
GLENDALE UNIFIED SCHOOL DISTRICT 

 

March 24, 2015 

 

ACTION REPORT NO. 2     

 

 

TO: Board of Education 

 

FROM: Dr. Richard M. Sheehan, Superintendent 

 

SUBMITTED BY: Robert McEntire, Chief Business and Financial Officer 

 

PREPARED BY: Karineh Savarani, Director, Financial Services 

 

SUBJECT: Second Interim Financial Report and Certification – AB 1200 
 

The Superintendent recommends that the Board of Education approve 

the attached certification indicating that, based on the budgetary 

information available on January 31, 2015, the District may not be 

able to meet its financial obligations for the current and two 

subsequent fiscal years. The approval of this report will authorize the 

2014-15 budget adjustments identified within this report.  
 

The requirement for districts to prepare Interim Financial Reports is outlined in AB 1200 (Chapter 

1213/1991) and AB 1708 (Chapter 924/1994).  These statutes require county offices and the 

California Department of Education to closely monitor and review district budget and financial 

reports.  Additionally, those agencies have been provided authority to intervene in district budget 

and financial matters and, as necessary, in other areas of school district operations. 
 

During each fiscal year, two interim financial reports are required.  In each of these reports, the 

Board of Education must determine if it will be able to meet its financial obligations for the current 

and two subsequent fiscal years.  One of the following certifications must be made: 
 

1. Positive – the district will be able to meet its financial obligations for 

the current and two subsequent fiscal years. 
 

2. Qualified – the district may not be able to meet its financial obligations 

for the current and two subsequent fiscal years. 
 

3. Negative – the district will be unable to meet its financial obligations for 

the current and two subsequent fiscal years. 

 

 

 

To Support 2014-15 Board Priority No. 2 - “Use Board adopted budgetary principles to maintain 

District fiscal integrity and stability of instruction and programs.” 
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Along with the Interim Financial Report, districts are required to furnish a narrative for each fund, a 

cash flow analysis, criteria and standards review, and a report of Average Daily Attendance (ADA).  

The financial information and certification form included with this report indicates that the 

District may not be able to meet its financial obligations for 2016-17.  Although Local Control 

Formula Funding (LCFF) State Funding is projected to increase in future years, it is prudent to 

remember that revenue assumptions may decrease if the State faces another recession, shifting 

legislative appropriation priorities, changes in District demographics, or other unexpected state tax 

shortfalls. 

 

Given the negative balance in 2016-17, the District is recommending a “qualified” certification for 

the Second Interim Report.     

 

 

 

UNRESTRICTED GENERAL FUND NARRATIVE 

 

The Interim Financial Report is submitted in the format prescribed by the State Office of Fiscal 

Management and Accountability, and approved by the California Department of Education.  The 

Interim Financial Report is a result of a coordinated effort by the accounting staff, the Financial 

Analyst, various departments and staff across the District. 

 

The information in this report represents the actual and projected financial position of the General 

Fund as of January 31, 2015.  Column A (Original Budget) represents summarized income or 

expenditure figures as approved in the adopted budget.  Column B (Board-Approved Operating  

Budget) represents the revised budget as changed by budget revisions and appropriation transfers 

through January 31, 2015.  Column C (Actuals to Date) shows the funds actually received or spent 

through January 31, 2015.  Column D (Projected Year Totals) provides projections for the income or 

expenditure figures through June 30, 2015.  Column E (Difference) reflects the difference between  

Column B and Column D, which represents positive or negative variances in projected balances.  A 

positive difference in a revenue item indicates that actual income is projected to exceed budgeted 

income.  A positive difference in an expenditure item indicates that actual expenditures will be less 

than budgeted expenditures. 
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General and Other Fund Highlights 
 

Multi-Year Budget Assumptions 
 

Please see “Attachments A and B” for comparison of projection changes and assumptions.  In 2013-

14 the Governor and Legislature eliminated the old Revenue Limit and most categorical programs 

and replaced these with the new Local Control Funding Formula (LCFF).  The Governor’s goals by 

creating the LCFF are to reduce complexity, reduce administrative burden, improve funding equity 

across school districts, and improve local accountability.  To attain these goals, the LCFF establishes 

base grants for four grade spans, and establishes supplemental/concentration grants to provide 

services to low income and English learner students.   

