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California’s Economy

• As the nation goes, so goes California
• California ranks 5th among the world’s largest economies, 

including the United States, China, Japan, and Germany

• This makes the state highly susceptible to national
and global economic shocks

• Given its coastal geography, the state is home to 
three of the largest trade ports—making California’s
economy reliant on international commerce
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When the nation gets a cold, California gets the flu.
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Will There Be a Revised Budget?
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• While the May Revision gives us important anchors for state and 
local budgets that must be adopted by July 1, 2020, there 
continues to be a gaping hole of information that we need in 
order to build more accurate budgets

• Unemployment rates change
• PIT (personal income tax) revenue is the largest share          

of general fund revenue; tax payments deferred
• Consumer confidence shaken by the current state of

the economy; may be awhile before confidence rebuilds
• Small, as well as large, businesses may not be

able to withstand COVID-19
• The state will likely need to revise its Budget when more

information becomes available later this summer
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Proposition 98 and
the Education Budget



Proposition 98 Funding

• Proposition 98 funding levels have decreased significantly from the 2020–21 Governor’s State 
Budget for two of the three fiscal years

• The May Revision estimates that the minimum guarantee will decline approximately 23% from 
the 2019 State Budget Act over the three-year budget period
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2018–19

$78.4 Billion

$78.7 Billion

$81.6 Billion

$77.4 Billion

$84.0 Billion

$70.5 Billion

2019–20 2020–21

January Budget 
Proposal

May 
Revision
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Statutory COLA

• While the May Revision acknowledges a 
2.31% statutory cost-of-living adjustment 
(COLA) (up slightly from the 2.29% estimated 
COLA in January), it suspends the COLA for 
2020–21

• Categorical programs outside of the LCFF will 
also have the statutory COLA suspended
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In typical years, as costs continue to rise, these programs would see adjustments 
for COLA only and average daily attendance (ADA) for special education

Mandated Block Grant

Special Education

Preschool

Child Nutrition

Foster Youth

American Indian Education Centers & Early 
Childhood Education Programs
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Two Ways to Calculate a Deficit Factor
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Old School
Entitlement Factors per ADA K–3

 2019–20 Base Grant $7,702 
 Statutory COLA at 2.31% $178 
 2020–21 Base Grant Before Deficit $7,880  
 Deficit Factor at -10.00% ($788)
 2020–21 Base Grant After Deficit $7,092 

New School
Entitlement Factors per ADA K–3

 2019–20 Base Grant $7,702 
 Effective Deficit Factor at -7.92% ($610) 
 2020–21 Base Grant After Deficit $7,092 
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Deferrals: Here We Go Again

• Cash deferrals were used during the Great Recession to implement state-level budget cuts and/or 
improve the state’s cash position

• The Governor’s May Revision takes a page from the same playbook and proposes the following 
cash deferrals:

• Local school agencies may need to implement local borrowing options to ensure adequate cash 
to continue paying employees and vendors during these times

• While this avoids an additional cut in state revenues to schools, it pushes the administrative 
and financial burden of borrowing cash to local school agencies
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June 
2020

July 
2020

$1.9 
Billion

$1.9 
Billion

Fiscal year 2019–20

April, May, and 
June 2021

July 
2021?

$5.3 
Billion

$5.3 
Billion

Fiscal year 2020–21
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9
What does “Cash Flow” mean and what are 
apportionments?

Salaries 
are highest 

in June



Cash Flow and Deferrals - Impact with MDUSD #’s

• The proposed deferrals in the May Revision are illustrated as follows:
 

• The May Revision proposes a process for local school agencies to apply for an exemption from 
any or all of the April, May, and June 2021 deferrals due to financial hardship
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?
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Cash Flow for 2019/2020 11



Estimated Cash Flow for 2020/2021 12



2020–21 LCFF Add-On Reductions

• In addition to the base, supplemental, and concentration grants, all of the following LCFF add-on 
funding will also receive a 10% reduction
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Minimum State Aid
EC § 41544

Basic Aid 
Supplement
EC § 47663

District of Choice
EC § 48310

Home-to-School 
Transportation

EC § 42238.02(h)

