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What we will cover today

Three pars:
1. The big picture — what a site-leader needs to know
2 School district budgeting

5 Sife-level budgeting
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Aiways keep in mind

Developing and implementing budgets is a critical skifl for all principais

Krowing it and doing it weli increases your chances for success in all areas —
student achievement, site management, instructional leadership

itcan be a career ender if you don't pay attention and get sloppy

Or, at the very least, you develop & bad reputation in the business office,
thereby making your Jife harder

Part one:

School finance in California:
The basics

February 26, 2011
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K-adult revenue sources

LEAs typically get their revenues from five sources:”

State aid: state sales and income taxes — aliocated to Proposition 98

Property taxes: Collected locally but allocated to schools based on a state-determined
formula [Prop, 98)

Federal aid: Earmarked for special pumposes, most notably Child Nutrition, Special
Edccation, and No Child Left Behind (NCLB)

Local misceflanepus: Can include such sources as community contributions, inferest
income, developer fees, and revanues from tocal parces tax elections

Lotiery: Portions of the proceeds from the Calformia State Lottery goes to school districts

onha pler-pup%i basis, providing & token per-pupl! aliocation 1o schoo! districts and charter
schools

* EdSeurce and Legislative Analyat's Ofice

)

School district revenue sources:
2008.10

* Mot &l revenues go to insfruction., For exampie, $2.5 tiflon pays for thild care and adul ed,

Lattery

1.3%
Lo cal

misceliananys
f— 6.2%

Federal
S Government
12.3%

State ‘Local property
58.8% taxes
21, 4%

EdSouree Jan, 2010

]
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Statewide expenditure averages

o Approx. 70% of the revenue districts receive is for gensral purposes — calied &
“revenue fimit”

o Approx. 30% is for categorical programs (includes state and federal funds)
o These statewide percentages can vary a little year-to-year

o Butthey can vaty significantly from district to district

Where the money goes - PVUSD example

Indirect Costs & Transiers Out -
0.31)%

Services - 1.15% Capital Outiay - 0.01%%

Other Uses - 0.41%
Booke & Suppiies - 4 40%

Emploves Benefits - 31.37%

Certificated Salaries - 40.17%

Clagsified MprmtSalaries - 1.34%

L Certificated Mgmt Salaries -
L
Classified Salaries - 15.91% 34%

February 26, 2011 4



ACSA Aspiring Principals Institute: Pajaro Valley USD

Site Budgeting for Site Leaders Business Services Division

Revenue limits

@ School district general purpose funds are based on a revenue limit calcutation
o Adistrict's revenue limit is a per-pupit amount based on historical formuias

o Each district has its own revenue limit based on a lengthy formula that takes into
account the district's type and size

o Itis a combination of local property taxes and state aid (Prop. 98)

o Adistrict’s fotai revenue limit is calculated by multipiying it par-pupii amount by
its total average datly attendance (ADA)

o These funds refresent the bulk of revenues availabie for general purposes —
salaries, benefits, operations, administration, efe.

Determining revenue limits

Revenue Limit District Funding

Froparis S?ate

! Money from Money
{ LocalTaxes from State 4

BevenGe Liniy

Key point: The amount of property tax your district receives doesn't change
the size of your barrel (unless you are basic sid). More property tax just
decreasas the state's share of funding for your district's revenue fimit,

February 26, 2011
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Revenue limit exception:
Basic Aid districts
t There are 2 few axceptions to the typical revenue limit calculation
o  These disiricts are called “basic ald” or “excess revenue” districts
o i adistict's funding barrel is filled by local property tax revenuss, the state has no
need fo "top off" the barrel
o [ the barrel overilows with local property taxes, the district gets o keep the overage
o Theterm “basic ald” refers fo basic general purpose funding such districts use to
receive from the state prior to 2002-03
D Inany year, there are approx, 60 1o 80 Basic Aid Disirict Funding
districts classified as basic aid*
1 Money from
¢ Local Taxes
Em.\
::::m
* EdSource website

1i

Categorical programs

o Districts also receive “categorical aid” from the state and federal governments

o State categorical funding is part of the Proposition 98 overall statewide K-adult
funding guarantes

o Amount of categorical aid will vary widely from district o district

o These funds typically represent about 30% of district income - but there are
exceptions

o Categ]c{ical aid comes from over 120 separate state and federal programs, usually
with their own set of reguiations and targeted purposes

NOTE: Categerical aid is mixed with revenue limit monies to fund program operations, salaries, and benefits

12
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Current categorical flexibility

