FCMAT

FISCAL CRISIS & MANAGEMENT
ASSISTANCE TEAM

Black Oak Mine Unified
School District

Fiscal Review

June 25, 2007

Joel D. Montero
Chief Executive Officer



Fiscal Crisis & Management Assistance Team



FCMAT

FISCAL CRISIS & MANAGEMENT
ASSISTANCE TEAM

CSIS California School Information Services

June 25, 2007

Rob Schamberg, Superintendent

Black Oak Mine Unified School District
6540 Wentworth Springs Rd. / P.O. Box 4510
Georgetown, CA 95634

Dear Superintendent Schamberg,

In March 2007, the Black Oak Mine Unified School District and the Fiscal Crisis and
Management Assistance Team entered into a study agreement to provide a fiscal review of the
district. Specifically, the agreement asked FCMAT to:

1) Conduct a review and analysis of the district’s 2006-07 budget including all funds, and
prepare a multi year financial projection for the general fund to determine the district’s
solvency for the current and two subsequent years.

2) Prepare a Fiscal Health Risk Analysis.
The attached final report contains the study team’s findings and recommendations.

We appreciate the opportunity to serve you and we extend our thanks to all the staff of the
Black Oak Mine Unified School District.

Sincerely,

oel D. Montero
Chief Executive Officer

FCMAT
Joel D. Montero, Chief Executive Officer
1300 17* Street - Ciry CenTRE, Bakersfield, CA 93301-4533 - Telephone 661-636-4611 « Fax 661-636-4647
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Foreword
FCMAT Background

The Fiscal Crisis and Management Assistance Team (FCMAT) was created by legislation
in accordance with Assembly Bill 1200 in 1992 as a service to assist local educational
agencies in complying with fiscal accountability standards.

AB 1200 was established from a need to ensure that local educational agencies throughout
California were adequately prepared to meet and sustain their financial obligations. AB
1200 is also a statewide plan for county offices of education and school districts to work
together on a local level to improve fiscal procedures and accountability standards. The
legislation expanded the role of the county office in monitoring school districts under cer-
tain fiscal constraints to ensure these districts could meet their financial commitments on a
multiyear basis. AB 2756 provides specific responsibilities to FCMAT with regard to dis-
tricts that have received emergency state loans. These include comprehensive assessments
in five major operational areas and periodic reports that identify the district’s progress on
the improvement plans

Since 1992, FCMAT has been engaged to perform more than 600 reviews for local edu-
cational agencies, including school districts, county offices of education, charter schools
and community colleges. Services range from fiscal crisis intervention to management
review and assistance. FCMAT also provides professional development training. The Kern
County Superintendent of Schools is the administrative agent for FCMAT. The agency is
guided under the leadership of Joel D. Montero, Chief Executive Officer, with funding
derived through appropriations in the state budget and a modest fee schedule for charges to
requesting agencies.

Total Number of Studies.................... 637
Total Number of Districts in CA.......... 982
© Management ASSIStance......................... 603 (94.66%)
O Fiscal Crisis/EMrgency ... 34 (5.34%)

Note: Some districts had multiple studies.
@ Districts (7) that have received emergency loans from the state.
(Rev. 4/3/07)
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INTRODUCTION

Introduction

Background

The Black Oak Mine Unified School District is located in the town of Georgetown in
California’s Sierra Nevada mountains, approximately 50 miles northeast of Sacramento.
The district serves approximately 1,922 K-12 students from the communities of Pilot
Hill, Cool, Greenwood, Georgetown, Garden Valley, Kelsey and Volcanoville at four K-8
elementary schools, two high schools and a community day school. Student enrollment is
declining, a trend which is expected to continue for the next several years.

In March 2007, the Black Oak Mine Unified School District and the Fiscal Crisis and
Management Assistance Team entered into a study agreement to provide a fiscal review
of the district. Specifically, the agreement asked FCMAT to:

1) Conduct a review and analysis of the district’s 2006-07 budget including all funds,
and prepare a multi year financial projection for the general fund to determine the
district’s solvency for the current and two subsequent years.

2) Prepare a Fiscal Health Risk Analysis.

Study Guidelines

A FCMAT study team visited the district on April 23-25, 2007 to conduct interviews, col-
lect data and review documents. This report is the result of those activities and is divided
into the following sections:

I. Executive Summary
II. Multiyear Financial Projection
ITII. Declining Enrollment
IV. Categorical Funds
V. Reconciliation of Prior Year Accounts
VI. Retiree/Post-Employment Benefits
VII. Fiscal Health Risk Analysis

Black Oak Mine Unified School District
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STUDY TEAM

Study Team

Members of the study team included the following individuals:

Michelle Plumbtree Linda Grundhoffer
Fiscal Intervention Specialist CBO, Retired
FCMAT Danville, CA

Bakersfield, CA

John Lotze

Public Information Specialist
FCMAT

Bakersfield, CA

Fiscal Crisis & Management Assistance Team



EXECUTIVE SUMMARY

Executive Summary

The district received a positive certification on its first and second interim reports for
fiscal year 2006-07; current projections indicate that the district will be able to meet its
financial obligations for the current and subsequent two fiscal years.

Fiscal years 2007-08 and 2008-09 will present the district with several challenges, includ-
ing declining enrollment, unknown receipt of mandated cost reimbursements and MAA
funding, and the potential loss of all forest reserve funding. Significant reductions will be
needed to maintain a balanced budget in the future if employee compensation increases
occur. The district is currently in mediation with its certificated bargaining unit for the
2006-07 fiscal year. Because it is not known what negotiated offers and/or budget reduc-
tions will be approved by the board as a result of any negotiated agreements, these have
not been taken into consideration in FCMAT’s financial projections.

On April 19, 2007, ideas about how to balance the 2007-08 and 2008-09 budgets were
discussed, with a reduction target of $230,000 in 2007-08 and $242,000 in 2008-09.
These amounts are in addition to the reduction of three FTE certificated teaching posi-
tions in 2007-08 and an additional three FTE certificated teaching positions in 2008-09
that were being discussed at the time of FCMAT’s fieldwork and are included in
FCMAT’s projections. Savings of $50,000 in 2006-07, 2007-08 and 2008-09 are also
included in FCMAT’s projections because of the decision to transfer $50,000 of certifi-
cated costs from the unrestricted general fund to Title I — Improving Teacher Quality.
The remaining specifics regarding how the savings would be realized had yet to be deter-
mined at the time of FCMAT’s review.

FCMAT reviewed the district’s records, interviewed staff members and examined
financial reports to gather information for a multiyear financial projection (MYFP). The
initial review included a summary assessment of the district’s 2005-06 unaudited actuals,
2006-07 adopted budget and 2006-07 second interim budget report. The review also
included a fiscal analysis of the projected revenues, expenditures, transfers and compo-
nents of the ending fund balance for the general fund. FCMAT used the district’s 2006-07
second interim budget report as the baseline for the MYFP. FCMAT also reviewed the
district’s budget assumptions to validate the 2006-07 adopted budget report and multiyear
financial projections for the two subsequent years.

FCMAT’s review of the unrestricted general fund resulted in adjustments of ($365,145),
which are reflected in FCMAT’s 2006-07 base year budget when compared to the dis-
trict’s second interim report.

The MYFP developed by FCMAT for this report indicates that the district will be able to
maintain both the state required reserve of 3% and the additional 1% board-designated
amount, for a total reserve of a 4%. FCMAT’s multiyear financial projection assumes that
the district will continue to operate in the same manner with the ongoing costs currently
in place, such as step and column adjustments, utilities and other ongoing expenditures.
The projection shows that deficit spending will not occur unless increases occur in sala-

Black Oak Mine Unified School District
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EXECUTIVE SUMMARY

ries, in the district’s contributions to health and welfare benefits, or other expenditure
areas. To give employees compensation increases in 2006-07, 2007-08 or 2008-09,
budget adjustments will be required so that the district does not deficit spend and so that
the ending fund balance can be maintained at adequate levels determined by both the
state and the district’s governing board. The district’s projections also reached this con-
clusion.

Many other factors could affect the district and cause a deficit, including a greater than
projected decline in enrollment and any revenue reductions.

Because the district has already made budget reductions and adjustments to compensate
for declining enrollment, it is increasingly difficult to keep budget cuts from directly
affecting the classroom. The board, administration and community will need to continue
identifying potential areas of reduction to offset declining enrollment and to increase staff
salaries while maintaining fiscal solvency.

Two additional issues may also significantly affect the district’s general fund balance in
subsequent budget years:

1. Increased funds may be needed to pay the health benefit cost for curent employees
and retireees, which is funded on a pay-as-you-go basis.

2. Federal and state categorical programs may be required to contribute to the cost of
post-retirement employee health benefits.

Categorical funds do not appear to be integrated into the district’s budget development
process, monitored or used to the full extent possible. Large carryover balances exist in
some categorical programs. Categorical, restricted programs should pay for themselves,
including general fund overhead expenses such as direct support, indirect costs, PERS
revenue limit reduction, post-retirement benefits and all other costs. When categorical
programs require general fund contributions, even for an indirect cost, a discussion needs
to occur at the board level so that there is a clear understanding of which programs are
drawing on the general fund and why.

As is the case with many districts, the district’s special education and transportation
programs require contributions from the general fund. The routine repair and mainte-
nance account also requires a contribution as a condition of receiving state facility funds.
Categorical program fund revenues, expenditures, carryovers and unearned income
should be monitored and evaluated in the same manner as general fund revenues and
expenditures. Categorical funds should help the district meet its goals and should serve
the needs that cannot be met by programs that use unrestricted funds. The superintendent,
superintendent’s cabinet and business office should establish procedures to ensure that
categorical funds are used to meet the district’s goals.

The district has not ensured that all prior year accounts payable and receivable are cleared
within a reasonable amount of time. At the time of FCMAT’s review, many of the dis-
trict’s accounts receivable and payable from the previous year had not yet been cleared.

Fiscal Crisis & Management Assistance Team
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The district should review all outstanding accounts at first interim and clear all accounts
by second interim, regardless of the reason they are outstanding.

The district is not yet in compliance with the new Governmental Accounting Standards
Board (GASB) standards that affect the way all government employers account for and
record their costs and obligations relating to other post-employment benefits (OPEB),
which do not include pension benefits. GASB has allowed compliance to be phased in;
the district has an additional year to reach compliance. Because the district’s certificated
and classified contracts offer retiree benefits, compliance with these standards is required.
A district’s financial position will weaken over time unless this long-term liability is
reduced.

Although the district’s current pay-as-you-go method for meeting post-employment ben-
efit costs is permissible, using it means that the growing liability will not be matched by
a reserve of equal value. While professional accounting standards do not require public
agencies to set aside the funding, failure to do so will have fiscal and reporting conse-
quences. Post-employment benefit costs continue to rise and incurring this type of debt
should be avoided if possible. The district has contracted with a vendor to perform the
actuarial valuation, but it has not yet been completed. It is important to ensure the vendor
moves ahead so that the district is not negatively affected. In addition, important deci-
sions will need to be made once the valuation is complete, and the board and community
will need to understand the implications for the district’s budget.

At the district’s request, FCMAT conducted a comprehensive independent assessment

of the district’s 2006-07 fiscal status using FCMAT’s Fiscal Health Risk Analysis. The
Fiscal Health and Risk Analysis is a tool which assists school districts in measuring their
financial solvency for the current and two subsequent fiscal years as recommended by AB
1200. A “no” response on any single area in the analysis is not necessarily an indication
of a district in fiscal crisis. However, districts exceeding the risk threshold of six or more
“no” responses in different areas may have cause for concern and may require some level
of fiscal intervention. To complete the analysis for the district, FCMAT requested a com-
prehensive list of financial reports, enrollment and ADA data as well as other documents.
The FCMAT team also met with the superintendent and the chief business official to gain
an understanding of district practices.

The district had five “no” responses on the Fiscal Health and Risk Analysis, indicating
that the district has a moderate level of fiscal risk. Weaknesses were found in the areas of
enrollment, general fund, position control, budget monitoring and retiree health benefits.
The district should continue to monitor its level of fiscal risk by completing the Fiscal
Health Risk Analysis periodically throughout the year.

Black Oak Mine Unified School District
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MULTIYEAR FINANCIAL PROJECTION

Findings and Recommendations

Multiyear Financial Projection

Multiyear financial projections (MYFPs) are required by Assembly Bill (AB) 1200 and
AB 2756 and are a part of the budget and interim reports. MYFPs should be accurate,
timely and contain the most current fiscal information available. These projections allow
the district and the county to assess revenues and expenditures and help ensure that the
district will be able to meet its financial obligations in the current and two subsequent
fiscal years. The primary objectives are to achieve and sustain a balanced budget,
improve academic achievement and maintain local governance.

If a district is not able to meet its financial obligations for the current or two subsequent
fiscal years, or has a qualified or negative budget certification, the county superintendent
of schools must notify the district’s governing board and the Superintendent of Public
Instruction (SPI). The county office must follow Education Code (EC) 42127.6 when
assisting a school district in this situation. Assistance may include assigning a fiscal
expert to advise the district on financial issues or conducting a study of the district’s
financial and budgetary conditions, and requiring the district to submit a proposal for
addressing its fiscal condition. In the case of a district that does not meet its required
reserve levels, the intent of the MYFP is to assist the county and the district in formulat-
ing a plan to restore fiscal solvency and the required ending fund balance.

The district received a positive certification on its 2006-07 first and second interim
reports, indicating that the district is able to meet its financial obligations for the current
and subsequent two fiscal years, based on current projections. These projections take into
account all currently known assumptions, which are detailed later in this report.

Although the district has a positive certification, the district’s financial condition has
declined in 2006-07 because of salary and benefit increases, increases in programs and
continued increases in the cost of goods and services. In addition, the district’s enroll-
ment has been declining at a higher rate than expected, which significantly reduces the
unrestricted funding received from state funds and local taxes. Districts are permitted to
use either the current or prior year’s average daily attendance (ADA) to calculate revenue
limit funding for the current year. Because enrollment decreased in 2006-07, the district
is using the 2005-06 ADA for its 2006-07 calculation.

Fiscal years 2007-08 and 2008-09 will present the district with several challenges, includ-
ing continued declining enrollment, unknown receipt of mandated cost reimbursements
and Medi-Cal Administrative Activities (MAA) funding, and the potential loss of all
forest reserve funding. Significant reductions will be needed to maintain a balanced
budget if employee compensation is increased. The district is currently in mediation with
its certificated bargaining unit for 2006-07, so the potential effect of any board-approved
agreement is not yet known and was therefore not taken into consideration in FCMAT’s

Black Oak Mine Unified School District
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MULTIYEAR FINANCIAL PROJECTION

projections. The changes that FCMAT has included for future years are detailed later in
this report.

