    B4 Books & Supplies 130,399 446,802 463,605 +    16,803 
    B5 Services & Other Oper. Expenses                                   1,285,360 1,471,691 1,546,195  +    74,504 
    B6 Capital Outlay                               0 0 0 0 
    B7 Other Outgo                         50,000 50,000 50,000 0 
 Total Form 01: Line B.9) $7,911,518 $8,498,449 $8,536,333 +$   37,884 

 
In addition to updating expenses in restricted resources to offset revenue as described above, 
here are details on a few large expenditure adjustments year to date: 
 
 Salaries and Employee Benefits: The total salaries and employee benefits increased at 1st 

Interim by over $84k due in part to carryover of Low Performing Student Block Grant funds, 
the addition of enrichment teachers (due to new law regarding who can be designated as 
independent contractor), and the increased cost for health benefits.  These costs have now 
been fine tuned for 2nd Interim and have decreased by over $50k as some substitute teacher, 
homework, coaching, PIP, and yard costs have been reduced or removed.   

 
 Books & Supplies:  At 1st Interim updates included the initial set up of COVID19 CARES 

Act & LLMF expenses for instructional materials and technology equipment of over 
$240,000, carryover of  over $70,000 (including maintenance supplies), RESIG safety and 
unspent donation balances.   At 2nd interim there are a small amount of expense updates. 

 
 Services & Other Oper. Expenses:  Updates at 1st Interim included the initial set up of 

COVID19 CARES Act expenses of over $73,000 primarily for software license fees.  At 1st 
Interim updates also included carryover.  At both 1st and 2nd Interim, adjustments are made 
for special education and advertising costs, and budgeting matching expenses for donation 
and grant dollars received before January 31, 2021.  This is where the cost for JPA 
Transportation of $95,000 is budgeted to match the revenue.  Special Education costs are 
included in this object and this includes, but is not limited to, the West County Special Ed 
Consortium and Non-Public Schools.  
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Other Financing Sources/Uses 
Amounts in this section are transfers in and out between the district, the charters and other funds.   
 
For Transfer In, the amounts due from Orchard View and Twin Hills CMS for direct costs and 
special education excess costs have increased based on last year’s actual cost.   The Transfer In 
from ABASP is cut in half due to COVID19 closure of this program so far this year. 
 
            Transfers In  (891X) 

Transfer In F01 GF from F20 Post Emp Benefits – CRSP Cost   $        9,471 
Transfer In F03 THCMS from F20 Post Emp Ben – CRSP Cost         33,456 
Transfer In F01 GF from F09 Orchard View Sp Ed EC                     160,000 
Transfer In F01 GF from F09 Orchard View Direct Costs      230,000 
Transfer In F01 GF from F03 Twin Hills CMS Sp Ed EC                 160,000 
Transfer In F01 GF from F03 Twin Hills CMS Direct Costs             200,000 
Transfer In F03 THCMS from F01 GF Basic Aid Sup funds             400,000 
Transfer In F01 GF from F12 Apple Blossom After School Pgm          9,000  

             

Total Form 01, Line D.1a)  Total Transfers In                  $1,201,927 
 

At 2nd Interim amounts were updated in Transfers Out including the contribution to the Cafeteria 
fund that increased by $15k and the fees for Direct Costs from THCMS increased by $40k. 
 

Transfers Out (761X) 
Transfer Out F01 GF to F13 Cafeteria                         $    65,000 
Transfer Out F03 THCMS to F01 GF Direct Costs                            360,000 
Transfer Out F01 GF to F03 THCMS BAS                                        400,000 
Transfer Out F01 GF  to F09 OV BAS                                                 50,000 
Transfer Out F01 GF  to D21 SR BAS – see Other Outgo                ________ 
      

Total Form 01, Line D.1b)  Total Transfers Out               $   875,000 
 
 

Fund Balance 
The original Adopted Budget fund balance is an estimate before the final accounting is 
completed for the 2019-20 school year.  Now that last year is closed, the beginning fund balance 
at July 1, 2020 is in fact 3,889,542.  At this point the budgeted year-end balance has been 
adjusted to reflect the items detailed previously in this report resulting in a net decrease to the 
fund balance of $240,372.  The ending fund balance at June 30, 2021 is now estimated to be 
$3,649,170.  Some portions of this balance are reserved or designated for specific purposes.  
Here is a breakdown of these reserves and designations and the resulting Unassigned/ 
Unappropriated Amount: 
 

Ending Fund Balance @ 6/30/21 $ 3,649,170 
Revolving Cash 5,000 
Restricted: CA Clean Energy 62,384 
Assignment for JPAs: Special Ed Consort 
(1) and West County Transportation 70,000 
Continued on next page …  
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Continued from Page 8 ---  
Assignments Detailed on Exhibit B (2) 1,856,049 
Reserve for Economic Uncertainties (REU) 1,550,940 
Unassigned/Unappropriated Amount  $   104,797 

 
(1)  The West County Special Education and Student Services Consortium MOU states the district will maintain a reserve. 
(2)  See Exhibit B for details on Assignments. 
 
Cash Position 
A Cash Flow Projection for the current fiscal year has been completed reflecting actual revenue 
and expenses for July through January and projected revenue and expenses for February through 
June.  There is a combined cash flow and separate ones for Apple Blossom/District and Twin 
Hills Charter Middle School.   We anticipate that the District will have a positive cash balance at 
the end of every month and at the end of the year.   Cash deferrals are included and expected for 
this year, please see Exhibit A for details. 
 
Multi-year Projections 
This district’s general fund is expected to experience a slight fluctuation in enrollment over the 
next two years due to COVID19 and the overall declining enrollment for this state.  The general 
fund has a sufficient estimated fund balance over that period.  Please see the Multi-year 
Projections for details and the corresponding Assumptions.  On Page 13 of this report are some 
additional MYP notes for all schools.   
 
Please keep in mind that these projections are based on the current state budget and the 
subsequent years are calculated using the SSC Dartboard.  The Sonoma County Office of 
Education gives information and guidance for preparing interim reports and a copy of this 
bulletin from Sarah Lampenfeld, Director of Fiscal Services at SCOE, is attached (Exhibit A).   
 
Due to enrollment fluctuation issues, the middle school will need to realign staffing to match the 
student enrollment during the next few years.  To support this necessary transition, Basic Aid 
Supplement funds will be transferred to the middle school for the next few years.  The current 
estimated transfer amount for 2020-21 and the two subsequent years is $400,000.  The combined 
MYP includes expense reductions of $300,000 for 2022-23.  To achieve these needed expense 
reductions, I am indicating certificated and classified staff will be reduced by 3.0 FTE and 
instructional materials, supplies, and services will be adjusted.  With reductions in staff and the 
additional BAS funding from Fund 01, Fund 03/Twin Hills CMS, is not overspending in the 
subsequent years.  With the reductions in staff and other expenses at Apple Blossom 
Elementary/Fund 01, there will be no overspending in subsequent years.  We have assignments 
in future years as we strive to maintain the 17% reserve at all schools.  If staff reductions do not 
happen in 2022-23, the resulting overspending will not be sustainable and a plan to remedy this 
will need to be created.  Always remember that the budget is a living document based on 
information at a specific point in time.  Please note that if state funding, ADA, staffing or 
programs change, the budget is updated.   
 
On the MYP for Apple Blossom/District (Fund 01) there is a line showing “Restricted Expense 
Adjustment” and this pertains to the restricted column.  Expenses for salaries and employer costs 
increase annually and we do not anticipate revenue will increase to cover these costs.  If the 
revenue actually does not increase, some expenses would need moved to unrestricted.  This is 
not unusual and has been included on the MYP for years.   



Twin Hills Union School District 
Second Interim Report:  2020-21 
 
 

Page 10 of 17 

 
The District has in the past been able to offset a portion of expenses for instructional assistants 
and enrichment programs through the THAB Educational Foundation and pledges to the 
Walkathon-Jogathon, but with COVID19 we do not anticipate funds for this year.   We did 
receive from the THAB Educational Foundation some funding for art, music and video editing 
for Apple Blossom and Twin Hills CMS. 
 
