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OUSD Board of Education Retreat
Saturday, October 7, 2017

9:00 a.m. —3:00 p.m.

La Escuelita Committee Room

A. Welcome and Overview

B. Budget Development Workshop
Facilitated by: Ron Bennett, School Services of California

Goal: Board members will review and discuss best practices for budget review and
development.

Topics will include the following:
e Enrollment Projections
e Multiyear Projections and Assumptions
e Ending Fund Balance and Cash
o Staffing
C. Budget Workshop, Part Il: 2017/18 Budget Adjustments
Goal: BOE will review recommendations by Budget and Finance Committee and staff
and provide clear direction to the Superintendent regarding any necessary 2017/18
budget adjustments.

*Lunch

D. Afternoon Session: Theory of Action Discussion and Workshop
Facilitated by Allan Alson and Barbara Anderson from the Panasonic Foundation

Guiding Questions:

1) How will the Board achieve its vision for Oakland Public Schools?
2) Current State, Future State. How do we get to where we want to be?
3) What is our theory of action to get to this future state?

E. Core Values and Getting to Our Future State

Facilitated by Victor Carey, National Equity Project

Guiding Questions:

1) How do our core values align with our theory of action?
2) What changes do we need to make to get to where we want to be?
3) How will our values guide budget development and school portfolio planning?

What agreements will we adopt to guide this work?



OUSD Board of Education Retreat
Saturday, October 7, 2017

9:00 a.m. —3:00 p.m.

La Escuelita Committee Room

F. Next Steps and Calendar Planning
What is our next step in theory of action development?

How will our work align with the Blueprint for Quality, Budget Development, and
Enrollment Strategy?
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Agenda
Oversight of the Budget

e Fiscal Oversight (PowerPoint)
e Alameda COE Letter re: 2016-17 Fiscal Report (AB 139)
* Resolution Template for Confirming District’s Commitment to Fiscal Solvency

Enrollment Projections

e QOUSD Superintendent Letter Executive Summary Report, 2017 Enrollment Counts Day 20
e OUSD 2017-18 Enrollment Summary of 20t Day Counts (PowerPoint)

Multiyear Projection

e SACS Form MYP—General Fund Multiyear Projections Restricted/Unrestricted
e (QUSD 2016-17 Unaudited Actuals Closing of the Books (PowerPoint)

Ending Balance and Cash

e SACS Form CASH—2017-18 Budget Cash Flow Worksheet — Budget Year
Staffing

e Historical Costs and Staffing (PowerPoint)

FCMAT Report

e QUSD Fiscal Health Risk Analysis—August 15, 2017



Oversight of the Budget




Oakland Unified School District

Board of Education Retreat
Fiscal Oversight | October 7, 2017

Oakland Unified School District

Fiscal Oversight
October 7, 2017

Presented by

Ron Bennett
Chief Executive Officer

\wchool Services of California, Inc.

1

© 2017 School Services of California, Inc.

Assembly Bill (AB) 1200 and AB 2756 Oversight Responsibilities
Negotiations

Adopted Budget

Next Steps

School . o
(&mﬁ%ﬁ‘%ﬁf’a © 2017 School Services of California, Inc.



Oakland Unified School District

Board of Education Retreat
Fiscal Oversight | October 7, 2017

AB 1200 and AB 2756
Oversight
Responsibilities

AW AB 1200 Oversight Responsibilities 3

© 2017 School Services of California, Inc.

AB 1200 sets financial standards for school districts and includes enough “teeth” to assure
enforcement

AB 1200 was enacted in response to a number of near bankruptcies, requests for state loans, or
defaults on school district financial obligations

AB 1200 created the Fiscal Crisis & Management Assistance Team (FCMAT)

AB 1200 empowered county offices of education (COEs) with fiscal oversight to:
Approve or disapprove annual budgets
Initiate action if financial problems are discovered
Lower interim reporting self-rating from “positive” to either “qualified” or “negative”

Appoint a fiscal advisor or more stringent measures

@Sa'lzr}\’/?coe's © 2017 School Services of California, Inc.
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@ AB 1200 Oversight Responsibilities 4
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The COEs are now the “first line of defense” to protect the state from liability for school district
financial problems

AB 1200 also allows COEs to place restrictions on school boards and superintendents if the
budget is rejected

But some districts discover that problems are too big or recognized too late for the COE to help
resolve

So AB 1200 also anticipates that the State Superintendent of Public Instruction, the Legislature,
and ultimately the Governor may also have to play a role

W AB 2756 Oversight Responsibilities 5

© 2017 School Services of California, Inc.

Just as AB 1200 was in response to emergency loans and districts in financial crisis — so was
AB 2756

AB 2756 increases oversight at all levels
Districts must be careful:

The Chief Financial Officer and Superintendent must sign collective bargaining
disclaimers and certify they are affordable

Must allow more time for COE review

Cuts must be acted on by the Board

@Sa;:rk\]/(i)coe]s © 2017 School Services of California, Inc.
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@ AB 2756 Oversight Responsibilities 6

County Superintendent must take action:

Conditional approval of weak budgets

Earlier intervention

Must qualify or make negative if procedures are not followed

Must take action to correct deficiencies

FCMAT has an increased role

Greater support for districts and COEs

Hands-on assistance to troubled districts

More training and professional development to avoid crisis
We take this oversight seriously

W The Impact of AB 1200 and AB 1708 7

© 2017 School Services of California, Inc.

Since 1992, multiyear budget projections have been required by law
AB 1200 lacked specifics, but the thrust was clear

To be approved, a district budget must meet “financial obligations both in the current
fiscal year and with respect to the district’s multiyear financial commitments . ..”

Interim reports had to meet the same multiyear standards

AB 1708 (Chapter 924/1993, clarified exactly what was meant by the term “multiyear” (ref.
Education Code Section [E.C.] 42131)

For budget approval, must show solvency by meeting standards and criteria in budget
year and next succeeding fiscal year

For positive interim report, must meet standards and criteria for budget year and two
succeeding fiscal years

@Sa;:rk\]/(i)coe]s © 2017 School Services of California, Inc.
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Negotiations

(AW Understanding the EERA 9

© 2017 School Services of California, Inc.

The Employer-Employee Relations Act (EERA)
Otherwise referred to as the Rodda Act, Senate Bill 160
Senator Albert Rodda had been a high school teacher
Signed by then-Governor Jerry Brown in 1975
Effective January 1, 1976
Added Government Code Sections 3540-3549
Implemented collective bargaining for school employees

Management and confidential employees are specifically excluded

@Sa'lzr}\’/?coe's © 2017 School Services of California, Inc.
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@ Understanding the EERA 10

© 2017 School Services of California, Inc.

What is the objective for your agency under the EERA?

Maintain comparable compensation and working conditions in order to be able to attract and
retain quality employees

Within the district’s ability to pay
Balanced with the needs of students
Employee organizations represent employees - not “public education”

The district is responsible for representing the needs of the public and the students

W The Negotiations Process 1

© 2017 School Services of California, Inc.

The parties should establish a process for contract negotiations in collaboration with each
bargaining unit

Timelines and ground rules
Interest-based bargaining or traditional?
Information to be exchanged

Team membership and release time

Include outside experts?

Include a finance person and site administrator and/or supervisor representative(s) on
the district’s collective bargaining team

Discuss release of information to external parties

@Sa;:rk\]/(i)coe]s © 2017 School Services of California, Inc.
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@ The Negotiations Process 12
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Allow plenty of time for education of both teams on all of the issues
Many districts are finding that study sessions are helpful for both teams

The Local Control and Funding Formula (LCFF) is complicated and requires more time for
discussion

Be sure your side of the table is well prepared
And provide the information needed to prepare the union
Agreement on facts and calculations up front will make the negotiations go smoother
Be sure the bargaining metrics are consistent with the Criteria and Standards
Calculate the cost of growth or decline in enrollment
Plan for eliminating deficit spending should be discussed if budget still contains deficits

W The Negotiations Process 13

© 2017 School Services of California, Inc.

Once there is a tentative agreement, follow through in a timely manner:
Complete the collective bargaining disclosure for the COE
Get ratification from the union and board as soon as practical

Implement the provisions as soon as practical, and keep bargaining unit leadership
informed of progress as well as the Board

Prepare and distribute updated collective bargaining agreements (CBAs) to unit members

@Sa;:rk\]/(i)coe]s © 2017 School Services of California, Inc.
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2017-18 Adopted
Budget

AW Adopted Budget 15

© 2017 School Services of California, Inc.

E.C. 42127 requires a school board to annually adopt a budget in a public meeting
Accomplished via the June 20 meeting

The budget must be sent to the COE not later than five days after adoption, or July 1, whichever
occur first

The COE shall perform the following steps:

Examine the adopted budget for compliance with standards and criteria pursuant to
E.C. 33127

Determine whether the adopted budget allows the district to meet its financial obligation
during the year

School . o
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16

© 2017 School Services of California, Inc.

On or before September 15, the COE shall do one of the following with regard to the district’s
budget:

Approve
Conditionally approve
Disapprove

If the COE’s review determines that the district’s budget does not meet the standards on the
previous slide, they shall either conditionally approve, or disapprove the budget

A letter is sent to the governing board explaining the reason for the action taken if it is other
than approval

W Adopted Budget 17

© 2017 School Services of California, Inc.

On or before October 8, the district’s governing board shall review and respond to the letter
issued by the COE

The response shall include any revisions to the adopted budget and other proposed action
to be taken, if any

On or before October 22, the COE shall examine the responses and revised budget for the
following:

Compliance with standards and criteria
Allows the district to meet its financial obligations
Satisfies other conditions established by the COE
Is consistent with a financial plan to satisfy multiyear commitments
On or before November 8, the revised budget shall be approved or disapproved

@Sa;:rk\]/(i)coe]s © 2017 School Services of California, Inc.
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Next Steps
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@ Interim Reporting 20
: © 2017 School Services of California, Inc.

District will be required to submit its First Interim to the COE by December 15.

Includes actual expenditures through October 31
Submission includes a self certification with three options:

Positive - District certifies that based upon current projections this district will meet its
financial obligations for the current and subsequent two fiscal years

Qualified - District certifies that based upon current projections this district may not meet
its financial obligations for the current and subsequent two fiscal years

Positive - District certifies that based upon current projections this district will be unable to
meet its financial obligations for the current and subsequent fiscal years

W [nterim Reporting 21

© 2017 School Services of California, Inc.

Although the District self-certifies, the COE will review the certification and has the option of
changing the certification

Accurate, honest certification allows the District to get any needed help

@Sa;:rk\]/(i)coe]s © 2017 School Services of California, Inc.
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@' W Conclusions 22

© 2017 School Services of California, Inc.

The information in this PowerPoint was provided to illustrate the relationship of COE oversight,
interim financial reporting, and the District’s financial projections relative to collective
bargaining

The immediate future be shaped by the decisions of the Board

The Board should consider the COE as an ally, and a certification other than positive is the first
step in identifying and correcting a budgetary imbalance that has been present for several years

Thank you

1\ 4
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313 W.Winton Ave.
Hayward, California
94544-1136

(510) 887-0152

www.acoe.org

Alameda County Office of Education

September 15, 2017

James Harris, President

Board of Education

Oakland Unified School District
1000 Broadway, Suite 680
Oakland, CA 94607

RE: 2016-17 Fiscal Report (AB 139)

Dear President H}pﬁ(

Pursuant to the provision of Education Code (EC) Section 1240(¢) the County
Superintendent is required to present an annual report to a school district’s
governing board and the Superintendent of Public Instruction regarding the
fiscal solvency of any school district with a disapproved budget, qualified or
negative interim certification, or that has been determined at any time during the
year to be in a position of fiscal uncertainty pursuant to EC Section 42127.6.
The following annual report on the fiscal solvency of the Oakland Unified
School District for fiscal year 2016-17 is generated as a result of the District’s
qualified 2016-17 First and Second Interim certifications.

Approved Budget

The District submitted the 2016-17 Adopted Budget to the Governing Board on
June 29, 2016. It was submitted for review by the Alameda County Office of
Education (ACOE) on June 30, 2016. The budget, as adopted, projected that
the District would meet the recommended two percent Reserve for Economic
Uncertainties (REU) for the 2016-17 through 2018-19 fiscal years, and ACOE
approved the 2016-17 Adopted Budget as submitted.

Qualified Interim Report Certifications

ACOE did not concur with the District’s positive certification for the 2016-17
First Interim Report, based on concerns that the District started the year in the
Unrestricted General Fund in a worse fiscal position than anticipated at Adopted
Budget. ACOE did concur with the District’s self-qualified certification for the

2016-17 Second Interim Report. (Note that there is no certification requirement
for the financial report due to ACOE on June 1, commonly known as “Third
Interim”.)
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Deficit spending increased from $12.6 million at First Interim to $16.7 million
at Third Interim. However, the deficit spending at each reporting period was
primarily due to increases in expenditures related to restricted programs.

The table below is a summary of the data submitted by the District for each of
the 2016-17 reporting periods.

2016-17 General Fund Summary - Unrestricted and Restricted

Adopted

Budget 1" Interim 2" Interim 3" Interim
Beginning Balance 27,979,235 34,502,695 34,501,695 34,501,695
Total Revenue 519,936,332 526,720,811 535,141,002 538,507,861
Total Expense 518.643,144 536,125,026 545,587,223 551,532,997
Other Sources / (Uses) (1,055,423) (3,183,729) (3,183,729) (3.621.828)
Surplus / (Deficit) 237,765 (12,587,945) (13,629,950) (16.646,964)
Restatement Entry 392,864 392,864
Total Fund Balance 28.217.,000 21914,751 21,264,609 18,247,596
Unrestricted Fund Balance 17,688,160 10,977,897 11,278,044 8,431,472
Unrestricted Reserve for
Revolving Cash & Other
Designations 7,282,908 177,019 150,000 150,000

Undesignated

Reserve 0.00 0.00 0.00 0.00

Designated Reserve for
Economic Uncertainties (REU) 10,405,253 10,800,878 11,128,044 8,281,472
REU @ 2% minimum 10.405.253 10,800,878 10,990,122 11,120,037

The District’s ADA projection decreased from 35,909.72 at the Adopted Budget
to 34,968.00 at the First Interim Report (i.e., a loss of 941.72 ADA). The
Second Interim Report projected ADA to further decline to 34,941.46 ADA.
However, the District’s revised P-2 ADA for fiscal year 2016-17 was
34,950.92.

Cash Flow Concerns

On August 24, 2016, the Board approved Resolution 1617-0035 authorizing the
temporary borrowing of cash from the Alameda County Treasurer as needed for
cash flow purposes. On November 23, 2016, the District borrowed $26 million
from the Alameda County Treasurer and obligated itself to repay the loan by
April 30, 2017. The loan provided the liquidity needed to ensure sufficient cash
availability to meet General Fund obligations through the end of fiscal year

313 W.Winton Avenue | Hayward, California 94544-1136 | (510) 887-0152 | www.acoe.org
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2016-17. On the Third Interim Report, the District projected ending cash of
approximately $10.1 million as of June 30, 2017.

As a reminder, any approved cash borrowing transfers must be made prior to
experiencing any negative cash balances, and the District must ensure sufficient
revenues will be received to cover the repayment of any interfund borrowing. It
is very important to monitor the cash flow of all funds on a monthly basis and
make any necessary transfers to maintain positive cash balances at all times.

We would also like to remind the District of the statutory requirements for debt
issuance to school districts with qualified or negative interim report
certifications. According to Education Code Section 42133(a), a school district
that has a qualified or negative certification in any fiscal year may not issue, in
that fiscal year or in the next succeeding fiscal year, certificates of participation,
tax anticipation notes, revenue bonds, or any other debt instruments that do not
require the approval of the voters of the district unless the County Superintendent
of Schools determines the district’s repayment of that indebtedness is probable.

Please ensure that any debt instruments that do not require the approval of the
voters of the District are submitted to our office at least 30 days prior to the
District’s Board action in accordance with Education Code Section 17150.1 and
Assembly Bill 2197.

Reserve for Economic Uncertainties and the Mu

At the First and Second Interim reporting periods, the District projected to
maintain a Reserve for Economic Uncertainties (REU) of at least two percent
for all three years of the MYP. The District was not able to meet its 2%
minimum reserve requirement at Third Interim for the 2016-17 fiscal year.

The Certified Public Accounting firm Vavrinek, Trine, Day and Company
(VTD) issued the District’s 2015-16 audit report in December 2016. The report
contained nine findings, many of which were identified as significant
deficiencies or material weaknesses.

Since the VTD Audit, the Fiscal Crisis & Management Assistance Team
(FCMAT) completed a Fiscal Health Risk Analysis on August 15, 2017. The
FCMAT summary “identified leadership breakdown at the governing board and
superintendent levels, including the board’s inadequate attention to signs of
fiscal distress and refusal to consolidate small school sites, allowing school sites
full autonomy to make decisions that impact auxiliary services.” FCMAT
further highlighted the District’s fiscal distress, noting “deficit spending,
substantial reductions in fund balance, inadequate reserve levels, approval of
bargaining agreement[s] beyond cost-of-living adjustments, large increases in

313 W.Winton Avenue | Hayward, California 94544-1136 | (510) 887-0152 | www.acoe.org
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contributions to restricted programs, lack of oversight for position control, [and
a)...breakdown in leadership with excessive turnover.”

Other Funds
Summaries and notes of selected other funds of the District are listed below.

e Adult Education Fund 11

Adopted

Budget 1% Interim 2" Interim 3™ Interim
Beginning Balance 290,300 1.114,029 1,114,029 1,114,029
Total Revenue 2,189,500 2,933,610 2,933,610 2,933,664
Total Expense 2,189,500 4,047,639 4,047,639 4,047,693
Sources / (Uses) 0 0 0 0
Surplus / (Deficit) 0 (1,114,029) (1,114,029) (1,114,029)
Ending Balance 290,300 0 0 0

The Beginning Balances do not include $1,668 of Audit Adjustments/
Restatements.

Cafeteria Fund 13

Adopted

Budget 1% Interim 2™ Interim 3™ Interim
Beginning Balance 0 3,834 3,834 3,834
Total Revenue 19,234,418 18,464,650 17,554,336 17,678,922
Total Expense 19,752,575 20,786,642 19,876,327 20,000,913
Sources / (Uses) 518,157 2.318.157 2,318,157  2.318.157
Surplus / (Deficit) 0 (3.834) (3.834) (3.834)
Ending Balance 0 0 0 0

The Beginning Balances do not include $2,431 of Audit Adjustments/
Restatements.

An annual expenditure for the repayment of $206,843 to the General Fund was
included. The District should ensure that this fund is self-supporting. Ifa
decision is made to use a General Fund contribution to support the Cafeteria
Fund, appropriate adjustments may be needed in the General Fund operating
budget. This fund is projected to end the fiscal year with a zero balance.

Special Reserve for Other than Capital Projects Fund 17

The majority of the $35 million state loan (also known as the second
drawdown) was transferred to Fund 17 in 2006-07. From 2006-07 through

313 W.Winton Avenue Hayward, California 94544-1136 | (510) 887-0152 | www.acoe.org
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2011-12, the annual CDE loan repayment for the second drawdown was made
from Fund 17. This fund will no longer support the annual loan repayment and
the General Fund assumed the repayment in 2012-13.

Adopted

Budget
Beginning Balance 1,545,057
Total Revenue 0
Total Expense 0
Sources / (Uses) 0
Surplus / (Deficit) 0
Ending Balance 1,545,057

1* Interim 2" Interim
1,470,747 1,470,747
3.000 41,449
142,520 142,520
0 0
(139,520) (101,071)
1.331.227 1,369,676

The Beginning Balances do not include $2,552 of Audit Adjustments/

Restatements.
Building Fund 21
Adopted Budget
Beginning Balance 151,568,027
Total Revenue 1
Total Expense 128.905,840
Sources / (Uses) 0
Surplus / (Deficit) (128.905.839)

Ending Balance 22.662.188

1" Interim 2" Interim

201,155,778 201,155,778
83.908 454,694
163,702,981 152,453,364
65,000,000 65,000,000
(98.619.073)  (86.998.669)
102,536,704 114,157,108

The Beginning Balances only include $346,990 of Audit Adjustments/
Restatements. The District does not include the $362,450 accounts payable

restatement.
Self-Insurance Fund 67
Adopted
Budget
Beginning Balance 14,775,758
Total Revenue 22,678,764
Total Expense 22,378,764
Sources / (Uses) (300,000)

Surplus / (Deficit) 0
Ending Balance 14,775,758

1% Interim 2" Interim

14,774,877 14,774,877
22,679,951 23,544,494
22,926,268 23,444,494
(471,063) (471,063)
(717,380) (371,063)
14,057,496 14,403,814

3™ Interim
1,470,747
41,449
580,109

0

(538,660)
932,087

3" Interim
201,502,768
480,674
170,860,906
65.000,000
(105,380,232

96,122,536

3" Interim
14,774,877
23,556,891
25,427,664

(582,965)
(2,453,737)
12,321,140

The Beginning Balances do not include $42,965,335 of Audit Adjustments/
Restatements. We recognize that a majority of these restatements are due to the

Claims and Net pension liabilities.

313 W.Winton Avenue | Hayward, California 94544-1136 | (510) 887-0152 | www.acoe.org
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The audit report issued in December 2016 estimated projected claims liabilities
to be approximately $42 million for 2015-16. To generate the reserves in this
fund, the District had implemented a plan to increase the annual workers’
compensation rate charged to programs district-wide over the next 20 years.
The balance in this fund continues to fluctuate from $11.7 million in 2011-12,
$10.6 million in 2012-13, $12.2 million in 2013-14, 13.7 million in 2014-15,
14.9 in 2015-16, and, as shown above, is projected to be $12.3 million in
2016-17.

Since 2008-09, this reserve has been used to fund the District’s other
self-insurance excess liability costs with a transfer to the General Fund of $3.1
million in 2008-09, $2.2 million in 2009-10, $2.4 million in 2010-11, $719,000
in 2011-12, $273,000 in 2012-13, $273,500 in 2013-14, $542,275 in 2014-15,
$1.9 million in 2015-16 and a projected transfer of $582,965 in 2016-17. These
transfers contributed to the fluctuations in the fund balance. The District should
review the expenditures charged to this fund, and institute a plan which will
generate the necessary reserves to fund the projected liability for their Workers’
Compensation program.

Additional Information

In addition to the information above pertaining specifically to the 2016-17 fiscal
year, ACOE has compiled 10 years of historical information regarding the
District’s General Fund Unrestricted and Restricted Ending Fund Balances.

