UNIFIED SCHOOL DISTRICT

. MILPITAS

2020-2021
PROPOSED BUDGET




MILPITAS UNIFIED SCHOOL DISTRICT
2020-2021
PROPOSED BUDGET

Board of Education

Hon Lien
President

Chris Norwood
Vice-President

Kelly Yip-Chuan
Clerk

District Administration

Michael Tsai

Member
Cheryl Jordan

Minh Ngo Superintendent

Member
Wendy Zhang

Assistant Superintendent
Business Services

Norma Rodriguez
Assistant Superintendent
Learning and Development

Jonathon Brunson
Assistant Superintendent
Human Relations




INDEX

Budget Narrative
Overview
Income Statement — 2019-20 Estimated Actuals
Income Statement — 2020-21 Proposed Budget
Fund 010 — General Fund — Unrestricted
Narrative
Budget Report by Objects
Fund 060 — General Fund — Restricted
Narrative
Budget Report by Objects
Fund 080 — General Fund — Restricted — Special Education
Narrative
Budget Report by Objects
Fund 110 — Adult Education
Narrative
Budget Report by Objects
Fund 120 — Child Development Center Programs

Narrative

Budget Report by Objects




INDEX (Continued)

Fund 130 — Student Nutrition Services
Narrative
Budget Report by Objects
Fund 140 — Deferred Maintenance
Narrative
Budget Report by Objects
Fund 170 — Special Reserve Other Than Capital Outlay Projects
Narrative
Budget Report by Objects
Fund 200 — Post Employment Benefits
Narrative
Budget Report by Objects
Fund 210 — Building Fund
Narrative
Budget Report by Objects
Fund 213 — Measure AA Bond
Narrative
~ Budget Report by Objects
Fund 250 — Capital Facilities
Narrative

Budget Report by Objects




BUDGET NARRATIVE




Our Mission

We have high expectations for every student, and provide multiple opportunities and pathways for
success. We provide learning opportunities for all, and create nurturing environments where students are

inspired and empowered.

Our Vision

Milpitas Unified School District is an exceptional district in which students and staff are critical thinkers
and trailblazers known for creativity and innovation. We prepare students to go out into the world and
make a difference as responsible citizens who are passionate about life and learning.

District Strategic Goals

1. Build a Culture of We that engages parents, staff, and community partners in supporting student
success.

2. Improve communication systems for better outreach to parents, students, and staff.

3. Develop educational pathways that allow students to apply their passion in learning for their future
careers.

4. Focus services and support systems to ensure that all students are engaged in their learning and are
making social, emotional and academic gains.

5. Identify creative, student-focused strategies to accommodate enrollment growth and ensure healthy
learning environments.

Milpitas Unified School District Profile

Milpitas Unified School District (MUSD) is located in the City of Milpitas, California. The City of
Milpitas is situated in the northeastern corner of the world famous Silicon Valley between San Jose in
the south and Fremont in the north. In March of 1956, the District welcomed Joseph Weller Elementary
School as its first school. The elementary schools during the beginning of the District were also named
after the early settlers who cultivated the land in what is now Milpitas. Currently, MUSD operates ten
elementary schools, two middle schools, one traditional high school, one alternative high school, and
offers preschool and adult education programs to the community. Education is provided to
approximately 10,300 students and the District has about 1,000 employees. It is one of the top

employers in the City of Milpitas.



District Budget Planning Overview

The year 2020 will be a year we will never forget. The State of California began 2020 with a strong
economy, a healthy financial record with historic high reserves, and low unemployment rates. The rapid
onset of the COVID-19 pandemic has had an immediate and severe impact on the global, national, and
state economies. The COVID-19 pandemic has caused enormous hardship for families, businesses and
governments across the world, including the United States and California. It has endangered health,
stressed the health care system, and caused devastating losses in family and business income.