Summary 
At this time in the fiscal year, the district is in satisfactory financial condition.  It is 
recommended that, based upon this Second Period Interim Financial Report, the Governing 
Board approve a positive certification indicating that this District will be able to meet its 
financial obligations at year end.  Approval of seven budget updates relating to increased MOU 
costs and decreased interest revenue are included. 
  
 
CHARTER SCHOOLS 
 
Charter Schools are funded by LCFF just like the district.  Each school has it’s own per ADA 
calculation which can be examined along with each school’s report.  Local property taxes are 
used first to fund the LCFF entitlement.  Property taxes come into the district general fund and 
are distributed to each charter based on a per ADA calculation, this is called In-Lieu Property 
Tax.  After these taxes are distributed, the state then fills in the rest of the entitlement using 
LCFF and EPA (Education Protection Account) funds. 
 

Fund 03-Twin Hills Charter Middle School (Grades 6-8) 
The Twin Hills Charter School’s Revenue and Expenditures are included in the General Fund information.      
 
 

Fund 09-Orchard View Charter School (Grades K-12) 
 
Since the Adopted Budget, the most significant changes in Orchard View’s budget were at 1st Interim and 
included the increase in revenue due to the change in state funding, removing the deficit factor and giving 
only a zero COLA, plus the added Federal CARES Act funding.  Enrollment is 22 students higher than 
last year but, due to COVID19 hold harmless, we cannot recognize the added revenue that this would 
give, we must use ADA from 19-20 which is 225.62.  Other State is Lottery and STRS on Behalf of State 
and, for this year only, State Learning Loss Mitigation funds of $17,598,   Local is interest.  The total 
increase in revenue was $201,678 at 1st Interim.  At 2nd Interim we are lowering the estimated interest 
revenue as interest rates are currently extremely low and we expect cash deferrals.   
 
Orchard View’s revenue changes since the 2020-21 Adopted and 1st Interim Budgets: 
 

Revenue Adopted Budget   1st Interim 2nd Interim Diff 1st-2nd Int 
ADA 226 225.62 225.62 0 
LCFF Sources $1,898,097 $2,060,807 $2,060,807  $           0 
Federal CARES Act COVID19 0 14,336 14,336  
Other State (Mandated, Lottery)  157,157      181,789 182,158 +        369 
Local (Interest, Donations) 12,000 12,000 5,000 -     7,000 
Total Revenue  $2,067,254 $2,268,932 $2,262,301 -$    6,631 
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Orchard View’s expense changes since the Adopted and 1st Interim Budgets: 
 

Expenditures Adopted Budget  1st Interim 2nd Interim Diff 1st-2nd Int 
Salaries & Benefits $1,809,776 $1,886,059 $1,884,952 -$    1,107         
Books & Supplies        68,760 123,622 130,782 +    7,160 
Services 55,100 109,810 111,126 +    1,316 
Total Expenses $1,933,636 $2,119,491 $2,126,860 +$   7,369 
Transfer In (Rev)  50,000 50,000 50,000 0 
Transfer Out (Exp) 350,000 350,000 390,000 +   40,000 
Net Increase/(Decrease) 
  To Fund Balance 

 
($   166,382) 

 
($  150,559) 

 
($  204,559) 

 
  ($ 54,000) 

 
 
 At 1st  Interim Salaries & Benefits  increased due to the addition of one classified enrichment 

instructor and the increased cost for health and welfare due to the higher district contribution.  Also at 
1st Interim COVID19, carryover and general updates based on current known expenses for Books & 
Supplies and Services were done.  At 2nd Interim all expenses were fine tuned.    

 The Transfer In amount is to assist in covering the 18-19 salary increase and employer costs and is 
BAS from Fund 01 and this amount did not change at 2nd Interim.  At 1st Interim Transfer Out did not 
change but at 2nd Interim there is an increased amount based on what was actually paid last year to the 
district, Fund 01, for the administrative costs MOU and special education excess costs.   

 
Orchard View’s ending fund balance at June 30, 2020 is $401,938.  At 2nd Interim the current estimate is 
that there will be a decrease of $204,559 to this fund balance.  The Net Ending Fund Balance will be 
$197,379.  Of this amount, $40,873 is restricted CA Clean Energy Jobs expenses remaining unbudgeted.  
The balance of $156,506 is Assigned per BP3100.  The actual 17% reserve should be $409,050 and to 
support this amount there is an assignment in Fund 01 for $252,544.   
 
A cash flow summary is included in the interim report reflecting actual revenue and expenses for July 
through January and projected revenue and expenses for February through June.  This charter has a 
positive cash balance at the end of each month and at the end of the school year.   The cash flow includes 
deferrals as shown in Exhibit A.  
 
The multi-year projecting shows Orchard View will be able to meet its obligations for this year and the 
two subsequent years.  You will note that for the out years we include “Necessary Reductions” in the 
expenditure section indicating an amount of $50,000 and this should be done to avoid overspending.  
Expenses will need to be reduced by that amount in 2021-22 and those reductions must remain for the out 
years.  Please also note that if enrollment increases or if we receive one time funds, reductions will not be 
necessary.  The Orchard View LCFF multi-year revenue projection is provided with this interim report.  
Enrollment is expected to be slightly less next school year and ADA will be slightly higher than this year.  
This year, due to COVID19, we had a higher enrollment and would normally be funded on a higher ADA 
but because of hold harmless rules we are required to use prior year ADA.     
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District 21, Fund 09 – SunRidge Charter School (Grades K-8) 
 
At 1st Interim, the revenue budget for SunRidge Charter School changed due to the change in state 
funding, removing the deficit factor and using  a zero COLA, now at 2nd Interim state funding does not 
change for this year but it does for the following 2 years, please see the multi-year projection.  At 1st 
Interim the Federal CARES Act funding was added.  Other State revenue is Mandate Block Grant, 
Lottery and the STRS On-Behalf of State and, for this year only, State Learning Loss Mitigation funds of 
$19,510.  Local consists of interest (now reduced due to low interest rates and cash deferrals), pledges 
from families, special education funding, After Care Program fees which were previously cut by 50% and 
are now removed all together.  Local also includes a Transfer In of $50,000 BAS funds from District 53, 
Fund 01, to help support the 18-19 salary increase and employer costs.   The net decrease in revenue is 
$33,705.  
 
SunRidge’s revenue changes since the 2020-21 Adopted & 1st Interim Budgets: 
 

Revenue Adopted Budget  1st Interim 2nd Interim Diff 1st-2nd Int 
ADA 264 264.14 264.14 0 
LCFF Sources $2,114,709 $2,301,154 $2,301,154 $            0 
Federal CARES Act COVID19 0 83,621 83,621  
Other State (Mandated, Lottery)   144,769   168,142 168,142  
Local    420,600   372,900 339,195 -     33,705 
Total Revenue  $2,680,078 $2,925,817 $2,892,112 -$   33,705 
 
SunRidge’s expense changes since the Adopted & 1st Interim Budgets: 
 

Expenditures Adopted Budget  1st Interim 2nd Interim Diff 1st-2nd Int 
Salaries & Benefits $2,119,414 $2,068,098 2,032,774 -$   35,324 
Books & Supplies 108,018 204,467 195,042 -       9,425 
Services 590,130   641,802 650,908 +      9,106 
Capital Outlay 0 0 0 0 
Total Revenue  $2,817,562 $2,914,367 $2,878,724 -$   35,643 
Net Increase/(Decrease) 
  to Fund Balance 

 
($  137,484) 

 
+$    11,450 

 
+$    13,388 

 
+$     1,938 

 

 
 At 1st Interim Salaries & Benefits decreased along with the revenue for the After Care Program 

by 50% as this program is not open during distance learning plus the classified garden position 
was removed.  For 2nd Interim we finished removing the After Care Program as the decision by 
the site is to not offer this program this year which reduces the Salaries & Benefits and Books & 
Supplies budgets. The budget is fine tuned at each interim period based on actual and known and 
expected costs.  Books & Supplies and Services increased at 1st Interim due to budgeting 
carryover as well as CARES Act and Learning Loss Mitigation expenses equal to those 
program’s revenue.   