The graph below depicts that compilation.

Oakland USD

Unrestricted and Restricted Ending Fund Balance
60,000,000
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Fiscal Year
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(*2008-09 and 2009-10 audited balances could not be confirmed.)

The Unrestricted and Restricted Ending Fund Balances from 2007-08 through
2015-16* are based on the District’s Audit Report. The 2016-17 Unrestricted

313 W.Winton Avenue | Hayward, California 94544-1136 | (510) 887-0152 | www.acoe.org



Oakland USD 16-17 Fiscal Report (AB 139)
Page 7 of 8

and Restricted Ending Fund Balances are based on the District’s Unaudited
Actuals board presentation from September 13, 2017.

The graph below depicts a 15-year historical trend of the District’s P-2 ADA for
both the regular K-12 program and the District’s charter schools.
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Conclusion

We hope that this historical fiscal overview will be helpful to the District
administration and the Board as the 2017-18 fiscal year begins. We wish to
express our appreciation to Vernon Hal and the District business staff for their
cooperation during all financial reporting reviews this past year.

Sincerely,

7

L. Karen Monroe, Superintendent
Alameda County Office of Education

LKM:sm
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cc: Board of Education, Oakland USD
Kyla Johnson-Trammell, Superintendent, Oakland USD
Vernon Hal, Senior Business Officer, Oakland USD
Gloria Gamblin, Interim CFO, Oakland USD
Ryan Nguyen, Controller, Oakland USD
Carlene Naylor, Former State Trustee, Oakland USD
Chris Learned, State Trustee, Oakland USD
Tom Torlakson, Superintendent of Public Instruction, CDE
Jim Spano, Financial Audits Bureau-Division of Audits, SCO
Jeffrey B. Potter, Chief Business Officer, ACOE
Shirene Moreira, Director, ACOE
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SCHOOL DISTRICT

Resolution No.

RESOLUTION CONFIRMING THE DISTRICT’S COMMITMENT
TO FISCAL SOLVENCY

WHEREAS, the School District Board of Education is committed to ensuring
that the District is competitive in attracting and retaining highly qualified staff; and

WHEREAS, the Board of Education recognizes that the District is highly dependent on revenue from
the State of California, and those revenue sources are dependent on the stability of the California State
economy; and

WHEREAS, the Board of Education recognizes that the State has burdened the District with significant
additional PERS and STRS costs for fiscal years 2014-15 through 2024-25; and

WHEREAS, the Board of Education recognizes that in order to maintain fiscal solvency in light of
these, and other rising costs it is necessary to either increase revenue or decrease expenditures to meet the
District's fiscal obligations in the current year and two subsequent years as mandated by California State
law; and

WHEREAS, the Board of Education recognizes that the current multi-year projection indicates that
the District will need to identify expenditure reductions and/or revenue enhancements of $

in 2018-19 and $ in 2019-20, and additionally, the Board of Education recognizes
that this projection may increase or decrease depending on final State revenue allocations or any other
changes to the multi-year assumptions, prior year ending fund balance, enrollment changes, etc.; and

WHEREAS, the Board of Education has been advised of the risk of a qualified or negative interim
certification and/or fiscal insolvency if such budget balancing solutions are not realized;

NOW THEREFORE BE IT RESOLVED that, in order to ensure that

School District remains fiscally solvent, and in accordance with the conditions of approval for the
District's 2017-18 Adopted Budget as required by the County Superintendent, the Board of
Education is committed to the following expenditure reductions as shown below:

EXPENDITURE CATEGORY REDUCTION AMOUNT

Certificated Salaries

Classified Salaries

Benefits

Books & Supplies

Services & Other Operating Expenses

Capital Outlay

&R R BB F| P

Total must equal or exceed 2018-19 amount set forth above




AND BE IT FURTHER RESOLVED that the reductions outlined above will be reflected and
incorporated into the District’s 2017-18 First Interim Report and Multi-Year Projection, and
will be implemented no later than July 1, 2018.

PASSED AND ADOPTED by the Governing Board of the School District
on this day of , 20 by the following vote:

AYES:

NOES:

ABSENT:

ABSTENTIONS:

Clerk of the Board of Trustees

School District
Alameda County, California




Enrollment Projections




OFFICE OF THE SUPERINTENDENT

TO: Board of Education

FROM: Kyla Johnson-Trammell, Superintendent of Schools
Nana Xu, Director of Strategic Policy and Planning, Enroliment and Registration
Charles Wilson, Executive Director, Enroliment and Registration Management

TITLE: Executive Summary Report, 2017 Enroliment Counts Day 20

DATE: September 27,2017

BACKGROUND:

Annually, our district must calculate the number of students enrolled in OUSD schools. Each
year, the superintendent must report to the state and board the number of students actually
attending OUSD schools. Counts enable us to align our Aeries database to the actual students
who are attending school. They also allow us to make optimal staffing decisions per our
agreement with OEA. Our overall district enrollment projections, derived from counts data
each year, directly impacts the formation of our budget at OUSD. District wide, our 20 day
enrollment shows a total count of 36,870. This is 553 students over our overall 20 day
projections of 36,317. These counts are also 302 more than the physical counts taken at day 20
in September 2016.

CURRENT STATUS

Our day 20 counts for OUSD schools, excluding authorized charters, shows a total enrollment
of 36,870 students, including SDC.

Non-SDC- 35,507

SDC- 1,363
17-18 Variance to Projection (Day 20)
Projected 20 Counts Variance
Day Day 20
Non-SDC 34,849 35,507 658
SDC 1,468 1,363 -105
Total 36,317 36,870 553

We are currently 553 students over our overall day 20 projections of 36,317.
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These counts are also 302 students more than the physical counts taken at day 20 in
September 2016:

17-18 Counts vs. 16-17 Counts (Day 20)
17-18 Counts 16-17 Variance
Day 20 Counts
Day 20
Non-SDC 35,507 35,100 407
SDC 1,363 1,468 -105
Total 36,870 36,568 302

Below are the results of the counts vs. the 2017-18 projections by grade.

Projected 3,663 3,072 3,123 3,038 3,049 2,967 18,912
Day 20 Count 3,866 3,170 3,102 3,094 3,056 2,991 19,279
Variance 203 98 -21 56 7 24 367
% 5.54% 3.19% -0.67% 1.84% 0.23% 0.81% 1.94%
. MDDE e 7% 8" Total
Projected 2,269 2,116 2,212 6,597
Day 20 Count 2,355 2,205 2,247 6,807
Variance 86 89 35 210
% 3.79% 4.21% 1.58% 3.18%

Projected 2,216 2,395 2,546 2,183 9,340

Day 20 Count 2,285 2,509 2,375 2,252 9,421
Variance 69 114 -171 69 81

% 3.11% 4.76% -6.72% 3.16% 0.87%

Here are the schools that counted 15 students or more under projection:
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Network Site No. Site Name Total Non-SDC
Variance
Network #2 235 MELROSE LEADERSHIP ACADEMY -17
Network #3 154 MADISON PARK LOWER -18
High School 304 OAKLAND HS -18
Network #2 175 MANZANITA SEED -19
Middle School | 226 ROOTS INTERNATIONAL ACADEMY -20
Network #3 136 HORACE MANN -22
Network #2 217 SCHOOL OF LANGUAGE -22
Elevation 183 PLACE at Prescott -28
High School 305 OAKLAND TECHNICAL HS -29
Network #2 172 FRED T. KOREMATSU -36
High School 215 MADISON UPPER -37
Elevation 191 SANKOFA -63
High School 306 SKYLINE HS -65
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Here is the list of schools that were counting 15 students or more above projection:

Network Site No. Site Name Total Non-SDC
Variance
Network #4 144 PARKER 104
Middle School | 206 BRET HARTE 92
Elevation 302 FREMONT HS 86
Middle School | 212 ROOSEVELT 50
Network #3 102 BELLA VISTA 46
Network #4 118 GARFIELD 45
Network #3 112 GREENLEAF 44
Elevation 204 WEST OAKLAND MIDDLE 42
High School 354 RUDSDALE NEWCOMER 39
Network #4 116 FRANKLIN 36
Elevation 301 CASTLEMONT HS 35
Network #2 177 ESPERANZA ACADEMY 29
Network #2 111 CROCKER HIGHLANDS 26
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Network #4 148 REDWOOD HEIGHTS 25
Network #2 186 INTERNATIONAL COMMUNITY 24
SCHOOL
Elevation 213 WESTLAKE 23
Elevation 170 HOOVER 22
Network #4 133 LINCOLN 22
Network #4 146 PIEDMONT AVE 20
Network #4 119 GLENVIEW 19
Network #3 122 GRASS VALLEY 19
Elevation 129/182 LAFAYETTE/MLK 18
Network #4 138 MARKHAM 18
Network #4 117 FRUITVALE 16
Network #3 181 ENCOMPASS 15
NEXT STEPS

Based on these final enrollment numbers we will submit the counts to the Budget Team to
review and finalize. Schools with Aeries variances were contacted on 9/19/2017.

ASSISTANCE
No assistance is needed at this point.



2017-2018 Enrollment

Summary of 20" Day Counts

Presented by Nana Xu, Director of Strategic Policy and Planning
Charles Wilson, Executive Director
Enrollment and Registration Management

Presented to the Board of Education
9/27/2017



Executive Summary

The 20t Day Enrollment for 2017-2018 is 36,870:
— 35,507 Non-Special Day Class (SDC)
— 1,363 Special Day Class

*  Total 2017 20 Day Count grew 0.83% from 2016.
— This growth comes after a year of decline in 2016 20 day counts.
— For Non-SDC: Grades TK-5 decreased -0.09%, 6-8 grew 2.07%, and 9-12 grew 3.14%

*  Primary drivers of growth are related to:
— Increase in live birth counts for 2012 — which impacts TK and kindergarten in 2017-18;
— Charter school closures (COVA and Castlemont Primary Academy in Spring 2017);
— Newcomer Population growth

*  The Enrollment Team will be analyzing these and other factors that may have contributed to our growth

e 2017 20 Day Count actuals were within 1.52% of the K-12 projection of 36,317

Note: The 20 Day Count is a date chosen by the district to make staffing and teacher decisions. These numbers are not the same data points
reported to the CDE and included on OUSD’s website given the difference in timing in when data is reported. The counts are physical counts of
students performed by administration during key school days so that the district can make staffing decisions based on our OEA contract.



Total 20" Day Enroliment counts has grown
0.83% since last year

Total Day 20 Counts
Includes non-SDC and SDC

37,100
37,000 36,986 36,981

36,900 36,870

36,800 36,775
36,700
36,600
36,500
36,400
36,300

36,568

2013 2014 2015 2016 2017
YOY Growth: N/A 0.57% -0.01% -1.12% 0.83%



Overall, enroliment grew by 302 students relative
to 2016 and exceeded 2017 20 day projections

Compared to Projections — 2017-2018

Non-SDC SDC* Total
20 Day Actual - 2017-18 35,507 1,363 36,870
Projected - 2017-18 34,849 1,468 ;
Variance over/(under) 658 (105) / 553
Percentage Variance from Projection 1.89% -7.15% 1.52%

Compared to Prior Year Actuals - 2016-2017

Non-SDC SDC* Total
20 Day Actual - 2017-18 35,507 1,363 36,870
20 Day Actual - 2016-17 35,100 1,468 ;
Variance over/(under) 407 (105) / 302
Percentage Variance from Prior Year 1.16% -7.15% 0.83%

Special Day Class: Term used to describe a self contained special education class which provides services to students with intensive
needs that cannot be met by the general education program, resource specialist program, or designated instruction services
program. Classes typically consist of more than 50% of the student’s day. *The SDC counts process is currently under review and we

are continuini to refine the irocess to ensure ireater consistenci and accuraci.



Most of the growth in 2017 is in high school and
middle school

Day 20 Count, Grade and Growth Rate, Non-SDC

35,267 35,463 35,405 35,100 35,507 Drivers for 20 day growth:
0. 54% 2.51% 3.52%

3.14%
‘ ‘ counts for 2012;

-3.03% -1.40% Charter school closures

2.07%
) (COVA and Castlemont

Primary Academy in
Spring 2017);
Newcomer Population
growth

Increase in live birth

-1. 18%

1.19% -0.32% -2.63% -0.09%

=S l==1=

2013 2014 2015 2016 2017
MTK-5 m6-8 m9-12

Notes: At this time, only non-SDC data is disaggregated by grade level; currently, non-SDC students account for 96% of total OUSD
students; other reasons for growth are also being explored (e.g. school level marketing and program improvements)




At a network level, most networks ahead of
projections

* The largest positive variance in counts vs. projections was in Network 4.
* The counts for Network 2 were closest to projections.

Note: Networks are categories defined by OUSD. The Elevation Network includes elementary, middle, and high schools. See appendix
for more detail about how networks are defined.



Projections Accuracy Report: District Level

Accuracy Report for 20 Day Counts (Non-SDC and SDC combined)
Actual for 20 Day Projected for 20 Day Difference |Percent difference
School Year Counts Counts from projection

2013-14 36,775 36,282 493 1.36%
2014-15 36,986 36,595 391 1.07%
2015-16 36,981 36,721 260 0.71%
2016-17 36,568 37,440 -872 -2.33%
2017-18 36,870 36,317 553 < 1.52% >

Given the degree of uncertainty in the ways that housing activity, gentrification, newcomer
population growth, and charter activity impact enrollment in OUSD, the best practice is to
project conservatively and adjust staffing when enrollment materializes beyond projections.

Note: Projection accuracy is impacted by both external factors (gentrification, housing, charter activity) and internal factors (decisions about programs



Questions




Appendix




Increase in live births in 2012 is a contributing
factor to 2017 20 Day Count Growth

Source: Alameda County Public Health Department



© Birth rate growth from 2012 is reflected in

increase in TK and K 20 dav counts for 2017
20 Day Count by Year and Grade (non-SDC)

2016-2017
Grade 2013 2014 2015 2016 2017 YOY Percent
TK 423 590 652 675 713
K 3,283 3,255 3,291 3,069 3,153
1 3,406 3,359 3,236 3,190 3,170
2 3,320 3,335 3,240 3,098 3,102
3 3,195 3,275 3,218 3,108 3,094 0%
4 3,085 3,098 3,210 3,060 3,056 0%
5 2,936 2,969 2,971 3,097 2,991 -3%
6 2,408 2,240 2,258 2,196 2,353 7%
7 2,356 2,344 2,215 2,258 2,205 -2%
8 2,294 2,391 2,291 2,215 2,247 1%
9 2,126 2,194 2,321 2,270 2,285 1%
10 2,144 2,161 2,276 2,506 2,509 0%
11 2,137 2,153 2,226 2,312 2,375 3%
12 2,154 2,099 2,000 2,046 2,252 10%
Total 35,267 35,463 35,405 35,100 35,507 1%



Charter school closures are also a contributing
factor to 2017 20 day count growth




Increase in Newcomers contributes to day 20
count growth

Day 20 Actual Newcomer Counts by Elementary, Middle, and High

3000
- 2,413
5
2,129 21.23%
2000 0
1,494 51.40%
1500
1000 - 22.45% ﬂ}
. (0]
500
[0)
) 42.81%, RSN
2015-2016 2016-2017 2017-2018

Source: OUSD ELLMA Department
P M Elementary ™ Middle ™ High

Notes:

A newcomer is generally defined as a student that is born outside the U.S., has a home language other than English, and has been in US schools for 3
years or less. Students may also be newcomers for a 4th year according to entry/exit criteria or be US-born but educated outside of the US until
arrival. Please note data was not collected systematically for newcomers prior to 2015-16. Additionally, all students served at OIHS are represented as
newcomers above.




Non-SDC Students are 96% of our total
population

35,405 35,100

1,508 1,523 1,576 1,468 1,363
36,775 36,986 36,981 36,568 36,870
95.90% 95.88% 95.74% 95.99% 96.30%

4.10% 4.12% 4.26% 4.01% 3.70%




SPED Re-Categorization increases non-SDC
and decreases SDC Counts in 2017

35, 507
35,405

1,508

*The SDC counts process is currently under review and we are continuing to refine the process to ensure greater



Overall, OUSD exceeded 20 day count
projections

Compared to Projections - By Grade Span (Non-SDC)
Elementary Middle High Total

20 Day Actual - 2017-18 19,279 6,807 9,421 35,507
Projected - 2017-18 18,912 6,597 9,340 34,849
Variance over/(under) 367 210 81 658
Percentage Variance from Projected 1.94% 3.18% 0.87% 1.89%

Compared to Prior Year Actuals 2016-17 - By Grade Span (Non-SDC)
Elementary Middle High Total

20 Day Actual - 2017-18 19,279 6,807 9,421 35,507
20 Day Actual - 2016-17 19,297 6,669 9,134 35,100
Variance over/(under) (18) 138 287 407
Percentage Variance from Prior Year -0.09% 2.07% 3.14% 1.16%



In elementary grades, the largest percent
growth was in TK+K

Compared to Projections - Elementary Grades (Non-SDC)

TK+K 1st 2nd 3rd 4th 5th Total
20 Day Actual - 2017-18 3,866 3,170 3,102 3,094 3,056 2,991 19,279
Projected - 2017-18 3,663 3,072 3,123 3,038 3,049 2,967 18,912
Variance over/ (under) 203 98 (21) 56 7 24 367

Percentage Variance from Projected 5.54% 3.19% -0.67% 1.84% 0.23% 0.81% 1.94%

Compared to Prior Year Actuals 2017-18 - Elementary Grades (Non-SDC)

TK+K 1st 2nd 3rd 4th 5th Total
20 Day Actual - 2017-18 3,866 3,170 3,102 3,094 3,056 2,991 19,279
20 Day Actual - 2016-17 3,744 3,190 3,098 3,108 3,060 3,097 19,297
Variance over/ (under) 122 (20) 4 (14) (4) (106) (18)

Percentage Variance from Prior Year 3.26% -0.63% 0.13% -0.45% -0.13% -3.42% -0.09%



In middle school grades, 6t" grade had the
most growth from prior year

Compared to Projections - Middle School Grades (Non-SDC)

6th 7th 8th Total
20 Day Actual - 2017-18 2,355 2,205 2,247 6,807
Projected - 2017-18 2,269 2,116 2,212 6,597
Variance over/ (under) 86 89 35 210

Percentage Variance from Projected 3.79% 4.21% 1.58% 3.18%

Compared to Prior Year Actuals 2017-18 - Middle School Grades (Non-SDC)

6th 7th 8th Total
20 Day Actual - 2017-18 2,355 2,205 2,247 6,807
20 Day Actual - 2016-17 2,196 2,258 2,215 6,669
Variance over/ (under) 159 (53) 32 138

Percentage Variance from Prior Year 7.24% -2.35% 1.44% 2.07%



In high school grades, 12t" grade grew the most
compared to last year

Compared to Projections - High School Grades (Non-SDC)

9th 10th 11th 12th Total
20 Day Actual - 2017-18 2,285 2,509 2,375 2,252 9,421
Projected - 2017-18 2,216 2,395 2,546 2,183 9,340
Variance over/ (under) 69 114  (171) 69 81

Percentage Variance from Projected 3.11% 4.76% -6.72% 3.16% 0.87%

Compared to Prior Year Actuals 2017-18 - High School Grades (Non-SDC)

9th 10th 11th 12th Total
20 Day Actual - 2017-18 2,285 2,509 2,375 2,252 9,421
20 Day Actual - 2016-17 2,270 2,506 2,312 2,046 9,134
Variance over/ (under) 15 3 63 206 287

Percentage Variance from Prior Year  0.66% 0.12% 2.72% 10.07% 3.14%



Definitions




Definitions

20 Day Counts: The 20 Day Count is a date chosen by the district to make staffing and teacher
decisions. These numbers are not the same data points reported to the CDE and included on OUSD’s
website given the difference in timing in when data is reported. The counts are physical counts of
students performed by administration during key school days so that the district can make staffing
decisions based on our OEA contract.

SDC (Special Day Class): Term used to describe a self contained special education class which
provides services to students with intensive needs that cannot be met by the general education
program, resource specialist program, or designated instruction services program. Classes typically
consist of more than 50% of the student’s day. *The SDC counts process is currently under review
and we are continuing to refine the process to ensure greater consistency and accuracy.

Newcomer: A newcomer is generally defined as a student that is born outside the U.S., has a home
language other than English, and has been in US schools for 3 years or less. Students may also be
newcomers for a 4th year according to entry/exit criteria or be US-born but educated outside of the
US until arrival. For slide 13, please note data was not collected systematically for newcomers prior
to 2015-16. Additionally, all students served at OIHS are represented as newcomers above.