Economic 
Recovery Target

EC § 42238.025

Targeted 
Instructional 

Improvement Grants
 Education Code Section (EC §) 

42238.02(g)
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What is the LCFF funding for Mt Diablo Unified?
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Mt Diablo Unified—2019-20
2019-20 LCFF 

Per-ADA Funding 2019-20 Funded ADA 2019-20 LCFF
Total Revenue

$9,525 29,356 $279,615,381

Mt Diablo Unified—2020–21
2020–21 LCFF 

Per-ADA Funding
Projected

2020–21 Funded ADA
Projected 2020–21 LCFF

Total Revenue

$8,769 29,185 $255,911,299

Anticipated Reduction $23,704, 082



Special Education
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Base Rates increased to 
$645 per ADA based on 
three-year rolling 
average ADA

Reflects a 15% increase over 
the amount provided in 2019–20 
budget

Reflects suspension of 2.31% 
COLA

Maintains all other existing
categorical programs in the 
Assembly Bill 602 formula until a 
finalized formula is adopted

Maintains Special Education 
Local Plan Area Governance and 
Accountability Structure
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What Does the Special Education Funding Mean for    Mt 
Diablo Unified?
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Mt Diablo Unified—2019-20
2019-20 Per-ADA 

SpEd Funding 2019-20 ADA
Projected 2019-20

SpEd  Revenue

$557 29,180 $16,253,000

Mt Diablo Unified—2020–21
2020–21 Per-ADA 
Proposed Funding 2020–21 ADA

Projected 2020–21 
SpEd Revenue

$645 29,115 $18,779,000

Anticipated Increase $2,526,000



Categorical Program Cuts

• Total savings of $352.9 million by cutting categorical programs roughly in half
• Cuts may be reversed if additional federal funds materialize
• Programs reduced by the following amounts:
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After School 
Education and 

Safety: $100 million 

California 
Partnership 
Academies: 
$9.4 million 

Career Technical 
Education 

Incentive Grant 
Program: 

$77.4 million 

Adult 
Education 

Block Grant: 
$66.7 million 

Exploratorium: 
$3.5 million 

Clean 
Technology 
Partnership: 
$1.3 millionAgricultural 

Career Technical 
Education 

Incentive Grant: 
$2.1 million 

K-12 Strong 
Workforce 
Program: 

$79.4 million Career 
Technical 
Education 
Initiative: 

$7.7 million 

Online Resource 
Subscriptions 
for Schools: 

$3 million 

Specialized 
Secondary 
Program: 

$2.4 million 
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What Do the Categorical Reductions Mean for    
Mt Diablo Unified?
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Mt Diablo Unified—2020–21
Original Estimated Categorical 

Allocations for
2020/2021 

Revised Possible Categorical 
Allocations for 

2020/2021

$8,998,986 $4,499,493

Estimated Reduction $4,499,493



CalPERS Future Rate Implications

• To provide increased fiscal relief, the May Revision revised the California Public Employees’ 
Retirement System (CalPERS) 2020–21 employer contribution rate to 20.70%

• CalPERS investment losses will cause pressure to increase employer contribution rates in the 
future
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CalPERS Employer Contribution Rate Estimates
Year Previous Rates Revised Rates

2020–21 *22.68% 20.70%
2021–22 *24.60% 22.84%
2022–23 25.90% 25.50%
2023–24 26.60% 26.20%
2024–25 27.00% 26.50%
2025–26 26.80% 26.40%
2026–27 26.70% 26.20%

*CalPERS Board approved 2020-21 contribution rate as of April 21, 2020
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CalSTRS Future Rate Implications

• The May Revision revised the California State Teachers’ Retirement System (CalSTRS) employer 
contribution rate in 2020–21 from 18.40% to 16.15%

• Beginning in 2021–22 the CalSTRS Board will have some authority to increase or decrease 
employer contribution rates by a maximum of 1% annually—not to exceed 20.25% 

