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August 15, 2017

Mrs. Kathryn Sheppard, Board President
Biggs Unified School District

300 B Street

Biggs, CA 95917

Subject: 2017-18 Original Budget
Dear Mrs. Sheppard:

In accordance with Education Code Section 42127, the Butte County Office of
Education (BCOE) has reviewed the Original Budget Report of the Biggs
Unified School District (BUSD) for fiscal year 2017-18. The Education Code
requires the county superintendent approve, conditionally approve or
disapprove the budget for each school district after completing the following:

1. Examine the projected budget; determine whether it complies with the
standards and criteria established by the state.

2. ldentify any technical corrections needed to bring the budget into
compliance with the standards and criteria established by the state.

3. Determine whether the adopted budget will allow the district to meet its
financial obligations during the current and subsequent fiscal years.

The assumptions used to build the Original Budget and Multi-Year Projection
(MYP) are based on the Local Control Funding Formula (LCFF) and are
reasonable. Prior year Average Daily Attendance (ADA) is used for 2017-18
LCFF revenue projections while a slight decrease in ADA is projected in 2018-
19 with 2019-20 projected to remain flat. LCFF revenue is increasing in 2017-
18 due to gap closures by the state. Non-LCFF revenues are projected to
decrease due in part to the decrease of one-time funds budgeted 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.
Overall, operating expenditures are projected to decrease in 2017-18 due to
one-time textbook adoptions and capital-outlay in 2016-17 as well as the
elimination of expenditures associated with decreasing or expiring funding
sources. The District met the requirement of holding a public hearing on its
reserve levels, including justification for carrying higher than minimum
reserves. Biggs Unified is able to meet the minimum reserve requirement for
the current and subsequent fiscal years.

A Cash Flow Projection and assumptions were included with the 2017-18
Original 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 $731K in June 2018.

"WHERE STUDENTS COME FIRST”



August 15, 2017
2017-18 Original Budget
Page Two

While the District is able to meet its minimum reserve requirement in the budget year and the
two subsequent fiscal years, there are a couple of areas of concern. The first concern is
significant projected unrestricted deficit spending in all three years of the MYP totaling $908K.
This will cause the District’s unrestricted General Fund balance to be reduced by 94% over this
three-year period. It is extremely important that Biggs Unified continue to work diligently to
address this concern and create a balanced budget. If this trend of deficit spending continues,
the District could be qualified in the next few years.

The second 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.

It was initially projected that the financial impact of this change would take effect in 2018-19.
However, the District is currently projecting that it will meet the NSS requirements for the high
school under the new rules in the current budget year. Because of this, and because the district
can use the best of current or prior year ADA, the District is now projecting the financial impact
of this change will not take effect until the 2019-20 Fiscal Year. If the projections are incorrect
and the District does not meet the NSS requirements in the current budget year, then the
financial impact of the change will be felt one year sooner in 2018-19. The District needs to be
prepared for this shortfall of revenue.

The district has chosen not to include this reduction in funding in the current budget MYP. An
informational MYP that does include the funding reduction in 2019-20 has been presented to the
board by the administration with projected expenditure reductions to mitigate the loss. Despite
these projected expenditure reductions, significant deficit spending is still projected so further
expenditure reductions will be necessary in future years.

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 Original 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,
, A '
%{m /é 7 ;/{’/

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