School Networks: 2 & 3

Network Site Name
Network #2 ESPERANZA ACADEMY
Network #2 CROCKER HIGHLANDS
Network #2 | INTERNATIONAL COMMUNITY SCHOOL
Network #2 THINK COLLEGE NOW
Network #2 PERALTA
Network #2 MANZANITA COMMUNITY SCHOOL
Network #2 HILLCREST
Network #2 BRIDGES ACADEMY AT MELROSE
Network #2 CHABOT
Network #2 THORNHILL
Network #2 MONTCLAIR
Network #2 GLOBAL FAMILY
Network #2 MELROSE LEADERSHIP ACADEMY
Network #2 MANZANITA SEED
Network #2 SCHOOL OF LANGUAGE
Network #2 FRED T. KOREMATSU

Network Site Name
Network #3 BELLA VISTA
Network #3 GREENLEAF
Network #3 GRASS VALLEY
Network #3 ENCOMPASS
Network #3 CARL MUNCK
Network #3 KAISER
Network #3 EAST OAKLAND PRIDE
Network #3 CLEVELAND
Network #3 NEW HIGHLAND ACADEMY
Network #3 ACORN WOODLAND
Network #3 RISE
Network #3 HOWARD
Network #3 BURCKHALTER
Network #3 MADISON PARK LOWER
Network #3 HORACE MANN




School Networks: 4 & Middle

Network Site Name
Middle School BRET HARTE
Middle School ROOSEVELT
Middle School CLAREMONT
Middle School URBAN PROMISE
Middle School EDNA BREWER
Middle School UNITED FOR SUCCESS ACADEMY
Middle School MONTERA
Middle School ROOTS INTERNATIONAL ACADEMY

Network Site Name
Network #4 PARKER
Network #4 GARFIELD
Network #4 FRANKLIN
Network #4 REDWOOD HEIGHTS
Network #4 LINCOLN
Network #4 PIEDMONT AVE
Network #4 GLENVIEW
Network #4 MARKHAM
Network #4 FRUITVALE
Network #4 ALLENDALE
Network #4 FUTURES
Network #4 JOAQUIN MILLER
Network #4 LAUREL
Network #4 LA ESCUELITA
Network #4 SEQUOIA
Network #4 COMMUNITY UNITED




School Network: High & Elevation

Network Site Name
High School RUDSDALE NEWCOMER
High School DEWEY HS
High School LIFE ACADEMY
High School STREET ACADEMY
High School RUDSDALE CONTINUATION
High School OAKLAND COMMUNITY DAY
High School MET WEST
High School SOJOURNER TRUTH
High School | COLISEUM COLLEGE PREP ACADEMY
High School OAKLAND INTERNATIONAL HIGH
High School RALPH BUNCHE HS
High School OAKLAND HS
High School OAKLAND TECHNICAL HS
High School MADISON UPPER
High School SKYLINE HS

Network Site Name
Elevation FREMONT HS
Elevation WEST OAKLAND MIDDLE
Elevation CASTLEMONT HS
Elevation WESTLAKE
Elevation HOOVER
Elevation LAFAYETTE/MLK
Elevation ALLIANCE ACADEMY
Elevation MCCLYMONDS HS
Elevation ELMHURST COMMUNITY PREP
Elevation BROOKFIELD
Elevation EMERSON
Elevation FRICK
Elevation REACH
Elevation PLACE at Prescott
Elevation SANKOFA




Multiyear Projections




Oakland Unified

July 1 Budgset

General Fund

01 61259 0000000

Alameda County Multiyear Projections Form MYP
Unrestricted
2017-18 % %
Budget Change 2018-19 Change 2019-20
Object {Form 01} {Cols. C-A/A) Projection (Cols. E-C/C) Projection
Description Codes (A) (B) (C) (D) {E)
(Enter projections for subsequent years 1 and 2 in Columns C and E;
current year - Column A - is exiracted)
A REVENUES AND OTHER FINANCING SOURCES
1. LCFF/Revenue Limit Sources 8010-3099 359,593,984.21 3.55%| 372,366,673.00 2.68%|  382,354,963.00
2. Federal Revenues 8100-8299 63,500.00 1.56% 64,491.00 2.15% 65,877.00
3. Other State Revenues 8300-859% 13,205,695.65 -37.51% 8,251 588.00 2.15% 8,428,997.00
4. Other Local Revenues 8600-8799 34,469,643.19 1.74% 35,069,270.00 3.37% 36,249,701.00
3. Other Financing Sources
a. Transfers In 8900-8929 564,067.00 0.00% 564,067.00 0.00% 564,067.00
b. Other Sources 8930-8679 0.00 0.00% 0.00%
¢. Contributions 8980-8999 {70,321,977.00) 3.85%)| (73,032,498.00) 3.86%|  (75,854,196.00)
6._Total (Sum lines Al thru Ade) 337,568.913.05 343.283,591.00 351,80%,409.00
B. EXPENDITURES AND OTHER FINANCING USES
1. Certificated Salaries
a, Base Salaries 138,911,376.28 140,995,047.28
b. Step & Column Adjustment 2,083,671.00 2,114,926.00
<. Cost-of-Living Adjustment
d. Other Adjustments
¢. Total Certificated Salaries (Sum lines Bla thru B1d) 1009-19%9 138,911,376.28 1440,995,047.28 143,109,973.28
2, Classified Salaries e
d. Base Salanies 55,651,598.06 56,486,372.06
b. Step & Column Adjustment 834,774.00 $47,296.00
¢. Cost-of-Living Adjustment
d. Other Adjustments i
¢. Total Classified Salaries (Sum lines B2a thru B24) 2000-2999 55,651,598.06 1.50% 36,486,372.06 57,333,668.06
3. Employee Benefits 3000-3999 80,776,605.49 8.79% 87,879,733.00 94,229,690.00
4, Books and Supplies 4000-4999 14,538,816.75 0.77% 14,650,530.00 15,069,535.00
5. Services and Other Operating Expenditures 5000-5999 36,270,664.66 0.77% 36,549,361.00 37,594.673.00
6. Capital Quilay 6000-6999 .00 0.00%
7. Other Outge {excluding Transfers of Indirect Costs) 7100-7299, 7400-7499 6,087.521.00 0.00% 6,087,521.00 6,087,521.00
8. Other Outgo - Transfers of Indirect Costs 7300-7399 (4,271,912.54) 4.18% (4.450,550.00) (4,456,132.00)
9. Other Financing Uses
a. Transfers Qut T600-71629 1,504,588.09 3.19% 1,552,584.00 2.86% 1,596,988.00
b. Other Uses 7630-7659 0.00 0.00%
10. Other Adfustments (Explain in Section F below) B
1. Total (Suin lines Bl thru B10) 329.469,257.70 339,750,598.34 3.18%| 350,565,916.34
C. NET INCREASE (DECREASE} IN FUND BALANCE
(Line A6 minus line B11} 8 099,655.35 3,532.992.66 1,243,492.66
D. FUND BALANCE
1. Net Beginning Fund Balance (Form 01, line Fle} 8,431,471.57 16,531,126.92 §. 20,064,119.58
2. Ending Fund Balance {Sum lines C and D1) 16,531,126.92 20,064,119.58 21,307,612.24
3. Components of Ending Fund Balance ]
a. Nonspendable 97109719 150,000.00 150,000.00 150,000.00
b. Restricted 9740 :
c. Committed
1. Stabilization Arrangements 9750 0.00
2. Other Commitments 9750 5,882,851.99 8,869,153.54 9,888,221 46
d. Assigned 9780 0,00
€. Unassigned/Unappropriated
1. Reserve for Economic Uncertaintics 9789 10,498,274.93 11,044,966.04 11,269,390.78
2, Unassigned/Unappropriated 9790 0.00 0.00 0.0

f. Total Components of Ending Fund Balance

| (Line D3f must agree with line D2)

16,531,126.92

20,064,119,58

21,307.612.24

California Dept of Education
SACS Financial Reporting Software - 2017.1.0
File: myp (Rev 03/30/2015)

Page 1

Printed: 6/25/2017 7:51 AM




Qakland Unified

July 1 Budget
General Fund

0161259 0000000

Alameda County Multiyear Projections Form MYP
Unrestricted
2017-18 % %
Budget Change 2018-19 Changs 2019-20
Object (Form 0O1) (Cols, C-A/A) Projection (Cals. E-C/C) Projection
Description Codes (A) {B} (9] (D} (E)
E. AVAILABLE RESERVES
1. General Fund
a. Stahilization Arrangements 9750 0.00 0.00 0.00
b. Reserve for Economic Uncertainties 9789 10,498,274.93 11,044,966.04 11,269,390.73
c. Unassigned/Unappropniated 9750 0.00 0.00 0.00
{Enter reserve projections for subsequent years 1 and 2
in Columns C and E; current year - Column A - is extracted.)
2. Special Reserve Fund - Noncapital Outlay (Fund 17)
a. Stabilization Arrangements 9750
b. Reserve for Economic Uncerfainties 9789
¢. Unassigned/Unappropriated 9790
3. Total Available Reserves (Sum lines Ela thru E2c) 10,498.274.93 11,044.946.04 11,269,390.78

F. ASSUMPTIONS

SACS Financial Reporting Software User Guide.
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Oakland Unified

July 1 Budget
General Fund

01 612559 0000000

Alameda County Multiyear Projections Farm MYP
Unrestricted
2017-18 % %
Budget Change 2018-1% Change 201920
Object {Ferm 01) (Cols. C-A/A) Projection {Cols. E-C/C) Prajection
Description Codes (A) (B) (o] D) (E)
Assumes ADA of 35,040.39 for base vear, remaining flat for out years
GAP funding: 43.97% for base year, 71.53% for 2018-19, and 73.51 for 201%-2020
Step and Column applied at 1.5% for each year
STRS rate applied: 14.43% for base year, 16.28% for 2018-19, and 18.§3% for 2019-20
PERS rate applied: 15.53% for base year, 18.10% for 201819, and 20.80% for 2019-20
Cd
54
h
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Oakland Unified

July 1 Budget
General Fund

01 61259 GO00000

Alameda County Multiyear Projections Form MYP
Restricted
2017-18 % %
Budget Change 2018-19 Change 2041920
Object (Fonn 01) {Cols, C-A/A) Projection (Cols. E-C/C) Projection
Description Codes {A) {B) (8] (D (E)
(Enter projections for subsequent years 1 and 2 in Columns C and E;
current year - Column A - is extracted)
A. REVENUES AND OTHER FINANCING SOURCES
|. LCFF/Revenue Limit Sources 8010-8099 2,412,110.00 0.00% 2,412,110.00 0.00% 2,412,110.00
2. Federal Revenues 8100-8299 44,694,665.12 1.56% 45,391,902.00 2.15% 46,367,823.00
3. Other State Revenues 8300-8599 47,847,128.88 1.56% 48,5%3,544.00 -1.58% 47,824,797.60
4, Other Local Revenues 8600-879% 41,066,699.85 -0.58% 40,826,700.00 0.00% 40,826,700.00
5. Other Financing Sources
a. Transfers In §900-8929 0.00 0.00%
b. Other Sources 8530-8979 .00 0.00%
c. Conirbutions 8580-8999 70,327,977.00 3.85% 73,032,498.00 75,854,196.00
6. Total (Sum lines Al thru ASc) 206.348,580.85 210,256,754.00 213.285631.00
B. EXPENDITURES AND OTHER FINANCING USES :
1. Certificated Salaries
a. Base Salaries 53,115,014.55 55,852,153.55
b. Step & Column Adjustment 796,725.00 837,782.00
c. Cost-of-Living Adjustment
d. Other Adjustments 1,940,414.00 (1,646,259.00)
e. Total Certificated Salaries {Sum lines Bla thru B1d) 1000-1999 53,115,014.55 5.15% 55,852,153.53 -1.45% 55,043.676.55
2. Classified Salanies ]
a. Base Salaries 36,069,443.16 | 37,928,185.16
b. Step & Column Adjustment 541,042.00 F 568,923.00
c. Cost-of-Living Adjustment '
d. Other Adjustments S T A 1,317,700.00 (1,117,945.00)
e. Total Classitied Salaries (Sum lines B2a thru R2d) 2000-2999 36,069,443.16 5.15% 37,928,185.16 37.379,163.16
3. Employee Benefits 3000-3999 51,788,511.52 9.24% 56,572,168.00 3.19% 58,376,577.00
4, Books and Supplies 4000-4999 16,264,702.14 6.90% 17,387.627.00 -0.09% 17,372,407.00
5, SBervices and Other Operating Expenditures 5000-5999 33,473,043.6% 6.90% 35,784,042.00 -0.09% 35,752,721.00
6. Capital Outlay 5000-6999 35,000.00 3.19% 36,117.00 -0.09% 36,085.00
7. Other Outge (excluding Transfers of Indirect Costs) 7100-7299, 7400-7459 2,040,000.09 199.02% 6,100,000.00 0.00% 6,100,000.00
& Other Outgo - Transfers of Indirect Costs 7300-7399 2,658,773.52 6.72% 2,837.411.90 0.20% 2,842,993.00
9. Qther Financing Uses
a. Transfers Out 7600-7629 0.00 0.00% 0.00%%
b. Other Uses T7630-7699 .00 0.00% 0.00%
10. Other Adjustments (Explain in Section F betow) )
11. Total (Sum lines B1 thru B10) 195,444 488.58 8.73%| 21249770371 0.19%]  212,903,622.71
C. NET INCREASE (DECREASE) IN FUND BALANCE
{Ling A8 minus line B11) 10,904,092.27 (2,240,949.7 )]} 382 008.29
D. FUND BALANCE :
1. Net Beginning Fund Balance (Form 01, line Fle} 9.816,124.10 20,720,216.37 18,479,266.66
2. Ending Fund Balance (Sum lines C and D1) 20,720,216.37 18,479,266.66 18,861,274.95
3. Components of Ending Fund Balance
a. Nonspendable 9710-9719 0.00 i
b. Restricted 9740 26,720,216.37 | 18.479.266.66 | 18,861,274.95
¢. Committed
1. S1abilization Arrangements 9750
2. Other Commitments 9760
d. Assigned 9780
e. Unassigned/Unappropriated
1. Reserve for Economic Uncensinties 4789
2. Unassigned/Unappropriated 9790 0.00 0.00 0.00
f. Total Components of Ending Fund Balance 3
{Line D3f must agree with line D2} 20,720216.37 | 18,479,266.66 18,861,274.95

California Dept of Education
SACS Financial Reporting Software - 2017.1.0
File: myp (Rev 03/30/2015)
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Oekland Unified
Alameda County

July 1 Budget
General Fund
Multiyear Projections

01 61258 0000000

Form MYP
Restricted
201718 % %
Budget Change 201819 Change 2019-20
Object {Form O}) (Cols. C-A/A) Projection (Cols. E-C/C) Projection
Description Codes {A) (B} <) (D)
E. AVAILABLE RESERVES o :
|. Geeneral Fund
a. Stabilization Arrangements 9750
b. Reserve for Economic Uncertainties 9789
c. Unassigned/Unappropriated 94790
(Enter reserve projections for subsequent years | and 2
in Columns C and E; current year - Column A - is extracted.)
2. Special Reserve Fund - Noncapital Qutlay (Fund 17)
a. Stabilization Arrangements 9750
b. Reserve for Economic Uncertainties 9789
¢. Unassigned/Unappropriated 9790
3. Total Available Reserves (Sum lines Ela thru E2c)
F. ASSUMPTIONS

projected in lines Bld, B2d, and B10. For additional inform:
SACS Financial Reporting Software User Guide.

California Dept of Education
SACS Financial Reporting Software - 2017,1.0
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Oakland Unified
Alameda County

July 1 Budget
General Fund
Multiyear Projections

01 61259 0000000

GAP funding: 43.97% for base year, 71.53% for 2018-19, and 73.51 for 2019-2020
Step and Column applied at 1.5% for each year

STRS rate applied: 14.43% for base year, 16.28% for 2018- 19, and 18.13% for 2019-20
PERS rute applied: 15.53% for base year, 18.10% for 2018-19, and 20.80% for 201920

Farm MYP
Restricted
2017-18 % %
Budget Change 2018-19 Change 201920
Object {Form 01} (Cols. C-A/A) Projection {Cols. E-C/C) Projection
Description Codes {A) (B) () (D} (E)
Assumzs ADA of 35,040.39 for base year, remaining flat for out years




Gakland Unified

July 1 Budget
General Fund

01 61259 0000000

Alameda County Multiyear Projections Form MYP
Unrestricted/Restricted
2017-18 % %
Budget Change 2018-19 Change 2019-20
Object {Form 01) (Cols. C-A/A) Projection {Cols. E-C/C) Projection
Description Codes (A) (B) {©) {D) (E)
(Enter projections for suhsequent years 1 and 2 in Columns C and E;
current year - Column A - is extracted)
A. REYENUES AND OTHER FINANCING SOURCES
1. LCFF/Revenue Limit Sources 8010-8099 362,000,094.21 3.53% 374,778,783.00 2.6"% 384,767,073.00
2. Federal Revenues B100-8299 44,758,165.12 1.56% 45,456,393.00 2.15% 46,433,705.00
3. Other State Revenues 8300-8399 61,052,824.53 -6.89% 56,845,132.00 -1.04% 56,253,794.00
4. Other Local Revenues 8600-8799 75,536,343.04 0.48% 75,895 .970.00 1.56% 77,076,401.00
5. Other Financing Sourecs
a. Transfers [n 8900-8929 564,067.00 0.00% 564,067.00 564,067.00
b. Other Sources 8930-8979 ¢.00 0.00% 0.00 .00
¢. Centributions 8980-8999 .00 0.00% 0.00 9.00
6. Total (Sum lines Al thru AS5¢) 1.77% 553,540,345.00 565,005.040.00
B. EXPENDITURES AND OTHER FINANCING USES i
1. Certificated Salaries
a. Base Salaries 192,026,390.83 196,847, 200.83
b. Step & Column Adjustmeni 2,880,396.00 2,952,703.00
¢. Cost-of-Living Adjustment 0.00 0.00
d. Other Adjustments 1,940,414.00 (1,646,259.00)
¢. Total Cerlificated Salaries (Surn lines Bla thru Bld) 1000-1999 196,847,200.83 198,153,649.83
2. Classified Salaries
a Base Salaries 91,721,041.22 94,414,557.22
b. Step & Column Adjustment 1,375,816.00 1,416,219.00
¢. Cost-of-Living Adjustment 0.90 0.00
d. Other Adjustments SRS, : e 1,317,700.00 : : (1,117,945.00)
e. Total Classified Salaries (Sum lines B2a thru B2d) 2000-2999 91,721,041.22 2.94% 94.414,557.22 0.32% 04,712,831.22
3. Employes Benefits 3000-3999 132,565,117.01 8.97%| 144.451,901.00 5.65%) 152,606,267.00
4. Books and Supplies 4000-49%99 30,803,518.89 4.01% 32,038,157.00 1.26% 32,441,942.00
5. Services and Other Operating Expenditures 5000-5999 69,743,708.35 3.71% 72,333,403.00 1.40% 73,347,394.00
6. Capital Qutlay 6000-6999 35,000.00 3.19% 36,117.00 -0.09% 36,085.00
7. Other Qutpo {excluding Transfers of Indirect Costs) T100-7299, T400-7499 8,127,521.00 49.95% 12,187,521,00 0.00% 12,187,521.00
8, Other Gutge - Transfers of Lndirect Costs 7300-7399 (1,613,139.02) 0.00% {1,613,139.00) 0.00% (1,613,139.00)
9. Other Financing Uses
8. Transfers Qut 7600-7629 1,504,588,00 3.19% 1,552,584.00 2.86% 1,596,988.00
b. Other Uses 7630-7699 0,00 0.00% 0.00 0.00
10, Other Adjustments ; iy 0.00 | 0.00
11. Total {Sum lines B1 thru B10) 524,913,746.28 552,248,302.05 563,469,539.05
C. NET INCREASE (DECREASE) IN FUND BALANCE
(Ling A6 minus line B11) 19,003,747.62 1,292.042.95 1,625,500.95
D. FUND BALANCE
1. Net Beginning Fund Balance (Form 01, tine Fle) 18,247,595.67 37,251,343.29 38,543,386.24
2. Ending Fund Balance (Sum lines C and D1) 37,251,343.29 38,543,386.24 44,168,887.19
3, Components of Ending Fund Balance
a. Nonspendable 9710-9719 150,000.00 150,000.00 150,000.00
b. Restricted 9740 20,720,216.37 18,479,266.66 18.861,274.95
¢. Commitled
1, Stabilization Arrangements 9750 .00 0.00 0.00
2. Other Commitments 9760 5,882,851.99 8,869,153.54 9,888,221.46
d. Assigned 9780 0.00 0.00 0.00
&. Unassigned/Unappropriated
1. Reserve for Economic Uncertainties 9789 10,498,274.93 11,044,966.04 11,269,390.78
2. Unassigned/Unappropriated 9790 0.00 0.00 0.00
f. Total Components of Ending Fund Balance
(Line D3f must agree with line D2) 37,251.343.29 38,543,386.24 40.168.887.12

California Dept of Education
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July 1 Budget
01 81259 0000000

Oaktand Unified General Fund
Alameda County Multiyear Projections Form MYP
Unrestricted/Restricted
2017-18 % %
Budget Change 2018-19 Change 2019.20
Object (Form 01) {Cols. C-A/A) Projection (Cols. E-C/C) Projection
Description Codes (A) (B) {C) (D) (E)
E. AVAILABLE RESERVES S o w
1. Gengral Fund
a. Stabilization Amangements 9750 0.00 0.00 0.00
b. Reserve for Economic Uncertainties 9789 10,498,274.93 11,044,966.04 11,269,390.78
¢. Unassigned/Unappropriated 9790 0.00 0.00 0.00
d. Negative Restricted Ending Balances A
(Megative resources 2000-9999) 975Z 0.00 0.00
2. Special Reserve Fund - Noncapital Qutlay (Fund 17)
a. Stebilization Arrangements 9750 0.00 0.00 0.00
b. Reserve for Economic Uncertainties 9789 0.00 0.00 0.00
¢. Unassigned/Unappropriated 9790 0.00 0.00 0.00
3. Total Available Reserves - by Amount (Sum lings Ela thru E2c) 10,498,274.93 11,044,966.04 11,269,390.78
4. Total Available Reserves - by Percent (Line E3 divided by Line F3c) 2.00% 2.00% 2.00%

F. RECOMMENDED RESERVES
1. Special Education Pass-through Exclusions
For disiricts (hat serve as the administrative unit (AL}) of a
special education local plan area (SELPA):
a. Do you choose to exclude from the reserve calculation
Ihe pass-through finds distributed to SELPA members? No
b. If you are the SELPA AU and are excluding special

education pass-through finds:
1. Enter the name(s) of the SELPA(s):

2. Special education pass-through funds
{Column A: Fund 10, resources 3300-3499 and 6500-6540,

objects 7211-7213 and 7221-7223; enter projections
for subsequent years | and 2 in Columns C and E)

. District ADA
Used to determine the reserve standard percentage level on line F3d
(Col. A: Form A, Estimated P-2 ADA column, Lines A4 and C4; enter projections)

(¥

35,040.39 35,040.3%

35,040.39

3. Calculating the Reserves

a. Expenditures and Other Financing Uses (Line B11) 524,913,746.28 352,248,302.05 563,469,539.08
b. Plus: Special Education Pass-through Funds (Line F1b2, if Line Fla is No} 0.00 0.00 0.00
c. Total Expenditures and Other Financing Uses

{Line F3a plus line F3b) 524,913,746.28 552,248,302.05 563,469,539.05
d. Reserve Standard Percentage Level

(Refer to Form 01CS, Criterion 10 for calculation details) 2% 2% 2%
e. Reserve Standard - By Percent (Line F3c times F3d) 10,498,274.93 11,044,966.04 11,269,390.78
f. Reserve Standard - By Amount

(Refer to Fonn 01CS, Criterion 10 for calculation details) .00 0.00 0.00
g. Reserve Standard {Greater of Line Fle or F30) 10,498,274.93 11,044,965.04 11,269,350.78
h. Available Reserves (Line E3) Meet Reserve Standard (Line F3g) YES YES YES

California Dept of Education
SACS Financial Reporting Software - 2017.1.0
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July 1 Budget

Oakland Unified General Fund 0181259 0000000
Alameda County Multiyear Projections Form MYP
Unrestricted/Restricted

2017-18 % %
Budget Change 201819 Change 201%9-20
Object (Form 01} (Cols. C-AfA) Projection (Cols. E-C/C) Projection
Descriplion Codes {A) (B) {C) D) (E)
E. AVAILABLE RESERVES O
I. General Fund
a. Stabilization Arrangements 9750 0.00 0,00 0.00
b. Reserve for Economic Uncerainties 9789 10,498,274.93 11,044 966.04 11,269,390.78
<. Unassigned/Unappropriated 9790 0.00 0.00 0.00
d. Negative Restricted Ending Balances
{Negative resources 2000-9999) 9707 0.00 0.00
2. Special Reserve Fund - Noncapital Qutlay (Fund 17)
a. Stabilization Arrangements 9750 0.60 0.00 0.00
b. Reserve for Economic Uncerlainties 9789 0.00 0.00 0.00
c. Unassigned/Unappropriated 9750 0.00 0.00 ] 0.00
3. Total Available Reserves - by Amount (Sum lines Ela thru E2¢) 10,498,274.93 11,044,966.04 11,269,390.78
4. Total Available Reserves - by Percent (Ling E3 divided by Line F3¢) 2.00% 2.00%]: 2.00%)|
F. RECOMMENDED RESERVES ;
1. Spexial Education Pass-through Exclusions
For districts that serve as the administrative unit (AU) of a
special education local plan area (SELPA):
a. Do you choose to exclude from the reserve calculation
the pass-through funds distributed to SELPA members? No

b. If you are the SELPA AU and are excluding special

education pass-through funds:
1. Enter the name(s) of the SELPA(s):

2. Special education pass-through funds
{Column A: Fund 10, resources 33003499 and 6500-6540,

objects 7211.7213 and 7221-7223; enter projections
for subsequent years 1 and 2 in Columns C and E)

District ADA
Used to determine the reserve standard percentage level on line F3d
{Col. A: Form A, Estimated P-2 ADA column, Lines A4 and C4; enter projections)

. Calculating the Reserves
a. Expenditures and Other Financing Uses (Line B11)

b, Plus: Special Education Pass-through Funds (Line F1b2, if Line Fla is No)

c. Total Expenditures and Other Financing Uses
(Line F3a plus line F3b)

d. Reserve Standard Percentage Level
(Refer to Form 01CS, Criterion 10 for calculation details)
€. Reserve Standard - By Percent (Line Fic times F3d)
f. Reserve Standard - By Amount
{Refer to Form 01CS, Criterion 19 for calculation details)
g. Reserve Standard {Greater of Line Fle or F31)
h. Available Reserves (Line E3) Meet Reserve Standard (Line F3g)

[ad

[

35,040.39

524,213,746.28

0.00

524,913,746.28

2%

10,498.274.93

0.00

35,040.39

552,248,302.05

0.00

552,248,302.05

2%

11,044,966.04

0,00

10,498,274.93

YES§

11,044,966.04

YES

35,040.39

563 ,460,519.05

0.00

563,469,539.05

2%

11,269,390.78

0.00

11,269,390.78

YES
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2016-17 Unaudited Actuals
Executive Summary

The District closed the financial books for fiscal year 2016-17 and presents the Unaudited Actuals Financial
Report for Board review and approval. Staff recommends approval of this report and submission to the County
Office of Education by September 15.