 
The actual beginning fund balance at July 1, 2020 is $631,173.  After incorporating the changes in 
revenue and expenditures, the anticipated June 30, 2021 fund balance is $644,562.  From this amount we 
reserve $4,000 for revolving cash; $6,704 in CA Clean Energy Jobs funds and $56,991 for the After Care 
Program; $18,000 for the 8th Grade field trip RESIG deductible; $474,300 per Board Policy 3100 (17%) 
leaving the Assigned Balance After Above (GASB54) estimation at $84,566.  The Balance After Above 
(GASB54) will be for the STRS/PERS increasing costs issue plus anticipated and unanticipated special 
education costs.  Current estimates do not indicate that there needs to be an assignment in the district 
Fund 01 to maintain the 17% reserve. 
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A cash flow summary is included in the interim report reflecting actual revenue and expenses for July 
through January and projected revenue and expenses for February through June.  This charter has a 
positive cash balance at the end of each month and at the end of the school year.  Cash deferrals are 
included, please see Exhibit A for more information. 
 
The multi-year projection subsequent years include the estimated cost for the Pine Crest campus rent 
based on the long term lease with Sebastopol USD.  This MYP shows SunRidge will meet its obligations 
for this year and the two subsequent years.  Please see the MYP Assumptions for further details.   A 
LCFF revenue multi-year projection is included with this 2nd Interim Report.  The charter school 
enrollment and ADA include a decrease for 2021-22 and 2022-23 due to the removal of the independent 
study program.  The loss in enrollment /revenue for that program is offset with reduced FTE/salary and 
benefit costs.      

 
 
 
MULTI-YEAR PROJECTION NOTES FOR ALL SCHOOLS: 
 
Prop 39 Clean Energy funds began in 2013-14.  The state gave over $50,000 per year for five 
years to schools that completed an application, researched power usage, and prepared 
expenditure estimation reports.  We hired a firm to do all this work for us and applied for and 
received funding for four of the five years.  In 2014-15 we received funds for two years, 2013-14 
and 2014-15, in 2015-16 we received funds for 2015-16 and 2016-17.  We have upgraded to 
WiFi thermostats, LED lighting, exterior lighting and installed additional solar panels.  No 
further funding will be applied for, no revenue or expenses are budgeted for this type of funding 
and any balance left will be used to maintain the solar structures as we wait for further 
instructions from the State.   
 

 
At Adopted Budget revenue loss due to COVID19 resulted in overspending for all schools for all 
3 years. 
First Interim update: At adopted budget all 4 schools showed that there would be overspending 
this year and the two subsequent years and this was due to the cut in revenue indicated in the 
May Revise.   The actual adopted state budget for this year removed the revenue deficit and 
instead changed the COLA to zero and included cash deferrals.  This quick fix helps this year 
ending balance but there will be issues with the two subsequent years.  Expense reductions may 
still be necessary.  Schools that will not meet the 17% reserve have an assigned amount in the 
general fund.     
Second Interim update: The Governor’s January Budget for 2021-22 indicates a COLA for 21-22 
and 22-23 when previously the COLA was zero.  This COLA results in a change to the amount 
of necessary expense reductions* needed in subsequent years eliminating or reducing these 
amounts for 21-22 and lowering necessary reductions in 22-23.  Please see the multi-year 
projections for this change. 

 
 

*Necessary Expense Reductions are shown for each school where applicable and are an overall 
amount of the reduction needed.  An expense reduction plan will need developed if state funding 
is not increased. 



Twin Hills Union School District 
Second Interim Report:  2020-21 
 
 

Page 14 of 17 

STRS on Behalf of State is being included so the State of California can show what it is costing 
them to fund their portion of the teacher’s retirement plan (CalSTRS).  There is a revenue shown 
as Other State that exactly matches the expense under Employee Benefits. We never actually 
receive or spend the money but are required to budget and journal as if we do.  
The employer cost for retirement will be an issue in future years as the cost climbs to 18.0% for 
CalSTRS and 27.8% for CalPERS, the classified retirement plan.  Governor Newsom 
understands pension reform may devastate school districts and has chosen to provide millions of 
dollars to fund the CalSTRS and CalPERS liability resulting in a reduced employer cost this year 
and the reduction for CalSTRS remains next year.     
 
 
CalSTRS and CalPERS Pension Reform information 
Pension reform resulting in annual increased costs for CalSTRS and CalPERS remains an issue. 
This issue, plus living on the state funded COLA increases only, has created a new normal, the 
constant examination of operations to insure financial stability.  The multi-year projections 
included with this interim have separate lines called STRS and PERS. The amounts on these lines 
are the employer’s cost for certificated salaries multiplied times each year’s STRS cost and the 
classified salaries subject to PERS multiplied times each year’s PERS cost.  We continue to 
include the estimated cost of the state’s unfunded liability for the retirement system our certificated 
staff belong to, CalSTRS, shown on the multi-year projections as STRS on Behalf of State.   For 
this state liability there is a revenue to match.  No cash is received and no expense is actually 
made, this is a book only entry to show the state’s liability. 
The employer costs for these retirement plans increase from 2015-16 through 2022-23 are  
as follows: 
 

Retirement Plan Year: 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 
STRS Employer Rates 10.73% 12.58% 14.43% 16.28% 17.10% 16.15% 15.92% 18.00% 
PERS Employer Rates 11.847% 13.888% 15.531% 18.062% 19.721% 20.70% 23.00% 26.30% 
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Twin Hills School District’s Other Funds 
 
 
 
Fund 12 – Child Development 
For the 2nd  Interim reporting period the budget was updated based on the program’s closure this 
school year to date due to COVID19.  There are some salaries, benefits, and other costs still 
budgeted in anticipation of a partial program for grades K through 5 when we go to a hybrid 
model and for a reduced summer camp.    The amount due to the district for custodial and utility 
costs has been cut by 50%.  The actual beginning fund balance is $279,819 for the 2020-21 fiscal 
year.  The expenditures over revenue is estimated to be $91,769.  After setting aside a reserve for 
revolving cash of $4,000, the Assigned Balance is estimated to be $184,050 and is for use by this 
fund only as it is fee based.      
 
 
Fund 13 – Cafeteria 
This fund accumulates all of the revenue and expenses related to the lunch program.  For this 
year there is no change in the price charged to students and meals continued to be prepared by 
Revolution Foods.  Nutritional snacks are purchased from a variety of vendors.  Our lunch 
program is going through the CDE Administrative Review process this year (extensive audit). 
 
At 2nd Interim revenue and expenses have been reduced now that we have better estimates 
through year end.  This program continues to struggle with extremely low participation during 
this COVID19 pandemic.  State law does not allow reduction of this class of staff for this year 
and our two cafeteria personnel continue to work and encourage families to do the drive through 
and get lunch for their students.  The district has increased the contribution to this fund by 
$15,000 for a total of $65,000 for the current year to support this fund’s operations.  This 
contribution is for this year only and will be reduced in subsequent years.  The actual beginning 
fund balance is $7,789 for the 2020-21 fiscal year.  The revenue over expenditures is estimated 
to be $3,046.  After setting aside a reserve for revolving cash of $4,000, and for inventory of 
$457, the Restricted Balance is estimated to be $6,378.      
 