As we, the local school agencies have been dealing with the impact of the pandemic on school
operations, on students and parents in our communities, we also have to face the challenges from the
economic impact. While we are providing distance learning for our students and our staff is under
shelter in place at home, our operations continue. Our staff is paid regularly, so they will have income
during these tough times. The Student Nutrition Services department continues to provide meals for our
students, to alleviate the issue of hunger. The Maintenance, Operation and Transportation (MOT)
department had all district classrooms and offices disinfected to keep safety as a high priority. As we
plan for the 2020-21 school year’s budget, we anticipate the challenges foreseen from this drastic
economic down turn along with other ongoing issues facing school Districts across the State:

Rising pension contributions

Increasing health benefit contributions

Increased salaries due to step and column movement

Maintaining competitive compensation, and

Increasing contributions to critical programs like special education and child nutrition

These factors are incorporated into our projections. The pandemic will not change our budget adoption
timeline. A conservative approach will be used in our budget projections. Revenue is projected when we
know it is certain; while expenditures are budgeted to the full extent. We will follow the latest
information that has been provided by the State Department of Finance and recommendations from
School Services of California to plan for the out years.

After the adoption of the budget in June, our budget development process does not stop there.
Throughout the year, we continue to update the budget and will provide a First Interim budget update
before December 15™ and a Second Interim budget update before March 15" to inform the public of the
District’s financial condition for the current year plus two subsequent years. The District will provide a
certification to whether or not it can meet all of its financial obligations for the current and two

subsequent years.



Governor’s 2020-21 Proposed State Budget Overview

“We are going to be dealing with challenges that we haven’t faced in sometime,” Newsom said. On May
14, 2020, Governor Newsom released the State’s 2020-21 budget plan erasing a $54.3 billion deficit.

The Governor's proposal responds to the dramatic economic and revenue changes since January 2020.
Compared to the January forecast, the State General Fund revenues are projected to decline over $41
billion. This revenue drop, combined with increased costs in health and human service programs and the
added costs to address COVID-19, leads to a projected budget deficit of approximately $54 billion
before the changes proposed in the May Revision. Without the actions below, the out-year structural
deficit would be approximately $45 billion annually.

The state is constitutionally required to enact a balanced budget. Consistent with this obligation, the
May Revision proposes to:

Cancel $6.1 billion in program expansions and spending increases.

Cancel or redirect a number of one-time expenditures included in the 2019 Budget Act.

Draw down $16.2 billion in the Budget Stabilization Account (Rainy Day Fund) over three
years, and allocate the Safety Net Reserve to offset increased costs in health and human service
programs over the next two years.

Borrow and transfer $4.1 billion from special funds

Suspend net operating losses and temporarily limit to $5 million the amount of credits a taxpayer

can use in any given tax year.

Here are the major impacts to K-12 Education:

Local Control Funding Formula (LCFF): absent additional federal funds, the COVID-19
Recession requires a 10% ($6.5 billion) reduction to LCFF. This reduction includes the

elimination of a 2.31% cost-of-living adjustment. This reduction will be triggered off if the
federal government provides sufficient funding to backfill this cut.

Apportionment Deferrals: in 2019-20, the Budget proposes to defer $1.9 billion of LCFF
apportionments to 2020-21. An additional $3.4 billion is added to the 2019-20 deferral in
2020-21, for a total of $5.3 billion in LCFF deferrals scheduled for payment in 2021-22.

Special Education Funding: the May Revision sustains the Governor’s January Budget proposal
to increase special education base rate, while reflecting the suspension of the 2.31%
cost-of-living adjustment to $645 per pupil, apportioned on a three-year rolling average of local
educational agency ADA.

Reductions in Funding Categorical Programs: For Milpitas USD, the programs that will be
impacted are: Adult Education, After School Education and Safety, Career Technical Education
Program, California Partnership Academies

Revising CalPERS/CalSTRS Contributions: the May Revision proposes to reduce the CalSTRS
employer rate from 18.41% to approximately 16.15% in 2020-21 and from 18.2% to 16.02% in
2021-22. The CalPERS employer contribution rate will be reduced from 22.67% to 20.7% in

2020-21and from 25% to 22.84% in 2021-22




2020-21 District Budget Assumptions
With the 2019-20 fiscal year coming to an end, we are able to finalize the revenue and expenditure
projections for the current year. We have prepared the estimated actual income statement of all District

funds for your reference. Here is an overview of the District’s 2020-21 revenue collection by fund.

Revenue Projection at a Glance in 2020-21

Building Fund

StudentNutrition Services Reserves
$3,867,725 $475,224 $2,510,175
2.80% 0.34% 1.82%
$1,832,240 —— $11§39,353
1.33% 0.10%

Adult Ed
$3,382,911
2.45% |
General Fund
$125,852,606
91.16%

Since the General Fund has the largest operational budget, we will focus our analysis only on the
General Fund.