Major Fiscal Accomplishments & Challenges

Accomplishments

e The District completed the 2015-16 Audit Report by the statutory deadline (Dec.
2016), and is now current with all audits. This is the first time in over a decade.

eMeasure G and Measure N Audits were completed. All Audit Reports are
instrumental to the District’s credit rating, when passing Bonds and Parcel Tax
Measures.

eThe District refinanced $300M General Obligation (G.0.) Bonds in May 2017
savings taxpayers $60M.

eThe Fiscal Crisis Management Assessment Team (FCMAT) conducted and
completed a thorough analysis of financial practices as a proactive measure
requested by the Board of Education.



2016-17 Unaudited Actuals

Executive Summary
—Challenges

eBeginning 2016-17 with little room for over expending:

o At the 2015-16 year end closing process the District met the state required 2%
reserve for economic uncertainty with less than $1M over the reserve.

o The 2015-16 closing indicated more contributions were needed by at least
$2.3M for Food Service and Early Childhood in 2016-17.

® The projected enrollment increase for 2016-17 did not materialize; in fact
enrollment decreased from 2015-16 by over 400 students. This resulted in a
reduction of LCFF projected revenue by $3.9M.

eThe 2016-17 lower enrollment resulted in the potential reduction of 42 teacher
FTE’s. However, the decision was made to reduce only six, costing the District
$3.2M.



2016-17 Unaudited Actuals
Executive Summary

Challenges

eIn the fall of 2016, it was determined that the Special Education program would
need an additional $4.9M contribution from the unrestricted general fund.

eJanuary 2017, a “spending limitations protocol” and a hiring freeze for selected
positions to generate cost savings that could be redesignated to programs that
were over budget. This strategy did not yield expected results.

eDistrict leadership hired unfunded positions.

eThe Superintendent announced his resignation effective January 2017.




2016-17 Unaudited Actuals
Executive Summary

Financial Overview
Reserve for Economic Uncertainty

* Unrestricted General Fund: The District ended fiscal year 2016-17 with an
unrestricted fund balance of $3.4M, which included a reserve for economic
uncertainty of $2.9M.

* Avoiding state receivership: Although the reserve for economic uncertainty for
2016-17 is less than the required 2%, a positive unrestricted fund balance avoids
state receivership.

 The fund balance is $5M less than the $8.4M projected at Third Interim. The
reserve for economic uncertainty is NOT sufficient to meet the State required 2%
reserve for economic uncertainty of $11M. Third Interim reporting anticipated the
District would not meet the 2% reserve requirement.



2016-17 Unaudited Actuals
Executive Summary

Reserve for Economic Uncertainty

e\With this level of 2016-17 unrestricted fund balance, the 2017-18 unrestricted
fund balance will still start the year with the state required 2% reserve for
economic uncertainty. During the 2017-18 adoption, additional funds were set
aside in anticipation of the 2016-17 closing shortfall.

General Fund Cash Balances & Monitoring

eThe District’s General Fund ended the fiscal year with a positive cash balance of
$23.8M. Cash balances were monitored closely during the year to ensure that
there was sufficient cash to keep pace with expenditures. The District temporarily
borrowed $26M from the Alameda County Treasurer and the obligation was paid
in full prior to June 30. This borrowing is a cash management method districts use
to ensure sufficient cash is available every month to pay obligations.



2016-17 Unaudited Actuals
Executive Summary

Self Insurance Fund

* The Self Insurance Fund transferred $3.8M to the General Fund for legal expenses
related to the Special Education program covering prior fiscal years (prior to 2015-
16).

* As part of the effort to reduce unrestricted expenditures during 2016-17, the self
insurance rate charged against payroll was reduced the last four months of the
fiscal year. This resulted in a reduction of revenue to the self insurance fund of
over $2M from the Third interim budget.

* Legal settlements related to executive transitions cost over S1M.

* The net result of the above on the self insurance fund is a reduction of $8M to the
fund balance (from a beginning fund balance of $14.8M to an ending fund balance
of $6.8M). This fund balance will need to substantially increase over the next
couple of years.



2016-17 Unaudited Actuals
Executive Summary

Other Fiscal Items

* The District met the Current Expense Formula/Minimum Classroom Compensation
(CEA) Ratio of 55% threshold of instructional expenses to classrooms funded with
General Fund Resources.

* Support for Restricted Programs: The Unaudited Actuals when compared to the
Third Interim projection, reflect an additional contribution of $1.1M to the Special
Education Program ($120K), the Early Childhood Fund ($227K), and the Child
Nutrition Fund ($726K). The total 2016-17 contribution to Special Education
Program $56.4M; Early Childhood Fund $2.2M; and Child Nutrition Fund $3.2M,
totals $61.8M.




CAUTION: Fiscal Year 2017-18

Action Needed to Balance Budget

We will be monitoring and reporting back to the Board on the many of the following
items:
o LCFF Revenue is close to being fully funded, which means the increases from year
to year will be significantly reduced.

e Cost of Living Adjustments (COLAs) are not expected to keep pace with the true
cost of living, meaning we will have the same amount of funding to pay for
higher costs.

e Support to Special Education, Early Childhood, and Child Nutrition needs to be

monitored, and program adjustments must be made, because the General Fund
is no longer in a position to contribute funding.



CAUTION: Fiscal Year 2017-18

Action Needed to Balance Budget

The Structural Deficit in the unrestricted general fund (ongoing revenues are less
than ongoing expenses) must be addressed.

The Unrestricted Reserve balance must be increased to meet Board Policy.

The Self Insurance Fund is now in jeopardy of becoming a Fund with inadequate
reserves (Gap $30M) and revenue to meet its obligations.

Overspending may lead to state receivership.




Budget Management and Accountability

Steps Toward Ongoing Fiscal Vitality

e Present actions taken as a result of the FCMAT report findings to the BOE
e Provide the BOE regular budget revision reports and updates

e Review Districtwide monthly budget reports by the Superintendent and Chief
Financial Officer

e Hold regular systems and budget monitoring meetings between Chief Financial
Officer and Senior Deputy Chief of Continuous Improvement

e Plan to provide more comprehensive training to District staff on budgeting best
practices.



2016-17 Unaudited Actuals

Summary of Unrestricted General Fund

Detailed Information




2016-17 Unaudited Actuals

Summary of Unrestricted General Fund — Revenues & Other Financing Sources

The revenues increased $2.3M from Third Interim. The increase is primarily due to the
following:

* LCFF revenue decreased $1.6M. This decrease is due to the impact of the “net charter
shift”. The State of California allows districts to use the higher P-2 ADA of either the
current year or the prior year. During 2016-17 the district’s ADA decreased. As a result,
OUSD is using the 2015-16 P-2 ADA for funding purposes for 2016-17. However, if the
prior year ADA is used (2015-16), the District must take into account the change of
students leaving the District to charters or coming to the District from charter from
2015-16 to 2016-17. There was a net reduction from the District to charters which
resulted in the $1.6M decrease.

e Other state revenue increased $2M. This increase is primarily related to Medical
Administrative Activity (M.A.A.) revenue. The increase is due to the accrual of prior year
MAA revenue, now that the state has begun to start disbursing the funds.



2016-17 Unaudited Actuals

Summary of Unrestricted General Fund — Revenues & Other Financing
Sources

elLocal revenues increased $1.8M. This increase is primarily due to 1) additional

PGE rebate ($1M); 2) additional ERATE reimbursement ($540K); and 3) additional
Redevelopment funds — RDA (S347K).

Other Financing Sources/Uses also increased $2.5M net from Third Interim. The
increase is primarily due to the following:

eThe transfer in from the Self Insurance fund increased $4.2M. Of this increase,

$3.8M is related to prior year Special Education legal cost paid by the unrestricted
general fund being reimbursed.

eOther Transfers Out increased $1M primarily due to additional support for the
Food Service and Early Childhood funds, $726K and $227K respectively.

eContributions to restricted programs increased $.7M primarily due to Special

Education $120K and Federal Program Monitoring (FPM) audit findings related to
Title 1 & 2 of S540K.



2016-17 Unaudited Actuals
Summary of Unrestricted General Fund — Expenses & Uses

Expenses & Uses increased $9.1M over the Third Interim. The increase is primarily due
to the following:

» Salaries & benefits increased $4.6M. The OEA arbitration award represents S1M.
The remaining $3.6M is approximately a 1% variance from the Third Interim and
includes the reduction in the workers comp rate against payroll for the last four
months of the fiscal year.

* Supplies, Services & Equipment increased $3M. This is a 7% variance from the Third
Interim. This increase is based on the Third Interim budget anticipating a reduction
of expenses related to the “spending limitations protocol”. However, the reductions
did not materialize.

* Other outgo and indirect cost (an expense offset) decreased $1.4M. Over $.5M of
the decrease is due to the over expenditure of Titlel funds thereby reducing the
amount available to fully charge indirect cost.



2016-17 Unaudited Actuals
Summary of Unrestricted General Fund-Ending Fund Balance

The $3.4M ending fund balance decreased $5M from the $8.4M at Third Interim based
on the following:
* $2.3M net increase in revenue
* $2.5M net increase in other financing sources
* $(9.1M) net increase in expenses & other uses

e $(0.7M) decrease/adjustment to the beginning fund balance to agree to the
2015-16 audit report

2016-17:
* The District ended the fiscal year with an unrestricted fund balance of $3.4M

* The reserve for economic uncertainty of $2.9M did not meet the State required
2% of $11M. Third Interim reporting anticipated the District would not meet this

requirement.



2016-17 Unaudited Actuals
Summary of Unrestricted General Fund-Ending Fund
Balance

2017-18:

e Although the reserve for economic uncertainty for 2016-17 is less than the
required 2%, the positive unrestricted fund balance avoids state receivership.

* The 2017-18 unrestricted fund balance will still start the year with the state
required 2% reserve for economic uncertainty because during the 2017-18
adoption, additional funds were set aside in anticipation of the 2016-17 closing
shortfall.

NOTE: The OUSD policy calls for at least 3% reserve.



2016-17 Unaudited Actuals

Summary of Combined Unrestricted &
Restricted General Fund




2016-17 Unaudited Actuals
Summary of Combined Unrestricted & Restricted General Fund

Description Unaudited Actuals | Third Interim| Difference %

LCFF Sources

State Aid 215,598,483 217,562,264 {1,563,782) -0.7%
Property Taxes 93,248,240 S2,785,158 463,082 0.5%
Education Frotection Act - EFA 46,574,013 47,055,026 (481,013) -1.0%
Total LCFF Sources 355,820,735 | 357,402,448 | (1,581,713) -0.4%
Federal Revenue 44,636,387 49,563,105 (4,926,718) -9.9%
Other State Revenue 64,918,831 62,654,277 2,264,554 3.6%
Other Local Revenue 70,526,273 68,888,030 1,638,243 2.4%
Total Revenues 535,902,227 | 538,507,861 @ (2,605,634) -0.5%
Certificated Salaries 201,607,583 128,618,774 2,988,820 1.5%
Classified Salaries 99,365,021 S6,672,513 2,692,508 2.8%
Employee Benefits 133,822,586 132,569,364 1,253,622 0.9%
Books & Supplies 14,375,203 28,401,175 (14,025,972) -49.4%
Services, Other Op Expenses 87,778,636 84,885,187 2,893,449 3.4%
Capital Outlay 2,912,076 3,022,181 (110,105) -3.6%
Other Outgo 8,808,723 8,851,040 (82,317) -0.9%
Direct Support/Indirect Costs {1,733,703) (1,527,237) {(206,466) 13.5%
Total Expenditures 546,936,534 | 551,532,997 | (4,596,463} -0.8%
Excess/{Deficiency) of Revenue of Expense (11,034,307)| (13,025,136)| 1,990,829 | -15.3%




2016-17 Unaudited Actuals
Summary of Combined Unrestricted & Restricted General Fund
(Cont.)

Description Unaudited Actuals| Third Interim Difference | %
Interfund - Transfer In 5,036,579 847032 | 4189547 494.6%
Interfund - Transfer Out (5421976)  (4468860)  (953,116)| 21.3%
Other Financing Sources/Uses (385,397), (3,621,828) 3,236,430 | -89.4%
Net Increase in Fund Balance (11,419,705)| (16,646,964) 5,227,259 | -31.4%
Beginning Fund Balance - July 1, 2016 34895560 | 34895560 - 0.0%
Ending Fund Balance - June 30, 2017 23,475,855 18,248,590 5,227,259  28.6%




2016-17 Unaudited Actuals
Summary of Combined Unrestricted & Restricted General Fund
Fund Balance Detail

Unaudited Actuals | Third Interim | Difference
Ending Fund Balance 23,475,855 | 18,248,359 | 5,227,259
Components of Ending Fund Balance:
Reserve for Economic Uncertainty 2,906,899 8281471 | (5374572)
Designated for the Following:
Revolving Cash 150,000 150,000
Prepaid 363,174 - 363,174
Restricted 20,055,783 9817125 | 10,238,638
Total Ending Fund Balance 23,475,855 | 18,248,596 | 5,227,259




2016-17 Unaudited Actuals

Summary of Unrestricted General Fund




2016-17 Unaudited Actuals

Summary of Unrestricted General Fund

Notes Description Unaudited Actuals | Third Interim | Difference %

LCFF Sources
State Aid 215,788,483 217,562,264  (1,773,782) -0.8%
Property Taxes 90,801,295 90,110,000 691,295 0.8%
Education Protection Act - EPA 46,574,013 47,055,026 (481,013), -1.0%
Total LCFF Sources 353,163,790 354,727,290 {(1,563,500) -0.4%
Federal Revenue 52,364 55,801 (2,437) -6.2%
Other State Revenue 17,611,233 15,592,797 2018436 | 12.9%
Other Local Revenue 36,643,170 34,836,462 1,806,707 5.2%

1 |Total Revenues 407,470,557 | 405,212,350 | 2,258,207 0.6%
Certificated Salaries 149,665,180 | 145,665,246 3,999,934 2.7%
Classified Salaries 61,634,202 59,009,152 2 625,051 4.4%
Employee Benefits 84,237,117 86,279,712 (2,042,594)| -2.4%
Books & Supplies 6,817,615 8324,144 | (1,506,529) -18.1%
Services, Other Op Expenses 40,119,367 25,351,055 4,768,312 13.5%
Capital Outlay 132 368 332 649 (200,282) -60.2%
Other Outgo 6,250,750 6,077,046 173,704 2.9%
Direct Support/Indirect Costs {4,059,782) {5,363,263) 1,303,481 | -24.3%

2 |Total Expenditures 344,796,819 | 335,675,742 9,121,077 2.7%
Excess/{Deficiency) of Revenue of Expense 62,673,738 69,536,608 | (6,862,870) -9.9%




2016-17 Unaudited Actuals
Summary of Unrestricted General Fund (Cont.)

Notes Description Unaudited Actuals | Third Interim Difference = %
Interfund - Transfer In 5,036,579 847,032 | 4,189,547 | 494.6%
Interfund - Transfer Qut (5421976)|  (4,468,860)  (953,116)| 21.3%
Contributions - to Restricted Programs (70662,644)|  (69,940,024) (722,620} 1.0%

3 |Other Financing Sources/Uses (71,048,042)| (73,561,852) 2,513,810 | -3.4%
Net Increase in Fund Balance (8,374,303)| (4,025,244) (4,349,059)(108.0%
4 Beginning Fund Balance - July 1, 2016 11,794376 | 12,456,715 (662,339)| -5.3%
Ending Fund Balance - June 30, 2017 3,420,073 8,431,471 (5,011,398) -59.4%




2016-17 Unaudited Actuals

Summary of Unrestricted General Fund
Fund Balance Detail

Unaudited Actuals | Third Interim | Difference
Ending Fund Balance 3,420,073 | 8,431,471 | (5,011,398)

Components of Ending Fund Balance:

Reserve for Economic Uncertainty 2,906,899 8,281,471 | (5,374,572)
Designated for the Following:

Revolving Cash 150,000 150,000 -

Prepaids 363,174 - 363,174
Total Ending Fund Balance 3,420,073 | 8,431,471 | (5,011,398)




2016-17 Unaudited Actuals
Summary of Unrestricted General Fund
Difference Notes

Note # Comments Difference
1 Revenues
LCFF Sources - Adjust State Aid to Property Tax $ (1,773,782
LCFF Sources - Decrease in Property Taxes 691,295
LCFF Sources - Education Protection Act (481,013)
LCFF Total (1,563,500)
Federal Revenue (3,437)
State Revenue - Incr in M.AA. Revenue 2,018,436
Local Revenue - PGE Rebate; ERATE Reimb; RDA funds 1,806,707
Total Difference in Revenues $ 2,258,207
2 Expenditures & Uses
Salaries & Benefits - Less QEA Arbitration Est. Cost (Approx 1% variance) 3 3,632,390
Salaries & Benefits - OEA Est Arbitration Cost 950,000
Salaries & Benefits Total 4,582,390
Supplies, Services & Capital Outlay - Schools & Central Site Allocations 3,061,501
Other Expenses & |ndirect Cost (exps offset)- Net 1,477,186
Total Difference in Expenditures & Uses $ 9,121,077

Excess/(Deficiency) of Revenue Qver Expense

$ (6,862,870)




2016-17 Unaudited Actuals
Summary of Unrestricted General Fund
Difference Notes (Cont.)

Note # Comments Difference
3| Other Financing Sources/Uses
Interfund Transfer in - Self Insurance ($3.6M is pr yrs PEC legal cost paid by GenFd) | $ 4,189,547
Transfers to Other Funds:
Food Service Fund (726,239)
Early Childhood Fund (226,877)
Transfers Qut Total (953,116)
Contributions:
Special Education (119,745)
Routine Repair & Maintenance (RRMA/B&G) (74,056)
Federal Program Monitoring Audit Finding (Title 1 & 2) (539,759)
ROTC 10,940
Contribution Total (722,620)
Total Other Financing Sources/Uses $ 2,513,810
4/ Beginning Fund Balance - Adjustment (662,339)




2016-17 Unaudited Actuals

Summary of Restricted General Fund




2016-17 Unaudited Actuals

Summary of Restricted General Fund

Description Unaudited Actuals' Third Interim Difference %

LCFF Sources

Property Taxes 2,656,945 2,675,158 (18,213)] -0.7%
Total LCFF Sources 2,656,945 2,675,158 (18,213)| -0.7%
Federal Revenue 44,584,023 49,507,304 (4,923,281) -9.9%
Other State Revenue 47,307,598 47,061,480 246,118 | 0.5%
Other Local Revenue 33,883,103 34,051,568 (168,465)| -0.5%
Total Revenues 128,431,670 133,295,511 (4,882,054)| -0.2%
Certificated Salaries 51,942,413 52,953,527 (1,011,114)| -1.9%
Classified Salaries 37,730,819 37,663,362 67,457 | 0.2%
Employee Benefits 49,585,868 46,289,652 3,296,216 |  7.1%
Books & Supplies 7,557,588 20,077,031 | (12,519,443)| -62.4%
Services, Other Op Expenses 47,659,269 49,534,132 (1,874,863)| -3.8%
Capital Outlay 2,779,708 2,689,532 90,176 | 3.4%
Other Outgo 2,557,973 2,813,994 (256,022)
Direct Support/Indirect Costs 2,326,078 3,836,025 {1,509,947)( -39.4%
Total Expenditures 202,139,716 215,857,255 | (13,717,540)| -6.4%
Excess/(Deficiency) of Revenue of Expense (73,708,046) (82,561,744) 8,853,698 |-10.7%




2016-17 Unaudited Actuals
Summary of Restricted General Fund (Cont.)