 
Fund 14 – Deferred Maintenance 
This district was awarded an Extreme Hardship Grant originating in 2007-08, please see Exhibit 
D for details.  In 2018-19 California Solar Initiative funds ($145,000) received during the past 
five years from the installation of the solar panels during the summer of 2011, were transferred 
from the sites to this fund in order to maintain the solar panels and their safe operation.  Due to 
LCFF, these funds are now included in that calculation and the district is responsible for 
transferring revenue to this fund based on site needs.  Projects are identified and vetted by the 
Superintendent and Site Administrators.  This list of projects is approved by the board annually 
resulting in these funds being committed.  Currently I show a revenue transfer from Fund 01 in 
the amount of $50,000.  There were no updates at 1st Interim as projects for the summer of 2020 
were postponed due to COVID19.  Interest was reduced  at 2nd Interim and expenses increased 
slightly for HVAC as we work to maintain these units for student return.  There may be a new 
list coming in March of 2021 depending on the pandemic status.  The ending balance of 
$298,914 is Committed. 
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Fund 17 – Special Reserve for Other than Capital Outlay Projects  
This is the fund we transferred $330,807 of 2008-09 Basic Aid Supplement funding to.  
Beginning that year the state budget deteriorated at an alarming pace and during the toughest 
years Basic Aid Supplement funds were transferred to each site directly from the general fund in 
order to maintain educational programs.  For 2011-12 and 2012-13 the amounts of Basic Aid 
Supplement funds this district received were spent on one-time expenses, such as advertising.  In 
2013-14 a 5% salary increase was negotiated and in order to fund 50% of this additional cost, 
BAS funds were transferred to all schools, the AB After School Program, and the Cafeteria 
Program from Fund 01.  In 2013-14 we transferred out $200,000 of these funds to Fund 20 to 
reserve them for Postemployment Benefits.   The beginning fund balance for 2020-21 is 
$308,278 and is currently estimating interest revenue in the amount of $4,000 will be added 
during this fiscal year.   The projected ending fund balance for 2020-21 is $312,278.  This 
amount is Assigned based on GASB54 for use as necessary due to the volatile state revenue and 
funding for schools.  This is the fund cash is borrowed from first if needed throughout the year.   
 
 
 
Fund 20 – Special Reserve for Postemployment Benefits  
In June, 2004, the Government Accounting Standards Board (GASB) issued its final accrual 
accounting standards for retiree healthcare benefits (OPEB).  These standards state school 
districts must disclose this liability in their annual financial statements (audit report).  This 
standard is called GASB Statement #45.  Our THTA Contract offered teachers an early 
retirement plan where they could select either healthcare benefits or a cash buy-out.   In July of 
2011 an actuarial valuation of our OPEB, which is just the cost for medical benefits for retirees, 
indicated that our liability was over $760,000.  In July of 2014 an updated actuarial study 
increased our liability to over $900,000.  Use of this fund and the actual movement of money 
into it is substantiation of the district’s effort to set aside and fund this liability in accordance 
with GASB 45 and in 2013-14 the board approved transferring funds from Fund 17 and an 
amount reserved from Fund 01 to this fund for postemployment benefits.  A change in contract 
language in April, 2016, no longer offering district paid healthcare benefits as part of the early 
retirement program for teachers, left the only option available as cash paid in equal payments 
annually for three years.  This change resulted in a new actuarial study which decreased our 
estimated OPEB liability to just over $74,000 which is the estimated liability for one retired 
superintendent, this is now called GASB75.  A 2019-20 actuarial valuation states the liability is 
now $93,363.  There is now a GASB Statement #73 that came into effect last year which will 
require us to report a liability for our cash buy-out program which is considered a pension.  A 
new actuarial valuation was completed for the 19-20 audit.  This new actuarial valuation 
indicates our liability is currently over $1,063,969.  In 2018-19 this district transferred $200,000 
into this fund from the general fund.  In 2019-20 there was a transfer made for $150,000 into this 
fund from the general fund.  A plan to fully fund this liability is in progress.  For 2020-21 there 
are 3 retired teachers and 1 retired principal receiving CRSP and to cover these cost $42,927 will 
be transferred to the 2 schools this pertains to.  The ending Assigned fund balance is currently 
estimated to be $756,206.  
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Fund 21 – Building (Bond) Fund 
This fund is used to record the revenue from the sale of bonds and construction expenses based 
on the Measure M approved project list.  In March of 2011 bonds were sold and after paying off 
the Zions Bank capital lease, $2,047,108 was deposited into this fund.  In 2010-11 and 2011-12 a 
large percentage of funds were spent on the solar project, modular project at THCMS, MUR 
upgrades at THCMS including a lighting and sound system, and energy efficient lighting in the 
THCMS Gym and in the AB MUR.  In 2012-13 and 2013-14 the Orchard View Portable project 
and the District Technology Infrastructure project (Structured Cable Plan) were completed.  
Currently there are no budgeted expenses and the only revenue budgeted is for interest in the 
amount of $2,300.  The beginning fund balance for this fund is $156,427 and after adding 
budgeted revenue we are left with an Assigned ending balance of $158,727.  These funds can 
only be used for Measure M approved projects. 
 
 
 
Fund 25 – Capital Facilities Fund  
This fund is used to collect the revenue generated through developer fees.  This fund’s budget 
was not updated at 1st Interim and is updated for 2nd Interim to increase revenue (developer fees) 
and decrease interest.  This fund pays the District’s portion of the cost of the bus facility operated 
by the West County Transportation JPA. The annual payment for that facility will be about 
$9,000 and a small amount for construction of $6,800 is included to match the expected revenue 
of $15,800.  The estimated Restricted ending fund balance is $31,723.    
 
 
  
Fund 40 – Special Reserve for Capital Projects 
This fund is used to accumulate funds to be used for capital improvements or equipment 
purchases.  The budget has only 1 update this year to reduce interest.  The fund balance is 
projected to be approximately $107,852 at the end of the fiscal year and this balance is Assigned 
and will only be used for site or building improvements or equipment individually costing over 
$5,000.  
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SCOE BIZ 
Business Services 
Bulletin No.  21-12 
February 2, 2021 

To: District and Charter Business Services 
From: Sarah Lampenfeld, Director External Fiscal Services 
Subject: 2020-21 Second Interim guidance and the Governor’s 2021-22 Budget Proposal 

The purpose of this letter is to review the process for the Interim Reports. The financial reporting 
periods and requested forms are due as listed below. Please plan your work around these deadlines: 

Interim Report period   Reporting Dates covered Due to SCOE 
1st Interim July 1 through October 31 December 15 
2nd Interim July 1 through January 31  March 15 
3rd Interim*  July 1 through April 30 (Year End Projection)  June 1 

*Only applicable to districts that had either a Qualified or Negative certification at 2nd Interim.

Governor’s Proposed Budget 
On January 8, 2021, the Governor released his proposed State Budget for the upcoming 2021-2022 
fiscal year.  Governor Newson’s State Budget focused on the impacts related to the COVID-19 
pandemic along with a push to safely reopen schools. Some of the major 2021-22 budget 
components include: 

● $2 billon for in-person instruction grants related to 2020-21
● 3.84% compounded COLA, applied to LCFF base grant in 2021-22 and 1.5% COLA for

other programs
● $7.3 billion to pay down most deferrals in 2021-22 – eliminating the on-going deferrals

scheduled for February 2022 through May 2022
● $4.6 billion for expanded instructional time
● $300 million for Special Education Early Intervention Grant
● $450 million for training, support and expansion to TK, Kindergarten and childcare
● $725 million for various programs related to student wellness and mental health
● $315.3 million to support educator professional learning and teacher effectiveness

Important to note, the Governor’s budget proposal does not reflect any federal COVID-19 stimulus 
funding approved in December 2020.  Plus, the proposal includes $3 billion in deposits into the 
education rainy day fund for 2020-21 and 2021-22 since all four conditions of Proposition 2 would 
be met. The proposed deposits would trigger the cap on district reserves for the 2022-23 fiscal 
year. Basic aid and districts with fewer than 2,501 ADA are exempt from the reserve cap. Deferrals 
for 2020-21 remain in place, while deferrals in 2021-22 are for June 2022 only.  

Guidelines and Common Message ~ Please read this document when it becomes available as it has 
additional information and is a great resource. The document will be forwarded to you as soon as it 
is received. It is expected mid-February.  Please use the guidance provided in the Common Message, 
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once available in conjunction with this 2020-21 SCOE Biz Bulletin when finalizing your LEA 2020-21 
Second Interim Report.  

The following are SCOE guidelines: 

 Dartboard
 Use the School Services of California (SSC) School District and Charter School

Financial Projection Dartboard 2021-22 Governor’s Budget for economic planning
factors.

 Cost of Living Adjustment for 2nd Interim MYP
 Per the SSC Dartboard, COLA planning factors

COLA percentages 2020-21 2021-22 2022-23 

DOF Estimated Funded COLA** 0.00% 3.84% 2.98% 

SSC Estimated Statutory COLA** 0.00% 3.84% 1.28% 

 The 2020-21 statutory cost-of-living adjustment (COLA) is 2.31%, but not funded!
The funded COLA for 2021-22 fiscal year is derived from 2020-21’s rate of 2.31% plus
the estimated increase of 1.5%.  Note that 2020-21 fiscal year’s rates have not
changed.