FCMAT’s projections do not include salary increases for any bargaining units, except for
1% per year estimated increases for step and column for all bargaining units. FCMAT’s
MYFP projects salaries and benefits as 92.17% of the district’s unrestricted budget

in 2006-07, 92.11% in 2007-08 and 91.66% in 2008-09. Staffing is maintained at the
2006-07 second interim level in the projection years, except for the board-approved
reduction of three full time equivalent (FTE) teaching positions in 2007-08 and reduction
of three additional FTE teaching positions in 2008-09, based on projected declines in
enrollment at the time of FCMAT’s visit.

On April 19, 2007, the superintendent discussed ideas with the school board for balanc-
ing the 2007-08 and 2008-09 budgets, with the goal of reducing the budget by $230,000
in 2007-08 and by $242,000 in 2008-09. These amounts are in addition to the reduction
of three FTE certificated teaching positions in 2007-08 and three more FTE certificated
teaching positions in 2008-09 that were being discussed at the time of FCMAT’s field-
work. Savings of $50,000 in 2006-07, 2007-08 and 2008-09 are also included because of
the decision to transfer $50,000 of certificated costs from the unrestricted general fund to
Title IT — Improving Teacher Quality. Specific plans for how the remaining savings would
be realized were not yet determined at the time of FCMAT’s review.

The MYFP developed by FCMAT for this report indicates that the district will be able to
maintain both the required reserve of 3% and the additional 1% board-designated reserve
amount for a total reserve of a 4%. These projections are based on assumptions listed
later in the report; however, they do not include any negotiated settlements in 2006-07,
2007-08 or 2008-09 for increases in salaries or in the district’s contribution to employee
health and welfare benefits because these costs are considered during local collective
bargaining. These costs will have a significant impact on the ending fund balance, espe-
cially if additional budget reductions are not realized. The governing board, administra-
tion and community will need to continue identifying possible areas of reduction to offset
declining enrollment and to increase salaries for staff while maintaining fiscal solvency.

Fiscal Crisis & Management Assistance Team
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Multiyear Financial Projection Method and Assumptions

California school districts and county offices of education use many different methods
and software products to prepare MYFPs. The FCMAT projections for the general

fund were prepared using FCMAT’s Budget Explorer multiyear projection software, a
Web-based forecasting tool that is available at no cost to all California school districts.
FCMAT also used a spreadsheet to take into account expenditures and other trends from
prior years. The information in both applications was then reconciled to forecast the
2007-08 and 2008-09 fiscal years based on trends and known assumptions. The final
Budget Explorer projection is included in this report.

Any forecast of financial data has inherent limitations because it is based on certain cri-
teria and assumptions rather than exact numbers. Limitations include issues such as the
accuracy of baseline data, unpredictable timing of negotiations, unanticipated changes in
local property taxes, enrollment trends, and changing economic conditions at the local,
state and federal levels. Therefore, the budget forecast model should be viewed and evalu-
ated not as a prediction of exact numbers, but as a trend based on certain criteria and
assumptions. To maintain the most accurate and meaningful data, a district should update
its projection regularly as assumptions and budgets continually change. At a minimum,
this should include updates at each interim financial reporting period and before settling
negotiations. Projections inherently evolve and are snapshops at a given time based on
information assumptions that will change over time.

When evaluating the multiyear projection, great attention is focused on the bottom line,
which demonstrates the district’s undesignated, unappropriated fund balance. For exam-
ple, if the bottom line indicates a positive unappropriated fund balance, this amount may
be used by the board and/or superintendent to improve educational programs, increase
employee compensation or spend in other categories. However, if the unappropriated
fund balance is negative, this deficit is the amount by which the budget must be reduced
to sustain the recommended reserve levels under AB 1200 guidelines. The projection
should be viewed comprehensively, and the district should determine the cumulative
effect that using any or all of the unappropriated fund balance will have on the projection
in the current and future years.

FCMAT reviewed the district’s records, interviewed staff members and examined
financial reports to gather the information needed for the multiyear financial projection.
The initial review included a summary assessment of the district’s 2005-06 unaudited
actuals, 2006-07 adopted budget and 2006-07 second interim budget report. The review
also included a fiscal analysis of the projected revenues, expenditures, transfers and
components of the ending fund balance for the general fund. FCMAT’s analysis uses the
district’s 2006-07 second interim budget report as the baseline for the MYFP. FCMAT
reviewed the district’s budget assumptions to validate the 2006-07 adopted budget report
and multiyear financial projections for the two subsequent years.

FCMAT used the district’s 2006-07 budget, with the modifications listed in Table 1, as
the baseline for the enclosed MYFP; FCMAT also used additional data provided by the

Black Oak Mine Unified School District
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district that FCMAT did not verify or audit extensively. Documents used included the fol-
lowing:

2005-06 and 2006-07 J90.

Salary schedules for all groups.

All employee group contracts.

Current salary proposals outstanding and/or recently approved.
AB 1200 impact of the most recent salary settlement disclosure.
2002-03 through 2005-06 audit reports.

2006-07 adopted budget, Standardized Account Code Structure (SACS) docu-
ment, all funds, including narrative used for the board presentation and for county
office submittal.

2006-07 first and second interims, SACS document, all funds, including narrative
used for the board presentation and for county office submittal.

Second interim SACS data file.

District MYFP submitted with the 2005-06 adopted budget and 2006-07 adopted
budget, 2006-07 first and second interims, with all assumptions.

MYFPs submitted with the 2004-05 first, second and third interim reports.

Latest long term debt schedule.

2006-07 revenue limit form used for 2006-07 second interim.

October 2006 CBEDS by grade and by site.

Most recent enrollment projections.

Unrestricted FTE for current and past two years, by grade level and school site, in
summary form and by site.

Any documents from outside reviews or analyses of the district’s budget during
the past two years. This could be from the county office or another agency that
has reviewed or provided input regarding budget matters.

2006-07 period one J 18/19 and the same for the 2005-06 period two if any adjust-
ments were since submitted to the California Department of Education (CDE).
Position control or personnel listing by fund and resource, by site, showing salary
and benefits.

Budget cuts for the past four years.

Accounting System reports:

2006-07 operating budget by fund, by resource, indicating current budget, actual
expenditures, encumbrances and remaining budget.

2006-07 general ledger report by fund, by resource.

FCMAT’s budget assumptions include conservative economic factors and estimates as
addressed in the 2006-07 Governor’s budget proposal and outlined by School Services of
California in its current Financial Dartboard. FCMAT’s MYFP does not include salary or

Fiscal Crisis & Management Assistance Team
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district-paid benefit increases, except for an estimated 1% per year in the two subsequent
years for step and column movement and the associated cost of employer-paid statutory

benefits.

General Fund

2006-07 Unrestricted Projected Ending Balances
Difterences between the projected year-end totals in the district’s 2006-07 second interim
report and the projected totals determined by FCMAT are shown in Table 1. The majority
of the differences are due to FCMAT accessing more current information that was not avail-
able to the district at the time of the district’s second interim report.

Table 1: Differences in projected year-end totals

Unrestricted General Fund Object District FCMAT’s Difference
Code 2006-07 2nd | 2006-07
Range Interim Budget
Estimates
Revenues
Revenue Limit Sources 8010 - 8099 10,322,866 10,311,959 (10,907)
Federal Revenues 8100 - 8299 253,531 253,531 0
Other State Revenues 8300 - 8599 790,543 1,029,595 239,052
Other Local Revenues 8600 - 8799 50,100 105,100 55,000
Total Revenues 11,417,040 11,700,185 283,145
Certificated Salaries 1000 - 1999 5,736,093 5,686,093 (50,000)
Classified Salaries 2000 - 2999 1,216,300 1,216,300 0
Employee Benefits 3000 - 3999 2,343,685 2,343,685 0
Books and Supplies 4000 - 4999 241,283 241,283 0
Services and Other Operating
Expenditures 5000 - 5999 993,224 993,224 0
Capital Outlay 6000 - 6900 0 0 0
7100-7299
Other Outgo 7400-7499 0 0 0
Direct Support/Indirect Cost 7300 - 7399 (449,252) (449,252) 0
Total Expenditures 10,081,333 10,031,333 (50,000)
Excess (Deficiency) of Revenues
Over Expenditures 1,335,707 1,668,852 333,145
Inter-fund Transfers In 8910 - 8929 0 12,000 12,000
Inter-fund Transfers Out 7600 - 7629 (47,045) (27,045) (20,000)
All Other Financing Sources 8930 - 8979 0 0 0

Black Oak Mine Unified School District
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All Other Financing Uses 7630 - 7699 0 0 0
Contributions 8980 - 8999 (1,403,237) (1,403,237)
Total Other Financing Sources\
Uses (1,450,282) (1,418,282) 32,000
Net Increase (Decrease) in Fund
Balance (114,575) 250,570 365,145
Beginning Fund Balance (as of July |
- Unaudited) 9791 972,235.95 972,235.95 0
Audit Adjustments 9793
Other Restatements 9795
Adjusted Beginning Fund Balance
Ending Fund Balance 857,660.95 | 1,222,805.95 365,145

The following items account for an unrestricted difference of ($365,145) between the
district’s second interim report and FCMAT’s estimates:

($10,907) in revenue limit calculation because of prior year ADA adjustment, per
FCMAT’s calculations.

$239,052 in other state revenues because of increases in the budget for additional
mandated cost reimbursement received.

$55,000 in local revenues because of FCMAT’’s calculations, increasing the esti-
mated annual interest payments.

($50,000) in certificated salaries because the district moved a portion of expendi-
tures to Title II.

$12,000 in inter-fund transfers in because FCMAT transferred 3% from the devel
oper fee fund for administrative expenses.

($20,000) in inter-fund transfers out because the district has not completed the
transfer to the special reserve for capital projects.

FCMAT’s MYFP identifies the district’s ongoing decline in fund balance and reserve
levels if no additional actions are approved to contain spending other than what FCMAT
has stated in the report. FCMAT recognizes that the district will need to continue explor-
ing ways to provide services more efficiently and effectively to maintain the 4% reserve,
while also offering salary increases to staff during a time of declining enrollment.
FCMAT does not include potential budget reductions in its MYFP unless the reductions
have been approved by the district’s governing board and the savings have been realized.

Fiscal Crisis & Management Assistance Team
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Multiyear Financial Projection Summary for Unrestricted Resources

General Fund/County School Service Fund

Unrestricted Resources Only

Revenues, Expenditures, and Changes in the Fund Balance

Name Object Code Base Year Year 1 Year 2
2006 - 07 2007 - 08 2008 - 09
Revenues
Revenue Limit Sources 8010 - 8099 $10,311,958.77 $10,637,313.75 $10,667,891.32
Federal Revenues 8100 - 8299 $253,531.00 $0.00 $0.00
Other State Revenues 8300 - 8599 $1,029,595.00 $773,826.43 $761,308.03
Other Local Revenues 8600 - 8799 $105,100.00 $109,010.00 $113,544.41
Total Revenues $11,700,184.77 $11,520,150.18 $11,542,743.76
Expenditures
Certificated Salaries 1000 - 1999 $5,686,093.00 $5,575,559.93 $5,463,921.52
Classified Salaries 2000 - 2999 $1,216,300.00 $1,228,463.00 $1,240,747.63
Employee Benefits 3000 - 3999 $2,343,685.00 $2,400,541.14 $2,414,031.32
Books and Supplies 4000 - 4999 $241,283.00 $243,540.74 $245,557.22
Services and Other Operating Expenditures 5000 - 5999 $993,224.00 $1,005,072.11 $1,008,794.67
Capital Outlay 6000 - 6900 $0.00 $0.00 $0.00
Other Outgo 7000 - 7299 $0.00 $0.00 $0.00
Direct Support/Indirect Cost 7300 - 7399 ($449,252.00) ($442,973.00) ($407,589.06)
Debt Service 7430 - 7439 $0.00 $0.00 $0.00
Total Expenditures $10,031,333.00 $10,010,203.92 $9,965,463.30
Excess (Defici ) of Over itures $1,668,851.77 $1,509,946.26 $1,577,280.46
Other Financing Sources\Uses
Interfund Transfers In 8910 - 8929 $12,000.00 $12,000.00 $12,000.00
Interfund Transfers Out 7600 - 7629 $27,045.00 $27,045.00 $27,045.00
All Other Financing Sources 8930 - 8979 $0.00 $0.00 $0.00
All Other Financing Uses 7630 - 7699 $0.00 $0.00 $0.00
Contributions 8980 - 8999 ($1,403,237.00)  ($1,405,215.03)  ($1,423,000.75)
Total Other Financing Sources\Uses ($1,418,282.00) ($1,420,260.03) ($1,438,045.75)
Net Increase (Decrease) in Fund Balance $250,569.77 $89,686.23 $139,234.71
Fund Balance
Beginning Fund Balance (as of July 1 — Unaudited) 9791 $972,235.95 $1,222,805.72 $1,312,491.95
Audit Adjustments 9793 $0.00 $0.00 $0.00
Other Restatements 9795 $0.00 $0.00 $0.00
Adjusted Beginning Fund Balance $972,235.95 $1,222,805.72 $1,312,491.95
Ending Fund Balance $1,222,805.72 $1,312,491.95 $1,451,726.66
Components of Ending Fund Balance
Fund Balance, Reserved 9700 - 9709 $0.00 $0.00 $0.00
Revolving Cash 9711 $0.00 $0.00 $0.00
Stores 9712 $0.00 $0.00 $0.00
Prepaid Expenditures 9713 $0.00 $0.00 $0.00
Other Reserves 9719 $0.00 $0.00 $0.00
General Reserve 9730 - 9739 $0.00 $0.00 $0.00
Legally Restricted Balance 9740 - 9759 $0.00 $0.00 $0.00
Economic Uncertainties Percentage 4.00% 4.00% 4.00%
Designated for Economic Uncertainties 9770 - 9774 $675,106.20 $666,733.86 $636,446.64
Designated for the Unrealized Gains of Investments and Cash in County Treasury 9775 $0.00 $0.00 $0.00
Other Designated 9780 $340,808.00 $0.00 $0.00
Undesignated/Unappropriated 9790 $206,891.52 $645,758.09 $815,280.02
Negative Shortfall 9790 $0.00 $0.00 $0.00

Source

Resource: 0000 - Unrestricted
Object: 1100 - Tchr Salaries

Resource: 0000 - Unrestricted
Object: 3701 - Retiree Benefits, Cert.

Resource: 0000 - Unrestricted
Object: 8260 - Forest Reserve Funds

Resource: 0000 - Unrestricted
Object: 8290 - All Other Federal Revenue

Resource: 0000 - Unrestricted
Object: 8550 - Mandated Cost Reimbursements

Resource: 0000 - Unrestricted
Object: 8660 - Interest

Note

3 teachers eliminated per year due to declining enroliment

increase retiree health and welfare based on district's estimates

At the current time, forest reserve funds are not authorized nor certain in future years. Because of that,
forest reserve funds are not budgeted in future years.

MAA revenues not reported until actually recieved in future years.

district budget reflects $21,756. FCMAT has incresed budget to actual receipts of $260,808. For future
years, Mandated Costs is not reflected until actual receipt.

