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January 15, 2018

Mr. Dennis Slusser, Board President
Biggs Unified School District

300 B Street

Biggs, CA 95917

Subject: 2017-18 First Interim Budget
Dear Mr. Slusser:

In accordance with Education Code Section 42131, the Butte County Office of
Education (BCOE) has reviewed the First Interim Budget Report of the Biggs
Unified School District (BUSD) for fiscal year 2017-18. BCOE concurs with the
District’s positive certification indicating financial obligations will be met in the
current and subsequent two fiscal years.

The assumptions used to build the First Interim Budget and Multi-Year
Projection (MYP) are based on the Local Control Funding Formula (LCFF) and
are reasonable. Current year projected Average Daily Attendance (ADA) is
used for 2017-18 LCFF revenue projections while slight increases in ADA are
projected in 2018-19 and 2019-20. LCFF revenue is increasing in 2017-18 due
to gap closures by the state and a projected increase in ADA. Non-LCFF
revenues are projected to decrease due in part to a reduction in the amount of
one-time mandate funds to be received in 2017-18 as well as reductions to
grant funding and the expiration of funding sources. Salaries and benefits
reflect step and column increases in each fiscal year along with state
mandated increased retiree costs associated with PERS and STRS
contributions. Overall, operating expenditures are projected to decrease in
2017-18 due to one-time text book adoptions and capital-outlay in 2016-17 as
well as the elimination of expenditures associated with decreasing or expiring
funding sources. Biggs Unified is projected to be able to meet the minimum
reserve requirement for the current and two subsequent fiscal years.

A Cash Flow Projection and assumptions were included with the 2017-18 First
Interim Budget. While no cash deferrals were projected with the 2017-18 state
budget, cash preservation should be a focus of the administration as the state
has the ability to defer payments to local education agencies if the need arises.
BCOE notes the District projects to have a positive ending cash balance in the
General Fund in each month of 2017-18 with a projected General Fund cash
balance of approximately $1.2 million in June 2018.

While the District is projected to be able to meet its minimum reserve
requirement in the budget year and the two subsequent fiscal years, there are
two areas of concern. The first area of concern is the District's potential loss of
Necessary Small School (NSS) funding for their high school. With the adoption
of the new LCFF formula, the rules that governed NSS'’s were altered. The old
rules governing Necessary Small High School funding expired at the end of the
2016-17 Fiscal Year. If this change is not amended, it will result in an
estimated annual reduction in revenue of more than $250,000.
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It is currently projected that the loss of NSS funding would take place in 2018-19. The District is
hopeful that proposed legislation will permanently restore this NSS funding however, they need
to be prepared for the possibility this will not happen.

The second concern is significant projected unrestricted deficit spending in all three years of the
MYP. This deficit spending exists despite large projected expenditure reductions in both 2018-
19 and 2019-20. It should be noted that the deficit spending exists with or without the
continuation of NSS funding. If the District is unable to actually make the proposed expenditure
reductions reflected on the MYP, the deficit spending would be much larger than what is
currently projected. It is currently projected that the District will need to rely on its Special
Reserve for Non-Capital Outlay fund (Fund 17) to meet the minimum reserve requirement in
2018-19 and 2019-20.

It should also be noted that in 2018-19 and 2019-20 the District elected to use the higher LCFF
gap funding numbers put out by the Department of Finance. Although it is possible that the state
will be able to fund the LCFF at this rate, the District should be prepared for any reductions in
revenue caused by a change to the gap estimates

Based on our review, the 2017-18 First Interim Budget is approved as adopted. The attached
analysis is provided for your information. If you would like additional information or analysis,
please contact me at (530) 532-5674.

Sincerely,

Travis W. Haskill
Director of External Services, Butte County Office of Education
LEA Services

cvb
FS-1718-042

Cc:  Doug Kaelin, Superintendent, Biggs Unified School District
Pam Ragan, Financial Officer, Biggs Unified School District
Tim Taylor, Butte County Superintendent of Schools
Mary Sakuma, Deputy Superintendent
Lisa Anderson, Senior Director of Fiscal Services

Attachment
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