 

The Second Interim budget adjustments in Attachment B include several important items to 

highlight.  The following are adjustments to the 2014-15 First Interim budget: 

 

 Instructional Programs 

o Toll Autoshop Teacher (0.8 FTE)  

o Special Education Aides (15 FTE) 

o Revised LCFF Funding Variable 

o Site Carry-Over Budgeted 

 

 Other Programs 

o Salary Savings 

 

The multi-year plan also reflects adjustments to the LCFF revenue projection.  The increased LCFF 

revenue is a result of increased Gap Funding in 2015-16.  The COLA/GAP/ADA assumptions are 

listed in Attachment A.   Given these future years LCFF revenue increases are only estimates based 

on the State’s proposals, and the State will not have finalized the LCFF calculation until year end, 

the Los Angeles County Office of Education has advised school districts to hold back these revenue 

increases in a reserve and to refrain from spending them.  GUSD has taken a modified approach and 

allocated future revenues to the budget to pay for the STRS and PERS contribution increase in 2015-

16 and 2016-17.  The remaining balance of the projected LCFF funding is “Reserved” in the End 

Balance.  Attachment B summarizes the impact of the expenditure and revenue changes. 

 

Enrollment Projections 
 

The First Interim assumed an increase of 112 students in 2014-15, a decrease of 194 in 2015-16, and 

a decrease of 84 in 2016-17.  That has remained the same in the Second Interim.   

 

Unduplicated Count Percentage 

 

The First Interim assumed an increase of 0.49% in 2014-15, 0.15% in 2015-16, and a decrease of 

0.46% in 2016-17.  That has been modified to a decrease of 1.55% in 2014-15, 1.5% in 2015-16, and 

1.55% in 2016-17.  This shift in the unduplicated count percentage decreases the revenue projected 

for those years. 
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Local Control Funding Formula Income (LCFF) 
 

The 2014-15 LCFF calculation results in a 10.30% net funding increase which reflects a 0.85% 

COLA and 29.15% GAP funding.  This is a net change of $673 per ADA and a total grade span 

average of $7,206 per ADA.  Current year ADA is projected to be 25,255.  In the State Budget Act it 

was anticipated that there would be a COLA increase of 1.58% in 2015-16 and 2.17% in 2016-17.  

Attachment B highlights the fiscal impact of the change in GAP funding and the revision to the 

Unduplicated Count.     

 

Other State Revenue 
 

The Governor’s January Proposal reflects categorical COLAs at 0.85% for 2014-15, 1.58% for 

2015-16, and 2.17% for 2016-17.   
 

Lottery 
 

Lottery income for years 2014-15 through 2016-17 is based on estimates provided by the California 

Department of Education, the Los Angeles County Office of Education (LACOE), and School 

Services of California.  The District’s estimate of $128.00 per ADA in the Unrestricted General 

Fund and $34.00 in the Restricted General Fund is based on the recommendation from LACOE for 

the Second Interim budget. 

 

Interest 

 

The current projection for General Fund interest income is $307,000.  In 2013-14 the General Fund 

received $337,206 in interest income.   

 

Employee Compensation Adjustments 

 

Certificated and classified salaries have been adjusted to reflect step and column salary adjustments, 

as applicable, for certificated and classified employees and corresponding salary savings due to 

attrition and retirements.  The 2015-16 and 2016-17 projections also reflect a $2,430,000 annual 

increase in health and welfare costs.  Additionally, the Second Interim Report reflects the 2 

GTA/CSEA/GSMA furlough days in 2016-17.  Both CalSTRS and CalPERS reflect multi-year rate 

increases as recommended by the State.  The current report does not include any 

general/negotiated salary increases to District employees. 

 

BUDGET ADJUSTMENTS 

 

In response to the State Budget Act and estimated actuals, the Board of Education is being asked to 

approve “Attachment B” budget adjustments.  These adjustments are reflected in the attached 

interim report projections.  Other adjustments will be considered in future months as details unfold 

from the State and through the budget development process. 