FCMAT increased interest budget to $85,000 ($110k less $30k loss in TRANS) in 2006-07 versus the
$30,000 in the district budget

Black Oak Mine Unified School District
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Multiyear Financial Projection Assumptions — Unrestricted Resource

FCMAT has focused attention on the unrestricted portion of the district’s general fund
budget, including the impact of general fund contributions to special education and
transportation, and the 3% required contribution to the routine repair and maintenance
account. FCMAT’s projection expends the district’s restricted ending fund balance where
appropriate in the future years and reduces supplies, services and equipment in restricted
programs if necessary to remain within the projected revenue resources.

Revenues

Revenue Limit Sources

Revenue limit sources make up the majority of the district’s total general fund budgeted
revenues. The revenue limit calculation is based on ADA, cost of living (COLA) and
deficit adjustments, and qualifying add-on or deducted amounts. Enrollment and ADA
projections are based on an analysis of trends in student enrollment and ADA ratios,

birth rates by zip code and changing enrollment levels over the past five years. FCMAT
calculated the district’s revenue limit for 2006-07 using the state budget information from
the 2006-07 California School Finance and Management Conference and factors from
the current 2006-07 School Services of California (SSC) Dartboard. In addition, the esti-
mated statutory COLA of 4.53% was used for 2007-08 and a COLA of 2.7% was used for
2008-09, with continued elimination of the deficit factor in all three years.

Federal Revenues

FCMAT did not budget forest reserve or MAA revenues in 2007-08 or 2008-09 in the
unrestricted general fund because legislation had not yet been enacted at the time of
FCMAT’s fieldwork to reinstate this funding. In addition, the restricted Safe Schools
grant program was not budgeted after 2007-08. Title I program funds were reduced by
10% in 2007-08 and 2008-09. Restricted federal revenues were decreased in future years
by the 2005-06 carryover balances that are included in the 2006-07 revenue.

State Revenues

State revenues have been adjusted by COLA factors and changes in enrollment levels.
FCMAT did not budget for mandated cost reimbursement claim funding in the two subse-
quent years because these revenues have not been included in the state’s proposed budget
for those years. The district has reserved $260,000 for mandated cost claims in 2006-07
because they are still subject to state audit, but FCMAT did not continue that reserve into
2007-08 or 2008-09. Rather, those funds are reflected as part of the unappropriated bal-
ance in both subsequent years. The SSC Dartboard was used for lottery rates in the cur-
rent and two subsequent fiscal years. Restricted state revenues were decreased in future
years by the 2006-07 carryover balances.

All 2006-07 one-time restricted revenues were eliminated from the projected years, and
all other ongoing state revenues were increased by the anticipated COLA.

Fiscal Crisis & Management Assistance Team
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Local Revenues

Unrestricted interest was increased in the two subsequent years, based on the SSC
Dartboard. Restricted local revenue is for the regional occupational program (ROP) and
payments to and from the county office. The amount budgeted for these items in the two
subsequent years is the same as in 2006-07.

Expenditures

State and federal restricted expenditures were adjusted for the consumer price index
(CPI) and changes in student enrollment; they were also reduced for restricted ending
balances and/or carryovers included in the 2006-07 base year totals.

Certificated Salaries

The projection for certificated salaries includes an estimated annual 1% step and column
adjustment in subsequent years, but no other adjustments for salary increases because
those are determined through local negotiations. The projection years reflect the ongoing
cost of the current contract language and the reduction of 3.0 FTE certificated positions
in 2006-07 and another 3.0 FTE certificated positions in 2007-08 as a result of declining
enrollment.

Classified Salaries

Classified salaries have been projected with an estimated annual 1% step and column
adjustment in subsequent years, but no other adjustments for salary increases because
these are determined through local negotiations. The projection includes no reductions in
classified positions because none have been approved by the board.

Employee Benefits

Employee benefits are the most difficult area of the budget to project. Double-digit
inflation levels for both current employee and retiree health benefits and increases in
other benefit categories must be considered carefully in the projection years. Changes to
statutory benefits such as State Teachers’ Retirement System (STRS), Public Employees’
Retirement System (PERS), Social Security and Medicare are proportional to changes

in salary accounts. FCMAT increased statutory benefits in proportion to certificated and
classified salary changes and made no increase to the current level of employer-paid
health and welfare contributions in the projection years, except for a slight adjustment for
retiree benefits based on district calculations.

Books and Supplies
FCMAT adjusted the budget for materials and supplies in subsequent years using the CPI
inflation factor from the SSC Dartboard.

Services and other Operating Expenditures
Outside contracts and utilities were increased by the projected CPI in subsequent years.

Capital Outlay
The equipment budget was not changed in subsequent years.

Black Oak Mine Unified School District
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Other Outgo
The budget was increased by CPI in subsequent years.

Direct Support/Indirect Costs
FCMAT recalculated indirect costs in subsequent years based on projected expenditures
and the district’s 2007-08 indirect cost rate.

Other Financing Sources/Uses

Transfers Out

The district has been transferring approximately $20,000 per year to fund 40, special
reserve for capital outlay. Consideration should be given to moving these dollars to fund
17, special reserve for other than capital outlay, so that the funds can be used toward the
district’s 3% reserve for economic uncertainties.

The transfer to the cafeteria fund was not changed in subsequent years. Because the dis-
trict is contracting with a consultant to review the program and has the goal of reducing
this contribution, the projection assumes that the costs will not increase.

Contributions to Restricted Programs

The district is projected to contribute to special education and transportation, and to make
the required 3% contribution to the routine repair and maintenance account, in the cur-
rent and subsequent years.

Restricted Programs

To maintain expenses at the expected revenue levels in subsequent years, restricted
programs were reduced where possible in the categories of books and supplies, services/
other operating expenses, and capital outlay whenever possible.

Net Increase/Decrease in Fund Balance

The difference in the 2006-07 budgeted unrestricted revenues and expenditures, taking
into account the contributions to restricted programs, is $250,569.77, leaving a projected
ending fund balance of $1,222,805.72.

Reserve Level

The FCMAT projection indicates that the district will be able to meet both the 3% state
required reserve and the additional 1% board-designated amount for a totlal reserve of
4% in fiscal years 2006-07, 2007-08 and 2008-09. In addition, there is a special designa-
tion of $340,808 for mandated cost and MAA revenues in 2006-07, which may not be
ongoing. A balance of $206,891.52 remains undesignated after these specific designa-
tions in 2006-07. Categorical funds are projected to have a legally restricted balance of
$505,415.50 in 2006-07, $475,792.53 in 2007-08 and $671,986.14 in 2008-09.

Fiscal Crisis & Management Assistance Team
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The specific assumptions included in FCMAT’s MYFP include the following:
2006-07

Funded ADA: 1,842.25.

COLA: 5.92%.

Deficit: 0%.

California CPI: 3.2%.

Restricted Lottery: $24.75 per ADA.

Unrestricted Lottery: $123.25 per ADA.

Interest rate: 4.70%.

A 1.0 % increase for step and column, for both certificated and classified.
Use of the state-approved indirect cost rate.

Use of the district’s 2006-07 second interim amounts, with the exception of the
items and differences noted on page 12.

2007-08

Funded ADA: 1,814.52.

COLA: 4.53%.

Deficit: 0%.

California CPI: 2.6%.

Restricted Lottery: $24.80 per ADA.

Unrestricted Lottery: $123.20 per ADA.

Interest rate: 4.60%.

A 1% increase for step and column, for both certificated and classified.
No budget for mandated costs, MAA or forest reserve funding.

An increase 1n the retiree health and benefit amounts based on latest district calcula-
tions.

A reduction of 10% in Title I revenue
A transfer of $50,000 from unrestricted certificated salaries to Title I.
Elimination of any deferred revenue or carryover from 2006-07.

State categorical revenues are increased by COLA, then reduced for declining
enrollment.

Use of the state approved indirect cost rate when calculating FCMAT’s revised
categorical amounts.

A reduction of three certificated teachers because of declining enrollment.

An increase of $12,000 in inter-fund transfers in because FCMAT transferred 3%
from the developer fee fund for administrative expenses.

A decrease of $20,000 in inter-fund transfers out because the transfer to the spe-
cial reserve for capital projects was eliminated.

A continuing 4% reserve.

Black Oak Mine Unified School District

17



18 | MULTIYEAR FINANCIAL PROJECTION

2008-09
e Funded ADA: 1,769.78.
* COLA: 2.70%.
* Deficit: 0%.
 California CPI: 2.4%.
 Restricted Lottery: $24.95 per ADA.
» Unrestricted Lottery: $123.05 per ADA.
* Interest rate: 5.10%.
* A 1% increase for step and column, for both certificated and classified.
» No budget for mandated costs, MAA or forest reserve funding.

e An increase in retiree health and benefit amounts based on latest district calcula-
tions.

e A reduction of 10% in Title I revenue.

 State categorical revenues were increased by COLA, then reduced for declining
enrollment.

» The state-approved indirect cost rate was used when calculating FCMAT’s revised
categorical amounts.

» A reduction of three certificated teachers because of declining enrollment.

* An increase of $12,000 in inter-fund transfers in because FCMAT transfers 3%
from the developer fee fund for administrative expenses.

* A decrease of $20,000 in inter-fund transfers out because the transfer to the spe-
cial reserve for capital projects is eliminated.

» Safe Schools Healthy Students (SSHS) grant revenue is eliminated but nonsalary
expenditures are continued and paid from prior year carryover.

* A continuing 4% reserve.

FCMAT projects revenues and expenditures based on trend data that includes a five

year average of what the district spent, including carryover. The district projects that all
incoming revenue will be spent in the year it is received and thus does not show carry-
over or deferred revenue in the subsequent year. This assumption is proper; however, this
has not actually occurred. The district’s final actual expenditures in past years have been
significantly less than the budget indicated.

FCMAT’s MYFP indicates that the district will be able to maintain both the required
reserve of 3% and the additional 1% board-designated reserve amount, for a total reserve
of 4%. FCMAT’s MYFP assumes that the district will continue to operate with the same
ongoing costs such as step and column adjustments, utilities and other expenditures.
Deficit spending will not occur unless expenditures such as salary increases or increases
in the district’s contributions to health and welfare benefits are made. To increase
employee compensation or other expenditures in 2006-07, 2007-08 or 2008-09, the dis-
trict will need to make budget adjustments to prevent deficit spending and maintain the

Fiscal Crisis & Management Assistance Team
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ending fund balance at adequate levels determined by the state and the governing board.
The district’s projections have also reached this conclusion. Any greater than projected
declines in enrollment could also cause significant deficits, as could other factors.

The district’s current negotiation offers were not included in this analysis because the
district is currently in mediation. However, if and when salaries are increased, budget
reductions will be needed because of the limited increase in fund balance indicated for
2007-08 and 2008-09. Because the district has already reduced and adjusted the budget to
compensate for declining enrollment, it is increasingly difficult to keep budget reductions
from directly affecting the classroom.

Two additional issues can severely affect the district’s general fund balances in subse-
quent years:

1. The pay-as-you-go health benefit cost for current active employees and retirees
may experience inflation-related increases that are higher than projected unless
cost containment strategies are considered and approved by the collective
bargaining groups. The annual negative effect of this issue on the general fund is
unknown.

2. Federal and state categorical programs may be required to contribute to the cost of
post-retirement health benefits, which will have a negative impact on federal and
state programs each year but may result in a positive impact on the unrestricted
general fund.

The CDE requires districts the size of Black Oak Unified to maintain an annual minimum
reserve of 3%. The county office of education has recommended that more than 3% be
maintained if possible; the district’s governing board has concurred, and the district main-
tains a 4% reserve. This allows the district some flexibility for unforeseen issues that may
arise during the year.

Black Oak Mine Unified School District
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Recommendations
The district should:

I.

10.

11.

Ensure that all staff and stakeholders understand that to provide any type of
salary or benefit increase in the current or subsequent years, budget reductions
and adjustments will be necessary because of the minimal increases in the fund
balance. Any decrease in revenue and/or increase in expenditure will decrease the
fund balance and may cause deficit spending.

Consider transferring funds from the general fund to Fund 17, special reserve for
other than capital outlay, if the district decides to transfer funds in the future. The
use of money in Fund 17 is less restricted and available dollars may be counted
toward the district’s reserve.

Conduct a review of the food service program to better control and understand its
use of contributions from the general fund.

Transfer direct administrative costs from the developer fee fund to the general
fund to assist in paying for the required oversight.

Update budgets immediately if forest reserve funds, MAA or mandated cost
revenues become available.

Include more detail with multiyear projections so that individual resources can be
reviewed.

Make multiyear projections available to the governing board at budget adoption,
at each interim report, during collective bargaining and after bargaining
concludes.

Prepare multiyear projections to provide sound data for making decisions,
especially when a significant multiyear expenditure commitment is contemplated.

Review carryover and deferred revenue amounts; develop spending plans to
expend past balances and to ensure that funds are spent in a timely manner.

Ensure that budget spending plans show what will occur rather than what should
occur.

Continue to review and revise the 2006-07 budget based on actual transactions to
better estimate the 2006-07 ending fund balance and to help develop the 2007-08
budget.

Fiscal Crisis & Management Assistance Team
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Declining Enrollment
The district’s enrollment has been declining since 2002-03, except in the 2005-06 year.
Enrollment is not expected to be stable during the next two to three years. FCMAT’s
enrollment projections are based on prior year trends and assumptions regarding new
housing and/or real estate sales in the district.
Table 2 shows enrollment since 2002-03 and projected enrollment through 2008-09.
Necessary Small School enrollment is included.
Table 2: Past, Current and Projected enrollment
2002/03 |2003/04 | 2004/05 | 2005/06 | 2006/07 | 2007/08 2008/09
CBEDS | CBEDS | CBEDS | CBEDS | CBEDS | Projected | Projected
Kindergarten 18 94 105 106 94 94 94
Ist Grade 16 124 103 113 13 101 101
2nd Grade 151 125 118 109 10 [0 99
3rd Grade 128 154 132 130 [l 13 13
Total Ist-3rd 395 403 353 352 334 324 313
4th Grade 137 127 149 143 128 11 113
5th Grade 163 145 142 154 142 128 19
6th Grade 195 166 141 148 151 142 128
Total 4th-6th 495 438 432 445 421 38l 360
7th Grade 195 209 177 147 165 168 155
8th Grade 190 195 194 184 150 167 177
Ungraded Elementary -
Total 7th-8th 385 404 371 331 315 335 332
9th Grade 167 189 190 201 188 155 171
10th Grade 158 168 176 198 205 192 160
IIth Grade 157 161 163 181 190 200 192
12th Grade 147 159 153 165 175 190 200
Ungraded Secondary - -
Total 9th-12th 629 677 682 745 758 737 723
Total CBEDS
Enrollment 2,022 2,016 1,943 1,979 1,922 1,871 1,822
Enrollment Decline (6) (73) 36 (57) (51) (49)
PI - Attendance - - - - - - -
% Pl / CBEDS 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
P2 - Attendance 1,915.5 1,913.5 1,851.7 1,859.4 1,814.5 1,766.4 1,720.1
% P2 / CBEDS 94.7% 94.9% 95.3% 94.0% 94.4% 94.41% 94.4%
P - Annual Attendance - - - - - - -
% P-Annual / CBEDS 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
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The main source of revenue for most local educational agencies is revenue limit fund-
ing. Districts with declining enrollment are able to secure revenue limit funding based
on either prior year average daily attendance (ADA) or current year ADA, whichever
is greater. It is important for the district to continually monitor enrollment and ADA to
ensure that the proper ADA is used to determine the revenue limit so that it can receive
the maximum possible revenue limit funding.