2020-21 General Fund Revenues

In 2013-14, Governor Brown adopted the Local Control Funding Formula (LCFF) as a new funding
formula for Education. The goal of the LCFF is to simplify the State funding calculation while providing
a greater flexibility for the District to use the funds to improve the outcome of students. The full
implementation was in the 2018-19 fiscal year, which was two years ahead of the original plan. For the
coming year, the Governor’s May Revision proposed to suspend the 2.31% Cost of Living Adjustment
(COLA), this will result in no increase to the base funding rate of the formula. Also, the Governor
proposed a 7.92% reduction in LCFF funding compared to the 2019-20 funding level. Based on this
proposal, our LCFF funding will be short by about $8 million, offset by our attendance increase, the net
changes will be $7,117,533 less than the 2019-20 school year level. The total District’s LCFF revenue is
projected at $88,009,094 for the 2020-21 school year. Here is an overview of the District’s General Fund

revenue projection:



General Fund Revenue Projection Overview

Local TransferIn
Special Education  $3,295,317 $15,074,949
$6,194,597 3% 12%
5%
Other State .
$8,007,776 (N — LCFF
7% e ' $88,009,094
70%

|
Federal
$4,320,873
3%

The LCFF revenue is about 70% of total General Fund Revenue, the following are the factors used in
the calculation.

LCEFF Factor 2020-21
ADA 10,065
COLA 2.31%
Deficit Factor <7.92%>
Supplemental Student % 45.25%




Here is a history and projection of the LCFF Revenue funding:

During the 2014-15 school year, Governor Brown provided a one-time funding, called *“Discretionary
Funding” to support the District's operations. After Governor Newsom took office, he suspended that
funding in the 2019-20 year. Fortunately, the State will distribute a one-time federal revenue of $640,000
to the District in the 2020-21 year. This funding is part of the Coronavirus Aid, Relief, and Economic
Security (CARES) Act, for Elementary and Secondary School Emergency Relief (ESSER) Fund.

$100,000,000
$90,000,000
$80,000,000
$70,000,000
$60,000,000
$50,000,000
$40,000,000
$30,000,000
$20,000,000
$10,000,000
s

$13,762,340 $62,048,736 $85,817520 $88,6% 214 $94875379 $96,126,627 $68,00,004
Actuals 14-15 Actuals 15-16 Actuals 16-17 Actual 17-18 Actual 18-19 Est Actual 13-20 Proj 20-21

Here are other revenue assumptions used in the projection:
2020-21 Revenue Assumptions

Mandated Block Grant

Grade K — 8: $32.18/ADA $222,060

Grade 9 — 12: $61.94/ADA $210,327
Lottery

Regular: $153/Annual ADA $1,147,041

Prop 20: $54/Annual ADA $627.473
Interest Revenue $170,340
Lease & Fees $169,255
Parcel Tax Revenue (@ $84/parcel $1,569,889




2020-21 General Fund Expenditures

The expenditure projection is aligned with the District’s Local Control Accountability Plan (LCAP).
e Goal 1 — All students will receive effective standards-based instruction, curriculum and
assessments by highly qualified teachers in a safe environment to be fully prepared for college

and career.
e Goal 2 — All MUSD students are fully invested to thrive academically, socially, and emotionally

in a safe, nurturing, and culturally responsive school environment.
e Goal 3 — All MUSD historically underserved students will make accelerated growth to close the

achievement gap.

The total General Fund Expenditures are projected at $127,738,657

Utilities, Repairs Capital Outlay, Transfers Outto
Other Services Other Outgo Other Funds
$6,045,821 $425,217

$10,350,006

8% 4.5% _\ 5%
Books & Supplies
/ $3,675,043
e 3%
Instructional Salaries ‘———___Benefits
$59,362,493 $30,743,420
47% 24%

Classified Salaries

$17,136,657
- — 13%

84% of total expenditures are for employees’ salary and benefits. The table below is a summary of the
full time equivalent (FTE) projected:

Gencra Categorical Spec'?l Total General
Bund Programs Edueation Fund FTE
Unrestricted £ Program
Certificated 421.90 4.50 85.80 512.20
Certificated Administrator 39.00 1.20 2.00 42.20
Classified 152.15 23.43 105.22 280.81
Classified Manager 9.22 5.63 2.00 16.85
*FTE Total 622.27 34.76 195.02 852.06