 

The following is a listing of programs and other reductions the District previously implemented as a 

result of the State fiscal crisis.   
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HISTORICAL BUDGET REDUCTIONS 

  Total   
2007-08 Reductions   
     Freeze Vacancies (one-time) 2,200,000 
     Freeze Supplies & Services (one-time) 500,000 
     Reallocate 20 positions to Categorical 763,000 

          Sub-total 3,463,000 
    
2008-09 Reductions   
     Savings from 5 FTE  358,282 
     Savings from Special Education  800,000 
     Workers Compensation Savings 2,891,400 
     Maintenance Workers 2 FTE 91,000 
     End-Of-Year Tier III Sweeps (one-time) 5,423,553 
     CPI Adjustment On Supplies and Services 383,000 

          Sub-total 9,947,235 
    
2009-10 Reductions   
     Admin. & Cont. HS Restructure (9.2 FTE) 670,000 
     Teacher Staffing Ratio Changes (one-time) 2,000,000 

On-going Tier III Sweeps - Includes some staff reductions and Counseling reductions. 4,922,478 

          Sub-total 7,592,478 
    
2010-11 Reductions   
     Administration Reorganization 10 FTE 1,100,000 
     FASO Staff 7 FTE 450,000 
     Special Education 7.4 FTE 500,000 
     School Safety Grants Sweep (one-time) 1,200,000 
     Restricted Lottery Utilization 500,000 
     Charge Food Service Indirect Cost 350,000 
     MS reduce 1 FTE per 1,000 students (3 FTE) 300,000 
     HS reduce 1 FTE per 1,000 students (9 FTE 900,000 
     Clark MHS adjust to 6 periods (4 FTE) 400,000 
     Daily HS reduce counseling 1 FTE 100,000 
     Summer School Cost Reduction 700,000 
     Class Size K-3 to 24.9:1 Ratio 3,400,000 

          Sub-total 9,900,000 
    
2011-12 Reductions/Savings   
     Measure S Savings 517,000 
     ReConnectEd Savings 80,000 
     Consolidated EEELP/Categoricals 150,000 

          Sub-total 747,000 
    
2012-13 Reductions/Savings   
     PIO Position (1 FTE) 112,000 
     Energy Manager Position (1 FTE) 120,000 
     ES and MS Assistant Principals (2 FTE) 255,000 
     Shift Dental to ASCIG / Blue Shield Plan Changes 240,000 

          Sub-total 727,000 
    
2013-14 Reductions/Savings   
   Elementary School Reduction of 1 FTE Assistant Principal 120,000 

PARS savings comprised of 5 FTE Elementary School 3,506,561 
       Teachers, 3 FTE Middle School Teachers, 14 FTE High   
       School Teachers, 1 FTE FASO Assistant Director, 1 FTE   
       Duplicating Center, and 16 FTE Classified Staff.  

     
           Sub-total 3,626,561 

    
Grand Total $36,003,274 

    

Note:  PARS early retirement offered in 2009-10 and 2012-13. 
 Ret. Plans effective 7/1/10 & 7/1/13 respectively 
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As the District restores historical cuts, important discussions need to continue on the prioritization of 

the restoration of programs and/or alternate priorities to support student learning.  The question to be 

answered is, “What is the most strategic way to improve learning as money becomes available?”  

Funding allocated through the LCFF is largely unrestricted, but they are subject to comprehensive 

accountability requirements called the Local Control and Accountability Plan (LCAP).  Under these 

rules districts are required to disclose how funds will be spent to provide high-quality educational 

programs.  Districts that do not meet the goals stated in their plans and fail to improve educational 

outcomes receive assistance through support and intervention. 

 

Local Control and Accountability Plan (LCAP) 

 

The LCFF moves school districts away from a system of rule/audit compliance to a system of 

accountability based on local needs and measured by progress towards annual goals.  The LCAP is 

the system on how school districts will be measured in meeting their goals.   

 

The State Board of Education (SBE) LCAP template categorized the state priorities into three groups 

for planning purposes:  Conditions of Learning; Pupil Outcomes; Engagement.  The template is also 

comprised of three sections: Stakeholder Engagement; Goals & Progress Indicators; 

Actions/Services/Expenditures.  School districts must also demonstrate in their LCAP that they have 

increased or improved services for unduplicated pupils in proportion to the increase in the funds 

apportioned to the supplemental and concentration grants.  The District’s LCAP is located on the 

GUSD website.   

 

 

 

OTHER FUNDS NARRATIVE 

 

Special Education Pass-Through Fund (10.0) 

 

The California Department of Education has required a special revenue fund for use by the 

Administrative Unit (AU) of a Special Education Local Area Plan (SELPA) to account for Special 

Education inter-district pass-through revenues outside the General Fund.  As of January 31, 2015, 

the cash balance in Fund 10.0 was $14,751.00. 

