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Interim Superintendents Henke and Pell:

In April 2010, the Montebello Unified School District entered into an agreement with the Fiscal
Crisis and Management Assistance Team (FCMAT) for a fiscal review of the district. Specifically, the
agreement states that FCMAT will perform the following:

1. Review the district’s 2009-10 general fund budget and provide a multiyear financial
projection for the current and two subsequent fiscal years utilizing the district’s second
interim financial report as the baseline for the projection. The MYFP will include a cash
flow component for the same time period to project the district’s cash balances at the
end of the each fiscal year. The MYFP and cash flow analysis will also include the impact
of other funds including alternative strategies for cash management from both internal
and external sources.

2. The FCMAT team will validate the district’s budget assumptions and provide recom-
mendations for expenditure reductions or revenue enhancements to assist the district in
maintaining their financial solvency under AB 1200.

This report contains the study team’s findings and recommendations. Thank you for allowing us to
serve you, and please give our regards to all the employees of teh Montebello Unified School District.

Sincerely,

Joel D. Montero
Chief Executive Officer

FCMAT
Joel D. Montero, Chief Executive Officer
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Foreword

FCMAT Background

The Fiscal Crisis and Management Assistance Team (FCMAT) was created by legislation in
accordance with Assembly Bill 1200 in 1992 as a service to assist local educational agencies in
complying with fiscal accountability standards.

AB 1200 was established from a need to ensure that local educational agencies throughout
California were adequately prepared to meet and sustain their financial obligations. AB 1200 is
also a statewide plan for county offices of education and school districts to work together on a
local level to improve fiscal procedures and accountability standards. The legislation expanded
the role of the county office in monitoring school districts under certain fiscal constraints to
ensure these districts could meet their financial commitments on a multiyear basis. AB 2756
provides specific responsibilities to FCMAT with regard to districts that have received emergency
state loans. These include comprehensive assessments in five major operational areas and periodic
reports that identify the district’s progress on the improvement plans.

Since 1992, FCMAT has been engaged to perform nearly 700 reviews for local educational
agencies, including school districts, county offices of education, charter schools and community
colleges. Services range from fiscal crisis intervention to management review and assistance.
FCMAT also provides professional development training. The Kern County Superintendent of
Schools is the administrative agent for FCMAT. The agency is guided under the leadership of
Joel D. Montero, Chief Executive Officer, with funding derived through appropriations in the
state budget and a modest fee schedule for charges to requesting agencies.

% Study Agreements by Fiscal Year
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Total Number of Studies.................... 743
Total Number of Districtsin CA........1,050

Management Assistance 705 (94.886%)
Fiscal Crisis/Emergency 38 (5.114%)

Note: Some districts had multiple studies.

Eight (8) districts have received emergency loans from the
state.

(Rev. 12/8/09)
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Introduction

Background

Located in Los Angeles County, the Montebello Unified School District has a five-member
elected governing board and serves approximately 32,744 students in kindergarten through
twelfth grade. The district has 16 elementary schools, two K-8 schools, six intermediate schools,
three comprehensive high schools, one alternative high school and a community day school.
The district also offers an adult education program. Student enrollment increased from 1995-96
through 2004-05, but has declined each fiscal year since.

Approximately 34% of the district’s students are English learners and 86% are eligible for free
and reduced-price meals. According to the 2009 Adequate Yearly Progress (AYP) Report, the
district has been in program improvement (PI) since 2004-05. Schools and local educational
agencies that do not make AYP are identified as PI under the federal Elementary and Secondary
Education Act (ESEA). The ESEA requires all states to implement statewide accountability
systems based on state standards in reading and mathematics, annual testing for all students

in grades three through eight, and annual statewide progress objectives with the goal that all
students achieve proficiency by 2013-14. Schools and districts that fail to make AYP toward
proficiency goals are subject to improvement and corrective-action measures.

The district passed a $92 million general obligation bond measure in 1998 and a $98 million
bond measure in 2004 to help provide funding to renovate and build school facilities.

In April 2010, the Fiscal Crisis and Management Assistance Team (FCMAT) entered into an
agreement with the district for management assistance. The study agreement specifies that
FCMAT will complete the following:

1. Review the district’s 2009-10 general fund budget and provide a multiyear financial
projection for the current and two subsequent fiscal years utilizing the district’s
second interim financial report as the baseline for the projection. The MYFP will
include a cash flow component for the same time period to project the district’s
cash balances at the end of each fiscal year. The MYFP and cash flow analysis will
also include the impact of other funds including alternative strategies for cash
management from both internal and external sources.

2. The FCMAT team will validate the district’s budget assumptions and provide
recommendations for expenditure reductions or revenue enhancements to assist the
district in maintaining their financial solvency under AB 1200.

Study Team

The FCMAT study team was composed of the following members:

Anthony Bridges Diane Branham
FCMAT Deputy Executive Officer FCMAT Fiscal Intervention Specialist
Bakersfield, California Bakersfield, California
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Debi Deal, CFE John Von Flue
FCMAT Fiscal Intervention Specialist FCMAT Fiscal Intervention Specialist
Los Angeles, California Bakersfield, California

Leonel Martinez
FCMAT Public Information Specialist
Bakersfield, California

Study Guidelines

FCMAT visited the district on April 14-16, 2010 to conduct interviews, collect data and review
documentation. This report is the result of those activities and is divided into the following
sections:

* Executive Summary
* Multiyear Financial Projections
* Cash Flow Projections

e Appendix
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Executive Summary

Multiyear Financial Projections

Multiyear financial projections (MYFDs) help local education agencies make more informed deci-

sions and forecast the effect of current decisions. Projections should be a part of annual budget

development and should be evaluated and updated during each interim financial reporting

period and before any significant budget adjustments, such as salary increases.

In developing and implementing the multiyear financial projection, the district’s primary objec-

tives are to achieve and sustain a balanced budget, improve academic achievement and maintain

local governance. The financial crisis at the state and national levels makes it an especially
challenging time financially for educational agencies statewide. The 2008-09 and 2009-10
state budget acts and the governor’s 2010 May Revise included significant cuts to the education
budget. This situation requires local governing boards to make extremely difficult decisions to

balance the budget and remain fiscally solvent.

FCMAT’s multiyear financial projection indicates that the district w7/ not meet its reserve
requirement in 2011-12. Following is a summary of FCMAT’s projections for the district’s unre-
stricted resources. The district faces substantial fiscal challenges that will require the governing

board and administration to make and implement difficult decisions immediately based on the

state’s budget crisis.

Multiyear Financial Projection Summary

General Fund

Unrestricted Resources Only

Description
Total Revenues
Total Expenditures
Total Other Financing Sources/Uses
Net Increase (Decrease) in Fund Balance
Fund Balance:
Beginning Balance
Audit Adjustments
Other Restatements
Total Ending Balance
Components of Ending Fund Balance:
Revolving Cash
Stores
Other Designations
2% Reserve Requirement/3% (2011-12)

Undesignated/Unappropriated

2009-10
$177,742,280
161,832,508
-24,260,767

-8,350,995

36,042,199
-1,901,985
-16,686

25,772,533

253,000
644,000
2,377,042
5,598,148
$16,900,343
$0

2010-11
$171,004,561
160,302,576
-25,066,149

-14,364,164

25,772,533
0
0

11,408,369

253,000
644,000

0

5,415,019
$5,096,350
$0

2011-12
$171,067,706
168,037,900
-29,728,607

-26,698,801

11,408,369
0
0

-15,290,432

253,000
644,000

0

8,110,069

$0
-$24,297,501
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execurive summary

One of FCMAT’s primary concerns in projecting and evaluating the district’s financial solvency
is the continued use of multiple financial software applications. The district utilizes two financial
accounting systems, PeopleSoft and GEMS, which are not fully integrated for accounting and
financial reporting purposes. Comparative budget reports indicate that actual payroll costs

are generally reconciled between the two systems one month in arrears. PeopleSoft is used to
transmit employee salary and benefit information to the Los Angeles County Office of Education
that also operates with the PeopleSoft financial accounting software. The GEMS system is used
to process commercial warrants, record detailed year-to-date accounting transactions and budget
information, and prepare customized reports, a capability reportedly lacking with the PeopleSoft
system. The financial and accounting information stored in each system must be downloaded

to the other, and the systems must be manually balanced each month through a series of journal
entries that are extremely labor intensive. The process is similar to a year-end closing in that

it requires staff to review and adjust all accounts on a monthly basis between two financial
accounting systems to ensure that they accurately reflect the activities for the fiscal year to date.

FCMAT strongly recommends that the district make the full transition to the PeopleSoft finan-
cial and accounting software and eliminate the duplicative processes, reporting requirements
and unnecessary journal entries to maintain and balance two financial accounting systems. As
the district’s budget continues to be reduced and experienced personnel begin to exit from the
district, the loss of historical knowledge and technical expertise to balance two systems will only
become more difficult to manage for the business office.

Cash Flow Projections

The purpose of a cash flow statement is to project the timing of receipts and expenses so that an
organization can understand its cash flow needs. The cash flow statement reflects the district’s
ability to meet its payroll and other financial obligations to sustain the district’s financial solvency
and avoid state intervention.

In determining the district’s monthly or annual cash position, it is extremely difficult to reconcile
the recording of cash receipts, expenditures and general ledger accounts due to the continued

use of multiple financial accounting systems. As an example, the district pays certificated staff on
the first of each month, but these transactions are not posted from the PeopleSoft system to the
GEMS system until the end of the month. Without transactions fully posted on a daily basis,
the staff is required to manually combine financial information from both financial accounting
systems to properly track the district’s cash flow requirements. For a district payroll that often
exceeds $21 million dollars a month, this is extremely problematic, time consuming and requires
the district to incur unnecessary labor costs.

Based on the continued and increased cash deferrals included in the state’s 2009-10 budget,
including deferrals equaling 25% of the current year funding into 2010-11 and additional defer-
rals enacted by the legislature and signed by the governor in March 2010, it is imperative that
the district monitor its current year and subsequent year cash flow at least monthly and carefully
monitor its annual budget to ensure that expenditures do not exceed revenues.

The cash flow projections prepared by FCMAT for the remainder of 2009-10 and the 2010-11
fiscal years reflect a negative ending cash balance of $12.2 million in June 2011. In addition to
closely monitoring cash flow, the district should work with the county office to determine the
borrowing options that are available if funds are needed for cash flow purposes, which includes
the governing board’s prior approval of the issuance of a Tax and Revenue Anticipation Note

(TRAN) of $12 million for the 2010-11 fiscal year.

FiscaL Crisis & MANAGEMENT ASSISTANCE TEAM



I execumive summary

FCMAT compliments the district’s staff in its ability to utilize multiple financial accounting
systems to prepare the statutory financial reports, close and prepare the annual financial state-
ments, and monitor and track the district’s budgetary and general ledger accounts. However,

the process is extremely labor intensive and unnecessary with today’s advanced technology and
software applications that are available to K-12 school districts. The continued use of these
duplicative processes presents the district with the potential for a high margin of error and risk to
its financial solvency.
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Findings and Recommendations

Multiyear Financial Projections

Multiyear financial projections (MYFDs) are required by Assembly Bill (AB) 1200 and AB 2756
and are a part of the adoption budget and interim reporting process. AB 2756 was signed into
law in June 2004 and made substantive changes to the financial accountability and oversight
used to monitor the fiscal position of school districts and county offices. Among other things, AB
2756 strengthened the roles of the superintendent of public instruction (SPI) and county offices

of education and their ability to intervene during fiscal crises, including requesting assistance
from FCMAT.

MYFPs help local educational agencies make more informed decisions and forecast the effect

of current decisions. Projections should be a part of annual budget development and should be
evaluated and updated during each interim financial reporting period and before any significant
budget adjustments, such as salary increases. In developing and implementing the multiyear
financial projections, the district’s primary objectives are to achieve and sustain a balanced
budget, improve academic achievement and maintain local governance. The MYFP helps identify
specific planning milestones that will help the district make decisions.

Financial planning is crucial for every local educational agency, regardless of its size or structure.
Long-term financial planning helps a district strategically align its budget with its instructional
goals and programs. In addition, recognizing financial trends is essential to maintaining a
district’s fiscal health. Reviewing and analyzing year-over-year trends in key budget areas is
helpful in evaluating the district’s budget direction and in highlighting possible areas of concern.

Any forecast of financial data has inherent limitations because calculations are based on certain
economic assumptions and criteria, including changes in enrollment trends, cost-of-living adjust-
ments, forecasts for utilities, supplies and equipment, and changing economic conditions at the
state, federal and local levels. Therefore, the budget projection model should be evaluated as a
trend based on certain criteria and assumptions instead of a prediction of exact numbers.

Local educational agencies throughout the state have been forced to update multiyear assump-
tions and projections several times during the 2008-09 and 2009-10 fiscal years as the state
continues to experience severe revenue declines. Multiyear projections in a time of fiscal insta-
bility can become somewhat less reliable, especially in the subsequent fiscal years, as projected
revenue information from the state may frequently change. However, the MYFP still provides
guidance with decisions that cover several fiscal years, and the district must continue to update
and reassess the ramifications of state-imposed budget adjustments.

To help protect local educational agencies against economic uncertainties, the state requires
school districts with average daily attendance (ADA) of between 30,001 and 400,000 to main-
tain reserves of not less than 2%. Districts with ADAs of between 1,001 and 30,000 must main-
tain reserves for economic uncertainties of not less than 3%. The Montebello Unified School
District’s current reserve requirement is 2%. However, because the district is projected to have
29,919 ADA in 2011-12, the reserve requirement increases to 3% that fiscal year. The increase in
the required reserve amount further increases the district’s negative budget shortfall in 2011-12.
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MULTIVEAR FINANCIAL PROJECTIONS

AB 1200 Oversight

If at any time during the fiscal year a district is unable to meet its financial obligations for

the current or two subsequent fiscal years, or has a qualified or negative budget certification,
the county superintendent of schools is required to notify the district’s governing board and

the state superintendent of public instruction (SPI). The county office is required to follow
Education Code section 42127.6 in assisting a school district in this situation. Assistance may
include assigning a fiscal expert to advise the district on financial issues, conducting a study of
the district’s financial and budgetary conditions and requiring the district to submit a proposal
for addressing its fiscal condition. In the case of a district that does not meet its required reserve
levels, the intent of the MYFP is to assist the county and the district in formulating a plan to
regain fiscal solvency and restore the required ending fund balance.

Regular and frequent budget monitoring becomes critical in times of fiscal uncertainty. The
district will need to ensure that multiyear financial projections are kept up to date and that the
information they contain is accurate and based on the most current assumptions. This is particu-
larly important since economic indicators will change rapidly as California continues to struggle
to balance its budget.

FCMAT has updated the multiyear projections with the latest budget information, including
the governor’s 2010 May Revise. The MYFP developed for this report indicates that the district
will not be able to maintain its required reserve of 3% in the 2011-12 fiscal year. The district faces
substantial fiscal challenges that will require the governing board and administration to make and
implement difficult decisions immediately based on the state’s budget crisis.

State Budget - Overview

The 2008-09 and 2009-10 fiscal years have been unprecedented for California’s local educational
agencies. On February 20, 2009, the governor signed a 17-month budget, Senate Bill (SB) 1,
Chapter 1, Statutes of 2009. This budget is in effect through June 2010 and included revisions
to the 2008-09 budget and approval of the 2009-10 state budget. To address the state’s $41.6
billion budget deficit, state lawmakers reduced expenditures, added new taxes, borrowed money
and offset the difference with federal stimulus funds.

Because of continued decline of the state’s economic condition, the governor called for another
special session in July 2009 to address the additional $24 billion deficit in the state’s budget. On
July 28, 2009, the governor signed a package of bills that amended the 2008-09 and 2009-10
state budgets and included substantial additional cuts to education funding. These cuts included
the following:

* Proposition 98 — In an effort to avoid suspending Proposition 98, the state kept $1.6
billion in 2008-09 unallocated categorical funds and restored this amount in 2009-10,
less funding for High Priority Schools grants that ended in 2008-09. The state then acted
to reduce each district’s 2009-10 revenue limit on a one-time basis by approximately
$253 per 2008-09 ADA.