*Note: Full Time Equivalent (FTE) is 8 hours/day



The following are the major expenditure changes in 2020-21 compared to 2019-20.
e Step, column, and longevity increase are included for all staff based on current staffing. The

Here is a history of the total Statutory Benefit Rates:

General Fund has a net decrease of <9.775> FTE positions. This includes a reduction of <2.4>
FTE Teachers on Special Assignment and Instructional Coaches; and <2.0> Certificated
Administrators in Special Education. We plan to add 1.0 FTE Psychologist to oversee the
in-house mental health program. Reduction of <1.0> FTE SDC Teacher and <3.75> FTE
Instructional Aide in Special Education to meet the changes in student needs. We reduced <2.0>
FTE Custodial/Bus Driver positions and added 0.375 FTE for the new Campus Security position
at Cal Hills.

The current medical benefits cap is $971/month, which is $14,787, with dental and vision,
annually per employee. Currently, the medical premium for single employee coverage is below
the cap, we project a 15% premium increase.

Estimated cost for Health and Welfare is $8,694,825 for active employees and $579,613 for
retirees. These costs are normally adjusted during the First Interim, after open enrollment.

The total statutory benefits are projected at $21,468,982 including a $5,000,000 state funded
STRS on-behalf payment. The following estimated rates are used in the calculation:

15-16 16-17 17-18 18-19 19-20 20-21
STRS (Certificated) 10.73% | 12.58% | 14.43% | 16.28% | 17.10% | 16.15%
PERS (Classified) 11.85% | 13.89% | 15.53% | 18.06% | 19.72% | 20.70%
Social Security 6.20% 6.20% 6.20% 6.20% 6.20% 6.20%
Medicare 1.45% 1.45% 1.45% 1.45% 1.45% 1.45%
Unemployment Insurance | 0.05% 0.05% 0.05% 0.05% 0.05% 0.05%
Worker's Comp 2.95% 1.98% 1.82% 1.76% 1.87% 1.92%
Total Certificated 15.18% | 16.06% | 17.75% | 19.54% | 20.47% | 19.57%
Total Classified 22.50% | 23.57% | 25.05% | 27.52% | 29.29% | 30.32%

Supplies and Other Operating Expenditures

All prior year program deferred revenue and ending fund balances, <$3,951,607>, are taken out
of the budget. We assume that they will be fully spent in 2019-20. After the 2019-20 books are
closed, we will adjust the budget to add in the program deferred revenue and ending fund

balances.

Other major increases in expenditures include:
» Utilities: water, electricity & gas, waste disposal: $105,000
» Liability insurance premium: $132,592
» Non-Public School tuition: $75,787

Capital Project
<$1,651,823> from prior year capital projects are taken out of the budget.

Other Outgo and Transfers Out to Other Funds
a) $401,528 — Increase for payment to the Special Education County Program and Group Home

Placements
b) <$170,203> — Decrease for payment to Metro-Ed
¢) $82,623 — Increase for transportation through EVSTA
d) $212,511 — Increase in contribution to the Child Development Center and Student Nutrition

Services
8



General Fund Projected 2020-21 Ending Fund Balance

The ending fund balance is an important component that reflects the financial health of a district.
Districts must follow AB 1200, to have a minimum reserve level that depends on the size of the district.
The statutory requirement for our District is 3% reserve designated for economic uncertainty.

The 2020-21 General Fund projected ending fund balance is $4,247,160.

2020-21 Ending Fund Balance

Designated for Economic Uncertainty (3% Required Reserve) $3,832,160
Revolving Cash $15,000
Stores & Prepaid $400,000
Total $4,247,160

Multi-Year Projections

The multi-year projection is also part of the AB 1200 requirements. It provides the public with a
snapshot of our District’s financial status at a given time. As new information becomes available and
spending plans change, the budget is revised along with the multi-year projection. The purpose of the
multi-year projection is to assist with financial decision-making, which involves staffing and program

changes in the two years following the budget year.