Description Unaudited Actuals = Third Interim | Difference = %
Interfund - Transfer In
Interfund - Transfer Out
Contributions - to Restricted Programs 70,662,644 69,940,024 122620 1.0%
Other Financing Sources/Uses 70,662,644 | 69,940024 | 722620 1.0%
Net Increase in Fund Balance 3,045401) (12,621,720) 9,576,319 | -75.9%
Beginning Fund Balance - July 1, 2016 23,101,184 22 438 845 662,339 | 3.0%
Ending Fund Balance - June 30, 2017 20,055,783 9,817,125 | 10,238,658 | 104.3%




2016-17 Unaudited Actuals
Summary of Restricted General Fund
Fund Balance Detail

Unaudited Actuals | Third Interim | Difference
Ending Fund Balance 20,035,783 9,817,125 | 10,238,658

Components of Ending Fund Balance:
Reserve for Economic Uncertainty
Designated for the Following:

Revolving Cash

Prepaid

Restricted 20,055,783 9817125 10,233,658
Additional Reserve

Total Ending Fund Balance 20,055,783 9,817,125 | 10,238,658




2016-17 Unaudited Actuals

Summary All Fund




2016-17 Unaudited Actuals

Summ

ary of All Fund

Total Expenses

EXPENSES (Object Codes {1000--7999)

2016-17 2016-17 Diff
Closing Third Interim
Fd # Fund Description SSS SSS SSS %

General Fund
01 Gen Fund - Unrestricted 344,796,819 335,675,742 9,121,077 2.6%
01 Gen Fund - Restricted 202,139,716 215,857,255 (13,717,540) -6.8%
Total General Fund 546,936,534 551,532,997 (4,596,463) -4.1%
11 Adult Education 2,251,615 4,047,693 (1,796,078) -79.8%
12 Early Childhood Education 13,618,095 13,833,750 (215,655) -1.6%
13 Cafeteria 20,870,900 20,000,913 869,087 4.2%
Facility Related Fund
14 Deferred Maintenance
21 Gen. Obl. Bonds. 61,260,838 170,860,906 (109,600,067)| -178.9%
25 Dev. Fee / Redev 868,961 1,300,910 (431,950) -49.7%
35 State Modernization 4,881,361 6,952,631 (2,071,270) -42.4%
40 Williams Settlement 288,207 580,109 (291,902) -101.3%
Total Facility Related Funds 67,299,367 179,694,556 (112,395,189)| -167.0%
51 Bond Int and Redemption 83,740,722 83,742,210 (1,488) 0.0%
67 Self Insurance 24,762,419 25,427,664 (665,244) -2.7%

ALL FUNDS 759,479,653 878,279,784 (118,800,130) -15.6%




2016-17 Unaudited Actuals
Summary of All Fund

Other Funds — Adult Education, Child Development, Cafeteria

Description 11 - ADULT
EDUCATION FUND

12 - CHILD
DEVELOPMENT FUND

13 - CAFETERIA FUND

LCFF Sources

Federal Revenue 190,888 1,082,395 16,276,564
Other State Revenue 2,672,577 9,947,776 888,017
Local Revenue - Interest Earnings - - -
Local Revenue - Redevelopment Funds - - -
Local Revenue - Developer Fees - - -
Local Revenue - Facilities Rental - - -
Local Revenue - Other 122,394 464,524 655,681
Total Revenues 2,985 858 11,495,194 17,820,262
Cenrtificated Salaries 1,224,265 3,441,082 -
Classified Salaries 245,803 3,637,842 6,893,955
Employee Benefits 481,741 3,901,680 3,380,125
Books & Materials/Supplies 72,589 82,431 9,472,809
Services, Other Op Expenses 146,762 1,872,075 87,362
Capital Qutlay - - 66,385
Other Qutgo - - -
Direct Support/Indirect Costs 80,455 682,985 970,263
Total Expenditures 2,251,615 13,618,095 20,870,899
Excess/{Deficiency) of Revenue of Expense 734,243 (2,122,900) (3,050,637)




2016-17 Unaudited Actuals
Summary of All Fund
Other Funds — Adult Education, Child Development, Cafeteria (Cont.)




2016-17 Unaudited Actuals

Summary of All Fund

Other Funds — peferred Maint., Building, Capital Facilities, County School Facilities

Description 14 - DEFERRED 21 - BUILDING 25 - CAPITAL 35 - COUNTY SCHOOL
MAINT ENANCE FUND FUND FACILITIES FUND FACILITIES FUND

LCFF Sources
Federal Revenue - - - -
Other State Revenue - 8,698 - -
Local Revenue - Interest Earnings - - - -
Local Revenue - Redevelopment Funds - - - -
Local Revenue - Developer Fees - - - -
Local Revenue - Facilities Rental - - - -
Local Revenue - Other 699 1,237,323 10,905,711 23,251
Total Revenues 699 1,246,021 10,905,711 23,251
Certificated Salaries - - - -
Classified Salaries - 2,829,144 16,734 22,211
Employee Benefits - 1,113,860 2,314 3,105
Books & Materials/Supplies - 726,871 134,574 -
Services, Other Op Expenses - 8,632,617 394,310 3,287,243
Capital Outlay - 47,958,345 321,029 1,568,803
Other Qutgo - - - -
Direct Support/Indirect Costs - - - -
Total Expenditures - 61,260,837 868,961 4,881,362
Excess/(Deficiency) of Revenue of Expense 699 (60,014,816) 10,036,750 (4,858,111)




2016-17 Unaudited Actuals

Summary of All Fund

Other Funds — Deferred Maint., Building, Capital Facilities, County School Facilities (Cont.)

DateroTan 14 - DEFERRED 21 - BUILDING 25 - CAPITAL 35 - COUNTY SCHOOL
P MAINTENANCE FUND FUND FACILITIES FUND FACILITIES FUND

Transfers Out/In & Other Reinstatements - 65,000,000 - -
Contributions - to General Fund - - - -
Other Financing Sources/Uses - 65,000,000 - -
Net Increase/(Decrease) in Fund Balance 699 4,985,184 10,036,750 (4,858,111)
Beginning Fund Balance - July 1, 2016 4,690 201,865,218 6,466,013 7,826,950
Ending Fund Balance - June 30, 2017 5,389 206,850,402 16,502,763 2,968,839




2016-17 Unaudited Actuals
Summary of All Fund

Other Funds — Capital Projects, Bonds, Self Insurance

Description

40 - SPECIAL RESERVE

51 - BOND INTEREST

67 - SELF INSURANCE

CAPITAL PRO) & REDEMPTION FUND

LCFF Sources

Federal Revenue - 3,275,049 -
Other State Revenue - 447,832 9,752
Local Revenue - Interest Earnings - - -
Local Revenue - Redevelopment Funds - - -
Local Revenue - Developer Fees - - -
Local Revenue - Facilities Rental - - -
Local Revenue - Other 45,374 74,307,353 21,528,025
Total Revenues 45374 78,024,234 21,537,777
Certificated Salaries - - 240,365
Classified Salaries - - 1,556,411
Employee Benefits - - 652,401
Books & Materials/Supplies 25,157 - 33,211
Services, Other Op Expenses 109,652 - 22,280,032
Capital Outlay 153,399 - -
Other Cutgo - 83,740,722 -
Direct Support/Indirect Costs - - -
Total Expenditures 288,208 83,740,722 24,762,420
Excess/{Deficiency} of Revenue of Expense (242,834} (5,716,488} (3,224,643}




2016-17 Unaudited Actuals

Summary of All Fund

Other Funds — Capital Projects, Bonds, Self Insurance (Cont.)

Description 35-COUNTY SCHOOL | 40-SPECIAL RESERVE | 51 - BOND INTEREST 67 - SELF

FACILITIES FUND CAPITAL PROJ & REDEMPTION INSURANCE FUND
Transfers Out/In & Other Reinstatements - - - 4,772,512
Contributions - to General Fund - - - -
Other Financing Sources/Uses - - - 4,772,512
Net Increase in Fund Balance (4,858,110} (242,833) (5,716,489} {7,997,154)
Beginning Fund Balance - July 1, 2016 7,826,950 1,473,300 91,649,042 14,778,115
Ending Fund Balance - June 30, 2017 2,968,840 1,230,467 85,932,553 6,780,961




EVERY STUDENT THRIVES!




Ending Balance and Cash




Qakland Unified
Alameda County

July 1 Budget
2017-18 Budget
Cashflow Worksheet - Budget Year (1)

01 61259 0000000
Form CASH

Object

November

December

January

February

ESTIMATES THROUGH THE MONTH

G. ENDING CASH, PLUS CASH
ACCRUALS AND ADJUSTMENTS

A. BEGINNING CASH 10,328 577.00 3,801,326.00 11,470,561.00 11,025 705.00 11,675 870.00 2.027.966.00 75.681.257.00 61,190,400.00
B. RECEIPTS
LCFF/Revenue Limit Sources
Principal Apportionment 8010-8019 11,437 883.00 11,437,883.00 32,732,823.00 20,5688,185.00 20,588,189.00 32,476,523.00 20,588,189.00 18,280, 366.00
Property Taxes B020-8079 4,707,372.00 4,200,717.00 (611.00) 841.412.00 48,804,318.00 530,811.00 14,580,670.00
Miscellanaous Funds B8080-8099 {4,977,850.00) {2,748,200.00) {2,212,380.00) {2,494,296.00) (1,271,160.00} (7.618,780,00)
Federal Revenue 8100-8299 59,118.00 3,288,754.00 293,121.00 1,826,388.00 11,999,058.00 1,089,364.00 98,255.00
Other State Revenue 8300-8599 1,439,588.00 1,806,101.00 2,448,052.00 1.741,829.00 3,120,887.00 9,005,684.00 5,181,811.00 1,815,113.00
Other Local Revenue 8600-8799 5,763,882.00 2,262,187.00 985,894.00 1,436,703.00 5,603,803.00 22,309,278.00 2,025,334.00 974,990.00
Interfund Transfers In 8910-8929 166,208.00 292,420.00
All Other Financing Sources £930-8979
TOTAL RECEIPTS 18,641,353.00 15284 811.00 40,907 950.00 24 224 435.00 29,768,299.00 122,392 985.00 28 144 349.00 28, 130,644.00
C. DISBURSEMENTS
Certificated Salaries 1000-1999 4,935,914.00 4,118,308.00 16,917,156.00 20,357,163.00 18,858 601.00 18,037,566.00 17,839,545.00 18,508,776.00
Classified Salaries 2000-2999 5,337,605.00 5,538,114.00 7,934,354.00 8,253,375.00 §,175,161.00 8,303,652.00 8.823,010.00 §,278,240.00
Employes Benefits 3000-3999 3,889,305.00 3.545,150.00 10,388,312.00 11,299,292 00 10,926,160.00 10,735,163.00 11,055,795.00 10,921,547.00
Books and Supplies 4000-4999 18,122.00 §43,225.00 2,059,354.00 2,218,907.00 1,761,712.00 1,035,491.00 1,675,786.00 1,219,361.00
Services 5000-5999 791,804.00 1,960,951.00 4,180,520.00 5,660,144.00 4.420,478.00 7,303,425.00 5,807,139.00 6,133,402.00
Capital Qutlay 6000-6599 3.307.00 16,227.00 3,160.00 507.00 167.00 187.00 1,765.00
Other Outgo 7000-7499 489.380.00 489,606.00 489,833.00 1,766,058.00 490,768.00 706,933.00 {145,530.00)
Interfund Transfers Qut 7600-7629 13,491.00
All Other Financing Uses 7630-7699
TOTAL DISBURS@.’IENTS 15,463 130.00 16,298 661.00 41,985 756.00 49 571 600.00 44 633.687.00 46.122,387.00 44 055 932.00 45,063.091.00
D. BALANCE SHEET ITEMS
Assets and Deferred Outflows
Cash Not In Treasury 9111-9199 2,552.00 (20.00)
Accounts Receivable 9200-9299 5,330,189.00 3,141,739.00 2,346,497.00 4,355,980.00 5,060,360.00 37,3688.00 957,116.00 79,062.00
Due From Other Funds 9310 6,394,012.00 1,554,362.00 {2,000,000.00) 742,908.00
Stores 9320
Prepaid Expenditures 9330 (363,174.00)
Other Current Assets 9340
Deferred Outflows of Resources 9450
SUBTOTAL 0.00 11,363,579.00 4,696,081.00 2,346,497.00 4,355,980.00 5,060,360.00 (1,962,632.00) 1.700,024.00 79,062.00
Liabilities and Deferred_Inflows
Accounts Payable 9500-9599 21,152,331.00 {3,785,645.00) 212,034.00 4,242 245.00 {705.00) 750,550.00 (797.684.00) (4,318,716.00)
Due To Other Funds 9610
Current Loans 9640 (26,000,000.00%
Unearned Revenues 9650
Deferred Inflows of Resources 9690 1,246,489.00 106,670.00
SUBTOTAL 0.00 21,152,331.00 {3,786,645.00) 1,458,523.00 {21,651,085.00) {705.00) 750,550.00 (797.,684.00) (4,318,716.00)
Nonoperating
Suspense Clearing 9810 §3,278.00 180,355.00 (255,024.00) (9,636.00) 156,410.00 95,885.00 (176,982.00) (61,037.00)
TOTAL BALANCE SHEET ITEMS {9.705.474.00) 8,673 085.00 §32 950.00 25,997.429.00 5,217.475.00 (2.617.297.00} 2.320,726.00 4,336,741,00]
E. NET INCREASE/DECREASE (B-C + D) {6 527 251.00) 7.669.235.00 (444,856.00) 650,174.00 (9,647,913.00) 73,653,201.00 {14.490.857.00) (12,595,706.00)
F. ENDING CASH (A + E) 3,801,328.00 11.470.561.00 11,025 705.00 11,675 879.00 2,027 966.00 75 681,257.00 61,190 400.00 48594 694.00

California Dept of Education

SACS Financial Reporting Software - 2017.1.0
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Oakland Unified

July 1 Budget
2017-18 Budget

01 61259 0000000

Alameda County Cashflow Worksheet - Budget Year (1) Form CASH
Object May Accruals Adjustments BUDGET
ESTIMATES THROUGH THE MONTH] e : :
OF] JUNE , 0 ;
A. BEGINNING CASH 48 594 694.00 39,279 983.00 40,347 728.00
B. RECEIPTS
LCFF/Revenue Limit Sources

Principal Apportionment 8010-8019 30,862,946.00 18,280,396.00 18,280,396.00 32,956,962.00 268,510,771.00 268,510,769.02
Property Taxes 8020-8079 (1,198,370.00) 28,680,713.00 8,784,887.00 13,920 240.004 123,861,159.00 123,861,158.18
Miscellaneous Funds 8080-8099 (2,711,504.00) {2,711,504.00) {1,425 646.0{) {2,194,423.00) (30,365,833.00) {30,365 833.00)

Federal Revenue 8100-8299 3,387.788.00 1,564,929.00 2,098,178.00 9,492,678.00 9,560,535.00 44.758,166.00 44,758,165.12

Other State Revenue 8300-8599 3,630,748.00 4,336,074.00 1,665,252.00 4,964 267.00 19,897,418.00 61,052,824.00 61,052,824.53

Other Local Revenue 8600-8799 1,888,202.00 19,146,776,00 6,938.013.00 2,570,787.00 3,630,494.00 75.536,343.00 75,536,343.04

Interfund Transfers In 8910-8929 106,438.00 564,065.00 564,067.00

All Other Financing Sources B930-8979 0.00 0.00]

TOTAL RECEIPTS 35 966,248.00 69,297,384 .00 36,341.080.00 61,719,511.00 33,088 447.00 0.00 543 917 496.00 543,917 493.90]
C. DISBURSEMENTS

Cerlificated Salaries 1000-1998 18,117,959.00 18,166,038.00 18,352,928.00 12,795,089.00] 5,021,048.00 192,026,391.00 192,026,390.83

Classified Salaries 2000-2999 8,133,199.00 8,363,217.00 8,078,582.00 3,163,645.00 3,308,887.00 81,721.041.00 91,721,041.22

Employee Benefits 3000-3999 10,192,037.00 10,180C,003.00 10,111,043.00 13,840,207.00) 15,381,003.01 132,565,117.01 132,565,117.01

Books and Supplies 40004999 1,002,189.00 1,081.642.00 1,325,582.00 15,411,204.00 1,449,853.89 30,803,518.89 30,803,518.89

Services 5000-5999 6,832,887.00 6,964,368.00 8,168,538.00 9,243,649.00 2,276,402.00 69,743,708.00 69,743,708.35

Capital Cutlay 6000-6599 20.00 1.406.00 3,777.00 2,833.00 1.644.00, 35,000.00 35,000.00

Other Quigo 7000-7499 (31,987.00) 712,143.00 1,241,145.00 306,034.00 6,514,383.00 6,514,381.98

Interfund Transfers Out 7600-7629 1.420.414.00 70,683.00 1,504,588.00 1,504,588.00

All Qther Financing Uses 7630-7699 0.00/ 0.00/

TOTAL DISBURSEMENTS 44 248 304.00 45 468 818.00 45 040.450.00 57,248.276.00 27 815 £54 90 0.00 524 913,746.90/ 524 913.746.28
D. BALANCE SHEET ITEMS !
Assets and_Deferred Qutflows

Cash Not In Treasury 9111-91589 2,532.00

Accountis Receivable 9200-9299 100,040.00 841.00 512,153.00 (24,153,527.00) (2,232,182.00)

Due From Other Funds 9310 {2,000,000.00) (3,000,000.00) 1,691,282.00

Stores 9320 0.00

Prepaid Expenditures 9330 (363,174.00)

Other Current Assets 9340 0.00

Deferred Cutflows of Resources 9490 0.00 0.00

SUBTOTAL 100,040.00 841.00 (1,487.847.00) {27,153,527.00) 0.00: 0.00/ {901,542.00)

Liabilities and Deferred Inflows

Accounts Payable 9500-9599 1,161,612.00 (3.014,744.00) 3.330,844.00 {20,757,331.00) (1.826,209.00)

Due To Other Funds 9610 0.00

Current Loans 9640 26,000,000.00 0.00

Unearmed Revenues 9650 Q.00

Deferred Inflows of Resources 96080 {107.963.00) (1.232,016.00) 13,180.00

SUBTOTAL 1,161,612.00 22,877,293.00 3,330,844.00 (21,988,347.00) 0.00 0.00 {1,812,029.00)

Nonaperating

Suspense Clearing 9810 26,917.00 115,631.00 (2,000,000.00} {1,834,199.00)

TOTAL BALANCE SHEET ITEMS {1,034 655.00) (22 760,821.00) {4 818 691.00) (7,164,180.00) 0.00 0.00 (922 712.00) 2
E. NET INCREASE/DECREASE {(B-C + D} (8,314 711.00) 1,067 745.00 {14 518,061.00) {2,692,945.00) 5,272 892.10 0.00 18,081,037.10 19,003 747,62
F. ENDING CASH (A + E) 39,279 983.00 40,347 728.00 25 828 667.00 23 136,722,008 i
G. ENDING CASH, PLUS CASH s i
ACCRUALS AND ADJUSTMENTS

Catifornia Dept of Education
SACS Financial Reporting Software - 2017.1.0
File: cashi (Rev 06/17/2014)
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Certificated Non- Site and District Classified Non- Total Employee Total Healthand ~ Books and Supplies ~ Services and Other
Management Adminstrator Salary Management Benefit Expense Welfare Benefit Expense Operating Expense
Personnel Salary Expense Personnel Salary Expense
Expense Expense
r 12/13 per ADA Oakland USD  m 15/16 per ADA Oakland USD ™ 12/13 per ADA Regional Comparison ~ ® 15/16 per ADA Regional Comparison

7

© 2017 School Services of California, Inc.

Total Oakland USD Regional Comparison
2012/13per  2015/16 per 2012/13per ADA  2015/16 per ADA
ADA Oakland ADA Oakland % Regional Regional %

Category usbD usD Growth Comparison Comparison Growth
Certificated Non-Management Personnel
Salary Expense 3,820.72 4,629.48 21.17% 3957.366041 4648539638 17.47%
Site and District Adminstrator Salary
Expense 1,064.91 1,429.79 34.26% 609.2768625 796.0731459 30.66%
Classified Non-Management Personnel
Salary Expense 1,296.27 1,701.40 31.25% 1257.715791 1524.840286 21.24%
Total Employee Benefit Expense 2,542.37 3,449.55 35.68% 1830.315824 2452.033734 33.97%
Total Health and Welfare Benefit Expense  1,392.26 1,541.79 10.74% 645.1585254 760.1872684 17.83%
Books and Supplies Expense 518.02 590.22 13.94% 359.6748887 486.501345 35.26%
Services and Other Operating Expense 2,251.10 2,501.75 11.13% 1315.716729 1523.72107 15.81%
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Unrestricted Oakland USD Regional Comparison

12/13 per ADA 15/16 per ADA
Category 12/13 per ADA  15/16 per ADA % Growth Regional Comparison Regional Comparison % Growth
Unrestricted Certificated Non-Management
Personnel Salary Expense 2,595.62 3,407.21 31.27% 2877.659851 3531.349298  22.72%
Unrestricted Site and District Adminstrator
Salary Expense 751.32 1,124.10 49.62% 472.1177252 652.7121931  38.25%
Unrestricted Classified Non-Management
Personnel Salary Expense 825.38 1,032.32 25.07% 715.2074557 9311063118  30.19%
Unrestricted Employee Benefit Expense 1,688.05 2,165.07 28.26% 1255.254637 1605.669991  27.92%
Unrestricted Health and Welfare Benefit Expense 911.25 1,066.82 17.07% 439.9052047 547.7405132  24.51%
Unrestricted Books and Supplies Expense 223.64 348.03 55.63% 136.3642356 249.7712305 83.16%
Unrestricted Services and Other Operating
Expense 606.84 1,231.67 102.97% 443.0699361 680.598161  53.61%
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FCMAT

FISCAL CRISIS & MANAGEMENT
ASSISTANCE TEAM

CSIS california School Information Services

August 15, 2017

Kyla Johnson-Trammell, Ed.D., Superintendent
Oakland Unified School District

1000 Broadway, Ste. 680

Oakland, CA 94607-4099

Dear Superintendent Johnson-Trammell:

In April 2017, the Oakland Unified School District and the Fiscal Crisis and Management Assistance
Team (FCMAT) entered an agreement for a study to perform the following:

Prepare an analysis using the 20 factors in FCMATs Fiscal Health Risk Analysis, and deter-
mine the district’s risk rating

This report contains the study team’s findings and recommendations.

