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MEMORANDUM
To: Board of Education
From: Shanthi Gonzales, President
Board Meeting Date: January 27, 2021
Subject: Key Points from ACOE Response to First Interim Budget Report, Fiscal Year 2020-

2021

ACTION
Information Item Only

BACKGROUND

As a district that is repaying a state loan, OUSD is subject to additional oversight measures on the part of the
Alameda County Office of Education (ACOE). One of these oversight measures is that the ACOE must review

and sign off on our interim budget reports and has the option to reject them if they disagree with our
characterization of our financial position.
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Board of Education

Shanthi Gonzales, President

January 27, 2021

Re: Key Points from ACOE Response to First Interim Budget Report, Fiscal Year 2020-2021
Page 2 of 2

We have made significant progress over the last three years, since ACOE’s enhanced support and oversight
began, but there have been times that ACOE rejected our budget reports and required us to make revisions.
For our 20-21 First Interim Budget Report, they have approved our statement of our financial position and our
characterization of our status as QUALIFIED. Qualified status means that we may not be able to meet our

financial obligations over the next three years.

However, they also noted several issues they expect us to attend to and take action on, including:

1. Our enrollment continues to decline, and we need to continue to monitor and adjust our budget based
on realistic and updated enrollment projections.

2. Our Multi-Year Projections show anticipated deficit spending in the 22-23 School Year, requiring us to
make budget reductions to address the structural deficit.

3. Making contributions to fund our obligation to the Health Benefits Governing Board.

4, Continuing the work of the Blueprint for Quality Schools, to balance our current number of students
with our number of schools and to continue to improve school quality.

5. The need to monitor cash flow given the cash deferrals this budget year.

DISCUSSION

| urge the Budget and Finance Committee to take these issues noted by the ACOE under advisement as they
bring forward budget recommendations for the 21-22 year for consideration by the full Board.

FISCAL IMPACT

To Be Determined (TBD)
SG:lf

ATTACHMENT

ACOE Letter Responding to Fiscal Year 20-21 First Interim Budget Report
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L. K. Monroe Superintendent of Schools

January 14, 2021

Shanthi Gonzales, President
Board of Education

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

RE: 2020-21 First Interim Budget Report

Dear President Gonzales,

The Oakland Unified School District (OUSD) filed a QUALIFIED certification of the District’s
2020-21 First Interim Budget Report with the Alameda County Office of Education (ACOE). In
accordance with Education Code (EC) Section 42131, ACOE reviewed the First Interim Budget
Report, based on standards and criteria for fiscal stability adopted by the State Board of Education
pursuant to EC Section 33127.

Based on ACOE’s review and analysis, the First Interim Budget Report approved by OUSD’s
Governing Board (Board) on December 9, 2020, accurately reflects the financial status of the district.
ACOE, therefore, concurs with the District’s QUALIFIED certification with our comments outlined
below.

LCFF Revenue Projections

As expressed during the review of OUSD’s 2020-21 Adopted Budget, OUSD does not use the
District’s most current Average Daily Attendance (ADA) figures to calculate their LCFF revenue
projections. OUSD revised its 2019-20 P-2 Attendance report in August 2020 which lowered the
District’s ADA from 33,897.24 to 33,698.68. Due to the hold-harmless ADA provisions applied to
fiscal year 2020-21, this ADA reduction negatively impacts the funding for both 2019-20 and 2020-
21. And like many LEAs across the state, OUSD is experiencing a decline in enrollment. While
LEAs do have a hold-harmless provision for ADA, Districts are funded based on current year
enrollment data for their Supplemental and Concentration pupils. As OUSD has a high Unduplicated
Pupil Percentage (UPP), any downward adjustment to this ratio will adversely impact the district.
The District’s current CALPADS reported data shows Total Enrollment as 32,943, and a UPP of
24,458, as compared to the District’s First Interim LCFF Calculator that reports 35,366 and 27,353,
respectively. Because OUSD used the higher reported ADA figure in their LCFF Calculator, coupled
with increased enrollment and UPP ratios, as well as an applied COLA factor of .60% to 2021-22 and
.70% to 2022-23, the District’s LCFF Revenue projections appear overstated when compared to
ACOE’s projections. ACOE’s projections are based on OUSD’s most recent 2019-20 certified
attendance report, current reported CALPADS figures, and FCMAT’s most recent LCFF Calculator
that includes a 0% COLA for the current and subsequent two fiscal years.
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The effect of this ADA and UPP difference to 2020-21, combined with the added COLA factor of
.60% in 2021-22 and .70% in 2022-23, are presented below:

FY 19-20 FY 20-21 FY 21-22 FY 22-23

REVENUES
ACOE: LCFF Sources $379,588,084  $377,547,523 $371,641,295  $370,844,031
OUSD: LCFF Sources  $379,587,970 $381,933,315  $380,886,057  $389,600,222
114 (4,385,792) (9,244,762) (18,756,191)

Multi-Year Budget Projection (MYP) — District’s Required Cuts

OUSD’s 2020-21 First Interim Multi-year Budget Projection (MYP) includes unidentified ongoing
expenditure reductions of $16 million in 2021-22, with an additional $20 million to 2022-23.
OUSD’s MYP further includes salary adjustments that result in a combined ongoing salary reduction
of $14.8 million in fiscal year 2021-22, as well as an additional $1.1 million in ongoing certificated
salary reductions to 2022-23. With the implementation of these expenditure reductions and/or
revenue enhancements, OUSD is projected to deficit spend in its Unrestricted General Fund
$874,279 in 2020-21 and $8.7 million in 2022-23. This projected deficit may be understated as it
does not incorporate the LCFF revenue variance as noted above. While the District’s submitted MYP
demonstrates the ability to meet its minimum Reserve for Economic Uncertainties for the current and
subsequent fiscal years, this will only be achieved with the District’s continued fidelity in
implementing budget-balancing solutions.