The 2020-21 school year is a unique year for our District’s budget planning due to the impact of the
COVID-19 pandemic. With the drastic budget reduction proposals released in the Governor’s May
Revision to cope with the devastating revenue loss at the State level, our District prepared three
scenarios in planning for the subsequent two years. The differences between each scenario depends on
the amount of revenue from the State based on the factors in calculating the LCFF. Here are the three

scenarios:



General Fund 2020-21 Multi-Year Projections

Scenario #1: The LCFF revenue is reduced by 7.92% for 2020-21. The Revenue will revert back to the
2019-20 level for the 2021-22 and 2022-23 years with 0% COLA. Here are the factors that are used to
calculate LCFF revenue:

Description Estimated Actual Projection Projection Y1 Projection Y2
Scenario 1 2019-20 2020-21 2021-22 2022-23
ADA 10,009.48 10,065.00 10,135.00 10,245.00
COLA (%) 3.26% 2.31% 0.00% 0.00%
Supplemental Funding % 46.14% 45.25% 43.38% 41.29%
LCFF Deficit Factor 0.00% <7.92% > 0.00% 0.00%
Est. Actuals Proposed Future Projections
Scenario 1 2019-20 2020-21 2021-22 2022-23
Beginning Balance $14,187,366 $6,133,211 $4,247,160 $4,316,434

Revenues Before

$119,389,616| $110,777,657| $117,942,414| $118,562,898
Transfers In

Expenditures and $129576,104| $127,313,440| $129,730,494| $132,213,247
Transfer out

Net Change /Deficit
Spending Before ($10,186,488)| ($16,535,783)| ($11,788,080)| ($13,650,349)

Transfers In

Transfers In from Other $2.345,039| $15074,949| $12,246,352| $7.619,333
Funds
fers Oth | _ ,
Sxamstensicutve Do ($212,706)|  ($425,217)]  ($389,000)[  ($389,000)
Funds
|
Net Change /Deficit
Spending After ($8,054,155)| ($1,886,051) $69,271| (56,420,016)
Transfers In
Ending Balance $6,133,211| $4,247,160| $4,316,434| (52,103,584
3% Required Reserve $3.893,664| $3,832,160 $3,903,584| $3,978,067
g;ger Reservesand $2,239,547 $415,000 $412,847 $412,847
t
Shauiidie et 0 $0 $0 so| (56,494,498)

balance the Budget

Summary: Under Scenario 1, the District will use all available reserves for the years 2020-21 and
2021-22. The District will be in a deficit of $6,494,498 in 2022-23.
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Scenario #2: The LCFF revenue is reduced by 7.92% for all three years from 2020-21 to 2022-23 with a
COLA increase for the 2021-22 and 2022-23 years at 2.48% and 3.26% respectively. Here are the
factors that are used to calculate LCFF revenue:

Description Estimated Actual Projection Projection Y1 Projection Y2
Scenario 2 2019-20 2020-21 2021-22 2022-23
ADA 10,009.48 10,065.00 10,135.00 10,245.00
COLA (%) 3.26% 2.31% 2.48% 3.26%
Supplemental Funding % 46.14% 45.25% 43.38% 41.29%
LCFF Deficit Factor 0.00% <7.92%> <7.92% > <7.92% >
Est. Actuals Proposed Future Projections
Scenario 2 2019-20 2020-21 2021-22 2022-23
Beginning Balance $14,187,366 $6,133,211 $4,247,160 $4,319,322
Re Bef
venues belore $119.389,616| $110,777,657| $112,592,286| $116,117,602
Transfers In
Expenditures and $129.576,104| $127,313,440| $129,637,932| $132,118,183
Transfer out
Net Changs;/Deficit ($10,186,488) | ($16,535,783)| ($17,045,646) | ($16,000,581)
Spending Before
Transfers In from Other .
$2,345,039 $15,074,949 $17,506,807 $2,355,878
Funds
Vnisters Chrto Gier ($212,706)]  ($425217)|  ($389,000)]  ($389,000)
Funds
Net Change/Deficit
$8,054,155 1,886,051 72,161]($14,033,703
Spending After ( )| G ) 3 ($ )
Ending Balance $6,133,211 $4,247,160 $4,319,322| ($9,714,380)
3% Required Reserve $3,893,664 $3,832,160 $3,900,807 $3,975,215
Other R d
- Oe" eservesdn $2,239,547|  $415,000]  $418,512|  $418,512
Amount needs to ‘
0 0 0]($14,108,109
|balance the Budget : 2 i b )