O As partof the 2008-09 and 2008-10 February '09 budget package, categorical
programs ara now divided into thres tiers

e Tierl
= No funding reduction, no program flexibility, no statutory requirements
waived (w/ exception of CSR penalty provisions)
e Tierlh

o Funding reducton of approximately 15.38% from 2008-09 previously
enacted levels, but no flexibility, and programs are to be operated
according fo the current requirements

e Tierli:

o Funding reduction of approximately 15.38% from 2008-09 levels, but
with maximum fiexibility to move funding for any educational purpose

in effect from 2008-09 until 2012-13

13

Tier one categorical programs

No 08-09 and 08-10 funding reduction and no fiexibility;

Child Development

Child Nutrifion - NOTE - AVID funding s aiso
Economic impact Aid protected, however AVID is not 2

K-3 Class Size Reduction Proposifion 98 funded categorical
Proposifion 49 After School Programs pregEm

Speciat Education

Quality Educafion investment Act

Home-fo-School Transportation

Special Education Transportation

g oo o~ o B e N
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Tier two categorical programs

15.38% reduction 2008-09 and 4.46% in 2009-10 and no fiexibility:

Adults in correctional faciifies
Parinership Academiss

Apprenticeship Programs

State Testing

5. English Language Acquisifion Program
& Agriculture-Vocational Education

7. Foster Youth

8. Charter School Facilites Grants

5. K-12 High Speed Network

10, Multi-Track YRE

> W

Tier three programs

o 15.38% reduction in 2008-09 and 4.46% in 2009-10, but total frexibility to

shift funding to any other educational purpose (including fo the district's
unrestricted Generai Fund):

o All remaining K-adult Propositicn 98 categorical srograms

© Tiers and associated fiexibility apply to state categorical programs only -
not Federal

o Funding for affected programs will be based on 2008-0% funding leves
rather than the factors used in existing program formulas

February 26, 2011
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Tier Three List

Tarjetod instructional improvemetr Biock Grant

Aduit Education

Regionat Occupational Gantors and Pragrams

School and Lbeary improvement Slock Grant

Supptemental [rstrsction

inntruclonal Materials

Deferred balntananse

Professionat Development Biock Grant Program
School G g Prograt

Charter Schos! Catagorical Biack Geant

Teacher Credentialing Block Grant

High Priority Schools Grant Program

Auts and Nusic Blodk Grant

Giass Size Reduction - 9th Grads

Sehool Satety Block Grant {8-12)

Fupll Retention Biock Ssant Program

CAHigh Schoo! Exit Exam-nsiructional Suppott and Services

CA School Age Families Education

Math and Reading Professional Dovelopmant
Gitodl ard Tafented

Somtnunity Day Schools

Community -fiased Eaglish Tuforing Program
PE Teacher incentive Progra

Teacher by d for &

Peor Assistace and Review
School Sately Competltive Grants
County Offices of Education - Fiscal Overslght
Gertificated Statf Mentoring
County Offtee of Educatlen » Wilianss Audits
Specialized Becondary Program Grants
Principat Training Program
Amarican ndian Education Gonters
Chitd Oral Health Axsessments
Cerifisalion
Advunced Placement Programs
Bllnguai Teacher Talring
Americanindian Eatly Childncod Education Cettars
Reager Sarvices for the Bilnd
Livic Education
Teacher Dismiasal Appotionment
LA Assooiation ot Student Souncils Sanctions
Chlef Business Cfficers Trafning Program

ion znd Liconsing

Cost of living adjustments (COLA)

Revenue limit and most state categorical programs are subject to a statutory COLA

Butit is not always funded — thereby becoming & deficit factor

From this money, school districts will pay all increased costs of ..,

Step and column
Benefi increases

LA 2 A 4

Negotiated salary increases

Operational cost increases (fuel, electricity, heating, transportafion)
Rising special education cosls

February 26, 2011
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History of deficit factors

20.000% -
18000% 4~

16.000% -

BAQEI, | e e

12.000% -

10630% 7
B.OOOY% (oY
6000% -
4.000%

2800%

0.000%

e Py &*ﬁ@% ,‘;s;&%ﬁ@q@ ¢ ﬁﬁa@%@'&@%@

v

Federal categorical programs

The amounts and influence of federal categorical programs has incressed
significantly the last 10 years

No Child Left Behind (ESEA) law of 2002 significantly increased the role of the
federal government in state and local education funding

?risidFentdObama has increased federal spending ~ ARRA and Federal Education
obs Fun