* Revenue Limit Deficit — The July state budget revisions included an increase in the
revenue limit deficit factor. The 2009-10 deficit is 18.355%. This means that education
will receive approximately 82 cents on the dollar in revenue limit funding. Additionally,
selected state categorical programs have experienced a 19.84% reduction over a two-year

period.

FiscaL Crisis & MANAGEMENT ASSISTANCE TEAM



MU LTIEAR FINANCIAL PROJECTIONS

The 2008-09 and 2009-10 state budget revisions provided local educational agencies with some
flexibility options that allow previously restricted categorical program dollars to be used for any
educational purpose, lower the contribution to the routine restricted maintenance account, and
eliminate the deferred maintenance match. These flexibility options also allow state funding for
the deferred maintenance and adult education programs to be used for any educational purpose.
These flexibility provisions are effective through the 2012-13 fiscal year. The budget revisions
also reduce the penalties for the K-3 Class Size Reduction Program through 2011-12.

Categorical Program Flexibility - SBX3 4 authorizes complete flexibility of approximately 40
categorical programs for any educational purpose. For 2008-09 through 2012-13, these programs
have been reclassified from restricted to unrestricted, and program requirements provided in the
Education Code are not in effect.

FCMAT’s analysis includes categorical flexibility as presented in the district’s 2009-10 second

interim report.

K-3 Class Size Reduction - SBX3 4 established a new schedule of funding reduction percentages
in Education Code Section 52124.3 for classes exceeding 20.44 pupils from 2008-09 through
2011-12. The new schedule provides for reductions to funding as follows:

Schedule of CSR
Funding Reductions

5% 2045 to 21.44
10% 21.45 to 22.44
15% 22.45t022.94
20% 22.95 to 24.94
30% 24.95 or more

Like the previous schedule, funding for classes of more than 20.44 pupils will be calculated based
on a count not to exceed 20 pupils multiplied by the funding rate, less the funding reduction
percentage. The number of funded classes is limited to the total classes included in the district’s
January 31, 2009 application.

Based on information from the district and included in the 2009-10 second interim report,
FCMAT’s MYFP analysis includes K-3 class sizes of 32 with a corresponding penalty of 30% to
K-3 CSR program funding,.

Routine Restricted Maintenance Account Contribution - The contribution to the routine
restricted maintenance account (RMA), required for LEAs participating in the state school
facility program is reduced from 3% to 1% of the total general fund expenditures and other
financing uses for 2008-09 through 2012-13. The July 2009 legislation further exempts districts
with facilities maintained in good repair from the 1% contribution through 2012-13 (Education
Code Section 17070.766).

The district participates in the state school facility program and budgeted approximately $6.1
million at second interim to RMA, resource 8150, in the general fund. FCMAT continued this
contribution in the MYFP analysis absent a formal decision by the board to further utilize the
flexibility option.
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MULTIVEAR FINANCIAL PROJECTIONS

Deferred Maintenance Program - The local matching contribution normally required as a condi-
tion of eligibility for the deferred maintenance basic grant funding is eliminated for 2008-09
through 2012-13. The district’s 2009-10 second interim budget does not include a contribution
to the deferred maintenance fund. Therefore, FCMAT has not included a contribution in its
MYEFP.

In addition to the elimination of the local match requirement, deferred maintenance program
funding is one of the items made flexible by Education Code section 42605 for 2008-09 through
2012-13. State funding for this program is unrestricted for this five-year period and may be used
for any educational purpose. As of the 2009-10 second interim reporting period, the district had
not chosen to utilize this flexibility option; therefore, FCMAT has not included the state funding
for deferred maintenance as unrestricted general fund revenue in its MYFP.

Adult Education Program — The adult education program funding is another flexible item for
2008-09 through 2012-13. Funding is unrestricted for this five-year period and may be used for
any educational purpose. As of the 2009-10 second interim reporting period, the district has not
chosen to utilize this flexibility option; therefore, FCMAT has not included the state funding for
the adult education program as unrestricted general fund revenue in its MYFP.

Transfers of Restricted Balances — SBX3 4 and ABX4 2 provide for the transfer of certain
restricted program balances to the unrestricted general fund balance retroactive to July 1, 2008.

These transfers must occur prior to closing the district’s books for the 2009-10 fiscal year. The
district’s 2009-10 second interim budget comparative report indicates that the affected restricted
balances in the general fund have been moved to the unrestricted general fund. However, the
ending fund balances of $2.141 million in the adult education fund and $2.056 million in the
deferred maintenance fund, which are included in the 2008-09 unaudited actuals report, have
not been transferred to the unrestricted general fund. FCMAT did not include these transfers in
its MYFP analysis since this is a decision that must be made by the local governing board.

Further information regarding the flexibility provisions is located at the following CDE website:
http://www.cde.ca.gov/fg/ac/co/

On May 14, 2010, the governor presented his May Revision for the 2010-11 state budget, which
includes expenditure reductions, revenue shifts and increased federal funding to address the
estimated $19.1 billion state budget shortfall.

The 2010-11 May Revision education budget includes a cost-of-living adjustment (COLA) of
negative 0.39% as well as the ongoing deficit factor of 18.355%. The May Revision also includes
a new ongoing reduction to the undeficited base revenue limit of 3.85% beginning in 2010-11,
which equates to approximately $7.7 million per year for Montebello Unified.

The governor has also signed several bills from the most recent special legislative session
including ABX8 5 and ABX8 14, which include three new K-12 cash deferrals. It is essential for
local education agencies to monitor their spending and cash flow and make reductions as needed
to maintain reserves and weather the state’s fiscal crisis.

Multiyear Financial Projection Method

Local educational agencies use many different software products to prepare MYFPs. For
Montebello Unified’s MYFP, FCMAT used its Budget Explorer web-based MYFP software,
which was designed for California school districts. This tool is available to LEAs free of charge.

FiscaL Crisis & MANAGEMENT ASSISTANCE TEAM



MU LTIEAR FINANCIAL PROJECTIONS

Budget Explorer allows school districts to create and update financial projections by interfacing
with the state’s standardized account code structure (SACS) software or importing data directly
from a district’s financial system. With its comprehensive modeling capabilities, multiyear finan-
cial projections can be produced efficiently, accurately and more rapidly than with conventional
spreadsheets. Budget Explorer can be used to make more informed budget decisions and incor-
porate educational goals and objectives into several financial scenarios. The MYFP utilized in this
document will be available to the district online upon completion of this report.

Multiyear Financial Projection Assumptions

The MYFP prepared by FCMAT uses the district’s 2009-10 second interim financial report and
the corresponding SACS data file as the baseline. FCMAT also used budget assumptions based
on the 2009-10 State Budget Act, the governor’s 2010-11 May Revision and School Services of
California’s (§SC’s) Financial Dartboard assumptions updated in May 2010. FCMAT’s MYFP
excludes any salary increase in the current or projection years beyond the current negotiated
agreement. Included in the projection years are the following assumptions:

 The average cost of step-and-column movement for all contracted salaries and the
associated cost of employer-paid statutory benefits of 1.50% for certificated staff and
1.10% for classified staff.

* An increase of 0% for health and welfare costs in 2010-11 and a 2.10% increase in
2011-12 based on the projected increase to the base revenue limit.

* Increases in general operating expenditures based on the California consumer price index
and the most recent economic indicators.

To verify the base year (2009-10) for the multiyear projection, FCMAT did the following:

* DPrepared spreadsheet pivot tables to compare certificated, classified and management
salary and benefit information budgeted at second interim to position control records
and actual year-to-date salary expense activity to identify variances.

* Compared position control records with the second interim budget by resource and
major object category.

* Reviewed internal and third party support documentation to verify the district’s current
year revenue.

* Reviewed the district’s actual revenue and expenditure detail to identify potential
adjustments in each resource and within major object code sections of the general fund.

In addition to staff interviews, FCMAT used a number of district documents to develop a base-
line and future assumptions for the MYFDP, including the following:

* Letters from the county office regarding conditional approval of the district’s 2009-10
adopted budget and concurrence with the district in its qualified certifications for the
2009-10 first and second interim financial reports.

* Financial system budget comparative reports that correspond to the 2009-10 second
interim report and include 2008-09 actuals and 2009-10 actuals-to-date information,

dated April 7 and April 30, 2010.

* Financial summary reports showing general ledger balance sheet accounts by fund for
2009-10 to analyze cash, accounts receivable and accounts payable.
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12 MULTIVEAR FINANCIAL PROJECTIONS

Revenue-limit worksheets, including all supporting schedules for 2009-10 projections.

Historical enrollment information, including CBEDS data, for the current and prior five
fiscal years, and projections for the subsequent two years.

Period one (P-1), period two (P-2), and annual attendance reports for 2004-05 through
2009-10.

Identification of any one-time revenues, including American Recovery and Reinvestment
Act (ARRA) federal funds, and expenditures included in the 2009-10 second interim
budget.

Long-term debt schedules from the 2008-09 audited financial statements.
The most current collective bargaining agreements for all employee groups.

AB 1200 disclosure documents for the most recent salary settlement for all employee
groups.

Information on the health and welfare cap adjustments as stated in the collective
bargaining agreements.

Independent audit reports for 2007-08 and 2008-09.

The following table includes the economic factors used by FCMAT in completing the district’s
multiyear financial projection:

Multiyear Projection
Rules and Assumptions

Classified COLA Classified COLA % 0.00% 0.00% 0.00%
Certificated COLA Certificated COLA % 0.00% 0.00% 0.00%
Certificated Step % Certificated Staff Step-and-Column Increase % 1.50% 1.50% 1.50%
Classified Step % Classified Staff Step Increase % 1.10% 1.10% 1.10%
CPI California CPI (SSC) 0.80% 2.00% 2.40%
LOT - Restricted California Lottery Restricted (SSC) $14.50 $14.50 $14.50
LOT - Unrestricted California Lottery Unrestricted (SSC) $111.00 $111.00 $111.00
INT Interest Rate Trend for 10-Year Treasuries (SSC)  3.70% 4.00% 4.40%
Net COLA Net Funded Revenue Limit COLA (SSC) -7.64% -0.39% 2.10%
RL Deficit Revenue Limit Deficit K-12 (SSC) 18.355% 18.355%  18.355%
Special Education COLA Special Education COLA (SSC) 0.00% -0.38% 2.10%
Categorical COLA State Categorical COLA (SSC) 4.25% -0.38% 2.10%
Statutory COLA Statutory COLA (SSC) 4.25% -0.39% 2.10%
Health and Welfare % Health and Welfare Benefit Increase 0.00% 0.00% 2.10%
Tier | Tier | Programs 0.00% 0.00% 2.10%
Tier Il Tier Il Programs -4.46% -0.38% 2.10%
Tier Il Tier Il Programs -4.46% -0.38% 2.10%

Based on SSC’s Financial Dartboard dated May 2010 and district estimates.
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Multiyear Financial Projection Analysis

An MYFP’s primary purpose is to project the district’s budget over several fiscal years using
budget assumptions that allow the district to achieve and sustain a balanced budget and meet the
required minimum reserve for economic uncertainties.

To evaluate the multiyear projection, attention is focused on the district’s ability to meet its
reserve requirement in each fiscal year and demonstrate a positive, unappropriated fund balance.
FCMAT has analyzed all funding sources and expenditure categories by resource. When the
unappropriated fund balance is negative, the deficit balance is the amount by which the budget
must be reduced under AB 1200 guidelines. The unrestricted general fund summary below indi-
cates that, without substantial expenditure reductions or revenue enhancements, the district will
have a negative fund balance in the 2011-12 fiscal year.

FCMAT’s MYFP indicates that the district wil/ nor meet its recommended reserve requirement in
2011-12 without a detailed plan to increase revenue and/or reduce expenditures and cease deficit
spending. The district’s enrollment is projected to decrease during the next several fiscal years, as
discussed later in this report, compounding the district’s current financial situation.

To protect the district’s financial solvency and eliminate the projected $24.3 million shortfall in
2011-12, the district will need to begin preparing immediately for a period of fiscal instability. To
balance the budget, the district will need to make difficult choices about which expenditures and
programs will continue to be funded and which will be scaled back, reconfigured or eliminated.
The district should take immediate actions to address the projected budget shortfall.

Unrestricted General Fund

The district’s general fund budget is a combination of unrestricted general purpose dollars and
restricted grants and categorical funding. When analyzing the district’s budget, much attention
is focused on the unrestricted budget in particular the unappropriated ending fund balance. The
unrestricted budget is projected to have a shortfall in the general fund operating budget in 2011-
12. The following table demonstrates that the district is in financial crisis:
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MYFP Unrestricted General Fund Summary

Revenue Limit Sources

Federal Revenues

Other State Revenues

Other Local Revenues

Total Revenues

8010 - 8099
8100 - 8299
8300 - 8599
8600 - 8799

$152,282,409.52
$568,234.00
$23,115,441.00
$1,776,195.00
$177,742,279.52

$149,966,941.57
$556,869.32
$18,904,749.75
$1,576,000.00
$171,004,560.64

$150,069,122.81
$546,344.49
$18,876,238.87
$1,576,000.00
$171,067,706.17

Certificated Salaries
Classified Salaries
Employee Benefits

Books and Supplies

Services and Other Operating

Capital Outlay
Other Outgo

Direct Support/Indirect Cost

Debt Service

Total Expenditures

1000 - 1999
2000 - 2999
3000 - 3999
4000 - 4999
5000 - 5999
6000 - 6900
7000 - 7299
7300 - 7399
7430 - 7439

Excess (Deficiency) of Revenues Over Expenditures

$90,701,916.00
$21,114,614.00
$37,464,993.00
$2,637,801.00
$10,711,996.00
$1,961,316.00
$10,000.00
($4.924,763.36)
$2,154,635.00
$161,832,507.64
$15,909,771.88

$89,878,990.43
$23,430,134.27
$42,457,427.93
$3,006,320.19
$9,750,023.33
$1,422,681.00
($7,609,653.00)
($3,099,951.00)
$1,066,603.00
$160,302,576.15
$10,701,984.49

$89,674,647.82
$23,687,865.75
$42,742,223.47
$2,513,846.25
$10,146,757.21
$1422,681.00
$10,444.80
($3,090,282.00)
$929,716.00
$168,037,900.30
$3,029,805.87

Interfund Transfers In 8900 - 8929 $0.00 $0.00 $0.00

Interfund Transfers Out 7600 - 7629 $60,000.00 $60,000.00 $60,000.00

All Other Financing Sources 8930 - 8979 $0.00 $0.00 $0.00

All Other Financing Uses 7630 - 7699 $0.00 $0.00 $0.00

Contributions 8980 - 8999 ($24,200,767.00) ($25,006,148.46) ($29,668,607.08)
Total Other Financing Sources\Uses ($24,260,767.00) ($25,066,148.46) ($29,728,607.08)

Net Increase (Decrease) in Fund Balance ($8,350,995.12) ($14,364,163.97) ($26,698,801.21)

Beginning Fund Balance 9791 $36,042,199.39 $25,772,533.27 $11,408,369.30
Audit Adjustments 9793 ($1,901,985.00) $0.00 $0.00

Other Restatements 9795 ($16,686.00) $0.00 $0.00

Adjusted Beginning Fund Balance $34,123,528.39 $25,772,533.27 $11,408,369.30
Ending Fund Balance $25,772,533.27 $11,408,369.30 ($15,290,431.91)

Reserved Balances 9700 $0.00 $0.00 $0.00
Revolving Cash 9711 $253,000.00 $253,000.00 $253,000.00
Stores 9712 $644,000.00 $644,000.00 $644,000.00
Prepaid Expenditures 9713 $0.00 $0.00 $0.00
Other Prepay 9719 $0.00 $0.00 $0.00
General Reserve 9730 $0.00 $0.00 $0.00
Legally Restricted Balance 9740 - 9759 $0.00 $0.00 $0.00
Economic Uncertainties Percentage 2% 2% 3%
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Designated for Economic Uncertainties 9770 $5,598,148.26 $5,415,019.28 $8,110,068.69
Designated for the Unrealized Gains of
Investments and Cash in County Treasury e g g 200
Other Designated 9780 $2,377,042.00 $0.00 $0.00
Undesignated/Unappropriated 9790 $16,900,343.01 $5,096,350.02 $0.00
Negative Shortfall 9790 $0.00 $0.00 ($24,297,500.60)

Restricted General Fund

The district has more than 50 restricted federal, state and local programs. Other than routine
restricted maintenance, home-to-school transportation, special education, and special education
transportation, six programs require a contribution from the district’s unrestricted general fund
in the 2009-10 MYFP. In addition, encroachment is projected to increase each fiscal year.