 In 2022-23, the planning COLA between DOF and SSC differs by 1.7%. Due to the
disparity, it’s important for each LEA to evaluate their fiscal health in comparison to
the proposed COLAs. LEAs will need to assess the risk in using the higher COLA.
LEAs with low reserves, declining enrollment, or other economic pressures may opt
to use the lower COLA or assign the difference their fund balance in the event the
Governor’s projections turn out to be overly optimistic.  Please include information
about which rate the LEA has chosen in your assumptions or narrative. Creating an
assignment in the reserve balance for COLA changes may also be prudent.

 Please use the most recent version of the LCFF Calculator that is available on the
Fiscal Crisis and Management Assistance Team web page at www.FCMAT.org.

 Instructions to use the LCFF Calculator have been incorporated into the
tool. Navigation instructions can be found on the ‘Navigation’ tab.

 Caveats tab: Per the 2020-21 State Budget, 2020-21 ADA will be
based on reported 2019-20 ADA. The calculator has been updated
with a formula to reference 2019-20 ADA where appropriate. The
school district prior year guarantee for charter shift has been
predefined to 0.00 ADA. Details on applying the 2021-22 adjustment
is still to be determined. LEAs funded on the prior year guarantee in
2019-20 may experience a funding decrease under the ADA hold
harmless provision.

 STRS Employer rates for 2021-22 and 2021-22
 If using the rates on the SSC Dartboard, please be aware of your LEAs fiscal tolerance

for change. These rates are estimates and most likely will change between now and
the final adoption of the State budget.
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Other items to consider: 

 MYP advice: MYPs are predicated on assumptions, and those assumptions are expected to
change. Anchor assumptions on reasonable estimates and communicate with stakeholders.
Document thoroughly with assumptions and a narrative for your stakeholders.

 One-Time Federal COVID/CARES Act Funding
 Remember that Federal CARES Act funding is one-time in nature and should not be

budgeted in the subsequent years of the MYP
 A second round of ESSER funds was approved by Congress in December.

The funding will be disbursed to LEAs based on Title I allocations.  While
official details have not yet been released, LEAs should anticipate that the
ESSER II funds will not in disbursed until the 2021-22 fiscal year.

 Plan expenditures according to spending deadlines and incorporate into cash flow
and MYP appropriately

 Utilize the reporting cycle information to update and keep budget accurate

 Routine Restricted Maintenance Account: Beginning in 2020-21, CDE has stated that ALL
districts must comply with the minimum 3% contribution unless exempt due to district size.

 Senate Bill 820 amended the definition of General Fund expenditures for the purpose
of calculating the RRMA contribution by excluding the following: STRS on-behalf
(Resource 7690) and CARES Act expenditures in Resources Codes 3210, 3215, 3220
and 7420.

 LCFF Budget/LCAP: In 2020-21, the LCAP was replaced with the Learning Continuity and
Attendance Plan however, the requirement to complete an LCAP returns for the 2021-22
fiscal year.  LEAs will be required to use the three-year LCAP template adopted by the State
Board of Education in January 2021.

 Expanded Transitional Kindergarten: Legislation allows for LEAs to enroll students who
turn 5 after December 2nd in a Transitional Kindergarten (TK) program at the start of the
school year… sometimes called Expanded TK or ETK.   These ETK students should:

 NOT be included in the Unduplicated Pupil Count Percentage.
 NOT claim ADA for these students until these students turn 5 years old.

 LCFF Calculator ~ Enrollment and unduplicated pupils counts used in the LCFF Calculator
should exclude ETK students.

 Mandate Block Grant ~ Resource 0000, object 8550
 For 2020-21, the mandate block grant (MBG) rates are estimated to be:

~ School districts will receive approximately $32.66 per ADA for grades K-8; $62.87
per ADA for grades 9-12.
~ Charter schools will receive approximately $17.11 per ADA for grades K-8; $47.57
per ADA for grades 9-12.

 Instructional Materials:
 Budgets and multi-year projections should consider the costs associated with

instructional material adoptions.
 For more detailed information go to:
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http://www.cde.ca.gov/ci/cr/cf/  and click on “Instructional Materials Frequently 
Asked Questions” for direct responses to realistic/practical questions.  

 Basic Aid Supplemental Funding (BAS):
For districts that sponsor charter schools and receive BAS funding, please be aware this
funding has been capped at the sponsoring district’s in-lieu of property tax transfer amount
related to non-resident charter school students and that the fluctuation in funding from one
year to the next can be significant due to:  the funding status of the district of residence (LCFF
vs. Basic Aid), the number of non-resident charter school students, and other factors.  Each
district is uniquely sensitive to possible changes to their BAS funding.

Due to volatility in property taxes to school districts and continued complicated formulas for
qualification and funding amounts, the County recommends basic aid supplemental funding
only be used for one-time purposes.

 Basic Aid/Community Funded:
 Complete and accurate ADA and property tax information is not available until all

taxes have been collected and deposited in July of each year. P-1 estimates for 2020-
21 were reported in November 2020 and updated P-2 estimates will be distributed
and reported by April 15, 2021.

 Minimum State Aid ~ Under LCFF, basic aid districts will receive minimum state aid
(hold harmless funding) of no less than the amount received in 2012-13, which
represents their categorical allocation net of 8.92% fair share reduction.

 Education Protection Account (EPA) ~ All districts are guaranteed a minimum of $200
per ADA of EPA funding.

 RDA Residual (8047 RDAX) ~ Basic Aid/Excess Tax school districts should not budget
more than 50% of their prior full year RDA Residual (8047 – RDAX) tax revenues.

 RDA asset liquidation (8047-LQID) ~ Tax revenues should only be budgeted upon
receipt.

 District of Choice (DOC) funding ~ The Enacted Budget extended the DOC program to
July 01, 2023. However, there are significant changes to the program, such as:
registration of the program with the State Superintendent of Public Instruction (SPI)
and notifying the County Office of Education of new participation or discontinuance
in the DOC funding program; required public disclosures; and reduced funding, to
name a few. Annually, districts that elect to be in the program must register with the
SPI. For a school district of choice that is a basic aid school district, the
apportionment funding for applicable ADA shall be 25% (reduced from 70%) of the
school district LCFF base grant that would have been apportioned to the school
district of residence. This was effective beginning the 2017-18 fiscal year. See Ed
Code 48301 through 48317.

 Basic aid districts are subject to the Local Control and Accountability Plan (LCAP) and
Supplemental and Concentration Grant regulations under LCFF.

 K-3 Grade Span Adjustment (GSA):
School districts must maintain an average K-3 class size of 24 by school site unless a 
collectively bargained alternative to the statutory requirements have been agreed upon. 
If an annual audit of a school district finds the district out of compliance, the CDE will 
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retroactively reduce the district’s funding.  There is no waiver process.  Please review 
actual 2020-21 enrollment by school site now that the school year has begun.  Actual 
amounts may be different than what you anticipated in the preparation of your adopted 
budget.  

 Form AB 2756 Reporting Requirements:
Please be reminded that Education Code Sections 42127 and 42127.6 require districts to 
submit to the County Office any studies, reports, evaluations, or audits done of the 
district that contain evidence that the district is showing fiscal distress. The AB2756 
Reporting Requirement form is used to communicate such work and should be 
completed by all LEAs and then returned to SCOE with all interim financial reporting. 
The form is available at http://www.scoe.org/pub/htdocs/fiscal-forms.html 

 STRS On Behalf Contribution ~ Resource 7690:
Districts should adjust their 2020-21 budget to reflect a STRS On-Behalf pension 
contribution. An estimate similar to 2019-20 actuals may be utilized or 2020-21 
estimates provided in the Year-End Close Manual. This will aid with account analysis and 
ensure the Special Ed MOE and other reporting requirements reflect this information 
consistently from year to year going forward. At the end of the year, a journal entry will 
be prepared to record actual STRS on-behalf costs when actual data is known.   

 Cash Flow Report:
 Please notify SCOE immediately if you do not anticipate having sufficient cash.
 Please note: Cash in all funds must be positive at June 30, 2021.
 Education Code Section 42603 allows LEAs to borrow between funds temporarily.

