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 William L. Knoll 
 Sue L. Maulucci 
 Darrell A. Myrick 
  Richard M. White 

Date: December 15, 2014 
 
To:  Board Members and Superintendent Dr. Catherine J. Nichols 
 
From: Jennifer Root, Chief Business Officer 
 
RE: 2014-15 First interim Budget 
 
Background Information 
Education Code (EC) Sections 35035(g), 42130, and 42131 require the Governing Board of 
each school district to certify at least twice a year to the district’s ability to meet its financial 
obligations for the remainder of that fiscal year and for the subsequent two fiscal years.  This 
is referred to as the Interim process. 
 
The First Interim Report for 2014-15 is due to the Los Angeles County Office of Education 
by December 15, 2014.   
 
Current Considerations 
For 2014-15, the certification is accompanied by three years of financial reports:  the interim 
report for the current year plus projections for two future years (fiscal years 2015-16 and 
2016-17). 
 
The reporting schedule is shown below: 
 
      Closing Date  Filing Date 
First Interim    Oct 31, 2014  Dec 15, 2014 
Second Interim    Jan 31, 2015  Mar 15, 2015 
 
School boards are required to adopt one of the three following certifications: 
 
Positive: A school district that, based on current projections, will meet its financial 
obligations for the current fiscal year and two subsequent fiscal years. 
 
Qualified: A school district that, based on current projections, may not meet its financial 
obligations for the current fiscal year or subsequent two fiscal years. 
 



Negative: A school district that, based on current projections, will be unable to meet its 
financial obligations for the current fiscal year or subsequent fiscal year. 
 
Focus on the General Fund 
This interim report focuses on the General Fund, the main operating fund of the District.  
With the General Fund, the focus is on the unrestricted, as opposed to the restricted or 
categorical portion.  The State Report submitted to the county office is included in this 
document starting with Section VIII. 
 
Summary 
Based on the realization of certain revenue and expenditure assumptions, the Board would be 
justified to adopt a positive certification that the District will be able to meet its financial 
obligations for this fiscal year and two subsequent years. 
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Section I 
2014-15 Summary of  

First Interim Assumptions  
 
 
 

  



Summary of First Interim Assumptions 
 
Amount represents per-student level of funding: 
 
 2014-15 2015-16 2016-17 
 
Funded ADA 

 
12,445 

 
12,136 

 
12,011 

Decrease in Funded ADA  (275) (309) (125) 
    
Prior Year Base Revenue $5,660 $6,438 $7,113 
% Increase per Student 14.89% 7.51% 4.05% 
Cost Increase per Student $840 $484 $288 

 
$6,483 $6,922 $7,401 

   
 
Amount represents per-student funding for Categorical Programs: 
 
12-13 Categorical Funding  
(Tier III Programs) 
 

   

Prior Year Revenue $1,279 $1,309 $1,343 
% Increase per Student 2.35% 2.60% 0.10% 
Cost Increase per Student $30 $34 $13 
 
 

$1,308 $1,342 $1,355 
   

 
Prior Year Revenue $6,922 $7,747 $8,456 
% Increase per Student 11.92% 9.15% 4.19% 
Cost Increase per Student $825 $709 $354 
 $7,791 $8,264 $8,756 
    
Amount represents per-student funding for combined totals 
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First Interim Assumptions Summary – contd. 
 

 

 2014-15 2015-16 2016-17 
 
Restricted Program (COLA) 

   

State Programs 0.850% 0.0% 0.0% 
Special Education 0.850% 0.0% 0.0% 
    
Lottery (per ADA)       
Unrestricted  $126.00 $126.00 $126.00 
Prop 98 $30.00 $30.00 $30.00 
    
 
General Fund Contributions  

 
 

 
 

 
 

Special Education As Budgeted Plus $276,741 Plus $302,733 
    
Step, Column, and Longevity 
Incremental Costs 

 
As Budgeted 

 
$326,686 

 
$329,139 

    
Health/Welfare Benefits 
Incremental Contribution 

 
As Budgeted 

 
$800,000 

 
$1,600,000 

    
Change in Teacher Staffing 
Growth (Decline) 

 
As Budgeted 

 
(4) 

 
(4) 

    
Interest Income 0.7% 0.7% 0.7% 
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Section II  
Revenue Considerations 

 
  



 
Local Control Funding Formula (LCFF): 
 

§ The Local Control Funding Formula (LCFF) was adopted in the 2013-14 State Budget 
Act under Assembly Bill (AB) 97. With the implementation of the LCFF Model, the 
State permanently consolidated the 40 plus categorical programs with the base revenue 
limit to create a new funding base. In the initial year, Governor Brown established a plan 
for the model to be fully implemented over an eight year period with a 12.00% funding 
level commitment in year one. 
 