The district’s current attendance-to-enrollment ratio is approximately 94.4%. This figure
has varied from 95.3% at 2004-05 period two (P-2) reporting to 94.4% at 2006-07 P-2
reporting. The statewide average is between 94% and 95%. It is important for the district
to implement mandatory programs to increase attendance. These programs should include
follow-up by site staff.

It is also important for the district to maintain an accurate record of enrollment and daily
attendance at the sites and reconcile records monthly. District staff should visit sites regu-
larly to ensure that controls are in place and procedures are understood.

Recommendations
The district should:

1, Regularly monitor ADA to determine whether current year or prior year ADA will
maximize revenue limit funding.

2. Ensure that district staff members have a thorough understanding of policies,
regulations and forms related to independent study, home study, and interdistrict
and intradistrict transfers so that attendance can be accurately reported and
revenue maximized.

3. Ensure that district staff members visit school sites to validate timely entries and
address any uncertainties about enrollment and attendance processes.

4. Develop policies, procedures and programs that will increase student attendance
at all grade levels and thus increase revenues.

Fiscal Crisis & Management Assistance Team
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Categorical Funds

Categorical funds are intended to be spent in the same year the funds are received.
Unfortunately, many districts carry over large categorical fund balances. Because the
ending fund balances of categorical funds are restricted, the balances do not help meet
mandated reserve levels.

Categorical program revenues and expenditures should be reviewed and evaluated in the
same manner as unrestricted general fund revenues and expenditures, and categorical
program fund carryovers and unearned income should be monitored in the same manner
as general fund unrestricted expenditures. Categorical programs should help meet the dis-
trict’s goals and should serve needs that cannot be met by programs that use unrestricted
funds. The superintendent, superintendent’s cabinet and business office need to establish
procedures to ensure that categorical funds are used to meet the district’s goals.

The district’s categorical funds do not appear to be integrated into the budget develop-
ment process and do not appear to be monitored or used to the full extent possible; large
carryover balances exist in some categorical funds. Both restricted carryover and deferred
revenue need to be discussed and a conscious plan developed to spend the balances.

Categorical, restricted resources should pay for themselves, including general fund
overhead expenses such as direct support, indirect costs, PERS revenue limit reduction,
post-retirement benefits and all other costs. When categorical funds require general fund
contributions, even for an indirect cost, a discussion needs to occur at the board level so
that there is a clear understanding of which programs are drawing on the general fund and
why.

Although categorical funds are intended to be spent in the same year as the funds are
generated, there are sometimes carryovers for planned future purchases such as textbook
adoptions. These exceptions need to be approved by the board and superintendent so that
it is understood that carrying over restricted dollars is the exception rather than the rule.

Because categorical funds have a variety of compliance and accountability requirements,
additional oversight and approval need to be required prior to funds being spent. The
partnership between a district’s business and instructional departments is essential to
ensuring that categorical funds are spent correctly.

Black Oak Mine Unified School District
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Recommendations
The district should:

1.

Ensure that the instructional department, under the direction of a specific district
administrator, works with the chief business official to develop and monitor the
district’s categorical budgets.

Ensure that the Consolidated Application is developed and reviewed against
actual revenues and expenditures.

Estimate and budget for deferred revenues, carryover balances and their
appropriate expenditures, and include them in adopted budget.

Set and adhere to priorities for the use of categorical funds. Plans should be
developed for carryover funds, with the recognition that these funds are not
recurring. In addition, plans consistent with categorical funding guidelines and
restrictions should be made for categorical funds that the district expects to
receive.

Encourage schools to consider all funding sources when addressing key strategies.
Whenever an item or program can be legitimately funded from either restricted or
unrestricted funds, restricted funds should be used first because they are allocated
for students in the year they are received.

Evaluate categorical carryover to ensure that departments and sites use available
dollars effectively. The funds should be used to respond to the district’s needs

in the year they are allocated. From February to June, the superintendent should
receive a monthly report describing if and how any of these funds can be
redirected to reduce carryover and unused balances.

Ensure that additional review and approval occurs for all personnel and purchase
requisitions that are charged to categorical programs.

Include a review of categorical program supervision, delivery and expenditures
when evaluating the managers responsible for these funds.

Fiscal Crisis & Management Assistance Team
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Reconciliation of Prior Year Accounts

FCMAT’s review of the district’s general ledger report helped answer the following ques-
tions:

»  Were prior year accounts receivable, accounts payable, accounts due to, accounts
due from and deferred revenue accounts cleared in the current year?

» Was each resource in balance?
» Were beginning balances from the prior year posted correctly?

In governmental funds for which the modified accrual basis of accounting is used, rev-
enues are recognized in the account period in which they become both measurable and
available for expenditures. Available means collectible within the current period or soon
enough thereafter to pay the liabilities of the current period. Thus, available is usually
defined as collectible within 45, 60 or 90 days. With respect to reimbursement grants and
corrections to state aid, the CDE has defined available as collectible within one year.

When the modified accrual basis is used to account for expenditures of governmental
funds, any measurable expenditure is recorded during the account period in which the
liability is incurred. The only exception to this is unmatured interest on general long term
debt. Accruals for accounts payable at the end of the fiscal year are recorded for services
rendered or for goods received by June 30.

Revenue accruals and expenditure liabilities established during year-end closing should
be based on amounts that will be realized or paid within 45-90 days of the beginning of
the new fiscal year and should be supported with documentation.

The district has not ensured that all prior year accounts payable and receivable are
cleared within a reasonable time. At the time of FCMAT’s review in April 2007, a large
number of the district’s accounts receivable and payables from the previous year had not
yet been cleared. Changes in prior year payables and receivables can affect the current
year’s budget if they are not received or expended as recorded in the previous year. Some
districts clear all prior year accounts—such as due-to, due-from, accounts receivable and
accounts payable accounts—immediately when a new year begins. The district does not
follow this practice, nor are its prior year accounts cleared by a certain point in the year,
such as second interim reporting.

FCMAT’s review found that the following prior year accounts were outstanding as of
April 2007:
General Fund:

» Accounts receivable, various resources, $154,024.53

* Prepaid expenditures, 0000 resource, $171.72

* Accounts payable, various resources, $246,404.60

* Social Security insurance, 0000 resource, $141.86

« STRS, employee, 0000 resource, $20.36

« STRS, employer, 0000, $294.31

Black Oak Mine Unified School District
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Cafeteria Fund:
e Accounts Receivable, 5310 resource, $5,954.51

Staff members indicated that some of these balances existed because of current year
transactions. Certain object codes are often used during year-end closing when expendi-
tures are correctly classified past the time when cash can be transferred to the appropriate
resource or fund. According to the district staff, some of these same object codes are also
used during the fiscal year. Because of this, FCMAT was not able to identify whether
any of the outstanding balances in these accounts were a result of prior year transactions.
Using the same account for both current and prior year transactions is not a common
practice and makes it much more difficult to monitor activity and prior year balances.

Recommendations
The district should:

1. Conduct a monthly review of the general ledger, including accounts payable and
receivable, to ensure that the general ledger is in balance and to determine if
accounts have been properly reconciled and/or cleared. The district should reverse
entries and follow up as needed with outside agencies or vendors regarding
payment or collection. In addition, the staff should make certain that current year
revenues are not overstated by the inadvertent posting of a prior year accrual to
current year income.

2. Ensure that all prior year accounts that remain outstanding are cleared by the
second interim at the latest. Clearing them before second interim is preferable.

3. Immediately review and correctly adjust all outstanding receivables and payables
in all funds so that the effect on the 2006-07 year is realized as soon as possible.

4. Consider stopping the practice of using the general ledger accounts payable and
receivable for current year transactions. If the practice of charging both current
and prior year in the general ledger continues, the district should specify different
object codes for each year so that it is clear to which year the transaction belongs.
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Retiree/Post-Employment Benefits

Funding retiree health and welfare benefits has been a major issue for many employers in
both the private and public sectors. Because few employers are able to fund these benefits
in advance, many, including the district, use the pay-as-you-go method.

The Governmental Accounting Standards Board (GASB) has issued two new accounting
statements, 43 and 45, that affect the way all governmental employers, including local
educational agencies, account for and record their costs and obligations related to post-
employment benefits other than pension benefits (OPEB). The most common OPEB is
retiree health benefits.

GASB is a not-for-profit agency that develops and issues financial and accounting
standards for state and local governmental agencies. These standards are consistent with
those established by the Generally Accepted Accounting Principles (GAAP), which cover
nonstate and nonlocal government agencies.

GASB 43, Financial Reporting for Post-Employment Benefit Plans Other Than Pension
Plans, provides procedures for financial reporting of these benefits in the district’s annual
audit report. GASB 45, Accounting and Financial Reporting by Employers for Post-
employment Benefits, establishes accounting procedures for governmental employers to
measure and report their costs and obligation relating to post-employment benefits other
than pensions. The two standards are closely related and are considered together in this
report.

The two standards will take effect in three phases over a three year period beginning in
2006-07, with the largest LEAs implementing them first. The district is part of phase 2,
which is for districts with revenues of $10 million or more but less than $100 million.
GASB 43 takes effect in the district in 2007-08 and GASB 45 in 2008-09. The reporting
standard is implemented before the accounting standard, so financial statement footnote
disclosures will occur one year before the actual accounting changes are required. As
with many new accounting standards, early implementation is encouraged.

Because the district’s certificated and classified contracts offer retiree benefits, compli-
ance with the GASB standards is required. Districts that fail to fund the new GASB
requirement could experience reduced bond ratings when rating agencies review their
financial statements, as these statements will have to account for any unfunded liabilities.
This will result in higher bond issuance costs and interest rates. Financial statements will
weaken over time unless the liability is reduced, and a district’s ability to borrow could be
affected. Failure to implement GASB 45 could also result in an adverse opinion by a dis-
trict auditor. Although the pay-as-you-go method is permissible, using it means that the
growing liability will not be matched by a reserve of equal value. Professional accounting
standards do not require public agencies to set aside the funding; however, failure to do
so will have fiscal and reporting consequences. Post-employment benefit costs continue
to rise and incurring this type of debt should be avoided if possible.
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The new reporting and accounting requirements were created to help districts realize

how past negotiated retiree benefit commitments affect current and future budgets. The
requirements also help districts accurately show the cost of those commitments in the
years the costs are incurred (the years the employees work for the district). GASB 45
requires that OPEB be recognized as an expense and obligation, if applicable, on the
LEA’s financial statements reported on the full accrual basis of accounting. This applies
to districts with any benefit structure for retirees, whether for a lifetime or some shorter
time frame. From an actuarial perspective, the costs of the OPEB should be recognized
during the periods in which the benefits were earned rather those in which the benefits are
provided.

OPEB includes any post-employment medical, dental, vision and prescription benefits for
any former employees, whether retired or not. It also includes other nonpension and non-
healthcare post-employment benefits that are administered outside of a pension plan, such
as life insurance, disability, long term care and legal services. OPEB does not include
pension or other nonhealthcare post-employment benefits that are administered through a
pension plan, or termination benefits such as retirement incentives.

Future benefits result in a liability. Like most educational agencies, the district has funded
this liability on a pay-as-you-go basis, meaning that the cost is booked and the expenses
are funded based on the amount actually paid out for post-employment benefits in the
current year. The new GASB reporting and accounting requirements will substantially
affect the district’s financial statements because they require an actuarial determination of
the liability and expenses, which are then reflected in the district’s financial statements.
Thus, unlike the pay-as-you-go method, which recognizes only amounts paid out in the
current year, the district will have to recognize the future liability of these post-employ-
ment benefits, resulting in a large increase in the district’s retiree benefits expenses.

The district has contracted with a vendor to perform an actuarial valuation; however, it
has not yet been completed. It is important to ensure that the vendor completes this work
so that the district is not negatively affected.

The new GASB standards also require an amortization of the existing unfunded retiree
benefit liability over the employees’ years of service, in the same manner as is done for
pensions. This unfunded liability does not have to be booked in the first year of imple-
mentation, and the amortization can occur over a period of up to 30 years. GASB 45 also
requires disclosures regarding the plans in which an employer participates, the funding
policy followed, the actuarial valuation process and assumptions, and, for certain employ-
ers, the extent to which the plan has been funded over time.

The actuarial valuation uses the following methods, items and data to make certain calcu-
lations related to the plan:

* Actuarial cost method — Several acceptable actuarial cost methods are available.
The district will need to discuss these with its actuary to determine whether there
are inherent advantages or disadvantages in the method used.
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* Actuarial assumptions — These include demographic information, such as em-
ployee life spans, marriage status and termination status; and economic data, such
as current and future investment returns and cost trends.

* Plan assets — These must be transferred to an irrevocable trust to be counted as
part of the funding available to pay the plan liability. Plan assets are reported
based on market values, either at a specific date or an average over the reporting
period.

» Employer census data — These consist of demographic data related to eligible plan
members.

The actuarial report will result in the district’s annual required contribution (ARC), which
is the district’s accrued expense (and related liability) in its current year financial state-
ments. Although it is labeled as a contribution, the district may choose not to fund the
ARC, resulting in an unfunded liability. The ARC has two components:

1. The normal cost — This is the current actuarial cost of the retiree benefits earned
by employees in the current year.

2. Amortization of the unfunded prior liability — This is the amortization of the prior
unfunded employee benefits liability for a period of up to 30 years.

After the prior unfunded liability has been completely paid, the ARC will consist solely
of the current year’s actuarially determined cost of post-employment benefits (the normal
cost). Contributions toward the annual cost are made through premiums paid to the
insuring agency and through contributions to an irrevocable trust (Fund 71), the assets of
which are held for future premium payments. One advantage of establishing an irrevo-
cable trust is that the annual actual cost of retiree benefits can be charged equitably to all
programs, including categorical programs. By contrast, a pay-as-you-go funding method
unfairly burdens the unrestricted general fund, drastically understates the actual cost of
each district employee, and causes the cost to lag considerably because, unlike all other
employee costs, expenses are not recognized until the employee actually retires.

Local educational agencies need to obtain a valuation of their OPEB obligation every two
years if there are 200 or more members, or every three years if there are fewer than 200
members.