FCMAT appreciates the opportunity to serve you and extends thanks to all the staff of the Oakland
Unified School District for their cooperation and assistance during fieldwork.

Sincerely,

Michael H. Fine
Chief Executive Officer

FCMAT
Michael H. Fine , Chief Executive Officer
1300 17 Street - City CenTRE, Bakersfield, CA 93301-4533 « Telephone 661-636-4611 « Fax 661-636-4647
755 Baywood Drive, 2" Floor, Petaluma, CA 94954 « Telephone: 707-775-2850 - Fax: 661-636-4647 « www.fcmat.org
Administrative Agent: Mary C. Barlow - Office of Kern County Superintendent of Schools
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I asouT Fomar i
About FCMAT

FCMAT’s primary mission is to assist California’s local K-14 educational agencies to identify,
prevent, and resolve financial, human resources and data management challenges. FCMAT
provides fiscal and data management assistance, professional development training, product
development and other related school business and data services. FCMATs fiscal and manage-
ment assistance services are used not just to help avert fiscal crisis, but to promote sound financial
practices, support the training and development of chief business officials and help to create
efficient organizational operations. FCMAT’s data management services are used to help local
educational agencies (LEAs) meet state reporting responsibilities, improve data quality, and
inform instructional program decisions.

FCMAT may be requested to provide fiscal crisis or management assistance by a school district,
charter school, community college, county office of education, the state Superintendent of Public
Instruction, or the Legislature.

When a request or assignment is received, FCMAT assembles a study team that works closely
with the LEA to define the scope of work, conduct on-site fieldwork and provide a written report
with findings and recommendations to help resolve issues, overcome challenges and plan for the
future.

FCMAT has continued to make adjustments in the types of support provided based on the changing
dynamics of K-14 LEAs and the implementation of major educational reforms.
Studies by Fiscal Year
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FCMAT also develops and provides numerous publications, software tools, workshops and
professional development opportunities to help LEAs operate more effectively and fulfill their fiscal
oversight and data management responsibilities. The California School Information Services (CSIS)
division of FCMAT assists the California Department of Education with the implementation of
the California Longitudinal Pupil Achievement Data System (CALPADS). CSIS also hosts and
maintains the Ed-Data website (www.ed-data.org) and provides technical expertise to the Ed-Data
partnership: the California Department of Education, EdSource and FCMAT.

FCMAT was created by Assembly Bill (AB) 1200 in 1992 to assist LEAs to meet and sustain their
financial obligations. AB 107 in 1997 charged FCMAT with responsibility for CSIS and its state-
wide data management work. AB 1115 in 1999 codified CSIS’ mission.

OAKLAND UNIFIED ScHooL DisTRICT
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AB 1200 is also a statewide plan for county offices of education and school districts to work
together locally to improve fiscal procedures and accountability standards. AB 2756 (2004)
provides specific responsibilities to FCMAT with regard to districts that have received emergency
state loans.

In January 2006, Senate Bill 430 (charter schools) and AB 1366 (community colleges) became
law and expanded FCMAT’s services to those types of LEAs.

Since 1992, FCMAT has been engaged to perform more than 1,000 reviews for LEAs, including
school districts, county offices of education, charter schools and community colleges. The Kern
County Superintendent of Schools is the administrative agent for FCMAT. The team is led by
Michael H. Fine, Chief Executive Officer, with funding derived through appropriations in the

state budget and a modest fee schedule for charges to requesting agencies.

Fiscal Crisis & MANAGEMENT ASSISTANCE TEAM



Introduction

Located in the Bay Area of Northern California, the Oakland Unified School District serves more
than 49,000 students in 86 district-operated schools and 37 authorized charter schools.

Approximately half of the district’s students speak a foreign language at home, and 30 percent
qualify as English language learners. Eligibility for free and reduced-price lunches is 72.5 percent.

In May 2017, the district entered into an agreement with the Fiscal Crisis and Management
Assistance Team (FCMAT) for a study that would perform the following:

Prepare an analysis using the 20 factors in FCMAT’s Fiscal Health Risk Analysis, and
determine the district’s risk rating.

Study Team

The study team was composed of the following members:

Michelle Giacomini Leonel Martinez
FCMAT Chief Management Analyst FCMAT Technical Writer
Petaluma, CA Bakersfield, CA

Deborah Deal, CICA, CFE Linda Grundhoffer
FCMAT Intervention Specialist FCMAT Consultant

Los Angeles, CA Danville, CA

Study Guidelines

FCMAT visited the district on May 30 through June 1, 2017 to review data, interview employees
and collect information. This report is the result of those activities.

In writing its reports, FCMAT uses the Associated Press Stylebook, a comprehensive guide to
usage and accepted style that emphasizes conciseness and clarity. In addition, this guide empha-
sizes plain language, discourages the use of jargon and capitalizes relatively few terms.

OAKLAND UNIFIED ScHooL DisTRICT
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Fiscal Health Risk Analysis

Key Fiscal Indicators for K-12 Districts

The Fiscal Crisis and Management Assistance Team (FCMAT) has developed the Fiscal Health
Risk Analysis to evaluate key fiscal indicators that may help measure a school district’s risk of
insolvency in the current and two subsequent fiscal years.

The Fiscal Health Risk Analysis should be viewed as a snapshot in time. FCMAT used the
district’s 2016-17 third interim budget as its baseline in conjunction with financial reports
prepared throughout the 2016-17 fiscal year. At the time of FCMAT’s fieldwork, the district
was completing the 2017-18 adopted budget, but the details were not known or adopted by
the board, so the information is not included in this report. In fact, at that time, the district
had developed a plan to address the 2017-18 shortfall; however, the governing board had not
formalized approximately $9.3 million in budget adjustments necessary to ensure that the district
maintains its required reserve level for 2017-18. FCMAT has added a “Subsequent Events”
section at the end of this report that describes the major components of the district’s 2017-18
adopted budget revenue increases and expenditures reductions. Even so, that information is not
part of this report as it has not been substantiated or reviewed in detail.

Any evaluation of financial data or other organizational issues have inherent limitations because
calculations are based on certain economic assumptions and criteria, including changes in
enrollment; cost-of-living adjustments; forecasts for utilities, supplies and equipment; changing
economic conditions at the state, federal and local levels; and changes in organization or key
leadership positions.

The presence of any single criterion is not necessarily an indication of a district in fiscal crisis.
However, districts that answer “No” to seven or more of the 20 key indicators may have cause for
concern and could require some level of fiscal intervention. The more indicators identified, the
greater the risk of insolvency or fiscal issues. Identifying issues early is the key to success when it
comes to maintaining fiscal health. Diligent planning will enable a district to better understand
its financial objectives and strategies to sustain a high level of fiscal efficiency.

A district must continually update its budget as new information becomes available both

from within the district and from other regulatory agencies. This is particularly true as the
Local Control Funding Formula nears full implementation. Federal and state factors such as

a slowdown in economic factors and increases in employee pension costs erode the district’s
unrestricted general fund. Local factors including the impact of declining enrollment, emerging
charter schools and increases in contributions to special education are difficult to control and
manage.

Each of the 20 key indicators below has several questions. FCMAT’s response is based on docu-
mentation provided by the district and interviews with staff. Detailed responses are summarized
for each section in its entirety.

Although this assessment may not indicate that the district may be in fiscal crisis, this analysis is
one measure of several dimensions of fiscal health and risk.
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1. Deficit Spending

* s the district avoiding deficit spending in the current year? No
* Is the district avoiding deficit spending in the two subsequent fiscal years? No
* Has the district decreased or eliminated deficit spending over the past two fiscal years? No

e Is deficit spending covered by fund balance, ongoing revenues, or expenditure
reductions? Yes

* Has the board approved a plan to eliminate deficit spending? No

Deficit spending occurs when the district spends more in current expenses than
current revenue. A structural deficit occurs when the district incurs a net decrease in
fund balance following interfund transfers and contributions to restricted programs.
Planned deficit spending occurs when the district has excess reserves. Beyond these
planned events, the district needs to make budgetary adjustments to eliminate
deficit spending to maintain appropriate reserve levels within the fund balance.

When analyzing deficit spending, the team focused on the unrestricted general fund
because most restricted programs are self-supporting. If not, the unrestricted general
fund makes a contribution to balance the restricted resource, also referred to as
encroachment.

The following table shows the district’s unrestricted general fund in several of the most
recent reporting periods based on the following reports provided by the district.

OUSD - UNRESTRICTED Unaudited - Adoption First Second Third Interim
ANALYSIS Actuals 2015- Budget Interim Interim 2016- 2016-17
16 2016-17 2016-17 17
BEGINNING BALANCE $16,133,721 $17,559,526 $12,063,851 $12,063,851 $12,063,851
AUDIT ADJUSTMENTS 233,568 - - 392,864 392,864
REVENUES 395,830,186 404,053,233 403,850,246 405,043,619 405,212,350
EXPENDITURES 333429050 337304882 336222287 332,576,140 335,675,742
EXCESS (DEFICIENCY) OF
AL OVEREENDITRES  sadori36  $66748351 67627959 $72.467480 $69,536,608
SOURCES AND USES
TRANSFERS IN 2,328,377 564,067 735,130 735,130 847,032
TRANSFERS OUT 3,361,244 1,619,490 3918860 3918860 4,468,860
(R:E>S$IIIF::I$EI;II?R,\‘OSGTROAMS (65,671,705) (65,564,294) (65,530,184) (70,462,421) (69,940,024)
e (4,303,437) 128,634 (1085954  (1178672) (4,025,244)
ENDING BALANCE $12,063,851 17,688,160 10,977,897 11,278,044 8,431,471

Based on this information, the district has a structural deficit in each reporting
period except the 2016-17 adopted budget. As noted in section four below, the
district overestimated enrollment and average daily attendance (ADA) at budget
adoption and was not corrected until first interim 2016-17. Additionally, the
ending fund balance has decreased substantially over this period of time. This is
discussed in depth in section two below.

Fiscal Crisis & MANAGEMENT ASSISTANCE TEAM



At the time of fieldwork, the governing board has not approved a plan to eliminate
deficit spending or to address the structural deficit for 2017-18 and beyond.
Although the district has developed a plan to address the 2017-18 shortfall, the
governing board had not formalized the budget adjustments necessary to do so.

Overall Rating: No

2. Fund Balance

e Is the district’s fund balance at or consistently above the recommended reserve for
economic uncertainty? No

* Is the fund balance stable or increasing due to ongoing revenues and/or
expenditure reductions? No

* Does the fund balance include any designated reserves for unfunded liabilities or
one-time costs above the recommended reserve level? No

The district has met its 2% reserve level for all reporting periods in 2016-17 except
for the projected third interim, where the district expects 1.5%. The district has
not met its local requirement of 3% established by the governing board in any of
these reporting periods and is not expected to meet this local requirement in the
subsequent two fiscal years.

The table below illustrates the anticipated percentage of reserve levels for the unau-
dited actuals for 2015-16 and at each reporting period for 2016-17. Of concern is
that the reserve levels and percentage are dropping in each period along with the
unrestricted fund balance.

Fiscal Year Reporting Period Required 2% Reported Fund Unrestricted
Reserve Balance Reserves  Fund Balance
2016-17 Adopted Budget 10,405,253 10,405,253 17,688,160
2015-16 Unaudited Actuals 10,362,831 10,362,831 12,063,852
2016-17 First Interim 10,800,878 10,800,878 10,977,897
2016-17 Second Interim 10,990,122 10,990,122 11,278,244
2016-17 Third Interim 10,941,283 8,281,472 8,431,471

Adopted Budget 2016-17: Unrestricted revenue assumptions increased by $9.1
million from the district’s 2015-16 third interim report. The largest increase was in
LCFF funding with $22.4 million in new revenue due to an increase in gap funding
and increase of 345 in ADA. (By the 2016-17 first interim, the district recognizes
ADA will be 426 lower than estimated in the adopted budget. This will be discussed
more in section four below as the district failed to identify an error in the enroll-
ment projections.) Unrestricted expenditures increased by $8.7 million from the
2015-16 third interim report. Overall, the unrestricted fund balance increased by
$418,000 over third interim.

OAKLAND UNIFIED ScHooL DisTRICT



Total contributions and transfers out to restricted programs is $67,183,784, and
special education represents the largest share, totaling $51.9 million and reducing
the fund balance. Overall encroachment represents 19.4% of unrestricted expendi-
tures and $16.2% of unrestricted revenues.

Of the $7.1 million in other commitments, the district expects to spend $5.9 million
on audit findings and adjustments equivalent to 1.2% of the required reserve level.

Unaudited Actuals 2015-16: Although the district meets its required 2% reserve, board
policy requires 3%. The amount of reserves dedicated to the increased reserve level has
decreased by $4.3 million from the prior year. District staff indicated that contributions
to special education, early childhood and food service programs have eroded reserves.

Special education encroachment grew by $1.6 million over third interim 2015-16
and $6.2 million over 2014-15 unaudited actuals and now totals $51.5 million
encroachment from unrestricted funds.

*  The early childhood program was supported with $1.3 million of unrestricted and
$2 million of Title I funds yet overspent by $1.2 million as the district hired staff for
the new United Nations program while the numbers of anticipated students did not
materialize.

*  Food service programs required contributions of $2 million approximately $1.1
million more than budgeted even though the district has experienced a decline in
enrollment and number of meals served. Because sites can arrange their own bell
schedules, the food service department cannot coordinate delivery and staffing levels
to maximize efficiencies. Until the district coordinates standardized bell schedules,
food services will continue to need contributions to support the program.

The chief financial officer indicated that the unrestricted structural deficit of $1.5
million after adjustments for one-time revenues and expenses must be addressed in

the 2017-18 budget.

First Interim 2016-17: The district recognizes that ADA is 426 lower than esti-
mated in the adopted budget and decreased unrestricted revenues accordingly. The
county office of education stated that while the revenues were adjusted, the district
does not appear to have reduced expenditures.

Based on the first interim report, the district is experiencing a structural deficit
of $1.1 million for the unrestricted general fund although adjusting for one-time
expenditures, the net structural deficit is approximately $481,000.

Total contributions to restricted programs is $65,564,294.
A more thorough discussion of encroachment is in section nine below.

At first interim, the district is barely able to meet its 2% required reserve level with
$27,000 in excess reserves. Overall, the unrestricted fund balance drops by $6.7
million. Of this amount, $5.5 million was recorded and recognized in the unau-
dited actuals to settle prior year audit findings and adjustments as previously noted.

Based on concerns from the county office regarding declining enrollment, an
adverse impact on enrollment projections, an increase in special education
encroachment and deficit spending, the district’s positive certification was changed
to a qualified certification.
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Second Interim 2016-17: Unrestricted revenues increased by $1.2 million and

expenditures decreased by $3.6 million. Of significant concern is that special educa-
tion contributions increased by $4.9 million from first to second interim.

The district implemented a general fund spending protocol on January 9, 2017
to limit site and department spending districtwide in response to the erosion of
the fund balance. According to those interviewed, sites and departments rushed
to spend budgets before the actual implementation. Normal savings from staff
turnover and unspent budgets based on district trends did not materialize. In fact,
purchase-order activity increased by 249%, or $1,299,228, more purchase orders
processed in January 2017 than January 2016.

At second interim, the district is barely able to meet its 2% required reserve level
and has $137,000 excess reserves. Overall the unrestricted fund balance increased by
$300,000.

The district filed a qualified certification at second interim.

Third Interim: By third interim, the district is $2.8 million short of its required 2%
reserve level. The unrestricted fund balance dropped from $17.7 million at budget
adoption to $8.4 million by the end of the year.

The table below summarizes the district’s financial activity from unaudited actuals
2015-16 through third interim 2016-17.

OUSD - UNRESTRICTED Unaudited  Adoption First. Sec0|.1d Third.
ANALYSIS Actuals Budget Interim Interim Interim
2015-16 2016-17 2016-17 2016-17 2016-17
BEGINNING BALANCE $16,133,721 $17,559,526  $12,063,851  $12,063,85 $12,063,851
AUDIT ADJUSTMENTS 233,568 - - 392,864 392,864
REVENUES 395,830,186 404,053,233 403,850,246 405,043,619 405,212,350
EXPENDITURES 333,429,050 337,304,882 336,222,287 332,576,140 335,675,742
TRANSFERS IN 2,328,377 564,067 735,130 735,130 847,032
TRANSFERS OUT 3,361,244 1,619,490 3,918,860 3,918,860 4,468,860
Eg?;'g?gg 'ER"(')SGT&MS (65,671,705  (65.564294)  (65.530,184)  (70462421)  (69.940,024)
ENDING BALANCE $12,063,851 $17688,160  $10977,897  $11,278,044 $8,431,471
REVOLVING CASH 150,000 150,000 150,000 150,000 150,000
2% RESERVE 10,362,831 10,405,253 10,800,878 10,990,122 11,120,037
AUDIT FINDINGS : 5,922,314 :
EARLY RETIREMENT INCENTIVE 604,742 604,742
OTHER COMMITMENTS 46,279 605,852
UNAPPROPRIATED $0 $(0) $27,019 $137922  $(2,838,566)
Overall Rating: No
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3. Reserve for Economic Uncertainty
* Is the district able to maintain its reserve for economic uncertainty in the

current and two subsequent years based on current revenue and expenditure trends?  No

* Does the district have additional reserves in fund 17, special reserve for other
than capital projects? No

* If not, does the district’s multiyear financial projection include a plan to restore
the reserve for economic uncertainty? No

The district has maintained the legally required 2% reserve for economic uncer-
tainty for all reporting periods except third interim 2016-17. However, the
governing board has established a higher reserve level of 3% that has not been met
in the current or subsequent two fiscal years as demonstrated in the table above.

The district does not have other funds available to provide unrestricted funds to
support the general fund.

The district has developed a plan to address the 2017-18 shortfall; however, the
governing board has not formalized approximately $9.3 million in budget adjust-
ments necessary to ensure that the district maintains its required reserve level for

2017-18.

In addition, the district will need to address the shortfalls caused by the structural
deficit in the 2018-19 and 2019-20 budgets. The amount of actual adjustments will
depend on decisions the governing board has yet to approve. (This will be further
discussed in a section 13 below).

Overall Rating: No

4. Enrollment and Attendance

* Has the district’s enrollment been increasing or stable for multiple years? No
* Is the district’s enrollment projection updated at least semiannually Yes

* Are staffing adjustments for certificated and classified employee groups consistent
with the enrollment trends? No

* Does the district analyze enrollment and average daily attendance (ADA) data?  Yes

e Does the district track historical data to establish future trends between P-1
and P-2 for projection purposes? Yes

* Has the district implemented any attendance programs to increase ADA? Yes

* Do school sites maintain an accurate record of daily enrollment and attendance
that is reconciled monthly? Yes

* Have approved charter schools had little or no impact on the district’s student
enrollment? No

* Does the district have a board policy that attempts to reduce the effect that
transfers out of the district have on the district’s enrollment? No

* Did the district certify its CALPADS Fall 1 submission by the required deadline? ~ Yes
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The district’s enrollment continues to decline. According to certified DataQuest
enrollment information, the district has lost 55 students from 2013-14 to 2016-17
while charters have increased 2,621 as shown in the table below. The first interim report
analysis prepared by the county office, states that the district was “short of expectations”
on enrollment, which may not be updated in the district’s budget.

Fiscal Year 2013-14 2014-15 2015-16 2016-17

District Enrollment 36,869 37,096 37,124 36,814

Charter Enrollment 10,325 10,981 11,974 12,946
Totals 47,194 48,077 49,098 49,760

The district maintains projections on Excel spreadsheets that have not been moni-
tored closely for wide variances and cell formula irregularities that have skewed the
projections and caused errors, causing management to overstaff as discussed below.

In previous years, the district released staff and/or made other adjustments after the
20™ day of school if enrollment was lower than expected. However, in the 2016-17
year, this did not occur even though the Business Department became aware of a
large error in the Excel enrollment projections worksheet. This lack of recognition
led to gross overstaffing and understatement of revenue. As a result, the district
could not meet reserve levels for each reporting period in the 2016-17 fiscal year,
and fund balance declined significantly.

The district tracks and analyzes enrollment and ADA data between P1 and P2. This
information is used to establish future trends for projection purposes. As previously
mentioned, the Excel spreadsheet error once realized did not cause management to
reduce staffing accordingly.

Information about enrollment and attendance is maintained at the site level and
reconciled monthly. The district has implemented attendance incentive programs to
increase ADA and provide students maximize learning opportunities. It also hosts
regular site trainings on Aeries, the student enrollment/attendance software, and
prepares handbooks for sites/departments. The district has developed a handbook

for school sites on strategies to improve and increase student attendance.

Charter enrollment has a significant effect on the district’s enrollment and has increased
by 1,965 during the last three fiscal years. The district denied several charter school
petitions that were subsequently approved by the county office where charter students
reside within district boundaries. This has had an impact on district enrollment.

The district has a board policy that attempts to reduce the effect of student transfers
from the district, yet the district continues to experience declining enrollment.

The district certified its CALPADS Fall 1 submission timely.

Enrollment projections should be based on historical trends, new housing starts,
knowledge of pertinent local factors such as changes in industry, emerging charter
schools, birthrates and more. The best practice is to project conservatively and
adjust staffing as necessary once enrollment materializes beyond projections. District
administration should balance the need to maintain predetermined class sizes with
appropriate staffing levels to avoid overspending,.

Overall Rating: Mixed

OAKLAND UNIFIED ScHooL DisTRICT



5. Debt
* Does the district have a recent actuarial study and a plan to set funds aside for
unfunded liabilities? Yes

* Does the district maintain low levels of non-voter-approved debt (such as COPs,
bridge financing, BANS, RANS and others)? Yes

e Is the district conforming to GASB 68 requirements by recognizing and reporting
its proportionate share of net liability for pension programs? Yes

The following table from the district’s Audit Report as of June 30, 2016 shows
$1,402,317,412 in total debt:

Debt Type June 30, 2016 Balance
General Obligation Bonds (Multiple Issuances) $932,545,000
General Obligation Bond Premiums 42,198,166
Emergency Apportionment Loan 44,433,868
Compensated Absences, net of claims liability 11,533,784
Claims Liability 42,046,657
Aggregate net pension liability-STRS & PERS 329,559,937
Total Long-Term Debt Obligations $1,402,317,412

Payments for general obligation bonds are made from the bond interest and
redemption fund generated from collections of local property tax revenues.
Payments for the emergency apportionment loan are the obligation of the unre-
stricted general fund. The fund that pays the employee compensation would pay
the accrued vacation and net pension liabilities. The self-insurance fund pays claims
liability.