The district should carefully review all contributions and ensure all restricted programs are self-
sustaining. The only exceptions should be the restricted routine maintenance, special education,
and home-to-school and special education transportation programs. The special education and
transportation programs typically have insufficient state and federal funding support, and state/
federal funding is not specifically provided for routine restricted maintenance. The following
table shows the district’s projected restricted general fund budget.

MYFP Restricted General Fund Summary

Revenue Limit Sources 8010 - 8099 $5,980,274.00 $5,838,172.93 $5,848,116.50
Federal Revenues 8100 - 8299 $54,354,306.45 $32,729,790.19 $32,107,800.41
Other State Revenues 8300 - 8599 $21,351,084.86 $19,996,259.69 $20,006,437.40
Other Local Revenues 8600 - 8799 $15,132,490.00 $12,892,008.50 $12,685,168.23
Total Revenues $96,818,155.31 $71,456,231.31 $70,647,522.54

Certificated Salaries 1000 - 1999 $44,447,893.11 $35,393,522.43 $35,923,835.73
Classified Salaries 2000 - 2999 $22,515,765.00 $20,680,178.91 $20,907,660.87
Employee Benefits 3000 - 3999 $22,089,698.67 $20,278,245.39 $20,612,723.23
Books and Supplies 4000 - 4999 $7,184,087.72 $6,588,129.95 $4,807,340.96
Services and Other Operating 5000 - 5999 $14,565,722.73 $14,634,207.57 $14,754,241.77
Capital Outlay 6000 - 6900 $1,378,893.63 $1,147,543.63 $1,147,543.63
Other Outgo 7000 - 7299 $1,933,755.00 $9,592,283.10 $2,019,768.42
Direct Support/Indirect Cost 7300 - 7399 $3,605,259.36 $1,780,447.00 $1,770,778.00
Debt Service 7430 - 7439 $293,830.00 $293,830.00 $293,830.00
Total Expenditures $118,014,905.22 $110,388,387.98 $102,237,722.61

Excess (Deficiency) of Revenues Over
Expenditures

($21,196,749.91)

($38,932,156.67

($31,590,200.07)

Interfund Transfers In
Interfund Transfers Out
All Other Financing Sources

All Other Financing Uses

8900 - 8929
7600 - 7629
8930 - 8979
7630 - 7699

$1,000,000.00
$0.00
$0.00
$0.00

$0.00
$0.00
$0.00
$0.00

$0.00
$0.00
$0.00
$0.00
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Contributions 8980 - 8999 $24,200,767.00 $25,006,148.46 $29,668,607.08
Total Other Financing Sources\Uses $25,200,767.00 $25,006,148.46 $29,668,607.08
Net Increase (Decrease) in Fund Balance $4,004,017.09 ($13,926,008.21) ($1,921,592.99)

Beginning Fund Balance 9791 $19,832,481.96 $26,525,564.05 $12,599,555.84
Audit Adjustments 9793 $2,689,065.00 $0.00 $0.00
Other Restatements 9795 $0.00 $0.00 $0.00
Adjusted Beginning Fund Balance $22,521,546.96 $26,525,564.05 $12,599,555.84

Ending Fund Balance $26,525,564.05 $12,599,555.84 $10,677,962.85

Reserved Balances 9700 $0.00 $0.00 $0.00
Revolving Cash 9711 $0.00 $0.00 $0.00
Stores 9712 $0.00 $0.00 $0.00
Prepaid Expenditures 9713 $0.00 $0.00 $0.00
Other Prepay 9719 $0.00 $0.00 $0.00
General Reserve 9730 $0.00 $0.00 $0.00
Legally Restricted Balance 9740 - 9759 $26,525,564.05 $12,599,555.84 $10,677,962.85

Designated for Economic Uncertainties 9770 $0.00 $0.00 $0.00

Designated for the Unrealized Gains of

Investments and Cash in County Treasury 775 $0.00 $0.00 $0.00
Other Designated 9780 $0.00 $0.00 $0.00
Undesignated/Unappropriated 9790 $0.00 $0.00 $0.00
Negative Shortfall 9790 $0.00 $0.00 $0.00

Unrestricted and Restricted General Fund

The combined unrestricted and restricted general fund shows a fund balance shortfall in the
2010-11 fiscal year. Contributing to this shortfall is a deficit of 18.355% each fiscal year, a one-
time reduction of $252.99 per ADA in 2009-10 and an ongoing reduction of 3.85% to the base
revenue limit beginning in 2010-11. The district also experienced significant funding reductions
to several state categorical programs and is declining in student enrollment.

MYFP Combined Unrestricted and Restricted General Fund Summary

Revenue Limit Sources 8010 - 8099 $158,262,683.52 $155,805,144,50 $155,917,239.31
Federal Revenues 8100 - 8299 $54,922,540.45 $33,286,659.51 $32,654,144.90
Other State Revenues 8300 - 8599 $44,466,525.86 $38,901,009.44 $38,882,676.27
Other Local Revenues 8600 - 8799 $16,908,685.00 $14,468,008.50 $14,261,168.23
Total Revenues $274,560,434.83 $242,460,791.95 $241,715,228.71

Certificated Salaries 1000 - 1999 $135,149,809.11# $125,272,512.86 $125,598,483.55
Classified Salaries 2000 - 2999 $43,630,379.00 $44,110,313.18 $44,595,526.62
Employee Benefits 3000 - 3999 $59,554,691.67 $62,735,673.32 $63,354,946.70
Books and Supplies 4000 - 4999 $9,821,888.72 $9,594,450.14 $7,321,187.21
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Services and Other Operating 5000 - 5999 $25,277,718.73 $24,384,230.90 $24,900,998.98
Capital Outlay 6000 - 6900 $3,340,209.63 $2,570,224.63 $2,570,224.63
Other Outgo 7000 - 7299 $1,943,755.00 $1982,630.10 $2,030,213.22
Direct Support/Indirect Cost 7300 - 7399 ($1,319,504.00) ($1,319,504.00) ($1,319,504.00)
Debt Service 7430 - 7439 $2,448,465.00 $1,360,433.00 $1,223,546.00
Total Expenditures $279,847,412.86 $270,690,964.13 $270,275,622.91
SR GO ($5,286,978.03) ($28,230,172.18) ($28,560,394.20)

Interfund Transfers In 8900 - 8929 $1,000,000.00 $0.00 $0.00
Interfund Transfers Out 7600 - 7629 $60,000.00 $60,000.00 $60,000.00
All Other Financing Sources 8930 - 8979 $0.00 $0.00 $0.00
All Other Financing Uses 7630 - 7699 $0.00 $0.00 $0.00
Contributions 8980 - 8999 $0.00 $0.00 $0.00
Total Other Financing Sources\Uses $940,000.00 ($60,000.00) ($60,000.00)
Net Increase (Decrease) in Fund Balance ($4,346,978.03) ($28,290,172.18) ($28,620,394.20)

Beginning Fund Balance 9791 $55,874,681.35 $52,298,097.32 $24,007,925.14
Audit Adjustments 9793 $787,080.00 $0.00 $0.00
Other Restatements 9795 ($16,686.00) $0.00 $0.00
Adjusted Beginning Fund Balance $56,645,075.35 $52,298,097.32 $24,007,925.14
Ending Fund Balance $52,298,097.32 $24,007,925.14 ($4,612,469.06)

Reserved Balances 9700 $0.00 $0.00 $0.00
Revolving Cash 9711 $253,000.00 $253,000.00 $253,000.00
Stores 9712 $644,000.00 $644,000.00 $644,000.00
Prepaid Expenditures 9713 $0.00 $0.00 $0.00

Other Prepay 9719 $0.00 $0.00 $0.00

General Reserve 9730 $0.00 $0.00 $0.00

Legally Restricted Balance 9740 - 9759 $26,525,564.05 $12,599,555.84 $10,677,962.85
Economic Uncertainties Percentage 2% 2% 3%

Designated for Economic Uncertainties 9770 $5,598,148.26 $5,415,019.28 $8,110,068.69
Other Designated 9780 $2,377,042.00 $0.00 $0.00
Undesignated/Unappropriated 9790 $16,900,343.01 $5,096,350.02 $0.00
Negative Shortfall 9790 $0.00 $0.00 ($24,297,500.61)

Enrolilment and Average Daily Attendance

The FCMAT study team reviewed the district’s enrollment and ADA trends for 2004-05 through
2009-10. The review compared the October California Basic Educational Data System (CBEDS)
student enrollment count to the April second period J18-19 (P-2) ADA report. Enrollment

and average daily attendance (ADA) projections play a crucial role in a school district’s budget
planning. The number of students enrolled provides a basis to identify staffing and facility needs
and provides a target for obtainable ADA. Average daily attendance drives most of the district’s
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revenue sources and determines other fiscal health indicators, including required reserves. Through
proper tracking and analysis of enrollment and ADA, the district can more accurately project future
revenues, control staffing and expenditures, and plan accordingly to maintain fiscal solvency.

Any enrollment forecast has inherent limitations because it is based on certain criteria and
assumptions rather than on exact calculations. Limitations include issues such as the unpredict-
able timing of housing trends, unanticipated changes in enrollment trends, and changing state,
federal and local economic conditions. Therefore, the cohort forecasting model should be viewed
as a trend based on certain criteria and assumptions rather than as a prediction of exact numbers.
To maintain the most accurate and meaningful data, the projection should be updated at least at
each interim financial reporting period.

FCMAT has projected a decrease in the district’s enrollment in each of the two subsequent years.
Proper enrollment tracking and analysis of ADA are essential to providing a solid foundation

for budget planning. When enrollment and ADA are flat or declining, the district must exercise

extreme caution regarding budgetary issues such as negotiations, staffing and deficit spending to

ensure fiscal solvency. Diligent planning will enable the district to better understand its financial
objectives and strategies to sustain financial solvency.

Methodology

The cohort survival technique is the most frequently used method of preparing school enroll-
ment forecasts. The basic premise is that percentages are calculated from the historical enrollment
data to determine a reliable percentage of increase or decrease in enrollment between any two
grades. For example, if 100 students are enrolled in first grade in 2009-10, and this increased to
104 students in second grade in 2010-11, the percentage of survival would be 104%. Such ratios
are calculated between each pair of grades or years in school over several years. The ratios used

are key factors in projection reliability given the validity of the data at the starting point. The
strength of the ratios lies in the fact that each ratio encompasses the variables that could account
for an increase or decrease in the size of a grade cohort as it moves to the next grade. Each ratio
represents the cumulative effect of factors such as the following:

1. Migration patterns in/out of schools
Retention in the same grade

Changes in school program

Dropouts, interdistrict transfers, etc.
Birthrates (www.cdph.ca.gov/data/statistics)

Residential housing starts

N A e

Charter/private school enrollments

Based on a reasonable set of assumptions for each of these factors, ratios must be indicative of
present/future trends and are determined for each pair of grades or years. To project for the
future, the ratios selected are applied to present enrollment statistics for a predetermined number
of years. If any of these assumptions need to be altered in the future, it is critical that the projec-
tion be updated. This provides an opportunity for the district to plan adequately for any changes
that might occur over time. The cohort enrollment method was utilized for all grade levels with
the exception of the entry grade for kindergarten.
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Kindergarten Enroliment

Birthrate statistics are commonly used to project future kindergarten enrollment. Many factors
influence local student population growth. These include housing construction permits,
including tentative and final map approval for residential and commercial construction.
However, a strong correlation can be made between birthrates and kindergarten enrollment
five years later by using birthrate data from the available zip codes within district boundaries to
project kindergarten enrollment. Birthrate data is readily available by zip code at the California
Department of Public Health website: www.cdph.ca.gov

As enrollment progresses to the start of the fiscal year, projection accuracy can be improved
through analysis of vacancy rates, pre-enrollment, family polling, and local preschool enrollment
data. Census data, when available and current, can also assist with projecting enrollment.

For this study, FCMAT utilized birthrate data divided by the zip codes included in the district’s
student attendance boundaries: 90022, 90040, 90201, 90240, 90640, 90660, 91754, 91755,
and 91770. This data provides total births by zip code for each year from 1998 through 2008.

Zip\Year 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

90022 1513 1414 1463 1537 1435 1471 1373 1419 1429 1360 1348

90040 228 209 214 164 205 218 255 214 206 251 242

90201 2513 2474 2512 2376 2352 2337 2288 2245 2076 2119 2050

90240 362 311 336 334 348 353 307 316 315 352 312

90640 1105 1065 1080 1023 1075 99l 1044 1014 959 1000 948

91754 463 429 425 366 434 409 384 384 352 432 355

91755 306 321 338 294 286 309 291 290 300 306 310

91770 955 1017 994 939 892 908 88l 849 828 877 832

90660 1l 1146 1106 1007 1081 979 1010 1070 993 1037 978

8556 8386 8468 8040 8108 7975 7833 7801 7458 7734 7375

Kinder enrollment actual projected
2661 2589 2415 2231 2230 2117 2246 2192 2085 2155 2056
% = # of births in birth year to # enrollment (birth year + 5 years) Weighted avg

31.1010%  30.8729%  28.5191%  27.7488%  27.5037%  26.5455%  28.6736%  28.1038% 27.9524%  27.8702%  27.8718%

Births

8800
8600
8400
8200
8000
7800
7600
7400
7200
7000

1988 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

W Births
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The birthrate data extracted from the California Department of Public Health shows a steady
decline in birthrates for the area serviced by the district. As an example of the affect on the
district’s kindergarten enrollment, the 2001 decrease in birthrates resulted in a corresponding
drop in kindergarten enrollment five years later. Based on the correlation analysis between birth-
rates and kindergarten enrollment provided in the above chart, the same trend in kindergarten
enrollment is projected to occur five years after the birthrate decline in each of the successive
years.

Comparing actual kindergarten enrollment each year at Montebello Unified to the birthrates
five years earlier can assist in the projection of future kindergarten populations. For example,
birthrate data for 1998 indicates there were 8,556 births in the district-serviced zip codes. Five
years later, kindergarten enrollment was 2,661 students or 31.101% of the births five years prior.
Following this calculation year by year, the kindergarten enrollment varies between 31.1% and
26.5% of prior births.

A weighted average is a technique used to prepare projections. This technique considers all data
available within a significant period and weights each year, the most recent year receiving greater
significance and this significance diminishing with the previous years. For example, seven years
of historical data was available for FCMAT’s calculations. Current-year data was weighted as
seven times the enrollment percentage, the prior year was weighted as six times the enrollment
percentage (current year — 1 = 6), the year before was weighted as five times the enrollment
percentage (current year - 2 = 5), and so on.

This weighted average calculation yields kindergarten enrollment projections of 2,192 for 2010-
2011 and 2,085 for 2011-2012.