There are limitations which are noted below:
o No more than 85% of the money held in any fund during the current fiscal

year may be transferred.
o The funds must be repaid by June 30th of the current fiscal year if the transfer

was completed prior to the last 120 days of the fiscal year.
o If the funds were transferred within the last 120 days of the fiscal year,

repayment of the funds must be made prior to June 30th in the subsequent
fiscal year.

o If borrowing from Fund 21, does your bond agreement allow it?
 Does your LEA need a TRAN to cover cash for April, May & June? Notify SCOE!
 Changes in property valuations can affect the cash flow of property taxes.
 RDA residual (RDAX) tax revenues for 2020-21 are unknown and uncertain.
 RDA asset liquidation (LIQD) tax revenue is considered one-time revenue and should

not be budgeted.
 Cash flow related to funding can be found at:

o Principal Apportionment:
 Go to:  http://www.cde.ca.gov/fg/aa/pa/index.asp

 To get monthly payment schedule, click on Payment
Schedule Summary - LEA detail on the following website:
https://www.cde.ca.gov/fg/aa/pa/pa1819.asp

o Categorical funding:
 Estimated cash flow schedules (prepared monthly), reporting

deadlines and a list program funding by name is available from this
site. Go to:   https://www.cde.ca.gov/fg/aa/ca/estcashflow.asp
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o Education Protection Account (EPA) Apportionment:
 EPA funding uses Resource 1400, Object 8012 and will be received

quarterly.
 Go to:  https://www.cde.ca.gov/fg/aa/pa/epa1819.asp

 A Cash Flow report template may be found on the SCOE website at
http://www.scoe.org/pub/htdocs/fiscal-forms.html  along with the multi-year projection
worksheet. Also accepted are either the SACS software version or the district’s own
version.

Forms to Submit with your Interim Report 
The full Interim Report software package, including the cash flow and MYP, should be submitted to 
your SCOE Advisor by e-mail (dat file) and in hard copy.  The following information/forms are 
requested.   

LCFF Calculator – FCMAT Calculator 
o Use the FCMAT Calculator 21.2 version or newer, if available.  It can be found at

www.fcmat.org Please provide an electronic copy and the following tabs of the 
calculator in hard copy that were presented to the board 

Balancing Spreadsheet ~ Due to the change to the LCFF funding model, there is presently 
no mechanism or technical review check (TRC) in the SACS2021ALL software which assesses 
State revenue.  SCOE created a Balancing Spreadsheet that will assist in determining if your 
SACS2021ALL LCFF revenue sources tie with your LCFF Calculator, Escape, and Multi-year 
projection. The document can be found at http://www.scoe.org/pub/htdocs/fiscal-
forms.html 
Combined District and Charter School Enrollment and ADA Data  

o A sample worksheet template can be found at 
http://www.scoe.org/pub/htdocs/fiscal-forms.html and is called LCFF enrollment 
ADA. 

Cash Flow Statement (SACS form, SCOE’s template, or district’s own form), include 
assumptions! 
Multi-Year Projection Worksheet with narrative/justifications/assumptions (SACS software 
form, SCOE’s template, or district’s own form). The MYP must report unrestricted, restricted 
and combined totals. 
District Narrative and budget assumptions, as submitted to your Board 
District Narrative of Special Funds, if not included in the items above 
AB2756 Reporting Requirements form, found at http://www.scoe.org/pub/htdocs/fiscal-
forms.html  
Interim SACS forms:  
o Certification Page, original signature
o General Fund Summary - Combined Unrestricted/Restricted Report
o General Fund Unrestricted Report
o General Fund Restricted Report
o Other Funds – Two-page Summary
o Form A – ADA worksheet
o Form CS – Criteria and Standards Summary Review – completed in full, with explanations
o Technical Review Check (Exceptions only)
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SSC School District and Charter School Financial Projection Dartboard 
2021–22 Governor’s Budget 

This version of School Services of California Inc.’s (SSC) Financial Projection Dartboard is based on the 2021–22 
Governor’s Budget proposal. We have updated the cost-of-living adjustment (COLA), Consumer Price Index (CPI), 
and  ten-year T-bill planning factors per the latest economic forecasts. We have also updated the Local Control 
Funding Formula (LCFF) factors. We rely on various state agencies and outside sources in developing these factors, 
but we assume responsibility for them with the understanding that they are general guidelines. 

LCFF PLANNING FACTORS 
Factor 2020–21 2021–22 2022–23 2023–24 2024–25 

Department of Finance (DOF) Estimated Statutory 
COLA 2.31% 1.50%1 2.98% 3.05% N/A 

DOF Estimated Funded COLA 0.00% 3.84%2 2.98% 3.05% N/A 
SSC Estimated Statutory COLA3 0.00% 3.84% 1.28% 1.61% 1.90% 

LCFF GRADE SPAN FACTORS FOR 2021–22 
Entitlement Factors per ADA* K–3 4–6 7–8 9–12 

2020–21 Base Grants $7,702 $7,818 $8,050 $9,329 
Compounded COLA at 3.84% $296 $300 $309 $358 
2021–22 Base Grants $7,998 $8,118 $8,359 $9,687 
Grade Span Adjustment Factors 10.4% − − 2.6% 
Grade Span Adjustment Amounts $832 − − $252 
2021–22 Adjusted Base Grants4 $8,830 $8,118 $8,359 $9,939 

*Average daily attendance (ADA)

OTHER PLANNING FACTORS 
Factors 2020–21 2021–22 2022–23 2023–24 2024–25 

California CPI 1.44% 1.57% 1.82% 2.12% 2.40% 

California Lottery Unrestricted per ADA $150 $150 $150 $150 $150 
Restricted per ADA $49 $49 $49 $49 $49 

Mandate Block Grant 
(District) 

Grades K–8 per ADA $32.18 $32.66 $33.08 $33.61 $34.25 
Grades 9–12 per ADA $61.94 $62.87 $63.67 $64.70 $65.93 

Mandate Block Grant 
(Charter) 

Grades K–8 per ADA $16.86 $17.11 $17.33 $17.61 $17.94 
Grades 9–12 per ADA $46.87 $47.57 $48.18 $48.96 $49.89 

Interest Rate for Ten-Year Treasuries 0.98% 1.48% 1.65% 1.90% 2.10% 
CalSTRS Employer Rate5 16.15% 15.92% 18.00% 18.00% 18.00% 
CalPERS Employer Rate5 20.70% 23.00% 26.30% 27.30% 27.80% 

STATE MINIMUM RESERVE REQUIREMENTS 
Reserve Requirement District ADA Range 

The greater of 5% or $71,000 0 to 300 
The greater of 4% or $71,000 301 to 1,000 

3% 1,001 to 30,000 
2% 30,001 to 400,000 
1% 400,001 and higher 

1Applies to Special Education, Child Nutrition, Preschool, Foster Youth, American Indian Education Centers/American Indian Early Childhood 
Education, and Mandate Block Grant. 
2Amount represents the 2020–21 unfunded statutory COLA of 2.31% compounded with the 2021–22 estimated statutory COLA of 1.50%. 
3Estimated Statutory COLAs in 2022-23 and beyond are estimated using an independent economist and represent an alternative more closely 
aligned with the changes in consumer price index. 
4Additional funding is provided for students who are designated as eligible for free or reduced-price meals, foster youth, and English language 
learners. A 20% augmentation is provided for each eligible student with an additional 50% for each eligible student beyond the 55% 
identification rate threshold. 
5California State Teachers’ Retirement System (CalSTRS) and California Public Employees’ Retirement System (CalPERS) rates in 2020–21 
and 2021–22 were bought down by a $2.3 billion payment from state of California. Rates in the following years are subject to change based on 
determination by the respective governing boards. 
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Planning Factors for 2020-21 and MYPs 

Key planning factors for LEAs to incorporate into their 2020-21 second interim reporting and 

multiyear projections are listed below and are based on the latest information available.  