§ Moving forward, the new calculations take into consideration differentiated funding by 
grade spans. As indicated on Page 1.1 of this document, targeted average-daily-
attendance (ADA) allocations also include additional augmentations for Class Size 
Reduction program (K-3 CSR) and Career Technical Education (9-12 CTE), respectively. 
Previously, the K-3 Class Size Reduction program was funded using a per-pupil rate of 
$1,071 and adjusted according to the sliding scale for classes over 20 students and for 
decline in student enrollment. Under the new model, revenues are based on total K-3 
ADA adjusted by a factor of 10.4%. 
 

§ As outlined under Section V of this report, the new funding formula establishes 
additional grants designated to enhance services to students of need. 
 

§ Compared to the prior funding model (Base Revenue Limit), the same principles apply in 
the LCFF Model with funding being tied to generated average-daily-attendance (ADA) 
and funding is based on higher of current or prior year ADA total. The conventional 
method of projecting (ADA) consists of adjusting enrollment projections by prior year 
absenteeism rate. According to apportionment funding law, the higher number between 
the current and prior year ADA is used for LCFF funding purposes. Funded ADA for 
2013-14 was 12,724 and funded ADA is projected at 12,445 for the budget year.  

 
§ Based on 2014-15 ADA estimates, the proposed LCFF funding level at full 

implementation (2020-21) is earmarked at $121,389,479. Noteworthy factors impacting 
future revenue projections include changes in student enrollment population, captured 
ADA percentages, and tallies impacting supplemental funding. 
 

§ For the budget year, LCFF revenues are projected at $96.9 million, an increase of $8.6 
million over the prior year. Components of revenues include the following: 
 

ü $12.1 million in property taxes (based on data provided by the Los Angeles 
County Assessor’s Office) 

ü $14.8 million from the Education Protection Account (EPA) 
ü $70.0 million subsidized by the State (Commonly referred to as State Aid) 
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Other Programs: 
 

§ Unrestricted Lottery revenue (non-Proposition 20) is budgeted at $1.9 million, a decrease 
of $100 thousand from prior year. Program funding is computed at $126 per unit of 
Annual ADA.  
 

§ Restricted Lottery revenue (Proposition 20) is budgeted at $459 thousand, a decrease of 
$100 thousand from prior year. Program funding is computed at $30 per unit of Annual 
ADA.    

 
§ Mandated Block Grant revenue budgeted at $1,306,740, included a one-time revenue of 

$821,585.       
 

§ Interest earnings are budgeted at $200 thousand, assuming the following: 
 

ü 0.7% interest rate on an average daily cash balance of $10.0 million   
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Section III 

Expenditure Considerations 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Personnel Costs Additions/Deletions to Unrestricted General Fund 
 
Salary Calculations: 
 
§ Starting with the 2013-14 fiscal year, the Board of Education and the associations reached 

multi-year agreements, approved at the May 19th Board Meeting, covering fiscal periods 
2013-14 through 2015-16. The main elements of the agreements are outlined below: 
 

ü In 2013-14, for the teachers bargaining unit, a 3.75% salary increase was negotiated, 
plus a 1.2% increase for longevity. 

ü In 2013-14, for classified and management personnel, a 4.95% salary increase was 
approved. 

ü For 2014-15, all employees received a 3.50% salary improvement.   
ü For 2014-15, one-additional day of staff development was negotiated for the teachers 

bargaining unit, bringing their overall salary increase to 4.05%. 
 
§ Salary projections incorporate added costs for step, column, and longevity as follows: 
 

Fiscal Year Total Amount 
2014-15 As Budgeted 
2015-16 $326,686 
2016-17 $329,139 

 
STRS and PERS Rates Increase: 

STRS 
 

2014-15 
 

2015-16 
 

2016-17 
Old Rate 

 
8.25% 

 
8.25% 

 
8.25% 

New Rate 
 

8.88% 
 

10.73% 
 

12.58% 
 

PERS 
 

2014-15 
 

2015-16 
 

2016-17 
Old Rate 

 
11.442% 

 
11.442% 

 
11.442% 

New Rate 
 

11.771% 
 

12.600% 
 

15.000% 
 
The three-year accumulative cost for STRS is $4.4M and PERS is $1.1M. 
 