Enrollment
2900

2700

2500 -

2300 Enrollment

2100 + - —

1900 -

1700 -

1500 T T T T T T T T T 1
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Other methods of projection include: 1) averaging all birthrate—to-enrollment ratios from all
the years’ data, and 2) using the most recent year birthrate-to-enrollment data. Both methods
yield different, more optimistic, results than the weighted average. The averaging method yields
a projection of 2,233 kindergartners in 2010 and 2,135 in 2011. The recent-year method yields
a projection of 2,190 kindergartners in 2010 and 2,094 in 2011. Neither of these methods is
recommended unless the district has no other student data or information available.

FiscaL Crisis & MANAGEMENT ASSISTANCE TEAM



MU LTIEAR FINANCIAL PROJECTIONS

FCMAT recommends using the weighted-average method, which more accurately considers
changing influences on the enrollment of kindergartners. The results from the weighted average
method will be used in the projections for this study.

First-through-Twelfth-Grade Enroliment

The cohort survival technique is frequently used to prepare school enrollment forecasts.
Historical enrollment in a grade is correlated to the following year enrollment in the successive
grade and a relationship is established between the two grades. This relationship becomes a reli-
able indicator of enrollments through future years. The strength of the relationship produces a
ratio that encompasses the various individual variables that influence the size of the grade cohort
as it progresses through each grade.

The ratios used to project future enrollment outcomes are based on prior historical experience.
They must be indicative of present and future trends and other enrollment influencing factors.
If the set of assumptions and factors changes, it is critical that the projections be altered to reflect
their influence.

Average Daily Atendance

ADA is used to calculate the district’s revenue limit and many other revenue sources. District
revenue limit apportionments are based on the greater of current or prior year P-2 ADA. ADA is
projected in this multiyear financial projection as a percentage of enrollment based on prior-year

ADA percentages. As enrollment has declined, so has Montebello Unified’s ADA.

The following charts show the district’s historical trends and include FCMAT’s projections for
enrollment and ADA:
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Enrollment and

ADA

vA W — R

Subtotal (K - 5)

6

7

8

Subtotal (6 - 8)

9

10

I

12

Subtotal (9 - 12)
Ungraded Elementary
Ungraded Secondary
Subtotal Excluding
Charter Schools
Charter Schools (to

2,589
2,748
2,688
2,790
2913
2,841

16,569

2,904
2,853
2,868
8,625
3,043
2,657
2,639
2,467

10,806

36,000

calculate in-lieu property 0

taxes)

Total

P2ADA

Excluding Charter Schools

Charter Schools (to

36,000

Historical 5

2004 -
34,264.86

calculate in-lieu property 0.00

taxes)
COE CommSchs/SpEd

Total

Enrollment Factors

116.96
34,381

05

.82

Historical 5
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Excluding Charter Schools  0.9518

Charter Schools (to

calculate in-lieu property

taxes)
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0.0000
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2,439
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2,357
14,241
2,657
2,723
2,791
8,171
2,906
2,818
2,708
2,649
11,081
0

0

33,493

33,493

Historical 2
2007 - 08

31,795.92
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Enrollment and ADA Trends

Further examination of current trends goes beyond the district’s overall declining enrollment and

ADA.

Birthrate reduction to kindergarten enrollment reduction: The 2000 to 2001
reduction of 428 births resulted in a kindergarten enrollment reduction of 184 students
in 20006 as reflected in the above charts. It can be anticipated that the 2005 to 2006
reduction of 343 births may result in a loss of enrollment of 107 kindergarten students
in 2011. If the ratios and trend continue, the 2007 to 2008 reduction of 359 births
may result in a loss of 99 enrolled kindergartners in 2013.

Kindergarten enrollment comparison to graduating or exiting twelfth grade
classes: Prior to 2005-20006, the district’s twelfth-grade graduating class exiting
Montebello Unified was smaller than the kindergarten class entering the district.

This larger enrolling class progressed through the grades with each grade level cohort
carrying larger enrollment and attendance. Since 2005-2006, the trend has reversed
with the current year kindergarten size of 2,246 compared to a graduating class of
2,858. Excluding other factors, this cohort differential trend of 612 students may carry
through the next 12 years.

Grades K-5 compared to 6-12: Enrollment for grades K-5 has declined by 2,699
students over the last five years as compared to the grades 6-12 enrollment decline of
557. The greater decline in the lower grades indicates a growing issue of enrollment
erosion.

Enrollment impact on reserves for economic uncertainty: Districts like Montebello
Unified that have an ADA of more than 30,000 are required to carry a 2% unrestricted
fund balance reserve to maintain a positive certification. However, districts with an
ADA of 30,000 or less are required to have a 3% reserve to maintain a positive certifi-
cation. Montebello Unified’s ADA trend indicates that it will fall below 30,000 ADA in

the foreseeable future.

New state budget language allows districts to reduce their reserves to one-third of

the previously required levels in fiscal year 2009-10. ABX4 2 (Evans, D-Santa Rosa),
approved by the legislature and signed by the governor on July 28, 2009, provides flex-
ibility regarding the reserve for economic uncertainties. In that bill, school agencies are
allowed to reduce the reserve to one-third of the statutory level in 2009-10. The school
agency is required to make progress toward reinstating the reserve to its statutory level
in 2010-11 and to restore the statutory requirement in 2011-12. However, FCMAT
recommends extreme caution if this option is exercised. FCMAT’s MYFP includes a
reserve of 3% due to the decline in ADA to less than the 30,001 ADA threshold in the
2011-12 fiscal year.

Interdistrict transfers: District records for 2008-2009 indicate that there were 1,394
interdistrict transfers to Montebello Unified and 525 interdistrict transfers from the
district. FCMAT’s enrollment projections assume no change in factors influencing the
current trend in interdistrict transfers. However, recent pressures and proposed actions
for enrollment retention at neighboring districts may reduce the number of interdistrict
transfers to the district. Conversely, completion of the district’s Applied Technology
Center may reduce some of the 176 transfers from grades 9-12, but this has not been
included in FCMAT’s projection.
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California Basic Educational Data System (CBEDS) and
California Longitudinal Pupil Data Achievement System
(CALPADS)

The October 2009 enrollment information provided by the district’s Pupil and Community
Services Department (32,819) did not match the enrollment information provided to CALPADS
(32,989) by the district’s Information Technology Services Department. After adjustments were
made to CALPADS for prekindergarten enrollment (-245), a difference of 75 students remained
between the two reports. The district should review enrollment submittals to ensure proper
counts are made and reported to the California Department of Education (CDE).

Attendance Reporting

The P-2 attendance reporting for 2007-08 included a delayed submission date of July 8, 2008
because of the following reason: “Amended school site reports, Independent Study submitted
after the due date. NPS revised report. Home and Hospital amendments.”

The P-2 attendance reporting for 2008-09 had a submission date of November 6, 2009 with

the following explanation: “When our amendment was filed in September, I failed to notice that
Line A-6 Continuation Education had reduced as well Line A-5 and Independent Study number
was slightly lower due to amended reports received in the last month that impacted the P-1 and
P-2. As well as an incorrect divisor for Continuation Education at the P-2.”

Timely and accurate data submission is important to maintaining compliance and reporting
requirements. The district should develop calendar and communication protocols to ensure
proper data collection and submission as required.

Average Daily Attendance (ADA)

To calculate the district’s revenue limit, district apportionments are based on the greater of
current or prior year P-2 ADA. Because of the district’s historical and projected future trends, this
MYFP utilizes the prior-year ADA to model the forecast.

For the district to manage and sustain the reserves for economic uncertainties, a significant
amount of attention will need to be focused on the ADA projection. The projection for ADA is
only a snapshot of future years and should be adjusted with each monthly attendance report and
all interim reports. Historical and future trends require careful analysis that includes, but is not
limited to, grade-level fluctuations, community day school, county and district special education,
nonpublic schools, and prior-year adjustments.

The district’s attendance percentages as compared to CBEDS enrollment for the fiscal years
2004-05 to the present ranged from 94.19% to 95.35%. As much of the district’s revenue is
driven by ADA apportionment, the district should continue its efforts to maintain and increase
ADA percentages, if possible. Each 1% increase in attendance for projected year 2010-11 could
yield unrestricted funding of approximately $1.6 million.

Adjustment Analysis

Employee salary and benefit costs represent the largest part of a school district’s budget, aver-
aging more than 92% of the unrestricted general fund budget in unified districts throughout
California. FCMAT’s MYFP indicates that 92.2% of the district’s 2009-10 unrestricted general
fund expenditure budget is projected to be used for employee salary and benefit compensation.
Because salaries and benefits account for such a large percentage of the district’s operating budget,
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it is critical to accurately project employee salary and benefit costs. The financial reporting system
should be fully integrated with payroll and budget modules that utilize unique identifying posi-
tion control numbers to properly update the budget at each reporting period.

The district utilizes two accounting systems, PeopleSoft and GEMS, which are not fully inte-
grated for accounting and financial reporting purposes. Comparative budget reports indicate
that actual payroll costs are generally reconciled between the two systems one month in arrears.
PeopleSoft is used to transmit employee salary and benefit information to the Los Angeles
County Office of Education. The GEMS system is used to process commercial warrants, record
detailed year-to-date accounting transactions and budget information, and prepare customized
reports, a capability reportedly lacking with the PeopleSoft system. The information housed in
each system must be downloaded to the other, and the systems must be manually balanced each
month.

The district pays certificated staff on the first of each month, but these transactions are not
posted from the PeopleSoft system to the GEMS system until the end of the month. Without
transactions fully posted to date, the staff is required to manually combine financial information
to properly track the cash flow requirements for a district payroll that often exceeds $21 million
dollars a month. This is extremely problematic.

The district uses the Human Resource System (HRS) to generate payroll and uses the Access
database to store the remaining position control information and for budget development of
salaries and benefits. The county office completes a daily download from HRS to PeopleSoft.
Interviews indicated that audit reports are generated each night, and district staff members
balance HRS and Access quarterly to ensure they match. In its analysis, FCMAT was unable to
match the information in position control to the budget.

According to the district staff, blocks of salaries and benefits were moved to ARRA federal
stimulus one-time funding throughout the current fiscal year once the stimulus funding amounts
were known. Although actual costs were moved, the budget was not. This created large variances
between the general fund resources, making it impossible to rely on position control information
for the multiyear forecast. FCMAT instead used actual salary and benefit information as of April
30, 2010 to extrapolate these calculations to year end and prepare the multiyear forecasts.

The district staff uses this same method for lottery funding. The position control system budgets
lottery positions in the unrestricted general fund. The staff creates offsetting contra accounts that
move budget amounts from the unrestricted general fund to lottery funding. The salaries and
benefits are paid from the unrestricted general fund, but have a placeholder budget in the lottery
resource. At year end, the staff manually moves the actual cost of salaries and benefits for the year
to lottery funding.

The manual movement of financial information can have serious financial implications and
should be avoided. These issues are extremely problematic when trying to ensure that position
control data is accurate for budgeting and payroll purposes. The district should budget and
pay salaries and benefits from the appropriate resource. This would allow the staff to properly
monitor the budget with the actual year-to-date information, match the budget to position
control records and reduce potential errors when moving financial information throughout the
general fund.

Using a slightly different method, special education transportation drivers are paid from the
home-to-school transportation budget and a negative expense is posted in object 5710, transfers
of direct costs. The offsetting expense is then posted in object 5710 in the special education
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transportation budget. The district should record the budget and actual salary and benefits in the
appropriate resource. This will reduce the chance of errors and help with proper state reporting of
district transportation costs.

The payroll staff pays for all teacher substitutes from the unrestricted general fund each month.
Once the payroll is posted, the staff prepares journal entries to move substitute salary and benefit
costs to the appropriate resource. It is labor intensive to identify and manually transfer these
costs to the correct program each month. In an attempt to spend required funds before year

end, managers that are responsible for restricted programs that have carryover limitations run
the risk of overspending budgets if substitute costs are not posted timely. The district should
explore using a different method to charge substitute costs to the correct resource when payroll is

prepared.

FCMAT prepared an analysis of the total unrestricted and restricted resources to align the salary
and benefit budgets to projected spending levels as of June 30, 2010 by utilizing the April 30,
2010 financial file that contained actual year-to-date activity. Budgets were increased or decreased
to the projected 2009-10 spending levels.

The team applied global rules by specific object code to indicate the projected step and/or
column salary increases for 2010-11 and 2011-12. Health and welfare benefits were increased by
the projected funded increase to the base revenue limit each fiscal year: 0% was applied in 2010-
11, and 2.10% in 2011-12. Board-approved budget adjustments were included in the projection
years.

FCMAT moved a total of $16,921,946 in expenses back to the unrestricted general fund and
restricted special education accounts from the 2009-10 ARRA federal stimulus resources in
2010-11. ARRA funds were one-time dollars dedicated to saving jobs in the current fiscal year
and must be spent by September, 2011. Where possible, costs other than salaries and benefits
that were charged to the ARRA resources were eliminated in 2010-11. The table below reflects
the adjustments made in the multiyear projection:

From ARRA From ARRA

Accounts to Unrestricted Accounts to Special

General Fund Education Total
Certificated $ 8,692,002 $ 1,248,041 $ 9,940,043
Classified $ 2,083,259 $ 846,519 $2,929,778
Benefits $ 3,163,589 $ 888,536 $ 4,052,125
Total $ 13,938,850 $ 2,983,096 $16,921,946

FCMAT’s multiyear projection includes the following:

Revenues

Revenue Limit Sources — The district revenue limit for current year is calculated using data
from the governor’s May Revise 2010, SSC’s Financial Dartboard and CDE’s P-1 certification
data. Current factors include the statutory COLA of 4.25% for 2009-10, negative 0.39% for
2010-11 and an estimated COLA of 2.10% for 2011-12. An 18.355% deficit factor is applied
to the revenue limit each year. The projection includes the one-time reduction of $252.99 per
2008-09 ADA in 2009-10 and a 3.85% deficit on the base revenue limit beginning in 2010-11
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as presented in the 2010 May Revise. Based on the state’s current fiscal crisis, the district should
have a contingency plan if the projected 2011-12 COLA is not funded by the state.

Because of declining enrollment and the resulting declining ADA as discussed previously in this
report, prior-year P-2 ADA is used in the revenue-limit calculations.

Federal Revenue — Award letters and allocations were used to project revenues when available.

Forecasting was completed using the SSC dartboard updated from the May Revise 2010 and
projected ADA. In addition, the 2008-09 CAT form was used to add deferred revenue and carry-
over where applicable in 2009-10.

Medi-Cal Administrative Activities (MAA) reimbursements are based on current-year receipts
and adjusted for the projected ADA decline in 2010-11 and 2011-12.

One-time ARRA funding was eliminated in the projection years, and the additional income of
$1,562,368, which was received in 2009-10 to offset the Tier III categorical reductions, was
included.

Title V, Innovative Education Strategies funding was discontinued. The funding for Title IV,
Safe and Drug Free Schools, was eliminated, and the funding for Title II, Part D, Education
Technology, was reduced by 63% in 2010-11.

State Revenue — Award letters and allocations were used to project revenues when available.
MYPEP projections are calculated using the SSC dartboard updated from the May Revise 2010.
The state revenue was adjusted for the COLA of negative 0.38% in 2010-11 and the projected

COLA 0f 2.10% in 2011-12 as well as the projected ADA. In addition the 2008-09 CAT Form
was used to add deferred revenue and carryover where applicable in 2009-10.

FCMAT reduced the supplemental hourly program funding in 2009-10 and the projection years
based on CDE’s 2009-10 P-1 certification data.

Tier III categorical flexibility: The state consolidated 42 separate resources to unrestricted
funding through 2012-13. The COLA associated with these funds is -4.46% for 2009-10, nega-
tive 0.38% for 2010-11, and is projected at 2.10% for 2011-12. Other categorical reductions of
$1,562,368 were imposed and offset in resource 3200.

Class Size Reduction (CSR): The student-teacher ratio for 2009-10 was projected at 24.5:1

with a 20% penalty. Based on information provided by the district, the class-size ratio for years
2010-11 and 2011-12 is projected to be 32.5:1. At that class size, the district will incur a penalty
of 30% of the CSR funding per student. As stated earlier in this report, the funding is also
limited to 20 students per classroom.