According to the Office of Management and Budget’s (OMBs) Circular A-87, Cost
Principles for State, Local, and Indian Tribal Governments, post-retirement health ben-
efits (PRHB) may be equitably charged to federal categorical funds based either on the
pay-as-you-go method or on the actuarially determined GAAP-compliant expense as long
as an irrevocable trust is in place. Specifically, the circular states that to be allowable in
the current year, the PRHB costs must be paid to one of the following:

* An insurer or other benefit provider as current year costs or premiums, or

* An insurer or trustee to maintain a trust fund or reserve for the sole purpose of
providing post-retirement benefits to retirees and other beneficiaries.
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This circular also states that an equitable portion of the prior unfunded liability may be
charged to federal funds, as follows:

When a governmental unit converts to an acceptable actuarial cost method and
funds PRHB costs in accordance with this method, the initial unfunded liability
attributable to prior years shall be allowable if amortized over a period of years
in accordance with GAAP, or, if no such GAAP period exists, over a period
negotiated with the cognizant agency.

Therefore, the district could charge a pro-rata share of the cost of these benefits,
including amortization of the prior unfunded liability, to categorical programs,
provided that all amounts in excess of the pay-as-you-go level are deposited to an
irrevocable trust. Although no such guidance exists for state categorical funds, the
state often follows the guidelines set forth for federal grants.

The OMB circular does not provide specific details regarding how categorical programs
can be charged for retiree liabilities, so the district may generate its own method. The
most acceptable method used by districts statewide is to base the pro-rata rate on all rel-
evant salaries. Based on GASB 45, it seems permissible to charge a rate on current costs
as well as to phase in the amortization of the prior liability (most districts will probably
choose to amortize over 30 years). The amortized liability and expense will be reflected
in the district’s audited financial statements and may reduce net assets.

The method chosen needs to be fair and equitable to both categorical and unrestricted
funds and should be applied consistently to all district operations. It will be charged

just as other payroll costs are charged, based on a rate on relevant payroll. For example,
if only teachers have lifetime benefits, then lifetime benefits should be based only on
teachers’ salaries. The method chosen also needs to be fully documented and the records
retained indefinitely. In addition, the rate should be recalculated each time a new actuarial
report is received. Documentation is crucial because these new requirements will receive
a significant level of attention in the near future. As more districts implement the new
standards, it will be possible to see the different methods being used.
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Recommendations
The district should:

1.

Discuss the various actuarial methods with the actuary to determine which method
will best meet the district’s needs.

Adjust the pay-as-you-go amount for current employees in the budgets for the
current and two subsequent years so that the multiyear projection will contain
realistic expenditure estimates in accordance with AB 1200.

Determine whether categorical funds will be charged the amortization cost of the
prior unfunded liability in addition to an equitable portion of the ongoing cost.

If the district decides to charge the amortization of the prior unfunded liability to
the categorical funds, the district should determine a fair and equitable charge to
both unrestricted and categorical funds. The district should ensure that whatever
method is chosen, the costs to all programs are fully documented for future
reference and discussion in an audit.

Review the current unfunded OPEB liability and determine the amortization
period, up to 30 years. The amortized liability and expense will be shown in the
district’s audited financial statements and will reduce net assets.

Determine the actual funding level of the annual required contribution (ARC).
The current method will result in a cumulatively larger unfunded liability. This is
an important cash flow issue, but it will not affect the actual expenditure level.

Decide whether to establish an irrevocable trust. If funding levels are established

at least partially to address the annual cost exceeding the annual premiums but an
irrevocable trust is not established, any amounts set aside to fund the liability will
not reduce the reported liability.

Determine whether the district can afford retiree benefits at the current level.
Although any changes must be negotiated with employee unions, the discussion
should take place because of the significant effect on the district.

Communicate the results of these new standards to interested parties, including
board members, the public, financing institutions, employees and collective
bargaining units.
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Fiscal Health Risk Analysis

Key Fiscal Indicators

The Fiscal Health and Risk Analysis was developed by FCMAT as a management tool

to evaluate key fiscal indicators that will assist a school district in measuring its financial
solvency for the current and two subsequent fiscal years as recommended by AB 1200.
The presence of any single criteria is not necessarily an indication of a district in fiscal
crisis. However, districts exceeding the risk threshold of six or more “No” responses may
have cause for concern and require some level of fiscal intervention. Diligent planning
will enable a district to better understand its financial objectives and strategies to sustain
its financial solvency. A district must continually update its budget as new information
becomes available from within the district or from other funding and regulatory agencies.

At the request of the district, FCMAT conducted a comprehensive independent assess-

ment of the district’s 2006-07 fiscal status in accordance with existing legal and profes-
sional standards applicable to California public school districts, using FCMAT’s Fiscal
Health Risk Analysis.

To complete the analysis for the district, FCMAT requested a comprehensive list of
financial reports, enrollment and ADA data as well as other supplemental documents. The
FCMAT team also met with the superintendent and the chief business official to gain an
understanding of district practices.

The focus of the Fiscal Health Risk Analysis is the district’s unrestricted general fund.
The analysis includes FCMAT’s assessment of the district’s current level of risk as well
as recommendations to assist the district in improving its fiscal solvency.

Is the district’s fiscal health acceptable in the following areas?
1. Deficit Spending Yes

+ |s the district avoiding deficit spending within its budget in the current year? ......... Yes
Although the district showed deficit spending at the time of the original 2006-
07 general fund budget, projected year-end totals at the time of the 2006-07
second interim report no longer showed deficit spending. FCMAT'’s analysis
and recomputation of the 2006-07 general fund budget also does not reflect
deficit spending in the current year.

+ |s the district avoiding deficit spending in the two subsequent fiscal years?........... Yes
The district does not show general fund deficit spending in 2007-08 and 2008-
09 in the multiyear projection that was a part of the 2006-07 second interim
report. FCMAT also does not show deficit spending in its projections. Although
not officially deficit spending, there is negative spending when encroachment is
taken into consideration.
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+ Has the district controlled deficit spending over the past two fiscal years? ............ Yes
A review of the district’s annual audits shows that the district has controlled
general fund deficit spending in 2004-05 and 2005-06.

* |Is the issue of deficit spending addressed by fund balance,
ongoing revenues, or expenditure reduCtionS? ..........cccceorierierierienienienieneeeeeeees Yes
A plan has not been necessary because annual budget adjustments continue to
eliminate deficit spending.

2. Fund Balance Yes

« |Is the district’s fund balance at or consistently above the
recommended reserve for economic uncertainty .........ccocvveeveneenenieene e, Yes
The county office has recommended that districts in the county maintain at
least a 4% reserve, and the district began doing this with the adoption of the
2005-06 budget.

+ |s the fund balance stable or increasing due to ongoing revenues
and/or expenditure redUCHIONS?.........covoiiiieeeee s Yes
The district has shown a stable reserve, at or above the 4% directed by the
governing board during adoption of the 2005-06 budget. In addition, there is
categorical, restricted funding carryover in legally restricted reserves.

+ Does the fund balance include any designated reserves for unfunded
liabilities or one time costs above the recommended reserve level? ..................... Yes
Although the fund balance does not include any unfunded liabilities, there are
designated reserves for mandated costs, MAA and forest reserves, for which
future funding is uncertain.

3. Reserve for Economic Uncertainty Yes

+ |s the district able to maintain its reserve for economic uncertainty in the
current and two subsequent years based on current revenue and
EXPENAITUIE trENAS? ... Yes
Both FCMAT's and the district’s multiyear projections show that the district is
able to maintain a 4% reserve for economic uncertainty in the current and two
subsequent years, which is 1% above what the state requires.

* Does the district have additional reserves in Fund 17,
Special Reserve for Non Capital? ........cccccveeeieeie i No
The district does not have additional reserves in Fund 17, but reserves are
adequate without the use of this fund.
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4. Enroliment No

+ Has the district’s enroliment been increasing or stable for multiple years?.............. No
The district’s enrollment has not been stable for the past few years and is
anticipated to decline further over the next four years.

Enrollment

CBEDS CBEDS | CBEDS | CBEDS | CBEDS | Projection | Projection

2002-03 | 2003-04 | 2004-05 | 2005-06 | 2006-07 | 2007-08 2008-09

K-12 Enrollment 2022 2016 1943 1979 1922 1876 1811

CBEDS data obtained from the CDE Dataquest Web site

+ |s the district’s enrollment projection updated at least semiannually?..................... Yes
The district’s enrollment projections are updated each December and monthly
after that.

+ Are staffing adjustments for certificated and classified
employee groups consistent with the enroliment trends?..........ccccoororinnnnenne. Yes

Continual certificated staffing adjustments have been implemented as
enrollment has declined. In addition, there are plans to eliminate three
teaching positions in 2007-08 and another three teaching positions in 2008-
09 because of projected declining enrollment. Classified adjustments have
included the reduction or combination of three bus routes in 2004-05 because
of declining enrollment. The district plans to review the food service, noon
supervisors and transportation programs in 2007-08 and adjust staffing if
needed.

Does the district analyze enrollment and average daily attendance (ADA) data?...Yes
The district produces spreadsheets to analyze enrollment and ADA data to see
whether absences are decreasing or increasing.

Does the district track historical data to establish future

trends between P-1 and P-2 for projection purpoSes? .........cccevereerenenencncnennenn Yes
The district produces spreadsheets analyzing P-1 and P-2 ADA for ADA
projections.

Has the district implemented any attendance incentive programs to increase ADA? ....No
The district has not implemented any attendance incentive programs to date to
increase ADA; however, this subject has been discussed by the budget advisory
group. There are plans to discuss programs that other districts have successfully
implemented to increase ADA.

Have any approved charter schools had little or no

impact on the district’s student enrollment? ... No
There is a contiguous county-approved charter school to which the district has
lost between 160 and 200 students.
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+ Does the district have a board policy that attempts to reduce the effect that
transfers out of the district have the district’s enrollment?..........c..cocooiiiiiniiie No
The district has a current board policy regarding interdistrict transfers,
but programs or policies have not been implemented to reduce the number
of students exiting the district. Although the number of transfers out of the
district is fairly consistent, the district should review the policy and ensure that
it protects the district.

5. Inter-fund Borrowing Yes

« Can the district manage its cash flow in all funds without inter-fund borrowing?.....Yes
The district is able to manage its cash flow in all funds without interfund
borrowing; however, a TRANS was issued in 2006-07 for the first time in
several years.

6. Bargaining Agreements Yes

+ Has the district settled the total cost of the bargaining agreements
at or under COLA during the current and past three years? .........cccooevvevvecveennenne. Yes
The last settlement was as of 7/1/05 for 4.23%, which was the COLA for that
fiscal year. The agreement had additional costs associated with it for some
unions, but they did not take effect until the 2006-07 fiscal year.

Did the district conduct a pre-settlement analysis identifying an

ongoing revenue source to support the agreement?...........ccooevrrnininnincnene, Yes
A review of district documents indicated that the information and analysis
developed during negotiations was detailed and understandable, with one-time
revenue clearly identified and not counted on in future years.

Did the district correctly identify the related costs above the COLA,

i.e. statutory benefits, step and COIUMN? ..o Yes
A review of district documents found that the district has clearly identified
total compensation, including statutory benefits and step and column.

Did the district address budget reductions necessary to sustain the

total compensation increase including a board-adopted plan? ..........c.ccocveviiennnne Yes
A review of district documents found that the true cost of negotiations has
been clearly indicated, with data on future budget adjustments that would be
necessary to sustain the final agreement.

Did the superintendent and CBO certify the agreement prior to ratification? ......... Yes
Both the CBO and the superintendent certified that the agreement was in
compliance with AB 2756.
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* |s the governing board’s action consistent with the
superintendent’s/CBQO’s certification? ...........cccoceiveieiicce i Yes
The governing board’s action has been consistent with the certification by the
superintendent and CBO.

+ Did the district submit to the county office of education the
required AB 120012756 with full disclosure as required? .........cccceververiniencricnennne Yes
Documents indicate that the district has been submitting the required AB 1200/
AB 2756 disclosures to the county office of education with full disclosure of the
total costs of salary settlements.

7. General Fund No

* |s the percentage of the district’s general fund unrestricted budget
allocated to salaries and benefits at or under the statewide average?..................... No

Salary and Benefit Expense as a Percentage of Total Expense

Unrestricted General Fund Total General
‘ Fund
Statewide Averages '2002-03 2003-04 2004-05 2005-06 2005-06
Unified 89.53% 91.26% 92.03% 91.38% 82.63%
Elementary 88.13% 89.84% 90.30% 89.95% 81.96%
High School 86.52% 88.30% 88.64% 87.92% 80.00%

Source: School Services of California

The district’s 2005-06 unrestricted salary and benefit expense was 93.49% of
total unrestricted expenses, compared to the statewide average of 91.38%. The
higher the percentage, the more difficult it becomes for the district to reduce
costs when enrollment declines. Because the statewide averages for 2006-07
are not yet known and because the district was already above the statewide
average in 2004-05 and 2005-06, there is a high level of risk that must be
identified and noted during future budget changes.

* |s the district making sure that only authorized restricted
dollars pay for permanent staff?...........coceoeiiiii i Yes
The district has a process in place whereby both human resources and
business office staff ensure that staff costs are being charged against the
correct funds and programs, including restricted dollars. As part of budget
development, if a staff position is charged to restricted dollars there is
assurance that the position and the funding is continuing.
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8. Encroachment Yes

+ Is the district aware of the Contributions to
Restricted Programs in the current year? ... Yes
As required by the Standardized Account Code Structure (SACS), the district
must balance each restricted resource (program), using a general fund
contribution when necessary. The district monitors all restricted programs,
including those that require a general fund contribution, so that the effect on
the unrestricted general fund does not increase as the year proceeds.

+ Does the district have a reasonable plan to
address increased encroachment trends? ..........cocovverriinerinersiese s Yes
The district has plans to closely monitor and review encroaching programs,
such as transportation and special education, to keep the amounts low. For
example, transportation routes are monitored and analyzed for potential cost
savings based on enrollment.

+ Does the district manage encroachment from other funds
such as, Adult, Cafeteria, Child Development, e1C.2........ccccovevriiiiiiiinieieeececee, Yes
The district has made contributions to the cafeteria fund in prior years and is
projecting a contribution to the cafeteria fund in the current and subsequent
vears. The district has plans for an outside consultant to review the program
for possible cost savings.

9. Management Information Systems Yes

+ Is the district’s financial data accurate and timely? ...........ccooeorinnninininne Yes
According to the county office, the district’s data has been accurate and timely
since the new CBO began. On occasion there have been additional questions
from the county office regarding budget and multiyear projections, but the
district provided clarification and corrections in a timely manner.

+ Are the county and state reports filed in a timely manner? ..........cccccoveieincincnns Yes
The county office reported no issues in this area.

+ Are key fiscal reports readily available and understandable? ............ccccccoevvienen. Yes
Although the county office reported that the reports are readily available and
understandable, it was also mentioned that additional explanatory information
with interim and budget reports would assist the process.

+ |s the district on the same financial system as the county? ..........ccccoornnininnn Yes
The county office and all districts in the county use the QSS financial system.
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10. Position Control No

+ Does the district maintain a reliable position control system?..........ccccocvininennne. Yes
The district uses the OSS financial system, which contains a reliable position
control module. Position control is used to drive the adopted budget’s salary
and benefits and is also uploaded several times during the year as the
information is updated. The district is not performing a reconciliation of the
budget with what is actually being paid and with position control data. This
is a concern because the district is not encumbering salary and benefits at
this time. There is certainty that position control and the budget are similar
because of regular updating and uploading. However, without encumbering
salaries and benefits it is difficult to ascertain at any one time how the
estimates and actual costs of this largest share of the budget are reconciled.
The district has plans to encumber salaries and benefits beginning July 1,
2007, which will assist the district in this area.