Planning Factor 2020-21 2021-22 2022-23 

Statutory COLA 

COLA Suspension 

Funded LCFF COLA 

2.31% 

-2.31% 

0% 

1.50% 

0.00% 

3.84% 

2.98% 

0.00% 

2.98% 

STRS Employer Rates (Approximate) 16.15% 15.92% 18.00% 

PERS Employer Rates (Approximate) 20.70% 23.00% 26.30% 

Lottery – Unrestricted per ADA $150 $150 $150 

Lottery – Prop. 20 per ADA $49 $49 $49 

Mandated Block Grant for Districts 

K-8 per ADA 

9-12 per ADA  

$32.18 

$61.94 

$32.66 

$62.87 

$33.63 

$64.74 

Mandated Block Grant for Charters 

K-8 per ADA 

9-12 per ADA  

$16.86 

$46.87 

$17.11 

$47.57 

$17.62 

$48.99 

State Preschool (CSPP) Part-Day Daily Reimbursement 

Rate  

$30.87 $31.34 $32.26 

State Preschool (CSPP) Full-Day Daily Reimbursement 

Rate  

$49.85 $50.60 $52.11 

General Child Care (CCTR) Daily Reimbursement Rate $49.54 $50.29 $51.78 

Routine Restricted Maintenance Account 

(Flexibility for calculation to exclude STRS and PERS 

on behalf payments, ESSER and LLMF Funds from 

calculation) 

3% 3% 3% 
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Aug Sep Jul 

Apportionment Deferrals 

2020/21 

Oct 

Estimate as of Second Interim

$11 billion deferred from  

FY 2020/21 to FY 2021/22

Governor’s January 2021 Budget Proposal 

reduces the new deferrals in 2021/22 down to

only one deferral: June 2022 to July 2022 

$1.54B or 53% February to November 2021  

$2.38B or 100% June to July 2021 

2021/22 

Apr May Jun Nov Dec Jan Feb Mar 

$2.38B or 82% March to October 2021  

Aug Sep Jul Oct Nov Dec Jan 

$2.38B  or 82% April to Sept 2021  

$2.38B or 82% May to Aug 2021

Deferral estimates are subject to change 
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FISCAL REPORT

The Case for COLA Caution

Rest assured that when we published our 2021–22 Governor’s Budget Dartboard with our out-year cost-of-
living-adjustment (COLA) estimates that are lower than those of the Department of Finance (DOF), we were
cognizant of the impact it would have on our K–12 and community college clients, which are in the throes of
budget development and multiyear projections (MYP). Publishing alternative estimates is not something we
do regularly nor without great and careful deliberation.

Since the publication of our Dartboard, we have received many inquiries about our COLA estimates and why
they are signi�cantly di�erent from DOF’s o�cial out-year estimates. We know these questions come to us
from public education agencies that not only need to meet their Assembly Bill 1200 obligations demonstrating
�scal soundness, but that are also in the midst of (or anticipate imminent) negotiations with their local labor
partners. So, “getting it right” is of paramount importance.

The Composition of COLA

COLAs for K–12 and community college agencies are derived from a speci�c index—the federal Implicit Price
De�ator for state and local governments—embedded in the laws for K–14 general apportionments. The index
is comprised of a basket of goods and services consumed by local and state government entities across the
nation, adjusted annually (up or down) to re�ect their aggregate costs. The idea, of course, is to maintain the
purchasing power of public dollars year-over-year to ensure that public agencies, such as school districts and
community colleges, can maintain the current level of educational services.

In other words, the Implicit Price De�ator is the public agency version of the better-known Consumer Price
Index (CPI). But because governments spend their resources di�erently from private citizens, it is important
to track the change in the cost of goods and services speci�cally for them.

While we use the same index the DOF uses for our out-year COLA estimates, some of our cost assumptions for
factors in the index di�er markedly from the DOF’s assumptions.

BY JOHN GRAY
BY PATTI F.  HERRERA , EDD

BY DAVE HECKLER
BY MATT PHILLIPS,  CPA Copyright 2021 School Services of California, Inc.

posted February 11, 2021
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It is no secret that state and local governments have borne a signi�cant cost burden to address and mitigate
the health and economic e�ects of COVID-19. Last May (2020), Governor Gavin Newsom warned that
California was staring down a $54 billion budget shortfall after starting o� the new year celebrating an
anticipated surplus. And California, unlike most of the nation, is lucky. While one of 50 states in the union,
California is unique. We have the Silicon Valley—home to some of the most innovative and wealthiest
companies and owners in the world. And perhaps second only to New York, California has one of the most
aggressive and progressive tax structures in the United States—meaning, we aggressively tax our highest
income earners (the “one-percenters”) the most. The combination of housing some of the world’s most
advanced technology companies and our progressive tax system has cushioned state co�ers—and by
extension, education funding—from a dreaded COVID-19 recession. Others have not been so lucky.

COLA: Recent History

Although crux of this publication unpacks the di�erences in future statutory COLA estimates, we would be
remiss if we did not acknowledge an equally important trend related to the statutory COLA. This is that the
statutory COLA does not always equate to what the state funds. Looking at the current and two prior years, the
statutory and funded COLA have been congruent only once. 2018–19 was the year of the “Super COLA”, while
2020–21 is the year of the “No COLA”. If you consider the “Catch-up COLA” in 2021–22, that will make three
out of four consecutive years in which the statutory COLA is di�erent from the funded COLA. This dynamic
creates additional risks to the assumptions public education agencies use in budget development and MYP.

COLA: The Near- and Medium-Term View 

Importantly, the Implicit Price De�ator accounts for the economic conditions of all local and state public
agencies across the nation. Nearly 60% of the index is related to the wages of local and state government
workers, while the remainder is tied to transportation and other operational costs.

Although the �nal statutory COLA will be based on actual changes in state and local government spending, the
�gures are still largely unknown. We currently have seven of eight data points needed to calculate the 2021–
22 statutory COLA, only three of eight data points for the 2022–23 statutory COLA, and none of the data
points for 2023–24.

The horizon paints a sobering picture with respect to the wages of public employees. Because of budgetary
impact of COVID-19 on public agencies, it is di�cult to imagine anything but small wage increases over the
coming years. In fact, the State of California imposed a 10% furlough on its employees last June, which has yet
to be restored even though the state’s economy and General Fund picture have rebounded beyond anyone’s
wildest dreams. Moreover, debate continues in Washington, D.C. over the need to provide local and state
governments additional stimulus funds, so their �scal recovery is anything but certain.

Similarly, with respect to non-wage costs, price increases (i.e., petroleum costs) are moderate now with
downward pressure looking into the future. For example, the surplus of commercial property vacated because
of stay-at-home orders or choices by private companies will surely drive down lease payments.
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The combination of these factors in�uences School Services of California Inc.’s COLA estimates for the
coming years and suggest nominal to moderate increases in the near and medium term. Consequently, we
urge caution on behalf of our clients.

Assess Your Risk Tolerance

Ultimately, the assumptions each public education agency uses to build its budgets and MYP depends on its
unique tolerances for risk. Agencies with healthy reserves and plans to address known cost increases, may
tolerate more risks to their budgets. However, there are factors that every agency should consider when
conducting a risk assessment. This includes student enrollment trends (namely, declining enrollment), which
will drive state apportionments, and the awareness that the recent hold harmless provisions included in the
2020 Budget Act will likely expire at the end of this �scal year to be felt most acutely in 2022–23. It also
includes rising pension obligations when similar Budget Act bene�ts to buy down employer contribution
rates fade away the same year.

If public education agencies do not properly account for these out-year cost pressures when considering
which COLA assumptions to apply, it could create very di�cult local conditions in the near and medium term.
Consequently, we counsel our clients to evaluate their out-year risks carefully to determine the COLA
assumptions they can a�ord to use.
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FISCAL REPORT

Foreshadowing the Impact of Declining Enrollment on 2022–
23: Act Now

As we travel the state helping local educational agencies (LEAs) work through complex problems, concerns
regarding stakeholder ambivalence about the looming impact of the hold harmless provision on the multiyear
projections, sta�ng and �scal solvency for declining enrollment districts is beginning to ring loud. Executive
Order N-26-20 provided average daily attendance (ADA) protection in 2019–20 by amending the calendar
used to determine the period for Second Principal Apportionment (P-2) and the Annual Apportionment (P-
Annual). In fact, both P-2 and P-Annual concluded by February 29, 2020. Education Code Section (EC §)
43502(b) requires the California Department of Education to use actual attendance reported at the 2019–20
P-2 and P-Annual reporting periods as the basis for funding in 2020–21, and this includes all programs
funded on an ADA-basis such as the Mandate Block Grant and the Lottery. Attendance for 2020–21 is not
collected by the state, so ADA protection extends to 2021–22, as seen in the �gure below.