20

February 26, 2011
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Part two:
School district budgeting
21
I [
[ i
Education has taken most of the cuts
State General Fund expenditures by major program area
Dollars in Billions | % Change
200708 10
2007-08 | 2008-09 | 2008-10 | 2010-11 | 5411
K-12 Education $42.5 | $355 | $34.6 | %363 <1d5Y%>
Higher Education $11.8 $1.7 $10.8 $11.6 <1.4%>
Health and Human Services $29.7 330.9 $250 1 $270 <8.3%>
Corrections and Rehabilitation 310.2 $10.3 $8.2 $0.3 | <00%> |
Natural Resources $1.9 $20 0 $181 8§20  83% |

Source: 2011-12 Governer's Budget Sumimaty

February 26, 2011
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What the typical revenue limit looks like
wp Projected Statutory COLA  ssiwllat Funding =~ Actualfunding oo i Blaction Falls ]
|
7000
a500 s3752 535029 H572
6113.23 | Loss of cost-of-lving
a0 . i F— adjustrment {COLA) f
11 8500 " :\E\ l‘[ ;«;s!isaar: haseline
i 583371 |
S "
E so0t \ / s stoz1  PVUSH’s RL with fint fusding
) il TTST o
| 435207
l 560 ag61,5  PVUSDYsRL I taxes are not extended
i apon ; T T =
| 2007-2008 2008-2008 2009-2045 20102011 20134012
2
L L
| Lol
Ave. revenue limit funding
Revenue Limit Amount (Deficited)
$5.800.00 g
550000
$5.400.00
$6.300.00
$5,20000
$4.100.00
$5.006.00
$4,500.00
$4.800.00 +

2052008 2060007 2007-2008 A05-2008 2008-2010 {Projected)

Year

4
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Governor’s January Proposal:
What it could mean for school districts

Scenario 1
o $18per ADA loss ~ about $400,000 reduction 1o revenues

o 3350 per ADA loss — approx. $6 million reduction o revenues

NOTE:

@ Many districts are deficit spending regardiess of which scenario — this could
require additional reductions to balance the budget

25

The role of the business office

The responsibiliies of the business office are huge:
Accounting

Budgeting

Purchasing

Technology

Facilities

Maintenance, ops, and grounds

Food services

Transportation

Risk management and safety

And any other operational, technical, ad ministrafive matier

Advice for a new principal - get fo know the business office staff wall, “always take
care of the gate keepers”

Keep in mind that they are not typically educators — they often wili speak and think
differantly than instructional foiks

26
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The role of the Chief Business Officer

o lwiil depend on the size of the district

%= Larger disfricts (6k ADA +) - more of a ladership and strategic roie, with reliance on
epanment directors for technical expertise P &

= Smatler districts (3k ADA -)- more ‘téchnicalexperﬁse and hands on, may rely more on
e county office of education for direct service

= Butthe CBO s the one that's in charge of the operational and fiscal aspects of the
district ~ the stuff that makes the wheels go round

o Their top priority now — keeping the disfrict fiscally sotvent

21

The district budget

o The district's budget is essentially a plan for revenues and expenditure in a
given fiscal year

o But money most often drives policy - s¢ it is also a policy document that
reflects the district's core mission and values

o ltwillalsoserve as a %uide for administrative and operational decisions over
the coarse of the fiscal year

28
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The SACS codes

t  Alischocl district budgeting is oaganized according to the Standardized
Accounting Code Structure {SACS)

0 SACS provides a level of consistency for budget comparisons and reporting

g Itprovides:

s Ability to identify expenditures by iype and amount
s Ability fo make reasonable comparisons between districts and programs

o Districts are required to use SACS for state and federal reporting purposes

28

Typical school expenditures
by category

1000's - certificated empioyees
«Contract teachers/others
Hourly teachers
*Substiiute teachers (staff development)

2000s - classified employees
Contract employess
-Instructional assistants
-Clerical
-Technology/media
Exirafovertime
*Substitutes
3000°s - benefits
*Heaith/waifare

*Mandatory (Social Security, Medi-Care, Workers' Compensation)
*STRS/PERS

February 26, 2011 i5
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Typical school expenditures

4000's - Books & Supplies

sinsfructional materials, pooks, other materials

*Support materials/supplies, software
«Computersffurniturefequipment
5000’s - Services/Operating Expenses