Is position control integrated with payroll?.............ccceereiiinnineieeeee No
Position control is integrated with payroll inasmuch as it drives the accounts;
however, the amounts are not coming from position control when changes are
made.

Does the district control unauthorized hifing? ........coovvieiiiie e, Yes
FCMAT's review of the district’s personnel requisition form found that there
is a check and balance in place to control unauthorized hiring; data must be
verified by both the human resources and the business departments.

Are the appropriate levels of internal controls in place between the

business and personnel departments to prevent fraudulent activity?..................... Yes
FCMAT's review of the district’s personnel requisition form indicates that
there are adequate controls in place between the two departments to prevent
fraudulent activity when all processes are followed.

Does the district use position control data for budget development?..................... Yes
Position control is used for budget development and to update the budget
throughout the year via revisions.

Is position control reconciled against the budget during the fiscal year? ................. No
Although position control drives budget development and budget revisions
throughout the year, it is not reconciled against the budget and actual payroll
costs throughout the year. Because payroll and benefits are not encumbered
in the system, and because no reconciliation occurs, there is a significant risk
that costs in this area could be either significantly greater or less than in the
current budgets. Encumbering will begin on July 1, 2007, which will assist in
this area.
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11. Budget Monitoring No

+ Are budget revisions completed in a timely manner?...........ccocoovoninnininicnenen Yes
The district brings budget revisions forward throughout the school year as
needed. Where FCMAT found unbudgeted revenue, interviews revealed that it
was received after the second interim so the revisions were in process.

« Does the district openly discuss the impact of
budget revisions at the board [EVEI? ..o Yes
FCMAT's review of budgets brought to the board contained enough detail to
explain clearly which budgets were being revised.

* Are budget revisions made or confirmed by the board
at the same time the collective bargaining agreement is ratified?............ccccccvvenne Yes
The district brings budget revisions to the board at the same time as collective
bargaining agreement ratification.

+ Has the district’s long term debt decreased from the prior fiscal year? ................... No
Long term debt has increased because of uncompensated absences and
because new portables were charged against the developer fee fund.

+ Has the district identified the repayment sources for long term debt or non voter-
approved debt, i.e. certificates of participation, capital leases? .........cccccevvevurneee. Yes
The district has identified ongoing repayment sources for all long term debt
and capital leases.

+ Does the district’s financial system have a hard coded warning
regarding insufficient funds for requisitions and purchase orders?............ccceennee. No
Although not in place at this time, the district has plans to begin using the
hard code warning regarding insufficient budgets for purchase orders and
requisitions as of July 1, 2007. FCMAT agrees with the district that this change
should occur to better monitor and control the budget and spending.

* Does the district encumber salaries and benefits?............ccoeoirciiincicinccce No
The district does not encumber salaries and benefits at this time, but plans
to begin doing so as of July 1, 2007. FCMAT believes that the district should
continue to make this a priority so that it can more effectively monitor and
control these largest budget items.

+ Does the district clear prior year accounts, such as accounts
receivable, accounts payable and deferred revenue by first interim?...........c........... No
The district had accounts receivable and payables from the prior year that
were not cleared at the time of FCMAT'’s review in April 2007.

« If the district does not clear prior year accounts by first interim,
are they cleared by S€CONd INTEIIM?......coviiiiii e No
The district had accounts receivable and payables from the prior year that
were not cleared at the time of FCMAT'’s review in April 2007.
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12. Retiree Health Benefits No

+ Has the district completed an actuarial valuation to determine
the unfunded liability under GASB 45 requirements? ..........ccoceverenienienieneneneeene No

The Governmental Accounting Standards Board Statement No. 45 (GASB 45)
requires that an actuarial report be completed for other post-employment
benefits and that the liability be recognized as an obligation on the district’s
financial statements. The actuarial report should be completed in compliance
with GASB 45. Although a company has been contracted to perform an
actuarial valuation, the actuarial report was not yet complete at the time of
FCMAT's review.

+ Does the district have a plan for addressing the retiree benefits liabilities? ............. No
The district offers post-employment retiree benefits based on specific language
in the respective bargaining agreements and uses the pay-as-you-go method to
fund the benefits. The district has not adopted a more specific plan to address
the liability of retiree benefits because it does not have an actuarial report.

+ Has the district conducted a re-enroliment process to identify eligible retirees? .....No
The district has not conducted a re-enrollment process to identify eligible
retirees. This could decrease overall costs if there are retirees who are
receiving benefits but are no longer eligible. Many school districts that have
conducted re-enrollment have been surprised at the amount of money saved.

13. Leadership/Stability Yes

+ Does the district have a superintendent and/or chief business
official that has been with the district more than two years? ..........ccccoecevvvieienenne Yes
Both the superintendent and the chief business official have been with the
district for more than two years.

+ Does the governing board adopt clear and timely policies and
support the administration in their implementation of those?...........ccccceeveveiirnee. Yes
It appears that the governing board does adopt clear and timely policies when
the administration brings the suggestions forward as needed.

14. Charter Schools: Not applicable; there are no district-approved charters

+ Has the district identified a specific employee or department for oversight
responsibility to be responsible for oversight of the charter? ................ Not applicable

+ Has the charter school submitted the required financial reports? ......... Not applicable

+ Has the charter school received an independent audit reflecting findings that
may impact the fiscal certification of the authorizing agency? .............. Not applicable

+ |s the district monitoring and reporting the current status to the board

Black Oak Mine Unified School District
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15. Audit Report

to ensure that an informed decision can be made regarding the
reauthorization of the charter?

Not applicable

Yes

+ Did the district receive an audit report without material findings? ...........c.ccoceeeene. No
Although the district has the following audit findings, these types of finding

are not uncommon in school districts. It is important that audit findings and
recommendations be implemented so that they do not continue to occur. The
district has been able to implement most findings and should continue to make

it a priority to do so.

Year Type of Finding Finding Implemented in
next Year?
2004 Student Body Cash | The district should use pre-numbered Partially
Receipts receipts for receiving money and retain Implemented in
supporting source documentation for all | 2005
deposits.
2004 Attendance Teachers need to print and sign all Yes, Fully
attendance reports before submittal Implemented in
2005
2005 Student Body Cash Need to use pre-numbered receipts for Yes, Fully
Receipts receiving money and retain supporting Implemented in
source documentation for all deposits. 2006
2005 ROP Cash All district expenditures should be No, not
Disbursements supported by a completed purchase implemented in
order prepared and approved in advance | 2006.
of the purchase
2005 Cash Receipts, Deposits should be made as soon as Yes, Fully
Cafeteria possible to ensure the district receives Implemented in
maximum earnings on district assets. 2006
2005 Continuation District must ensure that classes are Yes, Fully
Attendance supervised by only district employees Implemented in
with a valid certification document thatis | 2006
registered as required by law.
2005 Proposition 20 District should ensure that all purchases | Yes, Fully
Lottery Funds using Proposition 20 State Lottery Funds | Implemented in
comply with the program requirements. 2006
2006 Cash Disbursements | District should use purchase orders for Can't be determined
all expenditures to improve internal and | until the 2007 audit.
budgetary controls, and approved in
advance of the purchase.
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2006 Student Body Disbursement should not be made Can't be determined
Records from student body accounts without until the 2007 audit.
prior approval by the student body
administrator.
2006 Student Body Bank Monthly bank reconciliations must be Can’t be determined
Account performed with differences promptly until the 2007 audit.
resolved and all activity posted to the
register.
2006 Cafeteria Clearing Procedures must be implemented to Can’t be determined
Account ensure that all commercial bank accounts | until the 2007 audit.
are reconciled to the monthly bank
statements balance in a timely manner.
2006 Kindergarten District should implement procedures to | Can’t be determined

Continuation

ensure completed retention forms are
on file for all kindergarten students prior
to the beginning of the second year of
kindergarten.

until the 2007 audit.

+ Can the audit findings be addressed without
impacting the district’s fiscal health? ... Yes
None of the above audit findings will impact the district’s fiscal health unless
they are allowed to continue and are not addressed.

+ Has the audit report been completed and presented within
the statutory timeline? ... Yes
There have not been any issues with completing and presenting the audit

within the statutory timeline.

+ Are audit findings and recommendations reviewed with the board? ...................... Yes
The audit, including all findings and recommendations, is brought to the board
for review.

+ Did the audit report meet both GAAP and GASB standards?..........cccceeevvrvrennene. Yes

The audit reports appear to meet both GAAP and GASB standards.

Black Oak Mine Unified School District
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16. Facilities Yes

+ Has the district passed a general obligation bond? ............cccocveiiieiniiiincinens Yes
The district passed a general obligation bond in 2006.

+ Has the district met the audit and reporting requirements of Proposition 397......... Yes
Based on board reports and other documents that FCMAT reviewed, the audit
and reporting requirements appear to be met.

« Is the district participating in the state’s School Facilities Program? ............ccceeu.. Yes
The district is participating in the state’s school facilities program for
modernization projects.

+ Does the district have sufficient personnel to properly
track and account for facility-related projects? ........ccooevernininnsee Yes
The district has had sufficient personnel to properly track and account for
facility related projects, however, with the passing of the new bond more
assistance may be needed.

+ Has the district met the reporting requirements of the Williams Act?........cccccoe..... Yes
A detailed review was not conducted; however, based on FCMAT's limited
review, it appears that the district has met the reporting requirements of the
Williams Act.

+ |s the district properly accounting for the 3% Routine Repair and
Maintenance Account requirement at the time of budget adoption? ....................... Yes
The district is calculating and accounting for the 3% Routine Repair and
Maintenance Account requirements at the time of budget adoption.

+ Does the district have a facilities master plan that was
completed or updated in the last tWo Yyears? ... Yes
The district has an updated facilities master plan that was developed and used
when the bond was passed in November 2006.

RISK ANALYSIS

1. Total the number of areas in which the district’s fiscal health is not acceptable (“No” Responses).
2. Use the key below to determine the level of risk to the district’s fiscal health.

0-3 4-6 7-10 11-16
Low Moderate High Extremely High

Total “No” responses: 5

Level of Risk: Moderate
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Recommendations
The district should:

1. Monitor its level of fiscal risk by completing the Fiscal Health Risk Analysis
periodically throughout the year.

2. Continue to ensure that deficit spending does not occur in the current and
subsequent years as budgets are updated.

3. Monitor ending fund balances and deficit spending to maintain the state required
3% and the additional board-approved 1% reserve for economic uncertainties.

4. Continue to monitor enrollment and attendance percentages; continually update
projections.

5. Develop additional incentive programs to increase student attendance.

6. Continue efforts to contain general fund contributions to the special education and
transportation programs.

7. Continue with plans to contract for a review of the food service program to
determine if cost saving measures can be implemented.

8. Continue completing all required documentation and disclosures related to collective
bargaining to ensure that the full effect on the district’s future budgets is known.

9. Continue plans to encumber salaries and benefits beginning July 1, 2007 to more
clearly monitor and control costs for these items which make up the largest
portion of any district’s budget.

If encumbering is not initiated beginning July 1, 2007, the district should develop and
maintain an up-to-date reconciliation to ensure that position control, the budget and
the actual amounts paid for salary and benefits are aligned and budgeted correctly.

10. Monitor long term debt closely and identify the funding sources for payments.

11. Continue planning and implementation of a hard coded warning regarding
insufficient budgets for purchase orders and requisitions, to begin July 1, 2007.

12. Clear prior year accounts by the first interim, or by the second interim at the very
latest, so that the effect on the ending fund balance will be known.

13. Conduct a re-enrollment for retirees and existing employees to ensure that benefits
go only to eligible individuals.

14. Ensure that the actuarial study is carried out on post-employment benefits so
that the liability is known. Decide whether to fund these benefits in advance or
continue funding them on a pay-as-you-go basis. Identify revenues or expenditure
reductions to pay the long term liability for retiree benefits.

15. Address all independent audit findings as soon as possible; implement new
processes or controls in areas where findings occur.

Black Oak Mine Unified School District
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Appendices
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Appendix A:

Multiyear Financial Projection Summaries for:
* Unrestricted and Restricted Resources
* Unrestricted Resources Only
* Restricted Resources Only
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Appendix B:

Multiyear Financial Projection Detail
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LEA: Black Oak Mine Unified

General Fund/County School Service Fund
Restricted Resources Only

Resource: 3310 - Special Ed: IDEA Basic Local Assistance Entitlement, Part B, Sec 611 (formerly P

Name Object Code

Revenues
Revenue Limit Sources 8010 - 8099
Federal Revenues 8100 - 8299
Other State Revenues 8300 - 8599
Other Local Revenues 8600 - 8799

Total Revenues

Expenditures
Certificated Salaries 1000 - 1999
Classified Salaries 2000 - 2999
Employee Benefits 3000 - 3999
Books and Supplies 4000 - 4999
Services and Other Operating Expenditures 5000 - 5999
Capital Outlay 6000 - 6900
Other Outgo 7000 - 7299
Direct Support/Indirect Cost 7300 - 7399
Debt Service 7430 - 7439

Total Expenditures

Excess (Deficiency) of Revenues Over Expenditures

Other Financing Sources\Uses
Interfund Transfers In 8910 - 8929
Interfund Transfers Out 7600 - 7629
All Other Financing Sources 8930 - 8979
All Other Financing Uses 7630 - 7699
Contributions 8980 - 8999

Total Other Financing Sources\Uses

Net Increase (Decrease) in Fund Balance

Fund Balance
Beginning Fund Balance (as of July 1 — Unaudited) 9791
Audit Adjustments 9793
Other Restatements 9795

Adjusted Beginning Fund Balance
Ending Fund Balance

Rules:
(1) Rules applied for 8010-8099: RevLim

(2) Rules applied for 1000-1999: Stepinc
(3) Rules applied for 2000-2999: Stepinc

(4) Rules applied for 3000-3999: PRO (1000-2999)

(5) Rules applied for 8980-8999: ManInput

Printed by: Michelle Plumbtree

Print date: 5/16/2007 8:41 AM

Base Year
2006 - 07

$0.00
$193,731.00
$0.00
$0.00
$193,731.00

$39,230.00
$86,092.00
$58,543.00
$0.00
$0.00
$0.00
$0.00
$9,866.00
$0.00
$193,731.00
$0.00

$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00

$0.00
$0.00
$0.00
$0.00
$0.00

Rules

()
@)

®)

