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DESCRIPTION/DISCUSSION: California school districts are required to approve interim 

financial reports twice each fiscal year. Fresno Unified School District's 2016/17 Second 
Interim Financial Report is presented for approval and reflects a positive certification of the 
district's financial condition. The report is based on the January 31, 2017 year-to-date revenue 
and expenditures as required by state law. The Interim Superintendent recommends approval of 

the Second Interim Financial Report for submission to the County Superintendent of Schools. 

Detailed information will be provided in a subsequent communication to the Board of Education 

on or before March 3, 2017. 

FINANCIAL SUMMARY: A positive certification reflects that the district has the required 
reserve for economic uncertainties (2%) 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. 
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 Projected 
2016/17

Projected 
2017/18

Projected 
2018/19 

Ongoing  Funds:       

Revenues  $696.29 $704.71 $721.96 

- Expenses, Sources/Uses  $678.75 $702.69 $719.32  

- Supplemental/Concentration Expanded Programs  $2.59 $10.50  

Ongoing Net Change in Fund Balance $17.54 ($0.57) ($7.86) 

One-Time Funds:      

Revenues    $19.70 $6.46 $3.26  
- One-Time Expenses  $39.54 $4.12 $0.00  
One-Time Net Change in Fund Balance ($19.85) $2.34 $3.26  
Total Unrestricted General Fund:      

Beginning Balance $87.17 $84.87 $86.64  

Ending Balance $84.87 $86.64 $82.04  
      
Component of the Ending Balance     

Cash, Inventory, Prepaid Assets $1.86 $1.86 $1.86  

Designated Funds $11.22 $10.00 $10.00  
Reserve for One-Time Expenses and Carryover $0.00 $0.00 $0.00  
Net Unrestricted General Fund Balance $71.79 $74.78 $70.18  

      
Change in Reserve $14.08 $2.99 ($4.60) 

Reserve level  7.89% 8.42% 7.74% 

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

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

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

 The prior guidance in July 2016 estimated the Local Control Funding Formula (LCFF) 
“gap” funding level at 54.18% for 2016/17  
Current guidance has the “gap” funding level at 55.28%  

 The prior guidance in May 2016 projected the LCFF funding level at 19.30% for 2017/18. 
Current guidance has the “gap” funding level at 23.67% 

 The prior guidance in May 2016 projected the LCFF funding level at 34.25% for 2018/19. 
Current guidance has the “gap” funding level at 34.42% 

 FCOE “continues to reinforce the need for reserves over the minimum reserve 
requirements”. The guidance includes many reasons to have more than the minimum 
requirement including:  
 “The experience of the most recent recession has clearly demonstrated the minimum 

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

 “Many LEAs have established reserve policies higher than minimum reserves 
recognizing their duty to maintain fiscal solvency.” 

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

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

 Cash flow payments will change in June 2017 to accommodate a one-time deferral of 
approximately 27% which will be paid in July 2017 

 The prior guidance in May 2016 projected the PERS employer contribution rate increases 
from 13.89% to 15.50% in 2017/18 and 17.10% in 2018/19. 
Current guidance has the PERS employer contribution rates increasing to 15.80% for 
2017/18 and 18.70% for 2018/19  

 The STRS employer contribution rate increases from 12.58% to 14.43% in 2017/18 and 
16.28% in 2018/19 

 The prior guidance in May 2016 projected the funded COLA’s of 1.1% for 2017/18.  
Current guidance has the COLA at 1.48% for 2017/18  

 The 2018/19 funded COLAs remained the same as the adopted budget at 2.4% for 2018/19   
 
Rationale for Positive Certification Status  
We recommend a positive certification status. 
 
For purposes of this memo and analysis, the assumptions utilized include the provisions outlined 
in the Fresno County Office of Education memo. Also included are local assumptions related to 
projected enrollment, change in benefit rates, indirect rates and the cost of the district collective 
bargaining agreements related to salary increases, change in district health contributions and 
increases the instructional time at additional elementary schools. After consideration of these 
factors, the Multi-Year Report indicates that the district will maintain its required reserve and will 
maintain a positive cash balance.  
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Current and Future Year Factors  
1. Local Control Funding Formula for 2016/17 

As mentioned at the February 8, 2017 Board meeting the 2016/17 Local Control Funding 
Formula (LCFF) "gap" funding level increased slightly with the Governor’s January budget 
from 54.18% to 55.28% resulting in an increase of $1 million. Additionally, the unduplicated 
count percentage increased slightly resulting in an increase of $800,000 for a total increase of 
$1.8 million. No other changes are projected at this time.  
 

2. Local Control Funding Formula for 2017/18 and 2018/19    
As mentioned at the February 8, 2017 Board meeting the multi-year LCFF projections include 
$4 million in additional revenue for 2017/18 and no additional revenue projected for the 
2018/19 year.  
 

3. Local Revenue 
As mentioned in the 2015/16 Unaudited Actuals memo, the California Department of 
Education provided new guidance on how to record e-rate revenue and expense. In prior years 
the net cost was shown. The new guidance has the actual e-rate revenue and actual expense 
recorded. The Second Interim recognizes $700,000 in additional e-rate revenue and expenses. 
Additional adjustments for e-rate expenses are discussed below. 
 