«Travel/conference

*Memberships

+| eases, maintenance agreements
*Equipment repairs

6000's — Capital Outiay
*Furniture/equipment

7000’s Indirect costs

L [
£ 1}
District budget process

Budget action; Adoption date:
Adopted budget” July 1
Unaudited actuals (fiscal activity through yearend) By September 15
Annual independent audit of prior-year budget October each year
15t Inferim Report (activity through Oct 31) December 15
2" interim Report (activity through January 31) March 15
34 interim Report {activity through June 30) If required by COE

Federal fiscal year

QOct 1~ Sept 30

+If no state budgetby July 1, a revised budgat mustbe adopted within 45 days affer the state budgetis adopfed

-Federal expendifure reporting wif foliow the faderal fiscal year

3z

February 26, 2011
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County office oversight

o Al California school districts adhere to the budget adoption process per
Education Code

@ School district budgets and interim reports must contain a three-year fiscal
projection — current FY pius two more

o County offices of education are responsible for the fiscal oversight of
districts within their jurisdiction

o County offices are authorized to approve and/or disapprove district budgets

33

County office review categories

o Per Education Code, the county office shall review and issue a certification
of all school district budget and interim reports

®  July budget adoption - positive certification, conditional, disapprove
& 1%and 2 Interims - positive, qualified, negative
o Positive - the district can meets ifs cbligations over the 3-year forecast

o Qualified - the district may not be able to meet its obligafions over the 3-year
forecast

o Negative - the district will not be abie to meet its obligations over the 3-year
forecast

& The COE can require the district to adopt fiscal stabilization plans to
address current and out-year fiscal shortfalis

34
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RLE st ki

Certifications of Financial Reparts
Coliforniz Schosl Districts - 1997 4a Present
dutanon ol Secton 41116 {Renarts by [ustorl Wharrndents:

Murntar o Distrizts
ERBRES

Octedet Jist b Soudd i« ¢ Hiand By
10 PRIy DO UGN R 300 30 e by e 158 sregquured IF 2 dutsmirs it Quatiiet o1 1hg allves

1 A pemenary Bualhe Lantcatse

F i tapeeted hematrve Gatiheayor:

Malth il

il

2

£ 1 rosected iakhed cgMGION

Adequate cash is critical

frouble

positions

removed

o Cash position and flow is critical ~ run out of cash and a district is in big
o COL's can require districts to take budgetary action to protect their cash

o [fadistrict runs out of available funds, it goes into receivership

o The state appoints a trustee and the board, superintendent and CBO are

26
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Reserves for economic uncertainty

o Al districts are required to maintain minimum reserves for economic
uncertainty

o Most districts are required fo set astde 3 percent of total General Fund
expenditures

o Some districts will be 2 percent if above 50k ADA
o Smaller districts are required fo maintain 4 parcent

o Reserves are not just about the amount of money in the fund, they are about
time — time o react, time to plan

26
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Major players in the budget process

The board of trustess

Budget adviscry committee (if there is one)
Cabinet and leadership teams

3chool site and program staff

Unions

Community and parent groups

Taxpayers

35

Part three:

School site budgeting

40

February 26, 2011
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Budget oversight at the site level

o Asprincipal / agsistant principal, you will oversee several types of budgets

0 The type of funds will depend on district protocols and fiscal practice

Site discrefionary funds

Site operations and administration

Books and supplies

Associated Student Body (ASE) funds

Fedarai grants — QEIA, Title |, SIG

Ciubs, parent groups, site council

Special funds - facilities, recyciing, after-school

41

Organizing your site budget(s)

0 You will likely have several different funding sources — ASB, vearbook, PTC,
site discretionary, campus supervision, etc. etc.

o Understand the rules of each — what you can, and what you can't

o Work with Your district office staff to develop one overall site / program
budget that inciudes all funds and spending

o Organize itin  way you can easily see the macro and micro

O You should be abie to describe the basics of your site / program budget to
your staff, parents, board members, superinténdent

42
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Site budgeting timeline

Knowing what to do and when is ke to success

Develop clear timelines on your site / program budgets over the course of
the fiscal year

Make sure your fiscal and instructional actions match up - if you change
your plan, change your budget to reflect the change (if needed)

Memorialize your actions - text explanations should accompany your
budgets to explain what you did, why, and when you did i,

Keep your district office budget person up to speed - always!