Senate Bill 39, Chapter 14, Statutes of 2003, was enacted on January 3, 2003 to
provide an emergency apportionment loan of $100 million to the district. The
district budgets annual payments of $5,985,437 from its general fund and expects
full repayment in 2026.

The district complies with GASB 68 recognition of net liability for pension
programs as demonstrated in the 2015-16 Annual Financial Independent Audit
which reflected the following for the district’s proportionate share of the net liability
for pension programs in 2016:

CalSTRS: $233,433,103
CalPERS: 96,126,834
Total Net Pension Liability $329,559,937

Overall Rating: Yes
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6. Cash Monitoring

*  Can the district manage its cash in all funds without interfund borrowing? No

e Ifinterfund borrowing is occurring, does the district repay the funds within
the statutory period in accordance with Education Code Section 426032  Yes

*  Does the district forecast its cash receipts and disbursements and verify
them at least monthly to ensure that cash flow needs are known with plenty

of notice? Yes
*  Does the district have a plan to address short-term cash flow needs? No
*  Are cash balances reconciled to bank statements monthly? Yes

The district reconciles cash monthly and regularly projects cash flow needs.
Interfund repayments are completed within the statutory guidelines.

As previously mentioned on January 3, 2003, Senate Bill 39, Chapter 14, Statutes
of 2003 was enacted which provided the district with an emergency loan of $100
million to offset the cost of audit findings, technology enhancements and the associ-
ated loan payment of the draw-down.

In addition to these loan proceeds, the state budget has included significant levels
of funding in the last four fiscal years. For the last two fiscal years, the state has
eliminated apportionment deferrals. It is concerning that the district is experiencing
cash flow shortages requiring temporary borrowing.

District records from 2010-11 to 2016-17 shows that it has borrowed cash from the
county treasurer to meet cash flow needs for general fund operations. On August 24,
2016, the governing board approved a resolution for temporary borrowing not to
exceed $30 million in accordance with Education Code Section 42620 and California
Constitution Article XVI, Section 6. FCMAT identified this cash loan totaling $26
million occurring in November 2016 and repayment scheduled in May 2017.

Projections show that the district experiences cash flow needs until property tax receipts
are received in December and April. This is an indication that cash reserves are limited
and those responsible for cash management are unable to forecast cash needs due

to many circumstances beyond their control especially when budgets are routinely
overspent and district administration authorizes positions not reflected in the board
approved budget. FCMAT cites several conditions that have an impact on both the

budget and ultimately available cash reserves including but not limited to the following;
*  Constant turnover in the positions of superintendent and chief financial officer (CFO).
e Staff turnover in key business and administrative levels.
e Opverstafling at school sites.
e Abundance of small schools and failure of the governing board to address this issue.

e Complete site autonomy and lack of district structure and/or guidelines for
consistency between school sites.

e Separation of the budget and finance departments.

*  An abundance of budget exceptions granted to sites and departments that
overspend.

Overall Rating: Mixed
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7. Bargaining Agreements

Has the district settled the total cost of the bargaining agreements at or under

COLA during the current and past three years? No

Did the district conduct a presettlement analysis, including multiyear projections,
identifying ongoing revenue sources or expenditure reductions to support
the agreement, as well as the long-term effects on the district? Yes

Did the district correctly identify the related costs above the COLA, (e.g. statutory
benefits, step and column)? Yes

Did the district address budget reductions necessary to sustain the total
compensation increase, including a board-adopted plan? No

Did the superintendent and CBO certify the agreement prior to ratification?  Yes
Is the governing board’s action consistent with the superintendents/CBO’s certification?  Yes

Did the district meet the public disclosure requirements, including disclosure
of the costs associated with a tentative collective bargaining agreement, before
it became binding on the district? Yes

The table below shows statutory cost of living from 2012-13 through 2017-18, and
another reflects a summary for each bargaining unit of on-going salary increases.

The district has bargained more than a cost-of-living increases in each of the last
three years. For example, the Oakland Education Association received 5.596%

for fiscal year 2014-15, 5.53% for 2015-16 and 3.40% for 2016-17, totaling
14.526% while cost-of-living increases total 1.87% during this same period of
time. Bargaining beyond statutory cost-of-living increase must be supported by the
available fund balance.

According to the district, the three-year contract for teachers ended on June

30, 2017. Compensation for all bargaining units is based on a revenue sharing
model where 65% of local control funding model (LCFF) dollars is identified for
compensation. Total LCFF is comprised of base funding, grade level adjustments,
supplemental and concentration grant funding. The district must identify a nexus
to supplemental and concentration grant funding to include these amounts in total
compensation. FCMAT was not provided with documentation to support how the
district created this nexus for negotiation purposes.

FCMAT was provided documentation to support ongoing negotiations with
bargaining units and sunshining of initial proposals.

In accordance with AB 1200, the district has prepared the Public Disclosure of
Collective Bargaining Agreements for ratification by the governing board that
demonstrate the multiyear impacts of cost-of-living increases, increases in pension
benefits, the number of full-time equivalent positions and narrative explanations
signed by the superintendent and chief business official.

It is imperative that the governing board review the concerns identified in this
report regarding deficit spending, fund balance, encroachment, position control and
multiyear financial projections before the ratification of new contract proposals to
ensure an adequate fund balance and restoration of the reserve levels.
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Fiscal Year 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18
Statutory COLA 3.24% 1.57% 0.85% 1.02% 0.0% 1.56%
Contract
Current .. .
Employee Bargaining Unit ETE Expiration Ongoing Wage Increases
Group gaining Date FY 2013-14 through FY 2015-16
Count
5.596% As of 6/30/2014
2.74% Effective 7/01/2015
Certificated ~ Oakland Education Association 2619 June 30, 2017 2.79% fEffective 1/01/2016
3.07% Effective 7/1/2016
0.33% Effective 1/1/2017
5.596% As of 6/30/2015
Classified Service Employees Int’l Union 893 June 30, 2018 3.09% Effective 5/01/2016
3.40% Effective 3/1/2017
6.846% As of 6/30/2015
American Federation of State. Count 2.74% Effective 7/01/2015
Classified Moo S RO 60 June 30, 2017 1.25% Effective 1/01/2016
R e e 3.07% Effective 7/1/2016
0.33% Effective 1/1/2017
. California School Employees 9.75% Effective 2/01/2016%*
Classified ) ociation 10 June 30,2016 3.07% Effective 1/1/2017
. Building and Construction Trades 8.7%  Effective 1/01/2016**
Classified  guncil 8 P, 20 3.40% Effective 3/1/2017
Classified Teamsters 13 June 30, 2018 8.7%  Effective 1/01/2016**
5.596% As of 6/30/2015
2.74% Effective 7/01/2015
. . L 0.29% Effective 1/01/2016
Supervisory  United Administrators of Schools 408 June 30, 2017 3.07% Effective 7/1/2016
0.33% Effective 1/1/2017

** These employee groups received no wage increases during fiscal years 2013-14 and 2014-15.

Overall Rating:

8. General Fund

No

Is the percentage of the district’s general fund unrestricted budget allocated

to salaries and benefits at or under the statewide average?

Yes

Does the district ensure that only ongoing restricted dollars pay for permanent staff? ~ No

Does the budget include reductions in expenditures proportionate to one-time

revenue that will terminate in the current or two subsequent fiscal years? No

Does the district ensure that the parcel tax does not pay for ongoing expenditures>  No

Does the district ensure that litigation and/or settlements are minimized? Yes

The district’s general fund unrestricted budget allocated to salaries and benefits is at

or under the statewide average.
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It is important to identify and track one-time revenues with one-time expenses.
Ideally, temporary funding, including one-time funds, should be spent on one-time
expenditures. If staffing is provided, employees should be notified of their tempo-
rary employment period.

The district has three approved parcel taxes: Measure G is ongoing; however, Measure
N expires in 2024 and Measure G1 expires in 2028. Staffing associated with tempo-
rary parcel taxes should be tracked and staff notified of layoff dates when taxes expire.
Management and the governing board should have sufficient time to react and adjust
for substantial layoffs when the parcel taxes expire.

These parcel taxes pay for ongoing salary and benefits as well as other expenses
approved in each Measure. Because of increased salaries and benefits, current parcel
tax levels may not be sufficient to pay for any other expenditures beyond salaries and
associated benefits following the 2018-19 fiscal year. Expenses for books, supplies, and
other operating expenses cannot be sustained unless there is a reduction in staff.

The district spent approximately $33 million from restricted local donations,
including parcel taxes, most of which were one-time revenues. Most of these expen-
ditures were used to pay for salaries and benefits. Personnel funded from one-time
restricted funds should be laid off each year pending receipt of new funds. The best
practice is to budget the receipt of donated funds upon actual receipt of the funds
to avoid overappropriation of budgets until funding has materialized.

FCMAT did not see material changes in litigation and/or settlement costs.

Overall Rating: Mixed

9. Encroachment

* Is the district aware of the contributions to restricted programs in the current year?
(Identify cost, programs and funds) Yes

* Does the district have a reasonable plan to address increased encroachment trends?  No

* Does the district manage encroachment in all funds including the cafeteria fund? No

Encroachment represents the amount of contributions to restricted programs that are
not self-supporting. Traditionally, special education, transportation and restricted routine
maintenance are programs that fall short of federal and state funding to be self-supporting.

The majority of encroachment is from special education programs and the restricted
routine maintenance account (RRMA.) A full explanation of RRMA funding
requirements is provided in section 19 below. Essentially, legislation has provided a
phase-in to full funding of the RRMA program by 2020-21.

Encroachment from special education programs represents 20.8% of the unre-
stricted expenditures and continues to grow more than any single sector of the
district’s budget.

Records indicate that in 2013-14, the total general fund encroachment was
$48,240,894, of which $41,200,568 was to support special education programs. At

third interim in 2016-17, the total general fund encroachment is estimated to be
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$69,940,024, of which $56,292,846 is special education programs. The table below

shows year-over-year increases to support special education programs.

Special Education
Fiscal Year Contribution

2013-14 $41,200,568
2014-15 $45,349,775
2015-16 $51,534,414
2016-17 $56,292,846

FCMAT compared student ADA and expenditure data from 2015-16 with
statewide average for unified school districts. The following shows the comparison
between statewide averages for district contributions and expenditures per ADA for
Oakland USD.

The following has expenditures only for special education based on the mainte-
nance-of-effort report:

Special Education Cost Per Student
Fiscal Year 2015-16

District Statewide
District Data Amount Average Difference
Per ADA Per ADA
Total District ADA 35,484.27
District Encroachment $51,534,414 $1,452 $1,226 $226
Special Education Expenditures $83,406,326 $2,351 $2,041 $310

Based on this information, the district exceeds the statewide average for both
amounts per ADA for expenditures and contributions. The district should consider
an in-depth review of the special education program for cost containment opportu-
nities that still maintain high-quality programs to reduce the escalation of costs.

The cafeteria and child development funds also require contributions. Although
district administrators have identified ways to reduce encroachment in both
programs, implementation will require that the governing board adhere to stan-
dardized bells schedules or allow senior administrators to institutionalize schedule
changes that have minimal impact on educational programs.

School site principals have discretion to create and adjust bell schedules that affect
the timing of these auxiliary programs to operate at optimum levels of efficiency.
Until the governing board takes action to standardize bell schedules, these programs
will require unrestricted general fund contributions.

Encroachment from the early child development fund was $452,212 in 2013-
14, but is projected to be $1,943,860 at third interim in 2016-17. The cafeteria
fund caused no encroachment in 2013-14, but encroachment is projected to be
$2,525,000 at third interim for 2016-17.

Overall Rating: No
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10. Management Information Systems

Is the district’s financial data accurate and timely? Yes
Are the mandated county and state reports filed in a timely manner? Yes

Are key fiscal reports — including those on personnel, payroll and budget
- accessible, timely, and understandable? Yes

Is the district on the same financial system as the county? No

If the district is on a separate financial system, is there an automated interface
with the financial system maintained by the county? No

Is the district able to accurately identify students who are eligible for free and
reduced-price meals, English learners, and foster youth, in accordance

with Local Control Funding Formula (LCFF) and Local Control Accountability
Plan (LCAP) requirements? No

Is the district able to collect, assess, and report student data in the California
Longitudinal Pupil Achievement Data System (CALPADS)? Yes

District financial data is accurately reflected in the financial system based on infor-
mation compiled by district staff for the FCMAT review. Mandated county and state
reports are filed timely. The district can generate fiscal reports and budget develop-
ment modeling through a web-based program that extracts information contained in
the integrated financial accounting system that housed position control information.
While the system is not ideal, it produces reliable information for end users.

The entire financial system is composed of several operating systems with
programmed interfaces for overall integration of information. The county office
uses the Escape financial and human resource system. With technical and financial
assistance from Alameda County Office of Education, the district will transition to
Escape Technologies, a fully integrated system, on July 1, 2018.

The district’s technology plan for July 1, 2014 through June 20, 2018 identifies
extensive goals for curriculum, professional development and infrastructure,
hardware, technical support and software. Also included is a replacement policy

for obsolete equipment, monitoring and evaluation of technology on teaching

and learning. The district uses effective research-based methods and strategies to
implement a support system for students, teachers and the community that provides
access and resources for the best learning environment.

The district has identified the following priorities:
e Student learning
*  Productivity
e  Data and assessment
e Safety, ethics, and security
e  Support teachers and staff
e  Infrastructure

*  Equity and access
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*  District technology staff has identified an extensive listing for each school
and district office site for network infrastructure and equipment replacements
for possible E-Rate funding. A summary of E-Rate requests for funding and
commitments from 1998 through 2016 show that the district has received
more than $65.8 million, or 38% of total requested amount, in E-Rate
assistance.

The district provided documentation of California Longitudinal Pupil Achievement
Data System (CALPADS) reports that identify students who are eligible for free and
reduced-price meals, English learners, and foster youth in accordance with LCFF
and Local Control Accountability Plan (LCAP) requirements. These reports are
processed through CALPADS and meet all the state reporting requirements.

Audit finding 2016-008 — Unduplicated Local Control Funding Formula Pupil
Counts — is a repeat from the previous audit year. The unduplicated pupil count
was reduced by 15 students designated as English learners that required the district
update the CALPADS data entry screen to make the correcting adjustment.
According to the district’s official response, it continues to make considerable
improvements to the student intake process when students transfer in from other
districts. Additional training has been provided to staff responsible for CALPADS
submissions and a team of enrollment and attendance personnel is monitoring to
ensure accurate reporting,.

Overall Rating: Yes

11. Position Control and Human Resources

Does the district maintain and use an effective and reliable position control system

that tracks personnel allocations and expenditures? No
Is position control integrated with payroll and the financial system? No
Does the district control unauthorized hiring? No
Is the district able to control overstaffing? No

Are the appropriate levels of internal controls (i.e., checks and balances) in
place between the business and personnel departments to prevent fraudulent
activity? No

Is position control reconciled against the budget during the fiscal year? No

Does the district offer or ensure that staff attend professional development
regarding financial management and budget? Yes

A reliable position control is a planning tool that incorporates defined standards for
tracking, adding, creating and deleting positions within the organization. A prop-
erly functioning position control system has internal control checks and balances
between personnel decision-making and budget appropriations that align staffing
with budget and payroll systems.
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Beginning in April of each fiscal year, the district initiates the Fiscal Year Position

Control Set-up, Employee Roll & Syncing process. This multi-step process uses a
web-based budget development tool in conjunction with the Integrated Financial
Account System (IFAS) that has unique position control numbers to generate site
budgets for labor and non-labor expenditures.

Although the district uses a position control system, the district’s budgeting tool
allows sites to budget for stafling using “average” salaries, which may not cover the
actual cost of staffing. When site budgets are built on average salaries and actual place-
ment costs are higher, the district backfills the deficiency from unrestricted reserves.

Position control does not integrate with the payroll system. Instead, the district
uses the budget development tool to track total full time equivalent positions then
overlays position control which can create duplicates. IFAS unique position control
number for each employee are uploaded to the budget development tool allowing
sites to model their allocations. Once sites complete the process, site budgets are
uploaded into IFAS. The budget development tool should be reconciled with IFAS
position control to prevent duplicate positions in the budget prior to uploading
back into the IFAS system. Ideally, each board-authorized position should have a
unique position control number instead of each employee. The district is encour-
aged to review the overlay process and unique numbering system.

The human resources office utilizes a separate standalone system, Applicant
Tracking, that is not integrated with the IFAS; however, the district will transition
to a new system July 2018, Escape Technologies, at which time human resources
will abandon the existing system.

The district uses a fillable position requisition form for sites and departments
requesting position elimination, creation and/or funding changes. The form has
complete instructions for workflow approvals.

Following the resignation of the chief financial officer, the Payroll Department was
placed under the control of human resources. FCMAT made inquiries about the integ-
rity of internal controls between business and human resources and was told that the
independent auditor has approved and that no violations of internal controls exist. The
Payroll Department has been moved back under the supervision of the chief financial
officer since the time of FCMAT’s fieldwork.

Human resources stated that the budget is reconciled with position control, human
resources and payroll records and that human resources ensures new positions are
funded in IFAS; however, numerous staff reported that the former superintendent
rushed new unfunded positions through the process without regard to budget
appropriation.

FCMAT reviewed board minutes and notes several positions authorized on June 29,
2016 and subsequently board-approved without budget appropriation. FCMAT
requested and received information to substantiate that these positions approved

on that date were not in the budget adoption. The district should ensure that new
positions are board-approved and budget appropriation is available to support these
positions prior to employee start dates and contract approvals.

Overall Rating: No
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12. Budget Development and Adoption

Is a budget calendar used that contains statutory due dates and the major budget
development milestones? Yes

Are clear processes and policies in place to analyze resources and allocations
to ensure they align with strategic planning objectives and that the budget
reflects the LEA’s priorities and LCAP? Yes

Is the LCFF correctly calculated and understood? Yes

Are projections for ADA, enrollment, revenue and unduplicated pupil count
accurate and reasonable? Yes

Is the district decreasing deficit spending and maintaining adequate reserves

and fund balance when compared with the prior year? No
Has the district ensured that the LCAP is incorporated in the budget? Yes
Is the budget developed using a zero-based method rather than being a

rollover budget? No
Does the district use position control data for budget development? Yes

Does the budget development process include input from staff, administrators,
board and community, as well as the budget advisory committee (if there is one)?  Yes

Are the LCAP and the budget adopted within statutory timelines established by
Education Code Section 42103, and are the documents filed with the county
superintendent of schools no later than five days after adoption, or by July 1,
whichever occurs first? Yes

FCMAT reviewed the 2017-18 budget development calendar. The district’s budget
calendar is developed utilizing statutory timelines, identifies task and the responsible
department.

Instead of zero-based budgeting, the district uses a virtual budget development

tool for budget development. Training documents show that staffing levels from

the current year are rolled into the next fiscal year. Managers and site principals
determine staffing levels by adding or deleting full-time equivalent positions using
averages based on the position control data, and any remaining balance can be spent
on nonlabor categories.

Budget development begins in August of the preceding year and involved multiple
central support departments as well as school sites. The district has developed a
budget handbook that includes detailed instructions for major budget activities.
Also incorporated in the budget development process are the steps necessary to
fulfill the district's LCAP requirements for parent, community and employee
engagement; LCAP progress; school site council budget reviews; meeting with
bargaining units to discuss budget additions/deletions; federal grants; board study
sessions and adoption dates for the LCAP and district budget.

The district developed and uses a 2017-18 budget development checklist with its
sites as well as a comprehensive budget development guide. The guide describes the
overall budget development process, how to engage in the process and a step-by-
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step planning and preparation guide. Included is a narrative about major funding
sources that clarifies how to utilize the resources for statfing purposes in an effort
to comply with LCAP requirements, board of education actions, and the schools’
priorities. Analysts from the Business Services Department try to visit school sites
monthly to provide budgetary support and prepare journal entry forms.

Overall Rating: Yes

13. Multiyear Projections

* Has the district developed multiyear projections that have reasonable assumptions? ~ Yes

* Are projected fund balance reserves disclosed and based on the most reasonable and
accurate information available? Yes

* Ata minimum, are the multiyear projections compiled at budget adoption and
at the time of interim reports? Yes

* For the purpose of calculating multiyear projections, is the district using
the latest LCFF gap closure percentages that show the amount of funding
necessary to maintain purchasing power for the LCFF statewide? Yes

* Is the LCFF target for each year recalculated based on the grade span ADA,
and then compared to the adjusted prior year funding, so that the funding
gap would then be reduced by the funding gap percentage for the given year?  Yes

The district prepares multiyear financial projections (MYFPs) at each major
reporting period in conjunction with each major reporting period. The MYFPs are
presented at the same time as the budget reports using the latest LCFF assumptions
for cost-of -living adjustment and gap closure. The LCFF target is automatically
recalculated based on the district’s declining enrollment, ADA, unduplicated counts
together with cost-of-living adjustment and gap closure.

The district prepared the third interim report for 2016-17 demonstrating an
inability to meet its required 2% reserve level. Included in the third interim report
is the multiyear financial projection and district assumptions. Although assumptions
for enrollment, ADA and step-and-column increases are reasonable, at the time of
FCMATs fieldwork the MYFP shows that $23.07 million in budget adjustments is
still needed to balance the unrestricted general fund in 2017-18.