 

Child Development Fund (12.0) 

 

The Child Development Fund contains accounts for the income and expenditures associated with 

state and federally subsidized child development centers. This is inclusive of preschool programs 

and school-age program:  General Child Care and Development Programs, Latchkey Program, State 

Preschool Program, as well as General Child Care and Development Programs.  This fund operates 

on an independent basis and does not encroach on the Unrestricted General Fund.  The Child 

Development Fund began the fiscal year with a balance of $178,630. 

 

Nutrition Service Fund (13.0) 

 

The source of revenue for this fund is based solely on meal sales.  The revenue is received on a per 

meal basis from the State and Federal programs as well as student payments.   The State funding for 
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this program was reduced in 2007-08, 2008-09, 2009-10, and remains relatively flat for 2012-13 to 

2014-15. This budget includes indirect cost charges of approximately $290,000 that will be 

transferred to the Unrestricted General Fund.  This fund operates on an independent basis and does 

not directly encroach on the Unrestricted General Fund.  As of January 31, 2015, the fund had a cash 

balance of $5,162,113.   

 

Deferred Maintenance Fund (14.0)  

 

The Deferred Maintenance Program is considered a part of the 2008-09 through 2013-14 flexibility 

options provided in the State Budget Act.  The State revenue for this fund was reduced from 

$1,291,090 to $967,000 in 2008-09 ongoing.  In 2013-14 this funding was eliminated and is now 

part of the LCFF.     

 

The multi-year plan utilizes a solvency transfer of $3.0 million of the $4.9 million to the General 

Fund in 2016-17.  Additionally, all projects previously listed as Deferred Maintenance will be 

charged to the Capital Projects Fund 40.1, and the Measure S Bond Fund 21.1.  As of January 31, 

2015, the fund has a cash balance of $4,997,462.   

 

Building Fund (21.1) 

 

This is the Measure S Bond Fund and is utilized to track expenditures related to the bond projects.  

The first issuance of the bond series in the amount of $54 million occurred in August 2011.  Another 

$70 million was issued in August 2014.  Funds for capital projects are also transferred to the fund 

from the Developer Fee Fund 25.0, Capital Projects Fund 40.1, and the State Building Fund 35.0.   

As of January 31, 2015, the cash balance in Fund 21.1 is $73,800,068. 

 

Clean Renewable Energy Bonds (CREBs) Fund (21.2)  

 

Clean Renewable Energy Bonds (CREBs) are federal bonds used to finance photovoltaic and water 

heating installations at rates lower than most tax-exempt municipal bonds.  The federal government 

subsidized the financing by lowering the borrowed interest rate (Net Effective Rate) in the form of 

federal tax credits. 

 

CREBs Fund (21.2) was established to account for $5.38 million in the second series of CREBs 

issued in October 2012.  Due to the nature of tax-exempt bonds, the proceeds are held with a 

banking entity serving as the “Custodian” and the funds are disbursed to the “District” upon a 

reimbursement request.  Deutsche Bank National Trust Company serves as the “Custodian” for 

Glendale Unified School District. 

 

These bonds will mature in 15 years and are expected to be repaid using redevelopment agency 

proceeds.  The annual payment is estimated at $355,000 with a Net Effective Rate of 1.24%.  This 

payment will be made from the Capital Projects Fund (40.1).  Glendale High School, Roosevelt 

Middle School, Marshall Elementary, Fremont Elementary, Balboa Elementary, and Franklin 

Elementary solar projects were financed with this second series of CREBs.  As of January 31, 2015, 

the cash balance with the fiscal agent is $641,028. 
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Developer Fee Fund (25.0)  

 

Developer Fee income is designated for the rental or purchase of modular classrooms, the purchase 

of property, and for other classroom facility needs, as approved by the Board of Education.  In 

December 2009, the District utilized this Fund to purchase three properties that are contiguous to the 

District Administration building.  In 2012-13 $4.3 million was transferred to the Measure S Fund for 

the Keppel Project, and in 2013-14 $4.0 million was transferred to the Measure S Fund for general 

support.  The fund began the current year with a balance of $4,853,443 and has received income of 

$745,256 through January 31, 2015.  It is projected that income for the fiscal year will be 

approximately $1 million. 