Lottery: This is calculated at $111 per annual ADA.
Restricted Lottery (Proposition 20): This is calculated at $14.50 per annual ADA.

Instructional Materials (English Language Learners, Williams Case): Resources 7157 and 7158
were fully expended and closed in 2009-10.

Routine Maintenance Account (RMA): The $1 million contribution from fund 21 was elimi-
nated after 2009-10.

Local Revenue — FCMAT adjusted the interest earnings in 2009-10 based on the amount
received to date and projected collections through the remainder of the fiscal year.
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Local revenue from warehouse, transportation, and facility usage fees were adjusted based on the
receipts to date.

FCMAT’s MYFP anticipates that the following revenue sources will not continue past their
expiration date, or 2009-10 if an award letter was not available:

Agreement Amount Expiration date
Early School Success Program $100,000 June 30, 2010
ROP 71106/71107 $1,567,696 June 30, 2010
Improving Teacher Quality $125,131 Sept 30, 2010
Improving Teacher Quality $121,105 Sept 30, 2010
California Multiple Pathways $125,000 June 30, 2010
Teen Suicide $16,086 Oct 1, 2010
CSLA Intern Program $117,538 June 30, 2010
Master Teacher $12,701 no award letter
Community Links $210,000 no award letter
Energy Management $383,014 no award letter
Expenditures

Certificated Salaries — The FCMAT multiyear projection includes the impact of ongoing step
and/or column costs of 1.50%. No other adjustments for salary enhancements have been

included since those are determined at the local level.

FCMAT’s MYFP includes the elimination of 114.325 FTE certificated staff positions for the
2010-11 fiscal year, as reported by the district staff and approved by the governing board in an
effort to balance the budget and maintain the required 2% reserve level.

The district offered an early retirement incentive option for eligible employees effective July 1,
2010. Five annual payments of $500,000 are offset by not filling 37 retiree positions, included in
the total FTE reduction of 114.325 FTEs reflected above.

FCMAT’s MYFP also includes savings related to a seven-day reduction in the work year for teachers
for the 2010-11 and 2011-12 fiscal years, equivalent to a 3.6% annual reduction in salary.

Certificated salary costs totaling $9,940,043 were moved from the ARRA resources back to
unrestricted and restricted special education general fund beginning in the 2010-11 fiscal year
since this was a one-time funding source. In addition, five FTE counselors were moved from
the unrestricted general fund to the Quality Education Investment Act (QEIA) funding source
beginning in 2010-11.

Because of the projected decline in student enrollment, FCMAT included a reduction of 18 FTE
teaching positions in 2011-12.

Classified Salaries — The FCMAT multiyear projection includes 1.10% for the impact of ongoing
step costs. No other adjustments for salary enhancements have been included since those are
determined at the local level. During FCMATs fieldwork, the classified association and the
district had not completed negotiations for the 2009-10 fiscal year. Therefore, the multiyear
projection utilizes the current-year salary data as the base.

Classified salary costs totaling $2,929,778 were moved from the ARRA funding source back to
unrestricted and restricted special education general fund beginning in the 2010-11 fiscal year as
this was a one-time funding source.
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Employee Benefits - FCMAT adjusted statutory benefits in proportion to certificated and classified
salary changes. The projected costs of employer-paid benefits have been adjusted in the current year
based on year-to-date actuals projected through year end. Health and welfare benefits are increased
in 2011-12 based on the projected increase of 2.10% to the base revenue limit.

Per the district’s collective bargaining agreements, the health and welfare benefit caps are
increased by the funded increase to the base revenue limit each fiscal year. The district charges
the full cost of health insurance for each employee to the resource where that employee is funded.
Sometime during the spring of each year, district staff prepares a massive adjustment across all
unrestricted and restricted resources to align the amount paid for benefits to the cap per the
employee contracts. If the actual cost is lower than the cap, the difference is offset to a reserve
account and used to pay for the increased cost for future premiums.

The district should establish the correct cost at the beginning of the fiscal year and charge each
resource accordingly. This would provide a true program cost and give program managers the
ability to properly calculate any unused grant balance. The district should review the current
method with its independent auditors to ensure compliance with federal and state grants.

Benefit costs totaling $4,052,125 were moved from the ARRA funding resources back to unre-
stricted and restricted special education general fund beginning in the 2010-11 fiscal year as this
was a one-time funding source.

Books and Supplies — The 2009-10 budget was adjusted based on current year expenditures to
date. FCMAT adjusted the budget for projected years based on the consumer price index (CPI)
inflation factor from the SSC Dartboard and projected ADA.

The unrestricted supply budget was decreased in the projection years based on the 5% reduction
included in the district’s 2009-10 second interim multiyear projections.

Services — The 2009-10 budget was adjusted based on current year expenditures to date, and the

projection years were adjusted using the CPI and projected ADA.

Beginning in 2010-11, the utility budget was reduced based on the district’s analysis that
includes a reduction in the number of portable classrooms because of declining enrollment,
approval of five fewer instructional days and the offering of summer school programs at only
the high school sites. The outside services budget was reduced in the projection years to account
for the reduction in costs for contracted services, a one-time legal settlement and reduced costs
for travel, conference and postage as included in the district’s 2009-10 second interim multiyear
projections. FCMAT also reduced the budget in 2010-11 for election costs.

Capital Outlay — The budget was reduced in the projection years for the 2009-10 one-time costs

associated with the gas station.

Other Outgo/Transfers — FCMAT reduced the current and projection year budgets based on the
long-term debt schedules included in the 2008-09 independent audit report.

Direct Support/Indirect Costs — Indirect costs were reduced in the projection years to reflect the

2010-11 CDE approved rate of 4.14%.

The district does not charge indirect costs to all programs, particularly those that require a
contribution from the unrestricted general fund such as continuation education, community day
school and special education. The district should calculate and charge the full indirect cost rate
for all allowable restricted programs to reflect the true cost of each program and maximize its
unrestricted resources.
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Other Financing Sources/Uses

Contributions to Restricted Programs — The district is projected to contribute to the restricted

general fund programs as follows:

Continuation Education 2200 $692,548.00 $759,356.67 $787,477.88
Community Day Schools 2430 $194,921.00 $216,580.73 $229,405.56
NCLB: Title I, Part B, Reading First 3031 $4,500.00 $0.00 $0.00

Special Ed: IDEA Basic Local Assistance 3310 $0.00 $29,250.79 $209,054.69
Special Ed: IDEA Preschool Grants, Part B 3315 $162,155.00 $160,081.03 $165,978.24
Special Ed: IDEA Preschool Local Entitlement 3320 $44,751.00 $54,157.56 $64,562.90
NCLB: Title IV, Part A, Drug Free Schools 3710 $0.00 $139,207.04 $181,411.25
NCLB: Title II, Part D, Education Technology 4045 $0.00 $0.00 $8,999.83
Special Education 6500 $13,647,661.00 $13,905,358.55 $18,195,174.76
Special Education-Project Workability (97/98) 6520 $0.00 $0.00 $846.41
Transportation: Home to School 7230 $834,760.00 $1,107,322.42 $1,189,065.71
Transportation: Special Education 7240 $2,470,018.00 $2,485,380.67 $2,487,176.85
Ongoing & Major Maintenance Account 8150 $6,095,667.00 $6,095,667.00 $6,095,667.00
Other Local 9010 $53,786.00 $53,786.00 $53,786.00
TOTAL CONTRIBUTIONS $24,200,767.00 $25,006,148.46 $29,668,607.08

FCMAT’s projection reduced supplies and/or services in the restricted resources where possible to
remain within the projected revenue estimates. However, this action may also affect programs by
reducing expenditures for these items.

Other Funds

FCMAT performed a cursory review of the district’s 2009-10 budgets for other funds as reported
on the 2008-09 unaudited actuals report and found the following:

Beginning Fund Balance $2,141,760
Revenues (including transfers in) $13,485,827
Expenditures (including transfers out) $14,744,852
Ending Fund Balance $882,735

The adult education fund is used to account separately for federal, state, and local revenues for
adult education programs and is to be expended for adult education purposes only. An overview
of the adult education fund indicates a deficit spending trend. The district should pay particular
attention to this fund and take appropriate action to maintain solvency of the fund. Part of the
district’s budget solution is to move 13.18 FTE counseling positions to QEIA and adult educa-
tion funding. Because the adult education fund reflects a deficit spending trend, the district will
need to consider alternative funding sources.
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Beginning Fund Balance $8,949
Revenues (including transfers in) $301,077
Expenditures (including transfers out) ~ $301,077
Ending Fund Balance $8,949

The child development fund is used to account separately for federal, state, and local revenues
to operate child development programs and is to be used only for expenditures for the operation
of child development programs. An overview of the child development fund shows an encroach-
ment of $50,460 on other funds in 2008-09 and a planned encroachment of $14,434 for
budget year 2009-10 to maintain a balanced budget in the fund. The district should address this
encroachment to reduce any burden placed on other district funds.

Beginning Fund Balance $2,056,409
Revenues (including transfers in) $1,519,133

Expenditures (including transfers out) $1,700,000
Ending Fund Balance $1,875,542

The deferred maintenance fund is used to account separately for state apportionments and the
district’s contributions for deferred maintenance purposes (Education Code Sections 17582-
17587) and for items of maintenance approved by the State Allocation Board. An overview of the
deferred maintenance fund indicated activities requiring a transfer in of $1,419,133. (However,
the district’s budget comparative report dated April 7, 2010 shows that this transfer has been
eliminated and indicates that the district plans to take advantage of one of the flexibility options
offered by the state for this fund, specifically ABX4 2 (Evans, D-Santa Rosa), approved by the
legislature and signed by the governor on July 28, 2009.

Beginning Fund Balance $36,187,349
Revenues (including transfers in) $34,500,000

Expenditures (including transfers out) $34,226,591
Ending Fund Balance $36,460,758

The building fund exists primarily to account separately for proceeds from the sale of general
obligation bonds (Education Code Section 15146) and may not be used for any purposes other
than those for which the bonds were issued and\or in accordance with the ballot language
presented to the voters The reduction of ending fund balance is typical of such funds and may
require an interfund transfer of other capital project funds to close out the ongoing construction
projects. Most receipts are posted at the beginning, and the balance is spent over the life of the
project(s). The entire ending balance is reserved for projects.

Beginning Fund Balance $321,236
Revenues (including transfers in) $203,600
Expenditures (including transfers out) $270,000
Ending Fund Balance $254,836

The capital facilities fund is used primarily to account separately for monies received from fees
levied on developers or other agencies as a condition of approving a development (Education
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Code Sections 17620-17626). Expenditures are restricted to the purposes specified in
Government Code Sections 65970-65981 or to the items specified in agreements with the devel-
oper (Government Code Section 66006). An overview of the capital facilities fund shows that
revenues from community redevelopment funds and interest are included, with the majority of
expenditures going toward debt service. The entire ending balance is reserved for district projects.

Education Code Section 17620 provides that up to three percent of the developer fees collected
each year may be retained by the district for reimbursement of administrative costs associated
with the collection of fees. However, a review of the 2008-09 unaudited actuals report found that
the district does not charge the capital facilities fund for the allowed reimbursement of admin-
istrative costs. The district should charge the full amount allowed to reflect the true costs of the
fund and maximize unrestricted resources.

Beginning Fund Balance $23,836,807
Revenues (including transfers in) $250,000
Expenditures (including transfers out) $8,600,000
Ending Fund Balance $15,486,807

The county school facilities fund is established pursuant to Education Code Section 17070.43
to receive apportionments from the 1998 State School Facilities Fund (Proposition 1A), the
2002 State School Facilities Fund (Proposition 47), or the 2004 State School Facilities Fund
(Proposition 55) authorized by the State Allocation Board for new school facility construction,
modernization projects, and facility hardship grants, as provided in the Leroy E Greene School
Facilities Act of 1998 (Education Code Section 17070 et seq.).

An overview of the county school facilities fund shows only revenues from interest earnings and a
fund balance that is dedicated entirely to buildings and building improvement. It is common for
this type of fund to be prefunded and spent as the predetermined projects are performed.

Beginning Fund Balance $5,023,608
Revenues (including transfers in) $14,317,268
Expenditures (including transfers out) $14,269,942
Ending Fund Balance $5,070,934

Enterprise funds may be used to account for any activity for which a fee is charged to external
users for goods or services. The only enterprise fund of the district accounts for the financial
transactions related to the Food Service Program. An overview of the cafeteria enterprise fund
shows that an increase in fund balance is projected. Designations are made for the ending fund
balance to be used for equipment replacement. No outside encroachment is planned for fund 61.

A review of the 2008-09 unaudited actuals shows that the indirect cost rate charged to the fund
was slightly larger than the maximum rate of 4.96% allowed by the state. The district should
ensure that the amount charged for indirect costs does not exceed the maximum allowed.

Beginning Fund Balance $1,420,104
Revenues (including transfers in) $5,984,893
Expenditures (including transfers out)  $4,756,359
Ending Fund Balance $2,648,638
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The self-insurance fund has been set up as an internal service fund and is used by the district’s
management to charge the costs of the workers’ compensation insurance program to the indi-
vidual funds. Internal service funds may be used to account for any activity for which services are
provided to other funds of the district on a cost-reimbursement basis.

An overview of the self-insurance fund indicates an ending fund balance of more than 50% of
current-year expenditures. No encroachment from the district’s unrestricted general fund exists

for fund 67.

The district’s 2008-09 audit report identifies an aggregate liability balance on general and
workers’ compensation events as of June 30, 2009 at $7,338,784. The audit further identi-

fies assets available to pay claims at $8,941,926, indicating that the district has assets to cover
liabilities estimated at that time. However, the district retains the risk of loss and full obligation
to cover activities and claims covered by this self-insured fund. This obligation can exceed assets
available in fund 67 and may require contributions from other available district funds in the

future.
Beginning Fund Balance $358,015
Revenues (including transfers in) $3,368,242
Expenditures (including transfers out) $3,365,242
Ending Fund Balance $361,015

The retiree benefits fund may be used according to Education Code Section 42850 to account
for amounts the district has earmarked for the future cost of post-employment benefits.
According to the California School Accounting Manual (CSAM), this fund should be used only
to account for irrevocable contributions to a post-employment benefit plan for which a formal
trust exists. GASB 43 and 45 are governmental accounting standards that direct how state and
local governments will account for and report other post employment benefits (OPEB) that
are separate from pension benefits. The most common OPEB is for retiree health benefits. The
intent of the reporting and accounting requirements is to understand what past retiree benefit
commitments mean to current and future budgets, and to accurately reflect the cost of those
commitments in the years the costs are incurred (the years the employees actually work for the
district).

The plan provides retiree health benefits to eligible retirees. According to the 2008-09 independent
audit report, membership of the plan consists of 358 retirees currently receiving benefits and 3,028
active plan members. The district provides employer-paid medical benefits to eligible retirees and
their eligible dependents through age 67 up to an annual maximum. Certificated employees may
also be eligible for an early retirement program that provides some enhanced benefits prior to age
60. Eligibility for retiree health benefits requires at least 15 years of service at retirement.

An overview of the retiree benefit fund shows a balanced revenue-to-expenditure budget and
represents a “Pay as you Go” method and requirement under GASB. The revenues collected are
used to pay insurance premiums for active retirees only and do not cover the unfunded portion
of the annual required contribution. District premium contributions per employee for health
and welfare benefit as of the audit dated June 30, 2009 are as follows: $11,290 for certificated
bargaining unit member, $9,658 for classified bargaining unit member and $10,011 per supervi-
sory, confidential, and management employees.
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The district’s actuarial study in July 2009 indicated an OPEB actuarial liability of $71,874,974
based on the set of information and assumptions applicable at the time of the actuarial. Also
identified in the study was an annual required contribution (ARC), which represented a funding
level that would cover the cost of the annual premiums and amortize the unfunded portion of

the liability over a 30-year period. For the year ending June 2009, the ARC was calculated at
$7,796,187 of which the district made a contribution of $2.53 million. As of second interim 2009-
2010, the district indicates an ARC of $8,522,014 and a budgeted contribution of $4,137,367.
Funding at the level of current premiums does not address the district’s unfunded actuarial accrued
liabilities (UAAL), which will continue to accrue as a future obligation to the district.