Summary: Under Scenario 2, the District will use all available reserves for the years 2020-21 and
2021-22. The District will be in a deficit of $14,108,109 in 2022-23.
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Scenario #3: The LCFF revenue is reduced by 7.92% for all three years with 0% COLA increase. Here
are the factors that are used to calculate LCFF revenue:

Description Estimated Actual Projection Projection Y1 Projection Y2
Scenario 3 2019-20 2020-21 2021-22 2022-23
ADA 10,009.48 10,065.00 10,135.00 10,245.00
COLA (%) 3.26% 2.31% 0.00% 0.00%
Supplemental Funding % 46.14% 45.25% 43.38% 41.29%
LCFF Deficit Factor 0.00% <7.92% > <7.92%> <7.92% >
Est. Actuals Proposed Future Projections
Scenario 3 2019-20 2020-21 2021-22 2022-23
Beginning Balance $14,187,366 $6,133,211 $4,247,160 $2,135,331
R Befor
FPEIAIES SEREE $119.389.616| $110,777,657| $110,422,066| $110,992,802
Transfers In
Expenditures and $129576,104| $127,313,440| $129,730,494| $132,213,247
Transfer out
Net Clianyge) Deflclt ($10,186,488) | ($16,535,783)|($19,308,428) | ($21,220,445)
Spending Before
Transfers In from Other | ¢, 5,2 539]  §15074949] $17585,509|  $2.277,086
Funds
Transiers DUt Gidar ($212,706)]  ($425217)|  ($389,000)]  ($389,000)
Funds |
ficit
Net Ciange,/ Detic] ($8,054,155)| ($1,886,051)] ($2,111,830)($19,332,359)
Spending After L
Ending Balance $6,133,211| $4,247,160| $2,135,331|($17,197,028)
3% Required Reserve $3,803,664| $3,832,160] $3,903,585| $3,978,067
Other R d
C/tger Eseaeat $2,239,547 $415,000 $415,000 $415,000
Amount needs to :
0 ol ($2,183,254)|($21,590,095
balance the Budget 3 3 ( | )

Summary: Under Scenario 3, the District will use all available reserves for the year 2020-21. The
District will be in a deficit of $2,183,254 for 2021-22 and $21,590,095 for 2022-23.

We have attached the detailed multi-year projection worksheet of each scenario for your reference.
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Conclusion

With the conservative and prudent budget management from the past years, the District has the
following available reserves at the end of the 2019-20 school year to help balance the General Fund

budget:

e Special Reserve Fund 170:  §15,711,996
e Post Retirement Fund 200:  $1,779,568
e Building Fund 210: $15,876,089

Total: $33.367,653

It is apparent, under each scenario, that the District will deplete the available reserves including the
balance from the Building fund, which should be designated for building repairs and maintenance. After
using up all of the District’s available reserves of $33.3 million, the District still needs additional
resources in order to have a balanced budget in the year 2022-23.

The drastic revenue loss statewide, nationwide, and worldwide caused by the pandemic is
unprecedented. It is not realistic that we can weather this financial storm on our own. We urge the state
leaders to advocate for education and obtain financial relief from the Federal government to lift this

drastic cut to Education as proposed.

As for the District’s regular operations; each year, MUSD will incur approximately $6,000,000 in
on-going expenditure increases in operations due to the increase in staff salary placement changes,
pension cost, health and welfare, insurance premium, etc. Unlike other industries, more than 80% of our
operational cost is on people and 85% of our funding is provided by the Government. This is the nature
of the educational field. Over the years, staff have applied for grants and obtained donations from local
companies and supporters. However, the grants and donations are considered supplemental funds to our
operations because these are not a guaranteed, on-going funding source for us to run operations.
Additional on-going income sources must be secured and staffing needs and performance will need to be
evaluated to reduce operational costs in order for us to get through this difficult time.

In recent years, many of the school districts in the Bay Areca, including the wealthier ones, have been
cutting back. MUSD implemented a cost reduction plan in 2018-19, which gave us a savings of
$799,000. Another reduction is planned for the coming year that will save approximately $1.5 million.
However, most of our savings result from shifting funds, meaning that they are not true reductions to the
extent of the dollar value expected. These are temporary solutions, because the cost still exists. Tt is just
a matter of which pot of funds it is being paid from, ultimately it is still a cost to the District.