 

State Building Fund (35.0) 

 

In 2009-10 and 2010-11, the State Allocation Board approved the disbursement of funds for 

Glendale High School project and Crescenta Valley High School appeal, Columbus Elementary 

School Project, Hoover High School Project, and Roosevelt Middle School Project.  These funds 

were transferred to Fund 40.1.  In 2012-13 $4.3 million was received and transferred to the Measure 

S Fund for the Keppel ORG Project.  This fund was established to account for revenue and 

expenditures associated with those renovations, modernization, and new construction projects 

partially funded from State bond funds.  As of January 31, 2015, this fund had a cash balance of 

$22,749,647.  Before year-end closing, $22,725,870 will be moved to Building Fund (21.1) to 

support construction projects for Balboa, R.D. White and Verdugo Woodlands.   

 

Capital Projects Fund (40.1)   

 

In 2009-10 and 2010-11, funds were received from the State Allocation Board and deposited into 

Fund 35 and then transferred to Fund 40.1.  In 2009-10, 2010-11, and 2011-12 this fund was utilized 

to assist with the construction payments for the Roosevelt Middle School, Glendale High School, 

and other projects.  This is the fund that was utilized for Measure S construction projects in 2011-12, 

as a bridge until G.O. bond funds became available.  In 2012-13 $4.4 million was transferred to the 

Measure S Fund for the Hoover Project, and in 2013-14 $11.5 million was transferred to the 

Measure S Fund for general support.  In 2013-14 and 2014-15 Proposition 39 funds will be spent on 

energy efficiency projects in the District.  As of January 31, 2015, the fund’s cash balance is 

$15,424,344. 

 

Nutrition Service Capital Outlay Fund (40.2) 

 

In prior years, the Nutrition Service Program has transferred monies into this fund for capital 

projects.  As of January 31, 2015, the fund’s cash balance is $1,191,737.     

 

Debt Service Fund (56.0)  

 

The only revenue source in this fund is interest income.  This fund was to be utilized to repay the 

Certificates of Participation (COP), the annual payment was approximately $1.3 million.  Given 

Measure S paid off this loan, this reserve can now be utilized by the District as a “reserve” to be 

utilized for District needs in the future as a “rainy-day” fund and for major “one-time” expenditures, 

i.e. new textbook adoptions.  As of January 31, 2015, this fund has a current cash balance of 
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$15,170,468.  In 2015-16 and 2016-17 school years, a solvency transfer totaling $2.65 million will 

be utilized to continue funding the Common Core State Standards.   

 

Self Insured Health Insurance (67.0)  

 

The only revenues are the premiums for the dental and vision insurance plans that are offered to 

employees and interest earnings. The payroll system allocates the expense for the coverage to the 

various programs in all the funds. Then an offsetting transfer is made to the revenue account in self-

insured fund.  In 2012-13, the District transferred from the ASCIP JPA to ASCIG JPA for dental 

insurance.  Due to GUSD leaving the ASCIP JPA the District received an equity distribution from 

ASCIP of $1.18 million.  The cost of the claims and transfers to the third party administrator are the 

only expense in this fund.  As of January 31, 2015, this fund had a cash balance of $3,100,835. 

 

Workers Compensation Fund (67.1)  

 

This fund was established solely for the purpose of accounting for expenditures related to the 

workers compensation program. The ASCIP rate for “dollar one” coverage in 2014-15 is 3.34% of 

salaries.     

 

The expenditures will include the payment to ASCIP for 2014-15 coverage, expenditures related to 

claims that occurred prior to 2005-06, consultant expenses for claims management, and other related 

expenses.  As of January 31, 2015, the fund had a cash balance of $3,807,099. 

 

Early Retirement Benefits Fund (67.2)  

 

This fund was established to set aside funds for the GASB 45 liability.  In 2013-14 the calculated 

rate was 2.17%.  However, to effectively transfer reserves from Fund 67.2 to the Unrestricted 

General Fund the rate was lowered, resulting in a transfer of $1.6 million in 2013-14 and $2.4 

million in 2014-15 of the fund reserves.  The rates were decreased to 0.909% and 0.47%, 

respectively.  As of January 31, 2015, this fund had a cash balance of $1,723,012. 

 

McLennan Trust and Other Scholarships (73.0)  

 

This fund’s primary source funding is interest earnings and an occasional donation for a scholarship. 

Typically, the scholarship donations are managed through the ASB accounts at the high schools. 

However, if there is a donation that is not directly linked to a school site, it may be deposited into 

this fund. The only expenditures out of this fund are for student scholarships.  As of January 31, 

2015, this fund had a cash balance of $336,639.  

 


















































































































