43

Sample timeline

Spring / summer

®  Begin planning for FY and instructional year

w  Determine nefficiencles, deficiencies, and areas of improvement

= Determine avaliable funding and what you wantto accomplish

B Develepbudget that coincides with program implementation and goalsiobjectives

Start of the instructional year
e Resource allogation and match up
®  (versee program and evaluate program startup

During the year

s Periodically evaluate program and budget

Compare any variances to prior year

Monitor year-fo-date spending and where you are to budget

Keap district office personnel and superiors up to date on staius angd progress
Recommend taking these actions monthly

A4
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Typical income sources

Unrestricted fund Grants/Donations
Usually recurring Usually one-time
*Supply and equipment budgets Variable rutes/restrictions
Typically less rules *Provided for specific expenditures
Restricted fund PTA/Booster Clubs

*Categorical programs

*Usualiy recurring

*SIP, EIA-LEP, Tifle 1

*Program-based with rules/restrictons

+Usually ene-time

*Political context ~ keep it in mind
*Provided for specific expenditures
*Be careful / ask questions

45

il

Spending money - best practices

o Remember - all revenues are “green”
0 Spend most restricted doflars first

o Spend time sensifive funds first

o Consider muti-funding

o Good balances are E)mdant - butremember, the money is meant for students, so
spend it appropriately and timely

o Usethe SMART ?oal approach fo evaluate effectiveness - did your spending
pesifively impact leamning and achievement?

February 26, 2011
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ASB funds

o This i typically an account to depesit funds raised by andior for students —
specificaily menticned in Education Code 48930-48538

[n]

Warning! - This is the most common account that is noted for audit exceptions and
mismanagement

O Site leaders are responsible management and reporting

o Itis critical that site leaders master the essentials of proper supervision and
managemeant of ASE funds

47

ASB funds:
Allowable and prohibited expenses
Aliowable Prohibited
Fieid trips and camps Salaries for disirict employee

Science and nature trips Supplies for district purposes

Library materiais Facuity professional development

Awards for students/staff

Expensas for PTC/PTAs
Piayground equpment Maintenance/repair of equipment
Magazine subscriptions
Agazie subserpt ftems of personnel use by disfrict
Student services employees

48
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Financial control and oversight:
Best practices

o Estabiish monthly activity reports and closeiy track expenditures and income

O ldentily a site-love] staff member to act as bookkeeper ~ but monitor them, your
ultirmately ragponsibial

o Follew district and board-adopted procedures
o Distribute monthly reports to club members, staff, and business office staff
o Putin controls for cash management and collection

o See FCMAT manual — www.fomat.org

WARNING ~ Don’t take this for granted. ASB funds can quickly get out of controll

Record keeping

o Don'trely solely on the district office for record keeping
o School finance is complicated — even seasoned veterans make mistakes

o There wili often be & defay from when a site encumbers or spends funds and when
that activity shows up on a district report andior updated buaget

o Keep your own records — it is the site ieader's responsibility

a  Disfinguish between angoing commitments and ene-time expenditures - you ma

look like you have the budget, but your angoing commitments may limit your ability
to spend funcs at the end of the year

50
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Working with local committees

Many programs and expenditures require input and approvai of iocal advisory
committess for specific expenditures and/or budget development

E  Site counclis - Single Plan for Student Achievement, along with governing
board approval

" Engtish Learner Advisory Committee — for sites with 21 or more EL students
and districts with more thah 50 ELs

®  Governing board - Adopts Single Pians for schools and the Local Education
Agency Plan for the entire district

®  Grant funds - Various state and federal grant funds may require site-based
andfer governing board pian adoption and reporting

5

Helpful Tip #1

1

You don't need 1o be a budget “whiz” to be a great instructional leader

Business office staff won't expect you to be a budget expert - and they may not
want you to be

You do, however, need to have a baseline competency and appreciation of budget
concepls and technical practices

More importantly, you need fo respect timelines and administrative processes —

the a’re there because they are required to be and to protect you and the district as
a whole,

52
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Helpful Tip #2

o Agreat site and program leader should be a passionate advocate for their school
and/or program

o Itis okay to have a bit of “push the envelop® mentality for your site/program - al!
great leaders display an element of this trait

o Butrespect the fiscal process — understand how far the envelop goes
o Know the fiscal process ~ understand it — and stay current on it

o Respect fiscal staff - give them proper heads up — give them the opportunity 1o
serve sfudents too.

&3

Helpful Tip #3

As a leader, you are only going to be as “popular” as your last
"yes”. Strive fo be trustworthy, consistent, fair, and set a positive
modef of the work habits and interpersonal behaviors you value
in the organization. The popularity will eventually follow.

Dr. Joff Baarstadt, Superintendent
Conejo Valley USD
Former CBO, Principal and Teacher

4
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Questions or comments?

“What we do today, right now, wilf have an accumulated
effect on all of our tomorrows”

Alexandra Stoddard

85
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