In preparing for the coming year’s operations, we will rely heavily on our reserves to help balance the
General Fund budget. Moving forward, the District should continue to explore additional revenue
income sources as well as discipline our spending by tightening staffing allocation and monitoring other
operational expenses. We should develop a realistic action plan; working collaboratively with leaders in
our teacher and classified bargaining units so that MUSD can weather through this financial storm and

be financially sustained for the years to come.
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FUND 010 - GENERAL FUND/UNRESTRICTED

General Information

The District's 2020-21 Proposed Budget is based on the Governor’s 2020 May
Revision and the guidance from School Services of California’s Financial Projections.
It also includes the 2019-20 Estimated Ending Fund Balance.

Revenue

The main source of the District’s revenue is the Local Control Funding Formula
(LCFF), which was signed into law on July 1, 2013. The factors affecting the LCFF
calculation are the percentage of Cost of Living Adjustment (COLA), the average daily
attendance (ADA), and the percentage of unduplicated pupil count of English
Learners, Low Income, and Foster Youth.

For the coming year, the Governor’s May Revision proposed to suspend the 2.31%
Cost of Living Adjustment (COLA), this will result in no increase to the base funding
rate of the formula. Also, the Governor proposed a 7.92% reduction in LCFF funding
compared to the 2019-20 funding level. Based on this proposal, our LCFF funding
will be short by about $8.5 million, offset by our attendance increase, the net changes
will be $7,117,533 less than the 2019-20 school year level.

Salaries

Salaries reflect employee step and column changes, plus other staffing changes to
date, such as retirement, resignation, and promotion. No salary improvement is
included in the projection.

Benefits

Changes to the fringe benefits have been included in the 2020-21 budget. This
includes benefit changes due to any salary adjustments or staff changes. The
statutory benefit rates have been updated based on the current available
information.

Other Expenditures

All known changes to date are included in the 2020-21 expenditures projection. The
carry-over from 2019-20 is not included. The estimated actuals for the fiscal year
2019-20 are based on the April 2020 financial reports.

June 2020 Fund 010 - General Fund/Unrestricted
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FUND 060 - GENERAL FUND/RESTRICTED

General Information

Restricted funds are entitlements and grants given by the Federal, State, and
Local government, agencies, and companies. These funds can only be used for
specified purposes.

Revenues

The Cost-of-Living Adjustment (COLA) is estimated at 0.0% for 2020-21. The
Federal, State, and Local revenues are projected to be $2,393,258 less than
2019-20.

This includes:

e ($1,795,577) - Prior year carryover is expected to be fully spent.

e ($ 133,460) - Federal Grants: Title I, II[, IV, Comprehensive Support and
Improvement.

o ($ 469,162) - State Grants: CTE Incentive Grant, Tobacco Use Prevention
Education, and SB 117 COVID-19.

e ($ 167,916) - Various Local programs that either receive a one time or
no guarantee funding such as: KLA-Tencor Grant, Special Education
Incentive, Silicon School Funds, and Community Grant Donations.

e $172,857 - Increase Routine Maintenance Contribution due to
salary and benefits rate changes.

Expenditures
The total expenditure budgets are balanced with the revenue budgets. The

District will continue to contribute to the Routine Restricted Maintenance
program. Carryover will be added after the books are closed.

Indirect Costs

Indirect costs are those costs of general management that are agency wide.
Indirect costs are determined by applying the approved rate to eligible
expenditures. The California Department of Education’s federally approved
indirect cost rate is 4.91% for 2020-21.

June 2020 Fund 060 - General Fund/Restricted
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FUND 080 - GENERAL FUND/RESTRICTED
SPECIAL EDUCATION

Expenditures

The total expenditures for the 2020-21 school year are projected at $24,808,414.
The contribution from the General Fund increased approximately by $1,050,015
more from the current year. This coming year, one position will be created to
support the Mental Health program, but staffing will not be increased for teachers,
school psychologists, speech and language pathologists, and occupational
therapists. By keeping two manager positions vacant, the program will have a
savings. In addition, the District is expecting funds from a grant to develop inclusive
preschools.

