
Fresno Unified School District 

Board Agenda Item 

Board Meeting Date: December 11, 2019 

AGENDA SECTION: B 
(A - Consent, B - Discussion, C - Receive, Recognize/Present) 

ACTION REQUESTED: Approve 
(Adopt, Approve, Discuss, Receive, etc.) 

AGENDA ITEM B-24 

TITLE AND SUBJECT: Approve the 2019/20 First Interim Financial Report with a Positive Certification 

ITEM DESCRIPTION: California school districts are required to approve interim financial reports twice 
each fiscal year. Fresno Unified School District's 2019/20 First Interim Financial Report is presented 
for approval and reflects a positive certification of the district's financial condition. The report is based 
on the October 31, 2019 year-to-date revenue and expenditures as required by state law. The 

Superintendent recommends approval of the First Interim Financial Report for submission to the County 
Superintendent of Schools. 

FINANCIAL SUMMARY: A positive certification reflects that the district's has the projected reserve for 
2019/20 at $93.88 million exceeds the minimum required reserve for economic uncertainties (2%). 
Additionally, projections indicate and has a positive cash balance for the current year and two 
subsequent years. In addition, the support material reflects a multi-year projected budget for the 
Unrestricted General Fund and utilizes the state assumptions developed by the California County 
Superintendents Educational Services Association. 

PREPARED BY: Kim Kelstrom t{,;, {d 
CExecutive Officer, Fiscal Services 

DIVISION: Administrative Services 
PHONE NUMBER: (559) 457-6226 

SUPERINTENDENT APPROVAL: 
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 Projected  

2019/20 
Projected 

2020/21 
Projected 

2021/22 
 

Ongoing Funds:     
Revenues $808.33 $826.45 $845.95  

- Expenses, Sources/Uses $812.81 $848.80 $867.61  
- Supplemental/Concentration  

Expanded Programs 
$0.00 $0.00 $0.00  

Ongoing Net Change in Fund Balance ($4.48) ($22.35) ($21.66)  
One-Time Funds:     
Revenues $4.32 $0.00 $0.00  
-One-Time Expenses $28.51 $5.50 $0.00  
One-Time Net Change in Fund Balance ($24.19) ($5.50) $0.00  
Total Unrestricted General Fund:     
Beginning Balance $140.96 $112.29 $84.44  
Ending Balance $112.29 $84.44 $62.78  
Cash, Inventory, Prepaid Assets $1.71 $1.71 $1.71  
     
Designated Funds $11.20 $11.20 $11.20  
Reserve for One-Time Expenses and Carryover $ 5.50 $0.00 $0.00  
     
Net Unrestricted General Fund Balance: $93.88 $72.53 $49.87  
     
Change in Reserve ($4.50) ($22.35) ($21.66)  
Reserve level 8.88% 6.83% 4.71%  

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

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

   balance 
Negative  – will not meet its reserve requirement and will not have a positive cash 

   balance  
 

Fresno Unified School District has maintained a positive certification since 2006. 
However, a school district with a qualified or negative certification loses some of its 
financial autonomy; its collective bargaining agreements are subject to County Office 
scrutiny prior to board approval; and, it is prohibited from incurring specific                          
non-voter-approved financial obligations. In addition, qualified or negatively certified 
school districts must complete a Third Interim Report by June 1. 
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Fresno County Superintendent of Schools (FCSS) First Interim Memo to School 
Districts 
The FCSS provided guidance in October that outlined the assumptions school districts 
should follow while preparing their First Interim reports which includes:  

• The FCSS “continues to reinforce the need for reserves in excess of the minimum 
reserve for economic uncertainty. The required reserve for economic uncertainty 
represents only a few weeks of payroll for most districts. The Government Finance 
Officers Association recommends reserves, at minimum, equal to two months of 
average general fund operating expenditures, or about 17%.” The guidance 
includes many reasons to have more than the minimum requirement including:  
 “State and federal economic forecasts and volatility” 
 “Ending balance impact of various district enrollment scenarios” 
 “Cash flow requirements and the relationship between budgeted reserves 

and actual cash on hand” 
 “Savings for future one-time planned expenditures” 
 “Long-term unfunded liabilities” 
 “Protection against unanticipated/unbudgeted expenditures” 
 “Credit ratings and long-term borrowing costs” 
 “Impact of new legislation that may potentially result in additional 

expenditures” 
 “Prudent reserves afford districts and their governing boards time to 

thoughtfully identify and implement budget adjustments over time. 
Inadequate reserves force districts to react quickly, often causing significant 
disruption to student programs and employees” 

• Future year funded cost-of-living adjustment (COLA) remained the same as was 
presented in the adopted budget at 3.00% for 2020/21 and 2.80% for 2021/22  

• The CalSTRS employer contribution rates remained the same in 2020/21 at 
18.40% and in 2021/22 at 18.10% 

• The CalPERS employer contribution rate remained the same in 2020/21 at 22.70% 
and in 2021/22 at 24.60% 

• Cash flow payments from the state utilize the normal appropriation schedule   
 

Rationale for Positive Certification Status  
Staff recommends a positive certification status. 
 
For purposes of this memo and analysis, the assumptions utilized included the provisions 
outlined in the FCSS memo. Also included are local assumptions related to projected 
enrollment, changes in benefit rates, indirect rates, and changes in the district’s 
contribution to the Health Fund. After consideration of these factors, the Multi-Year Report 
indicates that the district will maintain its required reserve and will maintain a positive 
cash balance.  
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Current and Future Year Factors  

1. Local Control Funding Formula (LCFF) for 2019/20 
As reported in Budget Revision No. 1, LCFF for 2019/20 includes an estimated 
increase of 100 ADA equating to $1.3 million over the adopted budget and 
recognized in the First Interim. 
 