Contribution for Health and Welfare Benefits 
 
§ This past November, the District reached a tentative agreement with both associations on 

changing insurance providers and modifying tier rate structure.  The District migrated from 
Health Net to SCEBA JPA and negotiated a two-year agreement covering plan years 2014 
and 2015. 
 

§ The District Health Plan for year 2015 is 9.5% for HMO, PPO Plans, and 3.09% average for 
Kaiser. These terms were far more favorable than the 16.8% rate increase proposed by Health 
Net for plan year 2014. 
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§ For information purposes, below are the new annual contribution levels for plan year 2014. 
 
 
Four Tier Contribution Tables: 

 

Blue Cross (HMO) 
 

District 
Contribution  

Employee 
Contribution  

Combined 
Totals 

Employee Only 
 

5,105  -  5,105 
Employee plus Child(ren) 8,583  350  8,933 
Employee plus Spouse 

 
11,701  550  12,251 

Family 
 

14,869  700  15,569 

  
     

Blue Cross (PPO) 
 

District 
Contribution  

Employee 
Contribution  

Combined 
Totals 

Employee Only 
 

6,020  -  6,020 
Employee plus Child(ren) 9,835  700  10,535 
Employee plus Spouse 

 
13,448  1,000  14,448 

Family 
 

16,961  1,400  18,361 

  
     

Kaiser  
 

District 
Contribution  

Employee 
Contribution  

Combined 
Totals 

Employee Only 
 

5,662  -  5,662 
Employee plus Child(ren) 9,558  350  9,908 
Employee plus Spouse 

 
13,038  550  13,588 

Family 
 

16,568  700  17,268 
 
§ Under the new rate structure, employee annual contributions are projected to increase by over 

$106,000. 
 
§ Historically, the District’s greatest cost factor for insurance is related to family coverage. 

Collectively, about two-thirds of overall premiums paid are for family coverage.  
 

§ In addition to medical insurance coverage, the District provides, at no cost to employees, 
dental and vision insurance. All benefited employees are eligible to participate in the above 
mentioned insurance packages.   
 

§ Budget projections also include additional contributions to cover health premium rate 
increases. 
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Contributions to Statutory Benefits are Budgeted as Follows: 
 
§ State Teachers Retirement System (STRS) 8.880% 

o Previously 8.25% 
 
§ Public Employee Retirement System (PERS) 11.771% 

o Previously 11.442%  
 

§ OASDI (Social Security for School Sector)   6.200% 
 

§ Medicare   1.450% 
 

§ State Unemployment Insurance (SUI)    .050%  
 

§ Workers Compensation Premium .620% 
 

§ OPEB Allocation  (GASB 45)             .350% 
 

§ OPEB Direct Cost (GASB 45)                                           $181/per FTE 
 

Note:  In addition to salary costs, the added contribution for statutory benefits is equal to 11.35% 
plus $181 per FTE for certificated staff and 20.441% plus $181 per FTE for classified personnel 
subject to PERS. 
 
Projected Certificated Personnel Staffing Ratios: 
 

Grade Level Enrollment Student/Teacher Ratios 
Kindergarten through Third 3,370 22:1 
Fourth through Fifth 1,690 35:1 
Sixth through Twelfth 7,171 37:1 
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Noteworthy Expenditures in General Fund Unrestricted:  
 

§ Substitute teacher cost is budgeted at $1.0 million. In accordance with Educational Code, 
teachers who have been laid off are paid at his or her per diem rate. This daily rate can 
range from $315 to $425. Other authorized pay rates consist of $115 for short-term and 
up to $218 for long-term assignments.   
 

§ Restricted Routine Maintenance Account (RRMA) contribution is now budgeted at $3.2 
million, which reflects a 2.6% contribution level. Enacted under the State Budget Act, the 
District has the flexibility not to make the 3% contribution level.   
 

§ Indirect support charges (charges to other programs and funds of the District):   
 

  Categorical Programs $1.6 million 
  Child Development (Fund 12) $106 thousand 
  Nutrition Services (Fund 13) $201 thousand 

 
District indirect rate for 2014-15 is 7.27%. This rate is applicable for most categorical 
programs and the Child Development program. The State has established the rate for 
Nutrition Services at 5.69%. 