The multiyear projection for 2017-18 unrestricted funds showed a modest reduc-
tion in revenues with a significant reduction in expenditures as shown in the table
below. The district does not provide a narrative to explain how it plans to reduce
unrestricted expenditures by $13.8 million in 2017-18 and restore these expendi-
tures by $10 million in 2018-19. Without detailed information to support these
reductions and subsequent increases, these projections are unreasonable.
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OUSD - UNRESTRICTED MYFP Third Interim  FISCAL YEAR  FISCAL YEAR

ANALYSIS AT THIRD INTERIM 2016-17 2017-18 2018-19
2016-17

REVENUES $405,212,350 $403,019,811 $417,158,916

EXPENDITURES $335,675,742 $321,876,847 $331,850,428

SURPLUS (DEFICIT) $69,536,608 $81,142,964 $85,308,488

TRANSFERS IN $847,032 $675,969 $675,969

TRANSFERS OUT $4,468,860 $4,569,856 $4,683,645

CONTRIBUTIONS TO RESTRICTED $(69,940,024) $(72,609,573) $(75,394,550)

PROGRAMS

INCREASE/DECREASE TO FUND $(4,025,244) $4,639,504 $5,906,262

BALANCE (NEGATIVE IS A STRUCTURAL

DEFICIT)

UNRESTRICTED FUND BALANCE $8,431,472 $13,070,975 $18,977,238

RESERVE FOR ECONOMIC $11,120,037 $10,793,508 $11,033,399

UNCERTAINTIES 2%

OTHER ASSIGNMENTS g

SURPLUS (SHORTFALL) $(2,688,565) $2,277,467 $7,943,839

As mentioned in section two above, the district’s unrestricted ending fund balance
has decreased by $9.3 million in the 2016-17 fiscal year. The largest adjustment was
the result of overprojecting ADA for the adopted budget, which was adjusted at first
interim; however, offsetting budget adjustments to expenditures were not incorpo-
rated until second interim.

Anticipated savings from a general fund spending protocol only caused the situation
to worsen as sites and departments encumbered available budget balances in antici-
pation of the spending freeze.

From adoption to third interim, contributions to restricted programs increased
by $4.375 million, exacerbating the district’s financial condition and eroding the
unrestricted fund balance to less than the required 2% reserve level.

Overall Rating: Yes

14. Budget Monitoring and Updates

Are budget assumptions updated throughout the year as updated information becomes

available? Yes
Are actual revenue and expenses in line with the most current budget? No
Are budget revisions completed in a timely manner? No

Does the district openly discuss the impact of budget revisions at the board level?  Yes

Does the district abide by Education Code 42127(h) by informing the board of
education and the public, within 45 days of enactment of the state budget, of any

changes in the state budget that would affect the adopted budget? Yes
Are budget revisions made or confirmed by the board at the same time the collective
bargaining agreement is ratified? Yes
Has the district’s long-term debt decreased from the prior fiscal year? No
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* Are contributions to restricted programs controlled and monitored? No

* Has the district identified the repayment sources for long-term debt or non-voter-
approved debt (e.g. certificates of participation, capital leases)? Yes

* Does the district’s financial system have a hard-coded warning regarding

insufficient funds for requisitions and purchase orders? Yes
* Does the district encumber salaries and benefits? Yes
* Are the balance sheet accounts in the general ledger reconciled regularly? No

* Does the district complete and file its interim budget reports within the
statutory deadlines established by Education Code Section 42130 and
following, in a format or on forms prescribed by the Superintendent of
Public Instruction (SPI), and ensure that they are based on standards
and criteria for fiscal stability? Yes

The district updates budget assumptions regularly in accordance with the latest
information available from the governor’s budget updates and legislative analysis
office. While these types of assumptions primarily influence budgeted revenues and
costs associates with employee pension obligations, budgeted expenditures are not
properly aligned with actual financial activity in a timely manner.

Managing a multimillion dollar budget requires sufficient personnel devoted to
managing and developing the budget; communication channels from the budget
office to other district divisions; departments and school sites; and adherence to a
sound operating structure. Defined roles, responsibilities and commitment to board
policy that govern the process for budget development and monitoring is essential
to ensuring that the working budget accurately reflects current financial activity and
accurately projects the impact on available fund balance and required reserve levels.

The following shows a breakdown in each element listed above.

e Absent a definitive structure to approve exceptions for overspending site or
department budgets, several personnel are authorized to make decisions that
have a budgetary impact prior to governing board approval.

*  Reductions by the governing board targeted at the district office caused severe
shortages in staffing levels especially in the Budget and Finance departments.
This has given the department insufficient time to analyze and monitor the
budget, plan and incorporate multiyear financial projections or provide
sufficient training to staff.

e The overwhelming volume of work with limited staff has forced employees to
react to budget issues instead of taking a proactive approach to monitoring
budgets to actual expenditures.

e Although the district has the option of restricting spending through a “hard
coded stop” at the requisition level if there is insufficient budget authority,
accounts are often overridden without consequences to those who knowingly
overspend their budgets. Exceptions are consistently occurring at the
administrative level, which has contributed greatly to district overspending.
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*  Information does not always filter to the appropriate budget/finance personnel
in a timely manner to ensure the budget can be updated and maintained
appropriately.

e The inability to properly analyze budgets has caused the district to be out of
compliance with spending protocols in federal and state programs based on
audit findings.

*  'The district encumbers salary and benefits in the payroll system from the
position control system; however, the position control system does not
interface with the budget system. The district should ensure that budget and
payroll are interfaced with position control and that periodic internal audits
are conducted, discrepancies adjusted and management reviews the findings.

The district should provide more training for all personnel and board members to
enhance their school finance knowledge. This will make the presentations more
understandable and help the board ask questions that will enhance their under-
standing of the budget and multiyear financial projections.

Special education costs continue to rise significantly. Possible reasons include the
high turnover in administrative staffing; the inability to control costs; and the
inability to implement planned reductions such as eliminating contract nursing. As
previously mentioned in section nine above, the board should consider an in-depth
review of the special education program to assess cost containment and continue to
maintain a free appropriate public education for disabled children.

The district should address issues identified throughout this report that have a major
impact on its budget.

Overall Rating: No

15. Retiree Health Benefits

Has the district completed an actuarial valuation to determine the unfunded
stability under GASB 45 requirements? N/A

Does the district have a plan for addressing the retiree benefits liabilities? N/A

Has the district conducted a re-enrollment process to identify eligible retirees? ~ N/A

The district does not have retiree benefits; therefore, there is no requirement for

GASB 45.

Overall Rating: N/A
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16. Leadership/Stability

* Does the district have a superintendent and/or chief business official who has been with
the district more than two years? No

* Does the governing board adopt and revise understandable and timely policies and
support the administration to ensure implementation? No

* Does the superintendent adopt and revise understandable and timely administrative
regulations and ensure that adopted board policies and approved administrative
regulations are communicated to staff and followed? No

* Does the governing board refrain from micromanaging district administration

and staff? No

An important component of district stability is a culture and practices that promote
and support systematic reform, innovative leadership and high expectations to
improve student learning. The district has had five superintendents in the last nine
years.

This fiscal year, the comptroller and chief financial officer positions were vacated,
and the district has elected not to fill these critical positions until a later date. The
duties and responsibilities of these high-level business positions were reassigned to
other accounting and business personnel.

Each new superintendent has implemented changes to educational programs

and budget management, particularly with staffing and expenditure exceptions.
Employees interviewed perceive that changes have been based on these past admin-
istrators’ personal interests, which at times have clashed with some board members
and other administrators, creating an atmosphere that has been harmful to the
district’s growth and stability.

When senior administrative positions are constantly changing because of turnover
in key management positions, employees assigned to budget management are in
an environment of constant flux making it difficult, if not impossible, to present a
reliable financial position for the district.

Based on the information in this report, the district has lost control of its spending,
allowing school sites and departments to ignore and override board policies by
spending beyond their budgets. In many cases, board policies are knowingly ignored
and/or circumvented without consequences. During the former superintendent’s
tenure, this behavior has permeated to the site administration, causing a lack of
consistency in appropriate site size, staffing, class offerings and budgets. The prin-
cipals’ accountability to district administration has eroded to the point that they
criticize district administrators in open board sessions.

CSBA board standards states the following:

The primary responsibilities of the board are to set a direction for the district,
provide a structure by establishing policies, ensure accountability and provide
community leadership on behalf of the district and public education.
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While the board has updated many board policies, school sites and some district
level departments reportedly fail to follow them, and senior administrators do not
believe the board supports them in enforcing these policies and/or regulations.

The school board should follow CSBA standards that recommend boards function
as one body with a common message. The following CSBA standard has not been
consistently followed:

School districts and county offices of education are governed by boards, not

by individual trustees. While understanding their separate roles, the board

and superintendent work together as a “governance team.” This team assumes
collective responsibility for building unity and creating a positive organizational
culture in order to govern effectively.

Requests for information should come from the board as a governing body not from
individual board members without the knowledge of other board members. Issues
of clarification should follow a prescribed process in open session, or questions
should be developed before board meetings and given to the superintendent for
distribution to the appropriate staff member.

Overall Rating: No

17. Charter Schools

* Has the district identified a specific employee to be responsible for ensuring that

adequate oversight occurs for all approved charter schools? Yes
* Has the charter school submitted the mandated financial reports on time? Yes
* Has the charter school commissioned an independent audit? Yes

* Does the audit reflect findings that will not impact the fiscal certification of the
authorizing agency? Yes

* Is the district monitoring and reporting the current status to the board to ensure
that an informed decision can be made regarding the reauthorization of
the charter? Yes

The district has a separate charter division and identified employees that corre-
spond directly with each of the 37 active (two closed in 2016-17) charter schools.
Checklists for timely submission of information are logged for each charter school.
When necessary, letters or notice of concern/violation identifying specific concerns
are sent to the charter school administration. A “Summary Checklist” is a document
created by the charter school division staff to measure each charter school’s financial
condition. Special notes pointing out unusual variances, such as mergers or grade
level additions, accompany the financial analysis for the charter school.

The district calculates several financial ratios for each charter that cover multiple
fiscal years to monitor the fiscal condition and provide a trend analysis at a glance.
It tracks reporting timelines and requirements for each charter school to ensure
timely submission of budget and interim report filings.
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The charter school division has an organization system of data collection and
analysis. Charter schools are encouraged to communicate with various trained staff
members for assistance and guidance.

Each charter school is required to have an annual independent audit. The charter
school division reviews the findings and recommendations and follows up on
corrective action(s) when appropriate.

In some instances, the audit reports have findings that will not affect the fiscal certi-
fication yet charter division staff provide assistance to the charter schools to enhance
protocols, policies and procedures to avoid future audit findings.

The charter school division updates the governing board timely on the status of all
charter schools the board authorized.

Overall Rating: Yes

18. Internal Controls and Annual Independent Audit Report

* Does the district implement appropriate measures to discourage and detect fraud?  No
* Did the district receive an independent audit report without material findings? No
* Can the audit findings be addressed without affecting the district’s fiscal health? Yes

* Has the independent audit report been completed and presented within the

statutory timeline? Yes
* Are audit findings and recommendations reviewed with the board? Yes
* Did the audit report meet both GAAP and GASB standards? No

Internal controls are designed to adequately prevent, discourage and detect fraud
and safeguard district assets. Effective internal controls provide reasonable assurance
that operations are efficient and effective. Properly functioning internal controls are
intended to discourage and detect fraud in a timely manner allowing management
to respond. Operational internal controls provide a framework and structure for an
organization’s employees to function within clearly identified areas of authority and
responsibility for appropriate approvals.

The district employees interviewed indicated the organization practices ethical
behavior; however, several employees cite numerous staff reductions and turnovers

at the central office level, creating a stressful work environment with overworked
employees. Of concern is turnover and vacancies in key management positions, most
notably the comptroller and chief financial officer vacancies approximately six months
at the time of FCMAT’s fieldwork. The duties and responsibilities have been reas-
signed to other staff members, which may not provide sufficient separation of duties.

Many employees report a lack of consistency and continuity with district policy
and procedures. Examples include: lack of supporting documentation for accounts
payable, spending beyond site/department budgets and lack of supporting docu-
mentation for payment of vendor invoices. School sites and departments are report-
edly not held accountable for exceeding their budgets, and personnel additions are
authorized without sufficient budget to support these positions.
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The most recent audit report for the year ending June 30, 2016 identifies internal
control findings consistent with FCMAT’s findings and was filed timely. In
addition, the findings were distributed to the appropriate district staff member for
resolution and provided to the governing board. Except for one audit finding in
ASB finding 2016-001, the district complied with GASB and GAAP requirements
for financial reporting.

The auditor issued a qualified opinion on the district’s financial statements and

a material weakness in the internal controls; a qualified opinion and significant
deficiency with respect to certain federal programs; and qualified opinion on state
compliance. A detailed listing of these findings is provided in the tables below.
None of the findings have a material impact on the district’s fiscal health.

The table below is the independent auditor’s schedule of findings and questioned
costs that form the basis of their qualified opinion on federal programs where the
auditor “identified certain deficiencies in internal control over compliance that we
consider to be material weaknesses and significant deficiencies.”

Finding Program Name Compliance Requirement

Title I; Title II; 2Ist Century; Special Education;
2016-004 National School Lunch Program; Child and Procurement, suspension and debarment.
Adult Care Food Program; and Child Care.

2016-005 Title | Special tests and provisions.

The following is the independent auditor’s schedule that forms the basis of the
auditor’s qualified opinion on state compliance:

2016-006 - State Programs After School Education and Safety
2016-007 — State Programs School Accountability Report Card
2016-008 — State Programs Local Control Funding Formula Pupil Count
2016-009 — State Programs Educator Effectiveness

The following is the independent auditor’s schedule of findings and questioned costs
related to internal controls:

2016-001 — ASB Financial Statement The District has not prepared a summary of
Presentation of Fiduciary ~ the Associated Student Body (ASB) funds in
Not resolved from prior year audit. ~ Funds, ASB an auditable format.

Financial Statement

2016-002 - Fiduciary Fund 76 Presentation of Monthly reconciliation process for the fiscal
Fiduciary Funds, Fund 76 year ended June 30, 2016 was not being satis-
Not resolved from prior year audit. Reconciliation Code factorily completed.

The district has established internal controls
designed to ensure completeness and accura-

2016-003 — Human Resources/ cy regarding the reporting of employee in-
Payroll Human Resources/Payroll  formation to the medical and pension benefit

Internal Control Findings  providers but is not always maintaining such
Not resolved from prior year audit. Code documentation in auditable form.
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The district has made significant progress during the last two fiscal years resolving
past audit findings and ensuring timely reporting.

Overall Rating: Yes

19. Facilities

* Has the district passed a general obligation bond? Yes

* Has the district met the audit and reporting requirements of Proposition 39?2 No

e Is the district participating in the state’s School Facilities Program? Yes
* Does the district have sufficient personnel to properly track and account

for facility-related projects? Yes
* Has the district met the reporting requirements of the Williams Act? Yes

e Is the district properly accounting for the Routine Repair and Maintenance

Account requirement at the time of budget adoption? Yes
* Does the district prioritize facility issues when adopting a budget? Yes
* Ifneeded, does the district have surplus property that may be sold or used

for lease revenues? Yes
* If needed, are there other potential statutory options? Yes

*  Joint Use: Can the district enter into a joint use agreement with some entities
without declaring the property surplus and without bidding?

*  Joint Occupancy: The Education Code provides for a joint venture that can
authorize private development of district property that will result in some
educational use.

* Does the district have a long-range facilities master plan that was completed or updated
in the last two years? No

The district has passed two school facilities improvement bond measures. Measure
B, passed in June 2006, for $435 million and most recently Measure ], passed June
2012, for $475 million. Bond expenditures are restricted to projects described in
the official bond measures project list as approved by the governing board.

The Independent Citizens Oversight Committee, as required by Education Code
Section 15278, is an advisory committee made up of at least seven members
(Oakland Unified has nine members) comprised of local citizens. The purpose is
to inform the public about bond expenditures; review and report on the proper
expenditure of taxpayers’ money for school construction projects; advise the public
whether the school district complies with state requirements; ensure that no funds
are used for teacher or administrative salaries including any school operating
expenses; receive and review the annual independent audit report; inspect and visit
project sites, and review district plans for cost saving measures.

An important component of the committee’s work is posting annual reports to the
district’s website for public review. Annual reports posted on the district’s website
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go through June 5, 2015. Although not published on the district’s website, FCMAT
was provided with the August 2016 annual report, committee minutes, as well as
appointments and reports which can also be located on the district’s webpage at
https://ousd.legistar.com/Legislation.aspx.

A board item posted for the April 3, 2014 board meeting shows that Measure G
audits for fiscal years 2010-11 through 2012-13 had not been completed. The
status of completion was discussed with the governing board. FCMAT was not
provided with audit reports for the bonds, and a review of district board minutes
posted on the website did not reveal recent audit reports. The district may be out
of compliance in this area. It is imperative that the district post all audit reports on
the website for public inspection and comply with state audit timelines.

The district has several small school sites that could be utilized as joint-use, joint-oc-
cupancy or surplus property. The governing board would need to take formal action
to investigate these options.

Five employees, including a bond analyst and a financial manager, report to the deputy
chief, who administers the Facilities Planning and Management Department. To
maintain all school facilities of the district, the district is required to fund the Restricted
Routine Maintenance Account (RRMA). During the phase-in period established by
legislation, the calculation for 2016-17 is the lesser of 3% of the total general fund
expenditures for the annual budget, or the amount deposited in the RRMA account

in 2014-15. FCMAT tested the RRMA contributions based on the district’s adopted
budget. Budgeted general fund expenditures and transfers out total $520,262,634;
therefore, the 3% requirement would be $15,607,879. The district’s annual budget has
$13,548,405, or 2.6%, identified for RRMA contributions. Because FCMAT was not
provided with the 2014-15 contributions, the district should ensure that the require-
ments are met for 2016-17 in accordance with the phase-in requirements.

The department reports that completed work orders decreased from 2015-16 to
2016-17 and attributes this to establishing defined departmental guidelines that
distinguish the work considered routine repairs from normal maintenance. Open
work orders have increased during this same time period. The district indicated that
this occurred for several reasons including nine vacancies unfilled because of a hiring
freeze; several department employees on medical leave; no substitute pool to replace
workers; and no authorization for overtime.

The last facilities master plan was published in 2012. On October 5, 2016, district
administration presented to the bond oversight committee an academic master plan
that aligns Measures A, B and ] with educational needs particularly in the areas of class
size reduction and technology. The following is an excerpt from this meeting:

This will be an update to the 2012 long range master planning related to the
planning and construction of additions to existing school sites; modernization;
reconstruction; demographic study; attendance boundaries; school site grade
configuration; feeder patterns; ADA assessment; educational programs and
alignment with District’s Pathway to Excellence 2015-2020 Strategic Planning;
facility condition assessment; and site capacity assessment.

District administration anticipates publishing the new plan in fall 2017.
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Overall Rating: Yes

20. General Ledger

*  Does the district record all financial activity for all programs accurately and in a
timely manner, ensuring that work is properly supervised and reviewed? ~ Yes

*  Has the district closed the general ledger (books) within the time prescribed by the
county office of education? Yes

*  Does the district follow a year-end closing schedule? Yes

*  Have beginning balances in the new fiscal year been recorded correctly for each fund
from the prior fiscal year? No

*  Does the district adjust prior year accruals if the amounts actually received (A/R) or
paid (A/P) are greater or less than the amounts accrued? No

*  Does the district reconcile all suspense accounts, including payroll, at the close of
the fiscal year? Yes

Based on FCMATs limited review, all financial activity is recorded timely and
accurately; however, communication has broken down between the budget and
accounting offices, making it possible for financial information to be delayed,
making cash reconciliation more difficult and causing the timing of financial trans-
actions to cross fiscal periods.

Communication breakdown between various central office departments and sites
make it possible for the coordination of new funds to be delayed in the budget and
accounting offices, creating an impact on cash flow and inclusion of grant informa-
tion in financial presentations.

The district follows a year-end closing schedule and has complied with the closing
timelines at year-end.

As noted by the Alameda County Office of Education in its letter dated May 8,
2017, the beginning balances for 2016-17 are incorrectly stated. This must be
corrected before the district can close its books for the 2016-17 year because it will
cause a “fatal” error in the SACS software, preventing the district from reporting to
the state.

Although most accruals and due to/from beginning balances have been reversed, not
all have been cleared. The best practice is to reverse all prior year accruals, due to/
from, and unearned revenue before the second interim reporting period and no later
than January 31 of each fiscal year. Any variances should be properly investigated.

District staff reconciles all suspense accounts during the closing schedule.

Overall Rating: Mixed

Fiscal Crisis & MANAGEMENT ASSISTANCE TEAM



FCMAT’s overall rating is summarized in the following table.

Section Title Rating

2 Fund Balance No

4 Enrollment and Attendance Mixed

6 Cash Monitoring Mixed

8 General Fund Mixed

10 Management Information Systems Yes

12 Budget Development and Adoption Yes

14 Budget Monitoring and Updates No

16 Leadership/Stability No

18 Internal Controls and Annual Independent Audit Report Yes

20 General Ledger Mixed

District scores are summarized as follows:

No responses 8

Mixed 4

Total 20

OAKLAND UNIFIED ScHooL DisTRICT

31



32

FiscAL Crisis & MANAGEMENT ASSISTANCE TEAM



I 33
summary

The district budget is the responsibility of the governing board. Senior management must present
sound financial information supported by trend analysis, budget assumptions and multiyear
projections based on accurate information for the board to make informed decisions.

Throughout this report, FCMAT has identified leadership breakdown at the governing board and
superintendent levels, including the board’s inadequate attention to signs of fiscal distress and
refusal to consolidate small school sites, allowing school sites full autonomy to make decisions
that impact auxiliary services. The board would benefit from in-depth governance training.

There are signs of fiscal distress for Oakland Unified School District. Of particular concern is
deficit spending, substantial reductions in fund balance, inadequate reserve levels, approval of
bargaining agreement beyond cost-of-living adjustments, large increases in contributions to
restricted programs especially in special education, lack of oversight for position control that
allows positions to be added before verification of funding and board approval, breakdown in
leadership with excessive turnover, and the inability of the governing board to hold accountable
administrators that have been allowed to overspend budgets and override board policy.

The district should take immediate action to avoid further erosion of the district’s reserve levels
and possible fiscal emergency.
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Subsequent Events

Following FCMAT’s fieldwork and as this report was being written, the district approved the
2017-18 adopted budget. According to narrative documents provided by the district, budget
reductions at the district’s central office divisions totaled $17.6 million. FCMAT notes the
following adjustments when comparing the 2016-17 third interim report to the 2017-18
adopted budget:

1. Combined revenues increased $1.8 million.

2. Combined expenditures decreased by $8.8 million

3. Indirect costs increased by $1.1 million to offset operating expenditures, and
4. Contributions to restricted programs decreased by $2.6 million.

Fund balance increased by $8.1 million overall based on these budget adjustments and assump-
tions. FCMAT did not review support documentation and therefore has no opinion on the
validity of the projections or assumptions.
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Appendix

A: Study Agreement
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Appendix A - Study Agreement
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