2. Federal Revenues 
As reported in the Board Communication dated July 26, 2019, Medi-Cal 
Administrative Activity (MAA) reimbursement was received for prior years totaling 
$1.5 million and is recognized as one-time revenue in the First Interim. 
 

3. Local Income 
Included in the First Interim is an increase of $1.1 million in Local Income as a 
result of three factors: increase in refunded contributions from CalSTRS of 
$800,000; dual enrollment revenue for high school students enrolled in community 
college of $100,000; and, refunds of $200,000. 
 

4. Program Savings 
Included in the First Interim are savings of $600,000 in salaries and benefits based 
on year-to-date expenditures compared to historic averages in the Unrestricted 
General Fund and in contributions to restricted programs. Staff will continue to 
monitor and will capture any savings as appropriate. 
 

5. Supplies, Services and Capital Outlay  
Included in the First Interim are savings in the area of supplies, services and capital 
outlay of approximately $1.4 million primarily in the following areas: 

o School site and department supplies   $1,000,000 
o Utilities         $400,000 

All other savings are based on year-to-date experience compared to historical 
averages. 
 

6. Board of Education Approved One-time Expenditures  
At the June 12, 2019 and October 16, 2019 Board of Education meetings, one-
time expenditures and carryover one-time funds were approved. These items total 
approximately $34.1 million. 
  
The First Interim projects $28.5. million will be expended in 2019/20 in the following 
main areas:   

o One-Time Salary     $  8.4 million 
o Textbook Adoption     $  5.7 million 
o High School Swimming Pools    $  3.8 million 
o Design Science Facility    $  3.4 million 
o Restricted Routine Maintenance   $  3.0 million 
o Early Learning Restrooms    $  0.7 million 
o Donations      $  0.7 million 
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o Portable Classrooms     $  0.6 million 
o Fitness/Weight Rooms    $  0.5 million  
o iReady Assessment Tool    $  0.5 million 
o Social Emotional Tool (DESSA)   $  0.5 million 
o Special Education Professional Learning  $  0.3 million 
o Saturday Academy Site Allocations  $  0.3 million  
o Transportation Support    $  0.1 million 

 
The remaining $16.7 million will be included as assigned fund balance in 2019/20 
as follows: 

o Future Textbook Adoption    $11.2 million 
o Design Science Facility    $  2.5 million 
o Portable Classrooms    $  1.4 million 
o Fresno High CTE Facility    $  1.0 million 
o Extended Day Carryover    $  0.6 million 

 
7. Indirect Cost Rate  

The projected additional cost of $600,000 in the indirect line item is also based on 
historic averages. For example, the district historically receives approximately 92% 
of the budgeted indirect cost rate due to grants not being completely spent by fiscal 
year end. The 2019/20 indirect cost rate is 3.91%.  
 

8. Local Control Funding Formula (LCFF) for 2020/21 and 2021/22    
The multi-year projections include LCFF funding at the levels mentioned earlier in 
the report, $20.1 million in 2020/21, and $19.4 million in 2021/22.  
 

9. Collective Bargaining Agreements 2020/21 and 2021/22 
The multi-year projections include the impacts of the three-year collective 
bargaining agreements as approved by the Board on June 27, 2019. The three 
main components impacting 2020/21 and 2021/22 are as follows: Ten additional 
designated school sites to be implemented in 2020/21; future salary increases are 
also included (with contingency language); and changes to additives (Masters, 
Doctorate, BA90). 
 

10. CalSTRS and CalPERS for 2020/21 and 2021/22 
The multi-year projections include funding employer costs for CalSTRS and 
CalPERS at the levels mentioned earlier in the report, an increase for the General 
Fund of $8.0 million in 2020/21, and an additional $800,000 in 2021/22. 
 

11. Health Contribution for 2020/21 and 2021/22  
In accordance with the current employee bargaining agreements, the district’s 
contribution to the Health Fund increased by $979 over 2018/19 to $19,348 for 
2019/20. In addition, for each active eligible employee, the district’s contribution to 
the Health Fund is estimated to increase by $547 in 2020/21, and an additional 
$522 in 2021/22, equating to $3.6 million and $3.5 million, respectively. 
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12. Workers’ Compensation for 2020/21 and 2021/22 

The multi-year projection maintains the Workers’ Compensation rate and the 
reserve level of 71% through 2021/22. 
 

13. Indirect Rate for 2020/21 and 2021/22 
The 2018/19 Unaudited Actual Financial Report projected the 2020/21 indirect rate 
at 4.02%. The multi-year projection assumes this rate through 2021/22. 
 

14. Contributions for 2020/21 and 2021/22 
Contributions for Special Education and Routine Restricted Maintenance are 
projected to increase in the multi-year by a total of $4.2 million for 2020/21, and 
$4.1 million for 2021/22.   
 

15. Other Post-Employment Benefits (OPEB)  
The multi-year projection includes a $1.5 million contribution from the Unrestricted 
General Fund for all years.  Additionally, $2.0 million is contributed from the Health 
Fund for a total of $3.5 million annually. The OPEB reserve is estimated at $54.4 
million as of June 30, 2020. 
 

Conclusion 
A summary of all budgets are reflected in the attached state report. Staff recommends 
the Board approve the 2019/20 First Interim Financial Report with a positive certification 
as presented. 
 
Attachment:  State 2019/20 First Interim Financial Report 
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