• Any investment returns below the CalSTRS target of 7% will likely reduce the funded status of the 
plan and potentially increase employer contributions in the future
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CalSTRS Employer Contribution Rate Estimates
Year Previous Rates Revised Rates

2019-20 17.10%
2020–21 18.40% 16.15%
2021–22 18.10% 16.02%
2022–23 18.10% 18.10%
2023–24 18.10% 18.10%



What Do the PERS/STRS Changes Mean for    
Mt Diablo Unified?
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Mt Diablo Unified—2020–21
PERS Estimate based on original 

20/21 figures
PERS Estimate based on 

May Revise

$11,674,416 $10,629,863

STRS Estimate based on original 
20/21 figures

STRS Estimate based on 
May Revise

$26,062,488 $22,926,814



Additional Federal/State Funding
© 2020 School Services of California Inc.
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Mt Diablo Unified—2020–21
2020–21 

CARES Act 
Fund

Based on Title I, 
restricted funds $4,494,698

2020-21
SB117 COVID-19 LEA 

Response Fund
Based on ADA $509,745



Major Changes in May Revise 23

Local Control Funding Formula (LCFF) - net 
-7.92%

$23,704, 082

Special Education augmentation $2,526,000

Categorical Reductions $4,499,493

STRS/PERS rate “buy down” $4,180,227

SB117 + CARES Act funds $5,004,443



MDUSD Budget



Multi-year Projections (MYP)
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• Multi-year projections are 
the result of mathematical 
calculations for future years 
based on:

• Decisions that have 
already been made, and 

• A set of reasonable 
assumptions

• Multi-year projections are not 
predictions of the future

• They are not forecasts

• They are exactly wrong . . .

• But should be 
approximately right
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MYP with $20.1M of reductions as of Third Interim
© 2020 School Services of California Inc.
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2019/20
Third Interim Report



California School District 
Financial Reporting Requirements

28

• Education Code 42130 – Requires the school district to file their fiscal 
condition for TWO reporting periods, October 31 and January 31, including 
projections of the budget through June 30.

• Education Code 42131 – Requires the Board of Education to certify, based on 
current projections, whether or not the school district is able to meet its 
financial obligations for the current fiscal year and subsequent two fiscal 
years.

• Education Code 33127 – Requires a district that has received a negative 
certification of its interim report(s) to file a third report as of April 30.



Financial Reporting Certifications 29

There are three types of certification based on the multi-year projections 
at each reporting period.

• Positive Certification ~ District can meet its financial obligations for the 
current and two subsequent years.

• Qualified Certification ~ Borderline, may not meet financial obligations 
during one of the three years of the MYP.

• Negative Certification ~ Cannot meet financial obligations in two or more 
of the three years as shown by negative fund balance, insufficient 
Reserves for Economic Uncertainty.



What and Why?

o The MDUSD Second Interim showed a qualified certification, thus 
Third Interim is required. 

o The Third Interim is where our budget was as of April 30th, 2020 - it 
is a snapshot in time on that day.  It included the budget solutions 
approved by the board on March 9th and April 27th. 

o The Third Interim includes the impacts of the Governor’s May 
Revisions of approximately $21,000,000 and will require 
approximately $10,000,000 in additional reductions. The Third 
Interim report shows a qualified certification. 
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Notable Changes Since 2019/20 Second Interim

- Cost of Living Adjustment (COLA) for 20/21,21/22 and 22/23 has 
decreased to statutory COLA less 10%

- Cash deferrals for June 2020 to July 2020 and additional cash 
deferrals expected for April, May, June 2021 to July 2021

- CalSTRS and CalPERS contribution decreases

- Board approved reductions, elimination of vacant positions, 
movement of expenses from Unrestricted to Restricted, reduction of 
site/department budgets - reduction of $21,100,000

- COVID 19 resulting in a national and state fiscal crisis
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General Fund Ending Balances (EFB)

    EFB   After 3% Reserve

o 2019-20 $38 million $27 million
o 2020-21 $7.8 million   <$3.2 million>
o 2021-22  <$28.9 million>    <$40 million>

Estimated Combined 
Unrestricted and Restricted
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