 
§ Liability and property damage insurance in the General Fund is budgeted for $380 

thousand. The Budget Stabilization Plan includes a continuous contribution of $35 
thousand per year from the Property and Liability ending fund balance for three years 
(2012-13 through 2014-15).   

 
§ Utility, postage, and other operating costs are budgeted at $3.6 million. For the budget 

year, projections incorporated rate changes and demand charges.  Telephone and postage 
are budgeted at $341 thousand; natural gas for $98 thousand; lights and power for $2.2 
million; laundry services for $22 thousand; waste disposal for $98 thousand; and water 
for $756 thousand. 
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Contributions from the General Fund: 
 
§ Contributions to restricted programs will increase from $13.7 million to $16.2 million, a 

difference of $2.5 million. 
 

§ Noteworthy changes in contribution levels from prior year 
 

ü Special Education - $1.8 million 
ü Routine Restricted Maintenance - $227 thousand 

 
§ Contributions for Special Education are budgeted at $11.8 million. 
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Section IV 

Local Control Accountability Plan 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
Overview: 
 

§ The basis of the funding reform was to provide additional augmentations to base fund 
amounts specifically designated to increase and improve services for the students with the 
greatest needs. The Governor’s policy goal was to simplify education funding while 
increasing accountability and transparency.   
 

§ Another component of the funding reform included the creation of supplemental and 
concentration grants that are designated to provide supplemental services to low-income, 
English learner students, and foster youths. The funding is tied to unduplicated pupil 
counts of respective populations. The Supplemental Grant provides a 20% stipend while 
the Concentration Grant generates an additional 50% stipend for served population above 
55%. Incorporation of the First Interim Budget for the abovementioned stipends total 
$7.1 million.   
 

§ Effective in 2014-15, Districts are now required under the new LCFF Model to adopt a 
Local Control Accountability Plan (LCAP) concurrently with the district’s spending plan 
that complies with the State priorities (8) as adopted by the State Board of Education. 
Accordingly, the LCAP Report was approved at the June 16th Board Meeting. 
 

§ Integral feedback was gathered through survey instruments and a series of District 
meetings with various stakeholders. Consequently, the District’s Strategic Plan was 
updated to integrate the following three goal areas in accordance with the State Board of 
Education: 

 
ü Guarantee all students are eligible and ready for college upon graduation. 

 
ü Implement innovative research-based programs and practices to ensure the 

highest level of achievement for all students. 
 

ü Create a school-wide program of engagement that fosters innovative, positive 
environments within and outside of the classroom to connect students to school 
and learning. 

 
§ Lastly, the First Interim Budget includes $1.5 million in additional funding designed to 

the base grant: these funds can be used at the discretion of the District to address any 
locally defined priority. 
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Section V 
Financial Analysis 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Student Enrollment Trends: 
 

§ The First Interim Budget includes projections based on recent trends and utilizing 
available birth rate data. Multi-year projections have been updated accordingly. 
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§ Districts in Southern California started realizing a decline in student population as early 
as 2001-02. For Covina-Valley USD, enrollment decline did not materialize until the 
2006-07 fiscal year. There are a multitude of reasons for the District incurring the level of 
enrollment decline over the last eight years. For the most part, the enrollment decline has 
much to do with the current economic conditions, affordable housing, and available 
employment. Financial experts have not been accurate in reporting the effects of the 
economic recession.   
 

§ It is difficult to gauge when enrollment trends will stabilize. As shown on the chart on the 
previous page, the District is targeted with the latest projection to realize continual 
declines in student enrollment at least through 2021-22. If these projections were to 
materialize, the cumulative decline in enrollment from 2010-11 to 2021-22 will be 
reaching 2,578 students. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

5.2 



Fiscal Impact of Enrollment Decline: 
 

§ Based on most recent projections from our demographer (Davis Demographics), the 
District is budgeting a decline in funding by $489/ADA through 2016-17. The bar graph 
shown below illustrates the loss of District Base Funding (LCFF) to be estimated at $13.2 
million over a three-year period.   

 
 

LCFF Projected Revenues
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Section VI  
District Reserves 

 
 
 
 



Unrestricted Fund Balance – Exclusive of SELPA Financial Activities (Fund 01.1): 
 

§ The beginning fund balance for the budget year is $11.3 million. 
 

§ The ending fund balance is projected to be $7.5 million, a decrease of $3.8 million.   
 