Earlier this year, the Fresno County Office of Education notified the Transportation 
department that Fresno County special education students would be transported via Fresno 
County’s contract with First Student. Previously, Fresno County students had been 
transported by Fresno Unified. The impact is a reduction of transportation revenue in the 
current year of $430,000 and $525,000 in future years. 
 

4. Salary and Benefits 
The Second Interim projects salary and benefit savings of $2.2 million based on the current 
number of vacancies in the Unrestricted General Fund. Staff will continue to monitor and will 
capture any savings as appropriate. 
 

5. Supplies, Services, Capital Outlay and Contributions  
Overall, the Second Interim estimates an expenditure reduction of $850,000 due to three 
distinct areas:  

 One-Time Projects: 
o Due to timing, one-time savings of $900,000 is proposed to be spent in 

2017/18 rather than 2016/17 and will be carried over appropriately 
o One-time savings of $800,000 for the negotiated agreement with Fresno 

County Office of Education for serving Fresno Unified Adult Transition 
students 

o One-time savings of $160,000 in Restricted Routine Maintenance 
 Self-Insurance Costs – The increase costs for the self-insurance experienced last year 

are continuing this year for an estimated increase of $1.2 million. This cost is assumed 
ongoing and is reflected in the multi-year. 

 Expenditure Costs – While most expenditure levels for supplies, services and capital 
outlay year-to-date expenses are comparable to historical averages, the following two 
areas are projected to have differences: 
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o Transportation fuel costs are continuing at the same lower level as last year 
for a projected savings of $400,000 and are based on year-to-date expenses 
compared to historical averages. 

o Telecommunication costs of $700,000 as mentioned on the previous page, are 
increasing mostly due to the new guidance to recognize actual e-rate costs. In 
addition, e-rate reimbursements are being phased out at a higher rate than 
estimated which are increasing costs by an additional $150,000 for a total 
estimated increase of $850,000. 

 
6. Board Approved One-time Expenditures  

At the June 1, 2016 and October 12, 2016 Board of Education meetings one-time expenditures 
and carryover of one-time funds were approved. These items total approximately $40.5 
million.  As mentioned earlier, $900,000 is projected to be spent in 2017/18. The Second 
Interim projects the remaining funds will be spent in 2016/17.  

 
7. Indirect Cost Rate  

The projected additional cost of $573,000 in the indirect line item is also based on historical 
averages. For example, the district historically receives approximately 94% of the budgeted 
indirect cost rate due to grants not being completely spent by fiscal year end. The current 
projection is that 96% of the budgeted indirect cost rate will be utilized. The 2016/17 
indirect cost rate is 3.39%.  
 

8. District Salary/Benefit Proposal 
The district’s economic proposal consists of a 5.0% total certificated compensation 
package consisting of the following items:  

 2.0% ongoing salary increase  
 1.85% district contribution to CalSTRS per the CalSTRS 2014 Funding Plan    
 0.7% contribution to the Health Fund as set forth in Article 18: Fringe Benefits, 

section 5.1 (ongoing base grant revenue increase)  
 0.45% that accounts for annual step and column movement 

 
With the latest offer made to the classified compensation package, funds have been set 
aside for the certificated compensation package bringing the total to 5.5%.  
 
The district’s economic proposal consists of a 6.23% total classified compensation package 
consisting of the following items:  

 2.5% ongoing salary increase  
 2.03% district contribution to CalPERS per the CalPERS Funding Plan    
 0.7% contribution to the Health Fund based on ongoing base grant revenue 

increases  
 1.0% that accounts for annual step and column movement 

 
No salary increase has been programmed for fiscal years 2018/19 and beyond.  
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9. PERS and STRS for 2017/18 and 2018/19 
The multi-year projections include funding employer costs for STRS and PERS at the levels 
mentioned earlier in the report, an increase of $6.6 million in 2017/18 and an additional $6.6 
million in 2018/19 for the General Fund. 
 

10. Health Contribution for 2017/18 and 2018/19 
In accordance with the current employee bargaining agreements, the district contribution level 
is $16,645 per employee participant. The district’s health contribution is estimated to increase 
by $241 per employee participant in 2017/18 and by $220 per employee participant in 
2018/19. This equates to an increase in the district’s contribution to the Health Fund of $1.5 
million for 2017/18 and $1.3 million for 2018/19. 
 

11. Workers’ Compensation for 2017/18 and 2018/19 
The multi-year projection maintains the Workers’ Compensation rate and the reserve level 
of 70% through 2018/19. 
 

12. Indirect Rate for 2017/18 and 2018/19 
The 2015/16 Unaudited Actual Financial Report projected the 2017/18 indirect rate at 
3.69%. The multi-year projection assumes this rate through 2018/19.    
 

13. Contributions for 2017/18 and 2018/19 
Contributions are projected to increase $1.6 million for 2017/18 and an additional $900,000 
in 2018/19. 
 

14. GASB 45  
The multi-year projection includes a $1.5 million contribution from the Unrestricted 
General Fund for all years.  The GASB 45 reserve is estimated at $34.7 million as of June 
30, 2017. 

 
Conclusion 
A summary of all budgets are reflected in the attached state report. Staff recommends the Board 
approve the 2016/17 Second Interim Financial Report with a positive certification as presented. 
 
Attachment:  State 2016/17 Second Interim Financial Report 
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