Projection: BOMUSD - 2nd Int Projection

Year 1 Year 2 Note
2007 - 08 2008 - 09
$0.00 $0.00
$193,731.00 $193,731.00
$0.00 $0.00
$0.00 $0.00
$193,731.00 $193,731.00
$39,622.30 $40,018.52
$86,952.92 $87,822.45
$59,128.43 $59,719.71
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$9,866.00 $9,866.00
$0.00 $0.00
$195,569.65 $197,426.68
($1,838.65) ($3,695.68)
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$0.00 $0.00
$3,663.47 $7,473.97
$3,663.47 $7,473.97
$1,824.82 $3,778.29
$0.00 $1,824.82
$0.00 $0.00
$0.00 $0.00
$0.00 $1,824.82
$1,824.82 $5,603.11
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LEA: Black Oak Mine Unified Projection: BOMUSD - 2nd Int Projection

General Fund/County School Service Fund
Restricted Resources Only
Resource: 5640 - Medi-Cal Billing Option

Name Object Code Base Year Rules Year 1 Year 2 Note
2006 - 07 2007 - 08 2008 - 09
Revenues
Revenue Limit Sources 8010 - 8099 $0.00 ) $0.00 $0.00
Federal Revenues 8100 - 8299 $55.00 (2) $0.00 $0.00 (1)
Other State Revenues 8300 - 8599 $0.00 $0.00 $0.00
Other Local Revenues 8600 - 8799 $0.00 $0.00 $0.00
Total Revenues $55.00 $0.00 $0.00
Expenditures
Certificated Salaries 1000 - 1999 $500.00 3) $0.00 $0.00
Classified Salaries 2000 - 2999 $0.00 $0.00 $0.00
Employee Benefits 3000 - 3999 $64.00  (4) $0.00 $0.00
Books and Supplies 4000 - 4999 $1,758.62 ($11.55) ($11.41)| (2)
Services and Other Operating Expenditures 5000 - 5999 $164.00  (5) $0.00 $0.00
Capital Outlay 6000 - 6900 $0.00 $0.00 $0.00
Other Outgo 7000 - 7299 $0.00 $0.00 $0.00
Direct Support/Indirect Cost 7300 - 7399 $0.00 $0.00 $0.00
Debt Service 7430 - 7439 $0.00 $0.00 $0.00
Total Expenditures $2,486.62 ($11.55) ($11.41)
Excess (Deficiency) of Revenues Over Expenditures ($2,431.62) $11.55 $11.41
Other Financing Sources\Uses
Interfund Transfers In 8910 - 8929 $0.00 $0.00 $0.00
Interfund Transfers Out 7600 - 7629 $0.00 $0.00 $0.00
All Other Financing Sources 8930 - 8979 $0.00 $0.00 $0.00
All Other Financing Uses 7630 - 7699 $0.00 $0.00 $0.00
Contributions 8980 - 8999 $0.00 $514.64 $520.33
Total Other Financing Sources\Uses $0.00 $514.64 $520.33
Net Increase (Decrease) in Fund Balance ($2,431.62) $526.19 $531.74
Fund Balance
Beginning Fund Balance (as of July 1 — Unaudited) 9791 $2,431.62 $0.00 $526.19
Audit Adjustments 9793 $0.00 $0.00 $0.00
Other Restatements 9795 $0.00 $0.00 $0.00
Adjusted Beginning Fund Balance $2,431.62 $0.00 $526.19
Ending Fund Balance $0.00 $526.19 $1,057.93
Notes:
(1) eliminate revenue in future years. record budget only after receipt

(2)
(2.1) Object 4300: This object was used for autobalancing (at 4/23/2007). Initial Value is: 1,759.00%. For project years see applied Autobalanced Rule.

Rules:
(1) Rules applied for 8010-8099: RevLim

(2) Rules applied for 8100-8299: CustAmt
(3) Rules applied for 1000-1999: Zap
(4) Rules applied for 3000-3999: Zap
(5) Rules applied for 5000-5999: Zap
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LEA: Black Oak Mine Unified Projection: BOMUSD - 2nd Int Projection

General Fund/County School Service Fund
Restricted Resources Only
Resource: 5810 - SS/HS Grant

Name Object Code Base Year Rules Year 1 Year 2 Note
2006 - 07 2007 - 08 2008 - 09

Revenues
Revenue Limit Sources 8010 - 8099 $0.00 ) $0.00 $0.00
Federal Revenues 8100 - 8299 $1,432,487.00 (2) $1,432,487.00 $0.00 (1)
Other State Revenues 8300 - 8599 $0.00 $0.00 $0.00
Other Local Revenues 8600 - 8799 $0.00 $0.00 $0.00

Total Revenues $1,432,487.00 $1,432,487.00 $0.00

Expenditures
Certificated Salaries 1000 - 1999 $202,688.00 3) $204,714.88 $0.00 (2)
Classified Salaries 2000 - 2999 $144,645.00  (4) $146,091.45 $0.00 (3)
Employee Benefits 3000 - 3999 $113,691.00  (5) $114,827.91 $0.00 (4)
Books and Supplies 4000 - 4999 $33,100.00 $33,135.36 $32,726.07
Services and Other Operating Expenditures 5000 - 5999 $581,458.00  (6) $581,458.00 $370,882.76  (5)
Capital Outlay 6000 - 6900 $55,000.00 $55,000.00 $55,000.00
Other Outgo 7000 - 7299 $0.00 $0.00 $0.00
Direct Support/Indirect Cost 7300 - 7399 $46,739.00 $46,500.00 $17,355.00
Debt Service 7430 - 7439 $0.00 $0.00 $0.00

Total Expenditures $1,177,321.00 $1,181,727.60 $475,963.83

Excess (Deficiency) of Revenues Over Expenditures $255,166.00 $250,759.40 ($475,963.83)

Other Financing Sources\Uses
Interfund Transfers In 8910 - 8929 $0.00 $0.00 $0.00
Interfund Transfers Out 7600 - 7629 $0.00 $0.00 $0.00
All Other Financing Sources 8930 - 8979 $0.00 $0.00 $0.00
All Other Financing Uses 7630 - 7699 $0.00 $0.00 $0.00
Contributions 8980 - 8999 $0.00 $0.00 $0.00

Total Other Financing Sources\Uses $0.00 $0.00 $0.00

Net Increase (Decrease) in Fund Balance $255,166.00 $250,759.40 ($475,963.83)

Fund Balance
Beginning Fund Balance (as of July 1 — Unaudited) 9791 $0.00 $255,166.00 $505,925.40
Audit Adjustments 9793 $0.00 $0.00 $0.00
Other Restatements 9795 $0.00 $0.00 $0.00
Adjusted Beginning Fund Balance $0.00 $255,166.00 $505,925.40
Ending Fund Balance $255,166.00 $505,925.40 $29,961.57

Notes:

(1) SS/HS grant ends after 2007-08

(2) SS/HS grant ends after 2007-08. Assumption that the staff charged to this grant will be eliminated rather than moved to another program.

3) SS/HS grant ends after 2007-08. Assumption that the staff charged to this grant will be eliminated rather than moved to another program.

(4) SS/HS grant ends after 2007-08. Assumption that the staff charged to this grant will be eliminated rather than moved to another program.

(5) subtract $210,575.24 from 2008-09 budget to eliminate negative ending balance in this program

Rules:

(1) Rules applied for 8010-8099: RevLim

(2) Rules applied for 8100-8299: CustAmt

(3) Rules applied for 1000-1999: StepInc, CustAmt
(4) Rules applied for 2000-2999: Steplnc, CustAmt
(5) Rules applied for 3000-3999: PRO (1000-2999)
(6) Rules applied for 5000-5999: CustAmt
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LEA: Black Oak Mine Unified Projection: BOMUSD - 2nd Int Projection

General Fund/County School Service Fund
Restricted Resources Only
Resource: 6286 - English Language Acquisition Program, Teacher Training & Student Assistance

Name Object Code Base Year Rules Year 1 Year 2 Note
2006 - 07 2007 - 08 2008 - 09
Revenues
Revenue Limit Sources 8010 - 8099 $0.00 ) $0.00 $0.00
Federal Revenues 8100 - 8299 $0.00 $0.00 $0.00
Other State Revenues 8300 - 8599 $400.00 $418.12 $429.41
Other Local Revenues 8600 - 8799 $0.00 $0.00 $0.00
Total Revenues $400.00 $418.12 $429.41
Expenditures
Certificated Salaries 1000 - 1999 $0.00 $0.00 $0.00
Classified Salaries 2000 - 2999 $0.00 $0.00 $0.00
Employee Benefits 3000 - 3999 $0.00 $0.00 $0.00
Books and Supplies 4000 - 4999 $1,800.00 $395.84 $418.42 (1)
Services and Other Operating Expenditures 5000 - 5999 $0.00 $0.00 $0.00
Capital Outlay 6000 - 6900 $0.00 $0.00 $0.00
Other Outgo 7000 - 7299 $0.00 $0.00 $0.00
Direct Support/Indirect Cost 7300 - 7399 $0.00 $0.00 $0.00
Debt Service 7430 - 7439 $0.00 $0.00 $0.00
Total Expenditures $1,800.00 $395.84 $418.42
Excess (Deficiency) of Revenues Over Expenditures ($1,400.00) $22.28 $10.99
Other Financing Sources\Uses
Interfund Transfers In 8910 - 8929 $0.00 $0.00 $0.00
Interfund Transfers Out 7600 - 7629 $0.00 $0.00 $0.00
All Other Financing Sources 8930 - 8979 $0.00 $0.00 $0.00
All Other Financing Uses 7630 - 7699 $0.00 $0.00 $0.00
Contributions 8980 - 8999 $0.00 $0.00 $0.00
Total Other Financing Sources\Uses $0.00 $0.00 $0.00
Net Increase (Decrease) in Fund Balance ($1,400.00) $22.28 $10.99
Fund Balance
Beginning Fund Balance (as of July 1 — Unaudited) 9791 $1,400.00 $0.00 $22.28
Audit Adjustments 9793 $0.00 $0.00 $0.00
Other Restatements 9795 $0.00 $0.00 $0.00
Adjusted Beginning Fund Balance $1,400.00 $0.00 $22.28
Ending Fund Balance $0.00 $22.28 $33.27
Notes:
(1) reduce budget by $1400 to match revenue
Rules:

(1) Rules applied for 8010-8099: RevLim
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LEA: Black Oak Mine Unified

Name

Revenues
Revenue Limit Sources
Federal Revenues
Other State Revenues
Other Local Revenues
Total Revenues
Expenditures
Certificated Salaries
Classified Salaries
Employee Benefits
Books and Supplies
Services and Other Operating Expenditures
Capital Outlay
Other Outgo
Direct Support/Indirect Cost
Debt Service
Total Expenditures
Excess (Deficiency) of Revenues Over Expenditures
Other Financing Sources\Uses
Interfund Transfers In
Interfund Transfers Out
All Other Financing Sources
All Other Financing Uses
Contributions
Total Other Financing Sources\Uses
Net Increase (Decrease) in Fund Balance
Fund Balance
Beginning Fund Balance (as of July 1 — Unaudited)
Audit Adjustments
Other Restatements
Adjusted Beginning Fund Balance
Ending Fund Balance

Notes:
(1) reduce budget so ending balance is not negative.

Rules:
(1) Rules applied for 8010-8099: RevLim

Printed by: Michelle Plumbtree

General Fund/County School Service Fund

Restricted Resources Only

Resource: 6300 - Lottery: Instructional Materials

Object Code

8010 - 8099
8100 - 8299
8300 - 8599
8600 - 8799

1000 - 1999
2000 - 2999
3000 - 3999
4000 - 4999
5000 - 5999
6000 - 6900
7000 - 7299
7300 - 7399
7430 - 7439

8910 - 8929
7600 - 7629
8930 - 8979
7630 - 7699
8980 - 8999

9791
9793
9795

Print date: 5/16/2007 8:41 AM

Base Year
2006 - 07

$0.00
$0.00
$49,566.00
$0.00
$49,566.00

$0.00
$0.00
$0.00
$120,856.00
$0.00
$0.00
$0.00
$0.00
$0.00
$120,856.00
($71,290.00)

$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
($71,290.00)

$72,686.87
$0.00
$0.00
$72,686.87
$1,396.87

Rules

Projection: BOMUSD - 2nd Int Projection

Year 1
2007 - 08

$0.00
$0.00
$48,481.75
$0.00
$48,481.75

$0.00
$0.00
$0.00
$49,061.22
$0.00
$0.00
$0.00
$0.00
$0.00
$49,061.22
($579.47)

$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
($579.47)

$1,396.87
$0.00
$0.00
$1,396.87
$817.40

Year 2 Note
2008 - 09

$0.00
$0.00
$46,879.33
$0.00
$46,879.33

$0.00
$0.00
$0.00
$46,862.21 (1)
$0.00
$0.00
$0.00
$0.00
$0.00
$46,862.21
$17.12

$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$17.12

$817.40
$0.00
$0.00
$817.40
$834.52
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LEA: Black Oak Mine Unified Projection: BOMUSD - 2nd Int Projection

General Fund/County School Service Fund
Restricted Resources Only
Resource: 6350 - ROC/P Apportionment

Name Object Code Base Year Rules Year 1 Year 2 Note
2006 - 07 2007 - 08 2008 - 09
Revenues
Revenue Limit Sources 8010 - 8099 $0.00 ) $0.00 $0.00
Federal Revenues 8100 - 8299 $0.00 $0.00 $0.00
Other State Revenues 8300 - 8599 $198,942.00 $207,954.07 $213,568.83
Other Local Revenues 8600 - 8799 $0.00 $0.00 $0.00
Total Revenues $198,942.00 $207,954.07 $213,568.83
Expenditures
Certificated Salaries 1000 - 1999 $0.00 $0.00 $0.00
Classified Salaries 2000 - 2999 $0.00 $0.00 $0.00
Employee Benefits 3000 - 3999 $0.00 $0.00 $0.00
Books and Supplies 4000 - 4999 $0.00 $0.00 $0.00
Services and Other Operating Expenditures 5000 - 5999 $0.00 $0.00 $0.00
Capital Outlay 6000 - 6900 $0.00 $0.00 $0.00
Other Outgo 7000 - 7299 $198,942.00 $207,954.07 $213,568.83
Direct Support/Indirect Cost 7300 - 7399 $0.00 $0.00 $0.00
Debt Service 7430 - 7439 $0.00 $0.00 $0.00
Total Expenditures $198,942.00 $207,954.07 $213,568.83
Excess (Deficiency) of Revenues Over Expenditures $0.00 $0.00 $0.00
Other Financing Sources\Uses
Interfund Transfers In 8910 - 8929 $0.00 $0.00 $0.00
Interfund Transfers Out 7600 - 7629 $0.00 $0.00 $0.00
All Other Financing Sources 8930 - 8979 $0.00 $0.00 $0.00
All Other Financing Uses 7630 - 7699 $0.00 $0.00 $0.00
Contributions 8980 - 8999 $0.00 $0.00 $0.00
Total Other Financing Sources\Uses $0.00 $0.00 $0.00
Net Increase (Decrease) in Fund Balance $0.00 $0.00 $0.00
Fund Balance
Beginning Fund Balance (as of July 1 — Unaudited) 9791 $0.00 $0.00 $0.00
Audit Adjustments 9793 $0.00 $0.00 $0.00
Other Restatements 9795 $0.00 $0.00 $0.00
Adjusted Beginning Fund Balance $0.00 $0.00 $0.00
Ending Fund Balance $0.00 $0.00 $0.00
Rules:

(1) Rules applied for 8010-8099: RevLim
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LEA: Black Oak Mine Unified Projection: BOMUSD - 2nd Int Projection

General Fund/County School Service Fund
Restricted Resources Only
Resource: 6377 - Career Technical Education Equipment

Name Object Code Base Year Rules Year 1 Year 2 Note
2006 - 07 2007 - 08 2008 - 09
Revenues
Revenue Limit Sources 8010 - 8099 $0.00 ) $0.00 $0.00
Federal Revenues 8100 - 8299 $0.00 $0.00 $0.00
Other State Revenues 8300 - 8599 $27,050.00 $28,275.36 $29,038.79
Other Local Revenues 8600 - 8799 $0.00 $0.00 $0.00
Total Revenues $27,050.00 $28,275.36 $29,038.79
Expenditures
Certificated Salaries 1000 - 1999 $0.00 $0.00 $0.00
Classified Salaries 2000 - 2999 $0.00 $0.00 $0.00
Employee Benefits 3000 - 3999 $0.00 $0.00 $0.00
Books and Supplies 4000 - 4999 $27,050.00 $27,078.89 $26,744.41
Services and Other Operating Expenditures 5000 - 5999 $0.00 $0.00 $0.00
Capital Outlay 6000 - 6900 $0.00 $0.00 $0.00
Other Outgo 7000 - 7299 $0.00 $0.00 $0.00
Direct Support/Indirect Cost 7300 - 7399 $0.00 $0.00 $0.00
Debt Service 7430 - 7439 $0.00 $0.00 $0.00
Total Expenditures $27,050.00 $27,078.89 $26,744.41
Excess (Deficiency) of Revenues Over Expenditures $0.00 $1,196.47 $2,294.38
Other Financing Sources\Uses
Interfund Transfers In 8910 - 8929 $0.00 $0.00 $0.00
Interfund Transfers Out 7600 - 7629 $0.00 $0.00 $0.00
All Other Financing Sources 8930 - 8979 $0.00 $0.00 $0.00
All Other Financing Uses 7630 - 7699 $0.00 $0.00 $0.00
Contributions 8980 - 8999 $0.00 $0.00 $0.00
Total Other Financing Sources\Uses $0.00 $0.00 $0.00
Net Increase (Decrease) in Fund Balance $0.00 $1,196.47 $2,294.38
Fund Balance
Beginning Fund Balance (as of July 1 — Unaudited) 9791 $0.00 $0.00 $1,196.47
Audit Adjustments 9793 $0.00 $0.00 $0.00
Other Restatements 9795 $0.00 $0.00 $0.00
Adjusted Beginning Fund Balance $0.00 $0.00 $1,196.47
Ending Fund Balance $0.00 $1,196.47 $3,490.85
Rules:

(1) Rules applied for 8010-8099: RevLim
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LEA: Black Oak Mine Unified

Name

Revenues

Revenue Limit Sources
Federal Revenues
Other State Revenues

Other Local Revenues

Total Revenues

Expenditures

Certificated Salaries

Classified Salaries

Employee Benefits

Books and Supplies

Services and Other Operating Expenditures
Capital Outlay

Other Outgo

Direct Support/Indirect Cost

Debt Service

Total Expenditures

Excess (Deficiency) of Revenues Over Expenditures

Other Financing Sources\Uses

Interfund Transfers In
Interfund Transfers Out

All Other Financing Sources
All Other Financing Uses

Contributions

Total Other Financing Sources\Uses

Net Increase (Decrease) in Fund Balance

Fund Balance

Beginning Fund Balance (as of July 1 — Unaudited)

Audit Adjustments

Other Restatements

Adjusted Beginning Fund Balance
Ending Fund Balance

Notes:

(1

General Fund/County School Service Fund
Restricted Resources Only

Resource: 6405 - School Safety & Violence Prevention, Grades 8-12

Object Code

8010 - 8099
8100 - 8299
8300 - 8599
8600 - 8799

1000 - 1999
2000 - 2999
3000 - 3999
4000 - 4999
5000 - 5999
6000 - 6900
7000 - 7299
7300 - 7399
7430 - 7439

8910 - 8929
7600 - 7629
8930 - 8979
7630 - 7699
8980 - 8999

9791
9793
9795

decrease by $11,462.97 in 08-09 to eliminate negative balance

Rules:

Q)
()
@)
(4)

Rules applied for 8010-8099: RevLim
Rules applied for 1000-1999: Stepinc
Rules applied for 2000-2999: Stepinc
Rules applied for 3000-3999: PRO (1000-2999)

Printed by: Michelle Plumbtree

Print date: 5/16/2007 8:41 AM

Base Year
2006 - 07

$0.00
$0.00
$47,100.00
$0.00
$47,100.00

$2,100.00
$8,830.00
$5,469.00
$14,000.00
$28,563.00
$0.00
$0.00
$3,164.00
$0.00
$62,126.00
($15,026.00)

$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
($15,026.00)

$34,108.64
$0.00
$0.00
$34,108.64
$19,082.64

Rules

()
@)

Projection: BOMUSD - 2nd Int Projection

Year 1
2007 - 08

$0.00
$0.00
$49,233.63
$0.00
$49,233.63

$2,121.00
$8,918.30
$5,523.69
$14,014.95
$28,563.00
$0.00
$0.00
$3,376.95
$0.00
$62,517.89
($13,284.26)

$0.00
$0.00

$0.00

$0.00

$0.00

$0.00
($13,284.26)

$19,082.64
$0.00
$0.00
$19,082.64
$5,798.38

Year 2 Note
2008 - 09

$0.00
$0.00
$50,562.94
$0.00
$50,562.94

$2,142.21
$9,007.48
$5,578.93
$4,626.72 (1)
$28,563.00
$0.00
$0.00
$2,850.32
$0.00
$52,768.66
($2,205.72)

$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
($2,205.72)

$5,798.38
$0.00
$0.00
$5,798.38
$3,592.66

Page 19 of 42



LEA: Black Oak Mine Unified

Name

Revenues
Revenue Limit Sources
Federal Revenues
Other State Revenues
Other Local Revenues
Total Revenues
Expenditures
Certificated Salaries
Classified Salaries
Employee Benefits
Books and Supplies
Services and Other Operating Expenditures
Capital Outlay
Other Outgo
Direct Support/Indirect Cost
Debt Service
Total Expenditures
Excess (Deficiency) of Revenues Over Expenditures
Other Financing Sources\Uses
Interfund Transfers In
Interfund Transfers Out
All Other Financing Sources
All Other Financing Uses
Contributions
Total Other Financing Sources\Uses
Net Increase (Decrease) in Fund Balance
Fund Balance
Beginning Fund Balance (as of July 1 — Unaudited)
Audit Adjustments
Other Restatements
Adjusted Beginning Fund Balance
Ending Fund Balance

Rules:
(1) Rules applied for 8010-8099: RevLim

(2) Rules applied for 1000-1999: Stepinc

(3) Rules applied for 2000-2999: Stepinc

(4) Rules applied for 3000-3999: PRO (1000-2999)
(5) Rules applied for 8980-8999: CustAmt

Printed by: Michelle Plumbtree

General Fund/County School Service Fund
Restricted Resources Only
Resource: 6500 - Special Education

Object Code

8010 - 8099
8100 - 8299
8300 - 8599
8600 - 8799

1000 - 1999
2000 - 2999
3000 - 3999
4000 - 4999
5000 - 5999
6000 - 6900
7000 - 7299
7300 - 7399
7430 - 7439

8910 - 8929
7600 - 7629
8930 - 8979
7630 - 7699
8980 - 8999

9791
9793
9795

Print date: 5/16/2007 8:41 AM

Base Year
2006 - 07

$189,746.00
$0.00
$0.00
$413,349.00
$603,095.00

$426,724.00
$96,271.00
$187,807.00
$1,000.00
$207,866.00
$0.00
$83,000.00
$253,194.00
$0.00
$1,255,862.00
(8652,767.00)

$0.00
$0.00
$0.00
$0.00
$652,767.02
$652,767.02
$0.02

($0.02)
$0.00
$0.00

($0.02)
$0.00

Projection: BOMUSD - 2nd Int Projection

Rules Year 1
2007 - 08

™) $189,746.00
$0.00

$0.00

$413,349.00

$603,095.00

@) $430,991.24
@3) $97,233.71
() $189,685.07
$1,001.07

$213,270.52

$0.00

$83,000.00

$247,788.41

$0.00

$1,262,970.02
(8659,875.02)

$0.00
$0.00

$0.00

$0.00

(5) $659,875.02
$659,875.02

$0.00

$0.00
$0.00
$0.00
$0.00
$0.00

Year 2 Note
2008 - 09

$189,746.00
$0.00
$0.00
$413,349.00
$603,095.00

$435,301.15
$98,206.05
$191,581.92
$988.70
$218,389.01
$0.00
$83,000.00
$242,682.29
$0.00
$1,270,149.12
($667,054.12)

$0.00
$0.00
$0.00
$0.00
$667,054.12
$667,054.12
$0.00

$0.00
$0.00
$0.00
$0.00
$0.00
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LEA: Black Oak Mine Unified Projection: BOMUSD - 2nd Int Projection

General Fund/County School Service Fund
Restricted Resources Only
Resource: 6660 - Tobacco-Use Prevention Education: Elementary Grades 4-8

Name Object Code Base Year Rules Year 1 Year 2 Note
2006 - 07 2007 - 08 2008 - 09
Revenues
Revenue Limit Sources 8010 - 8099 $0.00 ) $0.00 $0.00
Federal Revenues 8100 - 8299 $0.00 $0.00 $0.00
Other State Revenues 8300 - 8599 $3,061.00 $2,906.52 $2,919.48 (1)
Other Local Revenues 8600 - 8799 $0.00 $0.00 $0.00
Total Revenues $3,061.00 $2,906.52 $2,919.48
Expenditures
Certificated Salaries 1000 - 1999 $495.00 $499.95 $504.95
Classified Salaries 2000 - 2999 $189.00 (2) $190.89 $192.80
Employee Benefits 3000 - 3999 $218.00 $224.58 $231.48
Books and Supplies 4000 - 4999 $69.00 $69.07 $68.22 (2)
Services and Other Operating Expenditures 5000 - 5999 $1,926.00 (3) $1,765.03 $1,765.03  (3)
Capital Outlay 6000 - 6900 $0.00 $0.00 $0.00
Other Outgo 7000 - 7299 $0.00 $0.00 $0.00
Direct Support/Indirect Cost 7300 - 7399 $164.00 $157.00 $157.00
Debt Service 7430 - 7439 $0.00 $0.00 $0.00
Total Expenditures $3,061.00 $2,906.52 $2,919.48
Excess (Deficiency) of Revenues Over Expenditures $0.00 $0.00 $0.00
Other Financing Sources\Uses
Interfund Transfers In 8910 - 8929 $0.00 $0.00 $0.00
Interfund Transfers Out 7600 - 7629 $0.00 $0.00 $0.00
All Other Financing Sources 8930 - 8979 $0.00 $0.00 $0.00
All Other Financing Uses 7630 - 7699 $0.00 $0.00 $0.00
Contributions 8980 - 8999 $0.00 $0.00 $0.00
Total Other Financing Sources\Uses $0.00 $0.00 $0.00
Net Increase (Decrease) in Fund Balance $0.00 $0.00 $0.00
Fund Balance
Beginning Fund Balance (as of July 1 — Unaudited) 9791 $0.00 $0.00 $0.00
Audit Adjustments 9793 $0.00 $0.00 $0.00
Other Restatements 9795 $0.00 $0.00 $0.00
Adjusted Beginning Fund Balance $0.00 $0.00 $0.00
Ending Fund Balance $0.00 $0.00 $0.00
Notes:
(1) eliminate 2005-06 deferred revenue of $160.97 Includes deferred revenue for 07-08 and 08-09
(2) budgets decreased by minimal amounts in order to balance the resource

3) eliminate 2005-06 deferred revenue of $160.97

Rules:
(1) Rules applied for 8010-8099: RevLim

(2) Rules applied for 2000-2999: Stepinc
(3) Rules applied for 5000-5999: CustAmt
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LEA: Black Oak Mine Unified

General Fund/County School Service Fund
Restricted Resources Only

Resource: 6670 - Tobacco-Use Prevention Education: High School Competitive Grants

Name

Revenues
Revenue Limit Sources
Federal Revenues
Other State Revenues
Other Local Revenues
Total Revenues
Expenditures
Certificated Salaries
Classified Salaries
Employee Benefits
Books and Supplies
Services and Other Operating Expenditures
Capital Outlay
Other Outgo
Direct Support/Indirect Cost
Debt Service
Total Expenditures
Excess (Deficiency) of Revenues Over Expenditures
Other Financing Sources\Uses
Interfund Transfers In
Interfund Transfers Out
All Other Financing Sources
All Other Financing Uses
Contributions
Total Other Financing Sources\Uses
Net Increase (Decrease) in Fund Balance
Fund Balance
Beginning Fund Balance (as of July 1 — Unaudited)
Audit Adjustments
Other Restatements
Adjusted Beginning Fund Balance
Ending Fund Balance

Notes:
(1) Includes deferred revenue for 07-08

Rules:
(1) Rules applied for 8010-8099: RevLim

Printed by: Michelle Plumbtree

Object Code

8010 - 8099
8100 - 8299
8300 - 8599
8600 - 8799

1000 - 1999
2000 - 2999
3000 - 3999
4000 - 4999
5000 - 5999
6000 - 6900
7000 - 7299
7300 - 7399
7430 - 7439

8910 - 8929
7600 - 7629
8930 - 8979
7630 - 7699
8980 - 8999

9791
9793
9795

Print date: 5/16/2007 8:41 AM

Base Year
2006 - 07

$0.00
$0.00
$30,411.00
$0.00
$30,411.00

$0.00
$480.00
$113.00
$1,281.00
$24,431.00
$0.00
$0.00
$1,492.00
$0.00
$27,797.00
$2,614.00

$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$2,614.00

$0.00
$0.00
$0.00
$0.00
$2,614.00

Rules

Projection: BOMUSD - 2nd Int Projection

Year 1
2007 - 08

$0.00
$0.00
$25,865.58
$0.00
$25,865.58

$0.00
$480.00
$113.00
$1,282.37
$25,066.21
$0.00
$0.00
$1,538.00
$0.00
$28,479.58
($2,614.00)

$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
($2,614.00)

$2,614.00
$0.00
$0.00
$2,614.00
$0.00

Year 2 Note
2008 - 09

$0.00

$0.00
$29,099.33 (1)

$0.00
$29,099.33

$0.00
$480.00
$113.00
$1,266.53
$25,667.80
$0.00
$0.00
$1,572.00
$0.00
$29,099.33
$0.00

$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00

$0.00
$0.00
$0.00
$0.00
$0.00
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