Health Benefits and Governing Board (HBGB)

As mentioned at Adopted Budget, ACOE understands there may be an unrecognized HBGB liability
for the District, and it is recommended the District work toward designating a portion of its fund
balance to address this potential obligation. Once this amount is confirmed, ACOE expects to see a
designation in the District’s fund balance to address this obligation.

Fiscal Vitality Plan Progress

In December 2017, OUSD approved a Fiscal Vitality Plan for the District through June 30, 2020 that
was based on a 2017 Fiscal Crisis and Management Assistance Team (FCMAT) Fiscal Health Risk
Analysis. While critical progress on the Fiscal Vitality Plan has been made, and accelerated in part due
to the collaboration with ACOE for intensive support and technical assistance, much work is still to be
done. ACOE understands the District is working to update its Fiscal Vitality Plan and this is scheduled
to be both reviewed and approved by the board in February 2021. In ACOE’s latest review of
FCMAT’s Indicators of Risk or Potential Insolvency, OUSD continues to show evidence of many
indicators. We urge the District to continue its focus on fiscal operations improvements even in the
midst of the significant additional strains caused by the COVID-19 pandemic.
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Blueprint for Quality Schools Progress

During the 2018-19 and 2019-20 fiscal years, OUSD made progress towards achieving a more
sustainable number of schools in order to improve the District’s fiscal health and school quality. Based
on the District’s May 27, 2020 Board presentation, this work has helped OUSD realize $3 million in
cost savings. However, the same presentation also projects that reducing the number of “unsustainably-
sized schools” could save the District $15 million annually, a cost that will only increase every year
that the District does not act due to increasing employee and operational costs.

We recognize that this is a difficult process yet a necessary one as the district continues to decline in
enrollment. As districts across the state deal with fiscal uncertainty, it is imperative that OUSD
continue facility discussions with urgency and implement action plans that support fiscal sustainability
and improved school quality in the 2020-21 fiscal year.

Debt Issuance

We would like to remind the District of the statutory requirements for debt issuance for school
districts with qualified or negative interim report certifications in the current or prior year.
According to EC 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...that 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.

Collective Bargaining

We would like to remind the District of the requirements of Government Code (GC) Section 3547.5

and Assembly Bill (AB) 1200 (Statutes of 1991, Chapter 1213) on the public disclosure of collective
bargaining agreements. As a qualified District, OUSD is required to provide ACOE with an analysis
of the cost of any settlement and its impact on the operating budget at least 10 working days prior to

the date the District Governing Board will take action on the proposed agreement.

Cash Flow Concerns

ACOE would like to acknowledge the OUSD Board and District staff’s progress in maintaining a
balanced budget, as well as designating reserves above the minimum. These efforts have ensured
OUSD is in a healthy cash position as we approach the onset of the State’s apportionment deferrals,
which are anticipated for the current and subsequent fiscal year. Due to the State’s reliance on these
deferrals, we encourage the District to closely monitor its cash flow and continue to retain reserves
above the minimum. Furthermore, we encourage OUSD’s participation in the State’s TRAN pool, if
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needed. As expressed by many across the state, these deferrals, coupled with the removal of hold-
harmless ADA provisions in 2022-23, will continue to pose cash concerns for LEAs in the
foreseeable future. We especially encourage the Board to thoughtfully identify and implement budget
adjustments throughout the course of operation, as well as vigorously monitor the District’s cash
position.

Conclusion

We look forward to my team and OUSD working collaboratively as the District develops its Second
Interim Budget report, as well as a list of Board-approved expenditure reductions and/or budget-
balancing solutions. Regardless of the Governor’s state budget proposal, OUSD needs to be prepared
to take necessary actions should the proposal not materialize. Therefore, ACOE expects to receive
OUSD’s Second Interim Report and a list of Board-approved and identified budget-balancing
solutions on or before March 16, 2021.

We want to acknowledge and express our appreciation to the District staff, the Board, and the
community for their continued diligence and hard work. If you have any questions or concerns
regarding our review process, please feel free to call me at (510) 670-4140.

Sincerely,
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Laura Karen (LK) Monroe
Alameda County Superintendent of Schools

cc: Board of Education, Oakland USD
Kyla Johnson-Trammell, Superintendent, Oakland USD
Lisa Grant-Dawson, Chief Business Official, Oakland USD
Tony Thurmond, State Superintendent of Public Instruction, CDE
Chris Learned, Fiscal Oversight Trustee
Dr. Candi Clark, Associate Superintendent of Business Services, ACOE
Shirene Moreira, Interim Chief of District Business & Advisory Services, ACOE