Accounts Receivable /Current Liabilities

According to the California School Accounting Manual (CSAM), the basis of accounting for
local education agency (LEA) governmental funds is designated by the CDE to be the modified-
accrual basis. This method recognizes revenues in the period when they become available and
measurable, and expenditures are recognized when a liability is incurred regardless of when the
receipt or payment of cash takes place. The term available means collectible within the current
period or soon enough afterward to be used to pay the liabilities of the current period. Generally,
available is defined as collectible within 45, 60, or 90 days. However, to achieve comparability of
reporting among California LEAs and so as not to distort normal revenue patterns, reimburse-
ment grants and corrections to state-aid apportionments, the CDE has defined available for LEAs
as collectible within one year. (Source: CSAM 2008, Procedure 101)

The district recognizes the following as accounts receivable as of March 31, 2010:

Item Account 2nd Interim Adijust Remaining Comment

Prior Yr Princ Appor 07/08 00000-00000-8011 $234,941.00 $ - $234,941.00 No funds received

This $234,941 item from fiscal year 2007-08 is recorded as a receivable, yet no revenues have
been posted. In accordance with the modified accrual accounting basis, these funds should have
been collected within a year of recognition or by June 2009 in this instance. This receivable is
inconsistent with the CSAM.

The following three scenarios could account for this inconsistency:
1. The revenue was received but not posted against this receivable.
2. The receivable was erroneous.
3. The funds are due the district.

In scenario one or two, the recognition of these receivables overstates the district’s fiscal state. The district
should count this revenue as not to be received, and the appropriate adjustment should be made to the
district’s accounts. If the district finds that these funds are still due, the CDE should be contacted to
arrange collection. FCMAT was unable to determine that these funds are due to the district.

The district recognizes the following as current liabilities as of March 31, 2010:

Item Account 2nd Interim Adjust Remaining Comment
Payables 06/07 00000 $65,361.46 $ - $65,361.46 Over 2.5 years old
Payables 07/08 00000 $60,044.28 $ - $60,044.28 Over |.5 years old
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These items amounting to $125,405.74 from fiscal years 2006-07 and 2007-08 are recorded due
to others, yet no claim has been posted against them. In accordance with the modified accrual
accounting basis, these items should have been cleared by June 2008 and June 2009 respectively.
These current liabilities are inconsistent with the CSAM.

The following three scenarios could account for these inconsistencies:
1. The payments were made but not posted against the current liability.
2. The current liabilities were erroneous.
3. Vendors are still due payment.
The district should research these current liabilities and take appropriate action to clear them.

The district’s accounting of accounts receivables and current liabilities is inconsistent with the

modified accrual accounting basis as identified by the CSAM and designated by the CDE.

Recommendations
The district should:
1. Monitor revenues and expenditures on an ongoing basis to ensure they are within
budgeted levels.

2. Determine whether to further reduce the unrestricted contribution to RMA as
provided in the state flexibility options.

3. Determine whether the flexibility option provided for deferred maintenance and
adult education state funding should be utilized by reducing or eliminating these
programs and keeping the funds in the unrestricted general fund.

4. Determine whether the flexibility option provided to transfer the ending fund
balances from deferred maintenance and adult education to the unrestricted general

fund should be utilized.

5. Begin preparing immediately for a period of fiscal instability and take immediate
actions to address the projected budget shortfall.

6. Check and review enrollment to ensure proper counts are made and reported to the

California Department of Education (CDE).

7. Correct its student attendance reporting process to ensure accurate and timely
submission of information to the state.

8. Continue efforts to increase the ADA-to-enrollment ratio.

9. Explore solutions to transfer to one financial system or to integrate both current
financial systems so that information matches at all times and eliminate manual
posting.

10. Transfer to one system for payroll and position control functions.

11. Update position control to reflect the correct resource for each position. Each posi-
tion should align with the budget, position control and actual payroll.
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12. Budget positions in the correct resource. The district should compare and match
position control, budget and payroll by resource.

13. Avoid manual movement of financial information by initially posting to the correct
budget accounts.

14. Use contra accounts only to post interprogram or interfund charges for services
rendered. The district should avoid using contra accounts to account for the move-
ment of operating expenditures between resource (or fund) categories.

15. Explore methods of charging substitute costs to the correct resource when payroll is
prepared.

16. Compare budgeted expenditures to actual expenditures plus encumbrances
throughout the year and make adjustments accordingly.

17. Develop a contingency plan if the projected 2011-12 COLA is not funded by the

state.

18. Ensure the staff establishes the correct cost for health and welfare benefits at the
beginning of each fiscal year and posts actual charges accordingly.

19. Review the current method of journaling health and welfare benefit costs between
individual resources and a reserve account with its independent auditors to ensure
program compliance with federal and state restricted resources.

20. Charge the full indirect cost rate legally allowed to all programs and funds to maxi-
mize unrestricted resources and reflect the true cost of each program. The district
should also ensure that the amount charged for indirect costs does not exceed the
maximum rate allowed.

21. Ensure all of its funds are self-sustaining.

22. Consider alternative funding sources for the counselors projected to be funded by
adult education in 2010-11.

23. Charge the full amount allowed for administrative costs associated with the collec-
tion of developer fees to reflect the true costs of the fund and maximize unrestricted
resources.

24. Implement staff training and accounts auditing to ensure adherence to proper
accounting procedures.

FiscaL Crisis & MANAGEMENT ASSISTANCE TEAM
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Cash Flow Projections

Based on the increasing number of cash deferrals from the state, school districts face growing
challenges to maintain fiscal sustainability, making effective methods for forecasting and moni-
toring cash flow more critical than ever. Cash is critical for short-term operations, and although
the balance sheet may represent other assets, without sufficient cash, the district is effectively
bankrupt and may require intervention from the state.

The purpose of a cash flow statement is to project the timing of receipts and expenses so that

an organization can understand its monthly or even daily cash needs. The cash flow statement
reflects the district’s liquidity and ability to meet its current payroll and other required financial
obligations. As an analytical tool, the cash flow analysis should not be confused with the district’s
budget and fund balance; it excludes transactions that do not directly affect cash receipts and
payments.

Any forecast of financial data for cash flow purposes has inherent limitations, including issues
such as unanticipated changes in enrollment trends and changing economic conditions at the
state, federal and local levels. Therefore, the cash flow forecasting model should be evaluated

as a trend based on certain criteria and assumptions rather than a prediction of exact numbers.
Multiyear cash flow projections help provide for more informed decision-making and the ability
to forecast the fiscal impact of current decisions. The cash flow projections should be updated
each month to accurately account for all revenues, expenditures and other changes related to
cash.

With the current budget crisis at the state and national levels, cash management is one of the
main concerns in every local educational agency. The state has a history of deferring payments

to education agencies, starting with deferral of the 2002-03 June apportionment to the 2003-04
fiscal year, which has continued each fiscal year. The 2008-09 and 2009-10 state budget acts
further complicated the situation by adding numerous one-time and ongoing deferrals. In addi-
tion, the July 2009 state budget revisions included SBX4 16, which changed statutory apportion-
ment schedules for local educational agencies and defers state funding to later in the fiscal year.
To further address the state’s cash needs, the governor also signed ABX8 5 and ABX8 14 in
March 2010 that make further deferrals of payments to local educational agencies in 2010-11.
This makes it imperative for the district to emphasize cash flow analysis.

In addition to the new apportionment schedule, the deferrals reflected in the following spread-
sheet include three additional deferrals for 2010-11 per ABX8 5 and ABX8 14. As of the writing
of this report, the state plans to defer the following payments but has the authority to shift these
payments by 30 days:

¢ The July 2010 payment will be deferred for 60 days, in the amount of $2.5 billion.
e The October 2010 payment will be deferred for 90 days, in the amount of $2.5 billion.

e The March 2011 payment will be deferred and paid on April 29, 2011, in the amount of
$2.5 billion.

The following table reflects the most recent information regarding cash payments and deferrals
for 2009-10 and 2010-11.
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Apportionment & Cash Payment Schedules

Month Apportionment 2009-10 2010-11
July 5.00% 1.00% 0.00%
August 5.00% 0.00% 5.00%
September 9.00% 9.00% 14.00%
October 9.00% 14.00% 0.00%
November 9.00% 4.50% 9.00%
December 9.00% 13.00% 9.00%
January 9.00% 13.50% 18.00%
February 9.00% 0.50% 0.50%
March 9.00% 9.00% 0.00%
April 9.00% 6.00% 15.00%
May 9.00% 4.50% 4.50%
June 9.00% 0.00% 0.00%
e

July 12.25% 17.50%
August 7.50% 7.50%
September 5.25% 0.00%
Total 100.00% 100.00% 100.00%

FCMAT’s cash flow projection includes all one-time and permanent apportionment deferrals for
the revenue projections. Roughly one-third of 2009-10 K-12 funding apportionments have been
delayed through either inter- or intra-year deferrals. Districts should closely monitor their cash
positions to meet short-term fiscal obligations. Because school entities could face additional cash
deferrals, it is more important than ever for the district to monitor monthly cash flow require-
ments. The consequences of becoming cash insolvent are severe and should be avoided to main-
tain local governance and control of the district. The district must closely track and update all
fund balances and cash flow projections as economic data and other fiscal information continue
to change.

To complete the cash flow projections for the remainder of the 2009-10 and 2010-11 fiscal years,
FCMAT reviewed the district’s 2009-10 second interim Cashflow Worksheet (Form CASH) and
the monthly GEMS financial system reports reflecting transactions that affect the general fund
cash balance, including the following:

* Income status reports, 2009-10
* Expenditure status reports, 2009-10
* General ledger reports reflecting cash balances, 2009-10

* General ledger reports reflecting prior year receivable and payable transactions,
January-May, 2010

The following statements reflect a negative ending cash balance of $12.2 million in June 2011. It
is imperative for the district to monitor its cash regularly and complete monthly cash flow state-
ments for the current and subsequent fiscal year to ensure that financial obligations can be met.

FiscaL Crisis & MANAGEMENT ASSISTANCE TEAM



Bo

H FLOW PROJECTIONS

Cash Flow 2009-10

sjen)oe - yoe|g

16°9/€°156'VL$ 8Y'8SY'LLE LLS €7'816°09Z'v9$ Z1°,10'8€5°69% 18'€01°200°29% £€2'81£'€2€29% 6£'872'028°99%

$0°582'08€'1$ £5°€68'CLY'9$ 00°2€L2EL$ pL LY ESP'ES 81°129',58'1$ 88°/29'8€6'€$ 19'96.1'9v2'7T$ 00°656°00L'VELS
00°0$ 00°0$ 00°0$ 00°0$ 00'0$ 00°0$ 00°0% 00°TTZ'050°S$ 0596 anuanay patiageq
00'0$ 00°0$ 00°0$ 00°0$ 00°0$ 100°0$ 00°0$ 00°TS6'09£°00TS 0196 spund JayiQ 03 ang
00'0% 00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°€8T'TCT'TS 0656 SIUBWIUIBA0D JOuBID 03 3nQ
¥0'S8C'08E'TS  |€SE68'ETV'9S  00°TEL'TELS YT T6V'ESP'ES  |8T°LT9'LS8‘TS  88'LT9'8E6'ES  |L9'961'9vT'TT$S |00T9'89T°LTS 00S6 (semmiqery 3uan)) ajqeAed sunodxdy
sanliiger]
22'0$ 09°192°80%'L$ Ly'085°159'S$ 66'698'656'2$ 12'7L1'852'€$ 18°0L1'80L°L$ TSP L8Lvvs 00'609'vvL'251$ S)assy |ejoL
00°0$ 00°0$ 00°0$ 00°0% 00°0$ 00°0$ 00°0% 00°T0S'06T'SOTS 01€6 spun4 JayiQ wody ang
00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°9€6'658°9%'$ 0626 SJUBWUIBN0D JOJURID WOl 3NQ
s 09'T9Z'80V'LS  L¥'0SS'TSY'SS  |66°698°656°CS  LTTLL'SST'ES  T8OTT'80LLS  |TTSYPETST'VYS |00°CLT'EVYS 0026 3|qBAISI3Y SIUNODY
00°0$ 00°0% 00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°000'TS ovT6 Hsoda@ Suiemy suoda||o) ysed
00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0$ GET6 991sNn.] /3ua8y (314 B yuM yse)
00°0$ 00'0$ 00°0$ 00°0$ 00°0$ 00°0$ 00'0$ 00°000°052$ 0€T6 JUN02dY Ysed Suinjonay
sjessy
L8 VLLEYL' VTS 81'699'8€9°9Z$ €'€80°061°52$ L1'90S'vvZ'vz$ €6'659°1L08'CL$ 18°202°1ZL°0L$ 81'622226'9% 98'ZLY'206'6.2% sjuawesingsiq |ejoL
00'0$ 00°0$ 00°0% 00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 669L - 0£9L s3sn upueuly JBYIO |1V
00°0$ 00°0$ 00°0$ 00'0$ 00°0$ 00°0% 00°0$ 00°000°09$ 629L - 009 INQ S43ysuel| pungIdu|
79'6€6'59CS 0£°052'9$ 8T TLT'SYTS 80°0€LSES 68'0€8'9% (29'sS¥'89TS)  1S'¥29'0L9% 00°S9Y'8t¥'TS 6EVL - 0L 2IMI3S 3920
(9€°TTEEVS) (60'7£8°0S3) (0z'¥18295) (Tv'096°LSS) (56°095°9%3) (€00vT'TTS) (91°585T$) (00'70S'6TE'TS) | 66€EL - 00EL 350D 123u1pul/Hoddns 1auIq
00°0$ 00°0$ 00'TZE'ELYS 00'0$ 00°0$ 00°0% 00°0$ 00'SSL'EV6'TS 66¢L - 000L 081InQ 13410
10°T65'SS 0€'706'CTS 86'665'STTS S'GESTIVS S0°L89THS LT'80ELYS 00°0$ €9'602°0VE'ES 0069 - 0009 AepnQ jende)
0EVIT'V66'TS |ST'EPE'L09'TS  00°89¥°9/8'TS  OT'6VETSSTS  €8°E6T'LEETS  98°0L8°ELT'TS  |SP'COE9T8S €L'8TL'LLT'STS | 6666 - 0005 SunesadQ JayiQ pue sadIAIRS
T9€ETETIVS 96°CTT LSYS 20°098°0TLS 88'0/8°TV0'TS  EEV8Y'860'TS  61°8L8°9LYS 12°89L°08TS 71'888'118'65 666% - 0001 sal|ddns pue syoog
YY'SLS'€S9'SS  ¥9'6TT'8ER'LS  88°L8T'6LS'SS  6V'885'VS0'SS VL TLY'SSO'ES  |06'8E8°0EE'TS  |€€°G56°9¥0°CS  |L9TE9'VSS'65S | 666€ - 000E s)youag aahojdwy
ET'TEEVIS'ES |LSTBI'9E0'VS  SO'86S'TI8'ES  0E€TLTTEL'ES | T9V69'STL'ES  €C'T89°6/5CTS |1S88T'66T°CS  |00'6LE'0E9°€VS | 666T - 000C salle[es palyisse|d
90'TTZ'T6T'TTS |SEL86°0EL'TTS (EVT6S'LESTIS 8TOTT'VIETIS €V'8SL'685YS  TT'9T8'€69'VS  |€€°S/6'600'TS  |TT'608°67T'SETS 6661 - 000T Salie|es PaedYILID)
sjuawasingsiqg
TLL16'€91'62% 91°L22'00L2€$ 81'99L'V66'V1$ 15°001'692°22$ 8v'0vZ'v80°LLS TLpSe'SS8 LS 18°0v€'6EL'SLS €8'eV095'5.2$ syd1aoay [ejoL
00°0$ 00°0$ 00°989°9T$ (00°989919) 00°0$ 00°0$ 00°0$ 00°0$ 6168 - 0£68 $324n0g uppueuld JBYIO |1V
00°0$ 00°0$ 00°0$ 00'0$ 00°0$ 00°0% 00°0$ 00°000°000°TS 6768 - 0068 Uj SI9jSuBl| punpIdu|
06'/90°/86'€S  |¢1°780'859CS  66'GP9SY'TS  8T'TLO'LS9S TUYEY'LEO'TS  T¥¥P0'009% 0T°00T'SYTS 00°589'806'9T$ | 6648 - 0098 S3NUAARY |BI07 JBYIO
VL €E8L'VEG'ES  9SV88'TIT'LS  00'€E0T'Z8ES TO'TEE'LT6'SS  S6'PT9'T8STS 00705888 LE9T6'ETSS 98'S7S'99Y'vrS | 6658 - 00€8 S3NUAASY 31€3S JaY10
0t'0%2'008$ (E0°LLE'S06'TS) T9'009'9EE'SS  |¥8'T68'6E8°ES  TT'EET'EIT'TS  8T'OET'E6TS 9€'€0€'9/8'6S  |SY'OVSTTE'PSS | 6678 - 0018 SINUIASY |eJapad
89'S88'TYY'0CS |TS°L81°98L'STS |LS'OEE'TO8'LS  €ST6V'TI8'9TS 0E'8VO'TOE'CTS | CT'OEL'EL6S YO'TT6'€09'YS | ¢G'€89°C9T'8STS | 6608 - 0T08 $324N0S HWIT dNUIAY
sydiaoay
8y'8SY LLE LLS €9'816'09Z'v9% Z1'LL0'8€5'69% 18°€01°200°29% €2'81£'€2€'29% 6£'82'028'99% G1'885'899°9€$ @ouejeg yse) buluuibag