§ Components of the fund balance are as follow:  
 

ü Necessary reserve (non-spendable) for revolving cash account is $35 thousand 
and $57 thousand for warehouse inventory. 

 
ü The State mandatory 3% Economic Uncertainty Reserve is earmarked at $3.8 

million. 
 

ü The unassigned/unappropriated amount of the District reserves is now budgeted at 
$3.6 million. 

 
Restricted Fund Balance – Exclusive of SELPA Financial Activities (Fund 01.1): 
 

§ The District receives funding that is designated by the grantee to be utilized for a specific 
purpose. Generally, these funds are to supplement District Baseline Programs and cannot 
be used to pay for general operating costs. As part of the audit process, the District 
contracts with a certified public accountant firm to audit District accounting records to 
ensure compliance with guidelines from granting agencies.   
 

§ The Beginning Fund Balance is reported at $3.1 million. 
 

§ The Ending Fund Balance is estimated to be $3.1 million.  
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Section VII 
Multi-Year Projections  
(2015-16 and 2016-17) 

 
 



Budget Assumptions for 2015-16: 
 
The projections are contingent using baseline data from 2014-15 plus relevant major changes 
itemized below: 
 
Revenue Revisions 
 

§ Decline in funded ADA by 309 
 

§ LCFF Gap Funding is budgeted at 20.68% 
 

§ C-VUSD Growth 5.60% (Pre-enrollment decline) 
 

§ C-VUSD Growth 3.42% (Post-enrollment decline) 
 

§ Update Lottery Funding for enrollment decline 
 

 
Expenditure Revisions 
 

§ Reduction of 4 FTE in certificated staffing for enrollment decline 
 

§ Cost increases for operating costs 
ü Step/Scale/Longevity increases  

 
§ Added General Fund contributions 

ü Special Education 
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Budget Assumptions for 2016-17: 
 
The projections are contingent using baseline data from 2015-16 plus relevant major changes 
itemized below: 
 
Revenue Revisions 
 

§ Decline in funded ADA by 125 
 

§ LCFF Gap Funding is budgeted at 25.48% 
 

§ C-VUSD Growth 5.78% (Pre-enrollment decline) 
 

§ C-VUSD Growth 4.87% (Post-enrollment decline) 
 

§ Update Lottery Funding for enrollment decline 
 
Expenditure Revisions 
 

§ Reduction of 4 FTE in certificated staffing for enrollment decline 
 

§ Cost increases for operating costs 
ü Step/Scale/Longevity increases  

 
§ Added General Fund contributions 

ü Special Education 
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Projections for the General Fund: 
 
Summarized in the chart below, is a recap of projected revenues, expenditures and fund balance 
totals for the current year and subsequent two years. These totals incorporate revenues, 
expenditures and reserves for Fund 01.0 (General Fund) and Fund 01.1 SELPA Trust Fund.  
 
 
 
 

 
First Interim Projected Projected 

 
2014-15 2015-16 2016-17 

Beginning Fund Balance $19,244,230  $13,275,127  $12,936,143  

Audit Adjustment/Restatement       

Revised Fund Balance $19,244,230  $13,275,127  $12,936,143  

        

Annual Revenues (includes other financing sources) $121,516,821  $125,686,632  $130,986,605  

Annual Expenditures (includes other financing sources) $127,485,924  $126,025,616  $128,105,541  

Changes in Fund Balance ($5,969,103) ($338,985) $2,881,063  

        

Projected Ending Fund Balance $13,275,127  $12,936,143  $15,817,206  

I. Unavailable Reserves: $5,883,052  $5,766,356  $5,193,347  

1.)      Nonspendable:       

1.     Revolving Cash $35,000  $35,000  $35,000  

2.     Inventory $56,737  $56,737  $56,737  

2.)      Restricted Program Balances $5,791,315  $5,674,619  $5,101,610  

3.)      Assigned    $                     -  $                     -   

II.   Total Unrestricted Fund Balance $7,392,076  $7,169,787  $10,623,859  

1.)      Reserve for Economic Uncertainty (3%) $3,867,486  $3,823,678  $3,886,976  

2.)  Available Reserves (See Footnote) $3,524,590  $3,346,109  $6,736,883  

III. Available Reserves (Unrestricted Fund) 5.80% 5.69% 8.29% 
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Section VIII 
Budget Reports 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

Section IX   
State Forms 
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