BY JOHN GRAY
BY ROBERT MCENTIRE, EDD Copyright 2021 School Services of California, Inc.

posted November 6, 2020
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While the Executive Order provided a brief respite for ADA, it did nothing for the other major component of
the Local Control Funding Formula (LCFF) calculation—the unduplicated pupil percentage (UPP). Under
normal circumstances, the UPP population is collected through direct certi�cation at the county level,
completion of qualifying free or reduced-price meals (FRPM) applications, or an income veri�cation form. In
an e�ort to address food insecurity, the USDA has extended the fully funded summer feeding programs for
LEAs that qualify, thereby removing any incentive for families to complete the FRPM application. This leaves
LEAs with the daunting task of collecting income veri�cation forms for which there is no direct bene�t to
families for completing, only the promise for more classroom funding, when students are learning from
home. The UPP number used in the LCFF calculation includes data for three years, so the impact from this
year will be muted some, but will a�ect funding for the neediest students in the state for the next three years.

LEAs with declining enrollment will bene�t from having their ADA held harmless for 2020–21 and 2021–22,
but could see a substantial reduction in funding due to the reality that families are just refusing to submit
income veri�cation forms resulting in a lower UPP. Compounding matters further, the hold harmless has
created the perception that “everything is okay,” for many stakeholders while most LEAs are in declining
enrollment. Districts that are experiencing ongoing declining enrollment will have to address the cumulative
impact of two or more years of decline in 2022–23. Despite the ADA hold harmless, we recommend that
districts take the necessary steps to align sta�ng and expenditures to the number of students being served
during the 2021–22 �scal year and not based on a hold harmless.  
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2nd Interim 2020-21          EXHIBIT C       LCFF 

LCFF Key Words and Phrases 
   ADA by grade span: Grade spans are K-3, 4-6, 7-8, 9-12.  Funding is different for each grade 
         span.   
   Annual COLA: Cost of Living Adjustment based on inflation.  COLA is added to the Target 
         Entitlement which means schools do not receive the full COLA annually but a percentage 
         based on the gap funding.  Now that Gap funding is 100%, the full COLA is added to the 

Target. 
   Gap funding: The gap funding percentage was updated in 2018-19 to 100%, this is full funding 

two years earlier than estimated, Governor Brown’s tribute to education as he left office.   
Schools received Gap funding for the last time in 2018-19 to get them to their Target 
Entitlement.  In previous years this Gap funding would vary dramatically based on a 
LEA’s risk tolerance.  The more uncertain a LEA is of the variables used in calculating 
LCFF, such as the stability of its unduplicated pupil count or grade span ADA estimations, 
the lower the risk tolerance.  LEAs with low risk tolerance, minimal reserves, or significant 
gap funding amounts (difference between “floor” and “target”) would use more 
conservative gap funding percentages such as those incorporated in School Services of 
California (SSC) LCFF Simulator.  Those LEAs with small gap funding amounts were able 
to use gap funding percentages up to the Department of Finance (DOF) estimates. 

 Target Entitlement:  Amount at full funding. 
   Unduplicated pupil count: Number of students receiving free and reduced lunch.  Number of 

students considered English Learners (EL).  Number of foster youth.  If a student is EL and 
receives free lunch, they are only counted once. 

   Grade Span Adjustments: Grade span K-3 and grade span 9-12 receive additional funding and 
this funding is treated similarly to the COLA as they are added to the Target Entitlement.  
This replaces class size reduction. 

    Base Grant:  Base funding per grade span based on 12-13 funding plus additional funding each 
year to bridge the gap between current funding levels and the LCFF Target Entitlement. 

    Supplemental Grant: Additional funding received based on the unduplicated pupil count.  The 
supplemental grant is equal to 20% of the adjusted grade span base grant multiplied by the 
unduplicated pupil percentage. 

0.00

Supplemental & 
Concentration

Necessa
ry 

Small  

Scool

Base Grant

Grade Span Adjustment

Supplemental Grant 

Concentration Grant*

Targeted Instructional Improvement Block Grant

Home-to-School Transportation

Adjusted 
Base Grant

Add-ons12-13 
Award Level

Unduplicated Pupil Count
English Learners
Low Income
Foster Youth

Average 
Daily 

Attendance

0%

0%

$-

$-

$-

TOTAL TARGET LCFF:

*Unduplicated Pupil Percentage must be above 55% to receive
Concentration Grant funding

$-
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Fund 14 – Deferred Maintenance 
This fund was created by the State to accumulate revenue they gave districts for deferred maintenance projects 
that were identified on the District’s Five Year Deferred Maintenance Plan.  Due to the state budget crisis in 
2007-08, the state eliminated the local match requirement for a five-year period, 2008-09 through 2012-13.   The 
local match required districts to transfer the same amount of money the state gave the district annually.  LCFF 
now includes an amount for basic deferred maintenance, $292,695, and districts are allowed to transfer this 
amount to Fund 14 and the board has committed these funds for deferred maintenance.  The LCAP shows as 
goal number two: “To create and sustain a safe, supportive, and respectful environment for students, teachers, 
staff, and parents.”  This includes maintaining clean and safe buildings and grounds.   

Extreme Hardship Grant details: 
This district was awarded an Extreme Hardship Grant of over one million dollars in 2007-08. Due to the state 
budget crisis, the state could not pay this to the district in one lump sum so they split it up and paid the district in 
5 equal payments of $261,346 each, one payment a year for 5 years.  These funds were used as received, to 
maintain our facilities based on a very specific board approved project list.  Info by year: 

Year 1) Our first payment of $261,346 was received in June of 2009 and a large portion of this payment was 
used for the Apple Blossom roofing project which was completed in September, 2009.   

Year 2) In December of 2009 we received payment number 2.  Projects for that year included replacing the 
Creekside portables and revamping the upper blacktop area at Apple Blossom by adding parking.  Projects also 
included upgrading the access road for the new parking area, remodeling the district office, and installing a 
phone system at SunRidge.   

Year 3) In January of 2011 we received payment number 3.  Projects for this year included an easement road at 
the bottom field at Apple Blossom, new playground equipment in the upper play area at Apple Blossom, and 
new blacktop at Twin Hills Charter Middle School.  Other projects completed include new flooring for the new 
MUR at Twin Hills CMS and painting the gym inside and out.     

Year 4) In late November of 2011 we received our fourth payment.  These funds have been used for the eating 
area under the solar array at Apple Blossom’s upper play area, staff room roof repair, play area striping and 
equipment installation, and a few other small projects.  During the summer of 2013 the Apple Blossom main 
parking lot was repaired and resurfaced, ramps and sidewalks at Apple Blossom were repaired/replaced, an 
emergency supply shed was built, and windows in the Twin Hills CMS gym were replaced and motorized. 

Year 5) In March of 2013 we received the final payment.  These funds were spent for reroofing the back wings, 
the computer lab, and the staff room at Apple Blossom.  Twin Hills CMS had an intercom, bell and clock 
system installed as well as new flooring in some classrooms.   

In 2015-16 we spent the balance of these funds on a new half basketball court at Twin Hills CMS, repairs to 
fields, new flooring and HVAC repair/replacement.  The final year (2012-13) we received funding is the year 
the state is using to calculate our LCFF Floor for Apple Blossom and the District so it increased the amount of 
funds we receive permanently.  In 2015-16 and 2016-17 we transferred $150,000 into this fund from Fund 01 
and Fund 03 unrestricted.  In 2017-18 and 2018-19 we transferred $100,000 from Fund 01 and in 2019-20 
transferred $150,000 and planned on continuing with this amount but due to the current zero COLA for this 
year, we cannot afford this and have reduced this transfer to $50,000. Continuing to keep our campuses safe and 
maintained properly is a district priority.   
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