lenjoy lenjoy |enjoy lenjoy lenjoy lenjoy lenjoy

uer 29Q AON 190 deg Bny Inp j96png 9po) 193[q0 aweN

MonTegeLLO UNIFIED ScHooL DisTRICT



CASH FLOW PROJEC

40

98'S0£°0£2°6$

61°€09°6ES°LES

1S'ELL'ES6LSS

€9°'v¥1°198°09%

01'851°21E'85$

00°0$ 00'656'00L'vELS 00'0$ 00'656'00L'vELS 8€'105'268'C6$ 00°0$ (50°51L$) 1¥°201'89% 9.°L169LL$
00°'TTZ0S0°SS$ 00°0% 00°0$ 00°0% 00°0$ 000 00°0% 00°0$ 00°0%
00°'TS6°092°00TS | 00°0S 00°0$ 000$ 00°0$ 000 00°0$ 00°0$ 00°0$
00°€8T‘TTT'TS 00°0$ 00°0$ 000$ 00°0$ 000 00°0$ 00°0$ 00°0$
(00°S¥€2€6'90TS) |00°656'00T‘VETS |00°0$ 00'656°00TVETS |8E'TOST68°€6S (0005 (so'st9) LY'LOT'89$ 9/°T16°9TTS
(00°000°052$) 00'609'76¥'251L$ 00'0$ 00'609'76¥'251L$ 89'619°0€€'16$ 00'0$ (66°S¥Y°L61'9$) (r2'818'v08°$) (£5°959°L00°L$)
(00°T0S06T'SOTS) 00°0$ 000 00°0% 00°0$ 00°0% 00°0$ 00°0% 00°0$
(009€6'658°9%S)  |00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0%
00°LEV'TSO'CSTS 00°609'v6YTSTS 00°0$ 00'609'V6Y‘CSTS |89'6T9'0EE'T6S 000 (66°Gt¥'L6T°9S) |(v£818v08°CS) |(€5°959T00'TS)
(00000°T$) 00°0$ 00°0$ 00°0$ 00°0$ 000$ 00°'0$ 000 00°0$
00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 000 00°0$ 100°0$ 00°0$
(00°000°0525) 00°0% 00°0$ 00°0$ 00°0$ 0005 00°0% 100°0% 00°0%
00°0$ 98°ZLY'L06'6.2$ SE'YLE'YP8I'6S 15°860°€22°'0L2$ 61°Zv.L'96Z'cr$ 0°6£8°L06'G2$ 1€°8v6°1€8'VT$ 15°5092L6°02$ 86'9¢€'LLZ'VTS
00°0$ 00°0$ 00°0$ 00°0S 00°0$ 0008 00°0$ 00°0$ 00°0$
00°0$ 00°00009$ 00°0$ 00°00009% 00°000°09$ 000$ 00°0$ 00°0$ 00°0$
00'0$ 00'S9¥'8¥v‘CS  |65°00V'687S Tr'¥90°65T'CS  |o00s . 1£2'6£6$ LTTYEYITS €€ /97'TSS TT'LT8'8ES
00'0$ (00'v0S'6TETS) |(VE€'8L0T9LS)  |(99°STV'LSSS)  |(66¢89°09%) (e5°2£0°09%) (¥0°'£152SS) [(£8°162'193) (€T°€85LYS)
00°0$ 00'SSLEV6'TS (¥6°19) 76'9SL‘EV6'TS ¥6'S79'615$ 00°S6€'S/$ 00°0$ .oo.om 00'S6E'SLYS
00°0% €9°60T°0VE'ES | TT'S90'L99TS TV YYT'€L9TS oo £'889'621$ 18'€81'9CTS €7°99€°€8YS 86'6L6LYTS
00°0% €L8TLLLT'STS |TETYBOES'ES  TVOLBIVLTTS |0/ co0s1c'es 18°206°066°L$ LT6ITLLETS |€5°9T6'VS6'TS  |Tv'SITOTITS
00°0$ TL°888'TT8'6S  |TEEVT'V09'CS  TVSWLLITLS  |sgzesivvs 10°692°58.$ TETYEBTYS ¥L'6%0°6L9$ €T L6T'VIVS
00°0$ L9'T69'7SS'65S  |68'ESEOVES 8L LEEVIT'6SS |oc0/s 700018 02'8V6°209'G$ 8E€/GL'€8S'SS  |L6LBE'SEV'TS  |GV'9€9'G95'SS
00°0$ 00'6LE°0€9°EVS |9V'8T6'E€T8S ¥S'09¥°908TYS | zvverscoes Zrv8Y'6e8'ss TTTIVLY8'ES  9L°6TS'VTI6'ES |EETOTVIL'ES
00°0$ TT'608°6VT'SETS |S8°0L9°06T'TS  9T'8ET'6S6'EETS | 1590v01512s 08'67'652°21$ ST'600°Z9€CTS | C8'SLT'SSY'TIS 65995 THT IS
00'0$ €8'vEV'095'GL2$ 19'892°691°15$ 22°991°16€'v2T$ 95'9Z€'6VS LLS zL8zL'e6t’ LLS 61'8v6°L21L22$ SZ'815'62¢'92$ 08'989°689°8%
00°0% 00°0% 00°0$ 00°0$ 0008 0008 00°0% 00°0$ 00°0%
00°0% 00°000°000'T$  |00°0S 00°000°000°TS  |00'000'000°1% 0008 00°0$ 00°0$ 00°0%
00°0$ 00'589'8069TS |65°66LVTI6'TS  T¥'S88'€66VTS |,07re6651s 15°281°026$ 8€'668'79€$ E0VS'SE9'TS | (0£726°593)
00°0$ 98'STS'99VvrS |8TLYO'LSS'TS  89'8LY'606'TYS |6y1sz 10528 L0°60€°80€°€$ TT'€8E'STL'TS |EV'I8T'6ZEOTS |00'0EB‘E6EES
00°0$ SYOVSTT6'YSS |6 TLT'LYB'TTS 90'69E'SLO'EYS 00ciz'esczls eLELrErLS 86'C0L‘8TT'9S  |6V°09€'CES'TS  86°959885°€S
00°0$ 7S€89°C9T'8STS |SY'0ST0S8'VES  LOEEV'TTV'ETTS 00 1072812128 TLT96'VT6'ETS TOOEV'TER'TTS |CSVCT'ELLTS
61°€09'6€5°2£$ 15°€LL'€S6°1G$ €9'vv1198°09% 01’851 L1€85$ 1G'9/€°156'V.L$
pajoaloid pajoafoad |enjoy |enjoy |enjoy
aoueuep s|ejol s|enJooy yseo pajoaloid unp Kep ady Je qa4

Shid s|endv alA

FiscaL Crisis & MANAGEMENT ASSISTANCE TEAM



41

FLOW PROJECTIONS

Cash Flow 2010-11

sjenyoe - yoe|g

pajosfoid - anig

68'26€'LY5'€S$ 18'Lv2'L18'TV$ 11°109'G09'2E$ £8'759°188'L¥$ £€'VSE'06V'55$ 21°665'20v'8€$ 1£'209'€E1'62$ souejeg yse Buipuz
000$ 00'0$ 10'558'518'Z$ 10'558'€18°Z$ 10'558°€18°Z$ 10'558'€18°'2$ 68'758'c18'7$ SEVLE'P89'6S qer jejoL
00'0$ 00'0$ 000$ 00'0$ 00'0$ 00'0$ 00'0$ 00°0% 0596 dNUIAJY palid4eQ
00°0$ 00°0$ 00'0$ 00'0$ 00'0$ 00°0$ 00'0$ 00°0$ 0196 spung Jayip o1ang
00'0$ 00°0$ 00'0$ 00'0$ 00'0$ 00°0$ 00'0$ 00°0$ 0656 SJUBWIUIBAO0Y JojuRID 0} BNQ
00'0$ 00°0$ 10'658'€18'Z$ L0'SS8'EL8TS 10'G58'€18'2$ 10'G58'€18'2$ 68'v58'€18°2$ SEYTEYBI'6S 00S6 (sannjiqer] 1ua.ind) ajqeded s)unoddoy
00°0$ 00°0$ ¥€'665'v92'€$ Y£'665'v92'€$ SL'p08'185'01$ 16°08Y'8LL'ELS 1Z'v8L'6E€'02$ 19'892'691°15$ sjassy |ejoL
00'0$ 00'0$ 0008 0008 00'0$ 00'0$ 0003 00°0$ 0T€E6 spund Jsyip wouy ang
00'0$ 00'0$ 000$ 000$ 00'0$ 00'0$ 000$ 00°0$ 06¢6 SIUBWUIBA0H J0juRIH WOJ4 3aNng
0008 000$ ¥€'665'792'€$ ¥E'665'792'€$ S1'v08'185'0L$ 16°087'8LL'ELS 1Z'¥81'6E€02$ 19'897'69T°TS$ 00¢6 9|BAISIDY SIUNOIDY
00'0$ 00'0$ 000$ 000$ 00'0$ 00°0$ 00'0$ 00°0% ovT6 ysodaq@ Suiiemy suoi3d3|0) ysed
00'0$ 00°0$ 00'0$ 00'0$ 00'0$ 00°0$ 00'0$ 00°0$ SET6 93)sN.1 /1Ua3Y |eISI B YUM Yse)
00'0$ 00'0$ 00'0$ 00'0$ 00'0$ 00'0$ 00'0$ 00°0$ 0€T6 3UN022Y Ysed Sulnjonay
sjessy
61°6v5'€56'22$ SL°0£6'05V'€Z$ ¥8'9L0°L5L'vZ$ ££°099'ZV1'€Z$ YE'ELO'LLY'ELS 92'£86'968'6$ 50'2£2'289'9$ £1°v96°052°022$ SjusWwasINgsiq [ejoL
00'0$ 00'0$ 000$ 000$ 00'0$ 00'0$ 000$ 000$ 669 - 0€9L 95 Surpueuls JBYIO IV
00'0$ 0008 00'0$ 0008 00'0$ 00'0$ 00°0$ 00°000°09$ 629 - 009L INQ SJ3JSURI] PUNIBIU|
£9'/v9'67L$ 80°L0v's$ 86'G29'18$ 05'90%'02$ 0£'180'7$ 00'0$ v9'86.'2/€$ 00°€EV'09ETS 6EVL - 0EVL 921AJI3S 193d
(88°€88°2v$) (51°LYL'05$) (61°98€'€9$) (81'850'85$) (v9'281'9v$) (v5'G28°11$) (05°6L€°L$) (0070S6TETS)  66€EL - 00EL 150D 1auipuj/uoddng 1au1g
00°0$ 00°0$ LEPPL'S8YS 00'0$ 00'0$ 00°0$ 00'0$ 0T'0€9'786'TS 6627/ - 000L 031nQ J2Y10
SYorL'ss 06'082'0L$ 98'/66'68$ 68'G0v'€5ES 18'221'28$ ¥1°686'GE$ 0003 €9'72T'0LSTS 0069 - 0009 AenQ ended
17'881'056'L$ SYYL0'veS LS ¥1'958'292°L$ G8'€50'€9¥'L$ 21'2L1'082'L$ 29v19'12L'L$ 05'/8'26.$ 06'0ETV8E'YTS 6665 - 000S 3unetado JaY10 pue sadlAIRS
LLYYE LYY LLYYE LYY ¥9'265'G69$ 9z'L1¥'200'L$ 25'68£'S50'L$ £8'0£€'59Y$ £€°L6V'LLLS ¥T°0SY'765'6S 666 - 000V saljddng pue sjoog
09°012'9v9's$ 09'012'9¥9'5$ 09'012'9%9'5$ £2'2€5'2€€'S$ 19'€81'9¢1'c$ LrELL'YST'LS 16'871'661'2$ TE'EL9'SEL'TIS  666€ - 000E s)yauag aakojdwy
50'628'825'c$ 16'€02'080'%$ 07'259'658'€$ 29'9.€'6v2'$ 29'9/€'6v1'c$ 6.'819'9v9'$ 99'G15'502°2$ ST'ETE0TT'YPS  666T - 000C salie|es payisse|d
91'925'v/2'L1$ 12'919'22°11$ vy'202'285°L1$ 91'925'722'11$ v1'692'652'7$ G6'/£G'V8E VS G8'EVS'6£6$ 98'¢1S'2£T'STTS 6661 - 000T Salie|es pajedyiia)
sjuswasingsiq
1T'v€9'229'EE$ 6.'9.5'719'82$ SY'6LZ'vZr'6Ls 05'912'€80'6$ 1£'618°06.'22$ LL'vSE'192'8$ 81'665'650'6$ S6'L6.°09V'TVT$ sydiaoay |ejoL
00'0$ 00'0$ 0008 0008 00'0$ 00'0$ 0003 00°0$ 6,68 - 0€68 $92.N0S SuldUBUIY JBYIO |IY
00'0$ 00'0$ 00'0$ 00'0$ 00°0$ 00'0$ 00'0$ 00°0$ 6¢68 - 0068 U sidjsued | pungiajul
v0'2ZE'ZLY'ES 9£'188'V1E'Z$ ¥2°056'G92'1$ ¥€'02.'8.5$ £6'052'706$ 1£'878'025$ 80'21Z'05L$ 0S'80089Y'¥TS  66/8 - 0098 S9NUBARY |e207 JBYIO
68'060°L05'€$ 1619122 98 80'601'0€$ SZ'EE6'VEL'SS 15°090'V€€'2$ 20208'2L$ 29°292'98v$ ¥v'600'T06'8ES 6658 - 00€8 S9NUSARY 91e1S Jay10
6452 779$ 00°0$ 25'9/9'/8L'%$ 66'9£5'900'€$ 15'010'658$ 90'106'58$ 11'G60'LEL' LS 15'659°987°€€$  66¢8- 0018 SS9NUDARY |eJ3pad
G'£96'650'92$ 26'€£5'€01'02$ 11'€87'029'CL$ 26'520'€9€$ ¥9'/6V'€69'8L$ 21'208'9/5'L$ 1£'620'21L$ 0S¥TT'S08'SSTS 6608 - 0TO8 $924N0S HWI7 9NUdASY
sydiaoay
18'Lv2'L18'TV$ 11'109'509'2€$ £8'759°188°1¥$ £€'VSE'06V'S5$ Z1°665°20v'8€$ 1€'209'SE1'62$ 98'G0£'0£2'6$ souejeg yseg Bujuuibag
pajoafoid pajoaloid pajoafoid pajoafoad pajosfoad pajoafoad pajoaload
uer 2aq AON 190 dag Bny Ine jabpng apo9 3lqo aweN

MonTegeLLO UNIFIED ScHooL DisTRICT



CASH FLOW PROJEC

42

(v6'2£9'522'218)  $2'S96'285°12$ 91'608'999'5£$ 50'885°189'92$ 11'e29'922'8¢$
00'0$ SE'PLE'Y8'6S 00'0$ SE'VLE'89'6S (85'096'18¢'7$) 00'0$ 00'0$ 00'0$ 00'0$
00°0$ 00°0$ 00°0$ 00'0$ 00'0$ 00'0$ 00'0$ 00°0$ 00'0$
00°0$ 00'0$ 00°0$ 00'0$ 0008 0008 0008 00'0$ 0008
00°0$ 00°0$ 00°0$ 00°0$ 00'0$ 00°0$ 00°0% 00°0$ 00°0$
00'0$ SEVIEY8I'6S  00°0$ SEYTEY8I'6S  (g5:096'v8evS) 0003 00'0$ 00'0$ 00'0$
00'0$ 19892'691°15$ 00°0$ 19'892°691'15$ 00°0$ 00'0$ 00°0$ 00°0$ 00°0$
00°0$ 00°0$ 00°0$ 00°0$ 00'0$ 00°0$ 00°0% 00°0$ 00°0$
00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0$
00°0$ 19°892°69T‘TSS 00°0S T9'892°69T‘TISS 100 00°0$ 00°0$ 00°0$ 00°0$
00°0$ 00'0$ 00°0$ 00'0$ 0008 0008 0008 00'0$ 0008
00°0$ 00°0$ 00°0$ 00°0$ 00'0$ 00°0$ 00°0% 00°0$ 00°0$
00°0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0% 00°0$ 00°0$ 00°0$
00'0$ £1'V96'05L0/28  86°€Lb'SSS6S SL'0SS'S6L'L9Z6  60°'SPL'6LLLYS 98'1L2'99Y'V2$ 65'791°€5L'€T$ 89'62'¥0L'VZ$ 19'25'298'€2$
00°0$ 00'0$ 00°0$ 00'0$ 0008 0008 0008 00'0$ 0008
00°0$ 00°000°09$ 00°0$ 00°000°09$ 00°000°09$ 00'0$ 00'0$ 00'0$ 00'0$
00'0$ 00'€EV'09€'TS  £8'TOL'89$ ETTELTOLTS  ooos £5'796'015$ LE'0£2'56$ 99'802°22$ 05'90%'02$
00°0$ (0070S'6TETS) (80°CL6°S9LS)  (TE'TES'ESSS)  (81-269°09%) (89°2£'66$) (91°082'25$) (81°269'09%) (19°28197%)
000S 0T°'0€9'786°TS  10°0$ 60°0€9'786'TS g5 o6c'cras 1E'vY1'S8Y$ 00°0$ 00'0$ 1E'vPL'G8YS
00°0$ €9'vCT0LS'CS  TTLT8'EBT'TS  TW'LEEI8T'TS  ooog 92°882'001$ Zv'€8€'96$ 15'289'72€$ 29'961°061$
00'0$ 06'0ETV8EYTS OV TTSVTY'ES  0S'60L°6S6'0CS  cozsscives S5'10Z'€58'L$ 6'L05'9LE'TS 68',12'688'L$ 90'8E7'985'L$
00'0$ YT'0SY'v6S'6S  S8'60T°9LS'TS  6T'OVE'BTOLS  ozocsicvs 10'955°29/$ EL'Y9L'L0VS 1S'119'129% 8€'984'G5VS
00'0$ TE'EL9'SEL'TIS  SE'BLIETES LE6'V66'TTV'TIS  cozpie6018 09'042'9v9's$ 09'042'9v9'S$ 09'012'9v9'S$ 09°012'9v9'5$
000$ 8T'ETE0TT'VYS S6'S60°8€8S ETLITTUT'EYS 9510, 198°¢s 95'202°188'€$ 61'826'696'c$ 61'826'696'c$ 29'9/€'6vL'€$
00°0$ 98°CTSTLT'STIS TV ISY'II8TS  wr'T90°9SYV'ECTS |czcnerszzs 91'925'v/Z'LLS 91°925'v/Z'L1$ vy’ L0L'285 VLS 91'925'v/2' LL$
00'0$ S6'L6L'00V'ZVZS  98'6EL'90Z'VbS 60'259'vSZ'86L$  ££7181'9£9'ES 6'226'26€°01$ 02'586'882°28$ 20'v6£'655°21$ 60°€v.'1b0'8S
000$ 00°0$ 00°0$ 00'0$ 00°0$ 00°0$ 00°0$ 00°0$ 00°0$
00°0$ 00°0$ 00°0$ 00'0$ 00'0$ 00'0$ 00'0$ 00°0$ 00'0$
00°0$ 05°800°89%¥TS  06'809°€ES'TS  09'66EVEGTTS o071 z0e 15 £V 00b'€2LS 11°09¢'682$ v8'ZEEZEY LS 0008
00'0$ ¥¥'600'T06'8ES  00°SOT0CT'CS  ¥¥'¥06'08L'9ES  coo0veczs 99'020'€2.'2$ 8€°050'955'L$ L1267 176'8$ 92°080°ZLL'ES
00'0$ 1S'659'98C'€€S  €T'8ELTLTLS  8T'TTE'ETT'9TS 00°0$ 2€'92€'201$ 18552l S LE'V2L'SL6')L$ SE'VBL1L6L'TS
00'0$ 0S'VTT'S08'SSTS €LL89'6LE'EES  LL'9TV'STV'TTTS (o0 £5°080'6.4'9% £0'£20'691'92% 047014028 8E'8.8'SYL'TS
¥2'596'2€5°12% 91'608'999'5€$ 50'885°189°9Z% 11'€29'922'8€$ 68'ZE€"LYS'ESS
pajoaload pajoaloid pajoalold pajaafoid pajoafoid
aouelep s|ejol Ss|en1ooy yseo pajosloid unp Kepy ady Jey qo4

Shid sjenmdv dlA

FiscaL Crisis & MANAGEMENT ASSISTANCE TEAM



I sk rLow PRoJECTIONS

The district should be aware that any additional delay of cash receipts could cause
further cash flow problems and result in a need to borrow to pay ongoing expendi-
tures. If borrowing becomes necessary, options include the following:

* Internal borrowing between district funds as authorized by Education Code
section 42603, which allows LEAs to borrow temporarily between funds
to address cash flow shortages. This is the most common method used by
school districts, but it only works if cash is available in other funds. This type
of borrowing has specific limitations regarding amounts and the timing of
repayment.

* External borrowing from the county office of education as authorized by
Education Code sections 42621 and 42622. This option depends on the
county office’s willingness and ability to provide funds.

* External borrowing from the county treasurer, which is authorized by
Education Code section 42620. Under Article XV1, Section 6 of the
California Constitution, the county treasurer must provide funds to an LEA
that cannot meet its obligations. However, the county treasurer cannot lend
districts money after the last Monday in April of the current fiscal year, and
the district must meet additional requirements.

* External borrowing using tax and revenue anticipation notes (TRANS).
This option consists of short-term borrowing, up to 15 months, and may
be necessary on a mid-year or full-year basis. Because there are arbitrage
penalties, the LEA should determine its cash flow needs and size the TRANS
appropriately. In addition, a mid-year TRANs may be classified as a taxable
transaction thereby posing a larger cost of issuance. Working with an outside
financial consultant can help avoid potential problems.

The governing board has approved the issuance of $12 million in TRANSs for August
2010. However, the scheduled repayment date is May 2011, which is the month
before the cash flow projections indicate a negative ending balance. Because of these
timing issues, the August 2010 TRANSs will not be sufficient to meet the district’s
projected cash flow needs.

Cash Reporting Processes

The district’s 2009-10 second interim Cashflow Worksheet indicates that actuals are
presented through the month of January with projections for February through June,
2010. However, a comparison of the Cashflow Worksheet to the GEMS financial
reports reflected some discrepancies in the amounts reported on the Worksheet for
monthly revenue and expenditure totals.

In determining the district’s monthly or annual cash position, it is extremely difficult
to reconcile the recording of cash receipts, expenditures and general ledger accounts
because of the continued use of multiple financial accounting systems. As an
example, the district pays the certificated staff on the first of each month, but these
transactions are not posted from the PeopleSoft system to the GEMS system until
the end of the month. Without transactions fully posted daily, the staff is required

to manually combine financial information from both financial accounting systems
to properly track the district’s cash flow position. For a district payroll that often
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exceeds $21 million a month, this is extremely problematic, time consuming and requires the
district to incur unnecessary labor costs. Because the reconciliation of the two financial systems
is at least one month in arrears, the two systems do not balance until year end, and the district’s
true cash position is unknown throughout the year.

The district reports cash on the SACS Cashflow Worksheet using the month-end cash balance
reflected in GEMS. However, GEMS does not provide a cash flow summary report including
all transactions that affect cash by major object code as required by the SACS software. Instead
district staff must use a series of reports and back into the GEMS month-end cash balance by
using the prior year accounts receivable and accounts payable lines. This creates an exorbitant
amount of work for staff and leaves the district vulnerable to errors.

Recommendations
The district should:

1. Monitor its current year and subsequent year cash flow at least monthly.

2. Work with the county office to determine the borrowing options that are available
if funds are needed for cash flow purposes.

3. Ensure that the amounts reported on the SACS Cashflow Worksheet match the

monthly financial statements.

4. Investigate the ability of its financial system to provide one report that reflects all
monthly cash transactions by major object code.

5. Explore solutions to transfer to one financial system.

FiscaL Crisis & MANAGEMENT ASSISTANCE TEAM
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Appendix
A. Study Agreement
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FCMAT

FISCAL CRISIS & MANAGEMENT
ASSISTANCE TEAM

CSIS California School Information Services

FISCAL CRISIS & MANAGEMENT ASSISTANCE TEAM
DRAFT STUDY AGREEMENT
April 7,2010

The FISCAL CRISIS AND MANAGEMENT ASSISTANCE TEAM (FCMAT), hereinafter
referred to as the Team, and the Montebello Unified School District, hereinafter referred to as the
District, mutually agree as follows:

1. BASIS OF AGREEMENT

The Team provides a variety of services to school districts and county offices of
education upon request. The District has requested that the Team provide for the
assignment of professionals to study specific aspects of the Montebello Unified School
District operations. These professionals may include staff of the Team, County Offices of
Education, the California State Department of Education, school districts, or private
contractors. All work shall be performed in accordance with the terms and conditions of
this Agreement.

2. SCOPE OF THE WORK

A. Scope and Objectives of the Study

The scope and objectives of this study are to:

1) Review the District's 2009-10 general fund budget and provide a multiyear
financial projection for the current and two subsequent fiscal years utilizing
the district's 2nd Interim Financial Report as the baseline for the projection.
The MYFP will include a cash flow component for the same time period to
project the district's cash balances at the end of each fiscal year. The MYFP
and cash tlow analysis will also include the impact of other funds including
alternative strategies for cash management from both internal and external
sources.

2) The FCMAT Team will validate the district's budget assumptions and provide
recommendations for expenditure reductions or revenue enhancements to
assist the district in maintaining their financial solvency under AB 1200.

MonTegeLLO UNIFIED ScHooL DisTRICT
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APPENDIX
B. Services and Products to be Provided

1) Orientation Meeting - The Team will conduct an orientation session at the
School District to brief District management and supervisory personnel on
the procedures of the Team and on the purpose and schedule of the study.

2) On-site Review - The Team will conduct an on-site review at the District
office and at school sites if necessary.

3) Exit Report - The Team will hold an exit meeting at the conclusion of the
on-site review to inform the District of significant findings and
recommendations to that point.

4) Exit Letter - The Team will issue an exit letter approximately 10 days after
the exit meeting detailing significant findings and recommendations to
date and memorializing the topics discussed in the exit meeting.

S) Draft Reports - Sufficient copies of a preliminary draft report will be
delivered to the District administration for review and comment.

6) Final Report - Sufficient copies of the final study report will be delivered
to the District administration following completion of the review.

7 Follow-Up Support — Six months after the completion of the study,

FCMAT will return to the District, if requested, to confirm the District’s
progress in implementing the recommendations included in the report, at
no cost. Status of the recommendations will be documented to the District
in a FCMAT Management Letter.

3. PROJECT PERSONNEL

The study team will be supervised by Anthony L. Bridges, Deputy Executive Officer,
Fiscal Crisis and Management Assistance Team, Kern County Superintendent of Schools
Office. The study team may also include:

A. Anthony Bridges FCMAT Deputy Executive Officer

B. Diane Branliain {"CMIAT Fiscai Iniervention Speciaiist
C. Debi Deal FCMAT Fiscal Intervention Specialist
D. Marisa Ploog, CPA FCMAT Fiscal Intervention Specialist

Other equally qualified consultants will be substituted in the event one of the above noted
individuals is unable to participate in the study.

FiscAL Crisis & MANAGEMENT ASSISTANCE TEAM
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4. PROJECT COSTS

The cost for studies requested pursuant to E.C. 42127.8(d) (1) shall be:

A.

$500.00 per day for each Team Member while on site, conducting fieldwork at
other locations, preparing and presenting reports, or participating in meetings.

All out-of-pocket expenses, including travel, meals, lodging, etc. The District will
be billed for the daily rate and expenses of the independent consultant, only. The
District will be invoiced at actual costs, with 50% of the estimated cost due
following the completion of the on-site review and the remaining amount due
upon acceptance of the final report by the District.

Based on the elements noted in section 2 A, the total cost of the study is estimated
at $19,800.

Any change to the scope will affect the estimate of total cost.

Payments for FCMAT services are payable to Kern County Superintendent of Schools -
Administrative Agent.

3. RESPONSIBILITIES OF THE DISTRICT

A.

O

The District will provide office and conference room space while on-site reviews
are in progress.

The District will provide the following (if requested):

1) A map of the local area

2) Existing policies, regulations and prior reports addressing the study
request

3) Current organizational charts

4) Current and four (4) prior year's audit reports

5) Any documents requested on a supplemental listing

The District Administration will review a preliminary draft copy of the study.
Any comments regarding the accuracy of the data presented in the report or the
practicability of the recommendations will be reviewed with the Team prior to
completion of the final report.

Pursuant to EC 45125.1(c¢), representatives of FCMAT will have limited contact with
District pupils. The District shall take appropriate steps to comply with EC 45125.1(c¢).
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6. PROJECT SCHEDULE

The following schedule outlines the planned completion dates for key study milestones

Orientation: April 14, 2010
Staff Interviews: to be determined
Exit Interviews: to be determined
Preliminary Report Submitted: to be determined
Final Report Submitted: to be determined
Board Presentation: to be determined
Follow-Up Support: If requested

g CONTACT PERSON

Name of contact person: Edward Velasquez

Telephone:_(323) 887-7900 FAX:

E-Mail velasquez ed@montbello.k12.ca.us

=R e

ate

April 7, 2010
Anthony L. Bridges, Deputy Executive Officer Date
Fiscal Crisis and Management Assistance Team

In keeping with the provisions of AB1200, the County Superintendent will be notified of this
agreement between the District and FCMAT and will receive a copy of the final report.

FiscAL Crisis & MANAGEMENT ASSISTANCE TEAM