The following are a few highlights related to the expected program cost increases
for the 2020-21 school year:

e The creation of 1 District Mental Health Clinician position:

LCAP Goal #2 seeks to ensure that all students thrive academically, socially, and
emotionally. Part of this multi-year endeavor is the creation of an in-house mental
health program. For the 2020-21 school year, we are reducing our CASSY providers
at all the elementary school sites by hiring our own mental health counselors. These
counselors are hired pre-licensure (i.e. either still attending graduate school or
recently graduated from graduate school). These counselors are hired before they
have earned their licenses, and as such, require weekly supervision. In addition,
several in-coming school psychologists are earning their credentials as Licensed
Professional Clinical Counselors, and will also require supervision provided by the
District Mental Health Clinician. The District Mental Health Clinician supports
mental health counselors in providing support to all MUSD students through
individual and group counseling, consultation, and support to parents, teachers, and
administrators. By having our own program, we can expect to have a more
comprehensive system of support for our students.

 Hiring of 3 associate and 1 trainee mental health counselors:
In support of LCAP Goal #2, we are hiring mental health counselors. While we will
be reducing the CASSY contract by approximately $100,000, we may incur an

additional expense for benefits. The estimated salaries for these mental health
counselors is $130,000.

June 2020 Fund 080 - Special Education
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FUND 110 - ADULT EDUCATION

Milpitas Adult Education (MAE) serves over 3,500 adults, residence and non-residence,

yearly. The program also serves high school students whose graduation status is in

jeopardy, as well as inmates who are under the jurisdiction of the Santa Clara County
Office of the Sheriffs at the Elmwood Correctional Facility, Correctional Center for Women,
Main Jail and the Reentry Resource Center.

In 2013, MAE became a member of the South Bay Consortium for Adult Education
(SBCAE) mandated by Assembly Bill (AB) 86. With the passage of AB104, in 2015, the
school was funded through the Adult Education Block Grant. In 2018, California
Legislature mandated a change to the Adult Education Block Grant (AEBG), making it the
California Adult Education Program (CAEP).

MAE provides instruction in the following state-mandated curricular areas: adult basic
skills, adult secondary skills through high school diploma completion courses offered
through independent study, classroom-based instruction, and high school equivalency
diplomas, English as a Second Language (ESL), Citizenship preparation class to take the
naturalization test and short term Career Technical Education classes. MAE offers a variety
of fee-based community interest classes.

The Santa Clara County Correctional Facilities offer classes in adult basic education, high
school equivalency preparation classes, substance abuse relapse prevention, health and
safety education, parenting, conflict resolution, anger management, exit planning for
release, and short term vocational training. Due to the rising cost of employee salary and
benefits and the state budget shortfall, three full-time staff will be reduced to preserve the
correctional program.

The Governor’s May Budget Revise in response to the current COVID-19 health crisis is
making an impact on our projected Adult Education’s budget for the SY 20-21. The May
revision makes cuts to Categorical Funded programs and CAEP. Additionally, the
Correctional Facility has reduced its population by over 1,000 in the COVID-19
compassionate release. This will reduce the inmate-students served with programs.

The total projected revenue is $3,382,911, which does not reflect the Governor's May
revision proposal. Based on the most recent revenue projection from SBCAE (South Bay
Consortium for Adult Education), it is expected to be $104,727 less than what we
projected. The expenditure is projected at $3,628,172. The projected program deficit will
be ($ 245,261), which reduces the projected program ending fund balance to $275,908.

June 2020 Fund 110 - Adult Education
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FUND 120 - CHILD DEVELOPMENT CENTER PROGRAMS

The Child Development Center (CDC) provides part-day and full-day state preschool programs, as
well as school-age programs.

PART-DAY STATE PRESCHOOL PROGRAM

Five three-hour classes are held at the Rose and Sunnyhills CDC during the school year.
Approximately, 100 state subsidized and 20 full-cost pre-kindergarten children are served.
Students attend two, three, or five days a week. During the summer, two to three part-day classes
operate at the Rose CDC. 75-80% of the student population are multilingual families. Students are
provided with the opportunity to acquire various skills in preparation for kindergarten.

FULL-DAY STATE PRESCHOOL/CHILD CARE PROGRAM

One full-day preschool program at Rose CDC serves approximately 24 children, ages 3 and 4. The
program operates 237 days per year from 7:30 AM - 5:30 PM. In addition to meeting the child care
needs of families in the community, a rigorous preschool program helps ready children for
successful entry into kindergarten. The state assists qualified working families by paying a portion
of child care expenses on a sliding scale. Other families pay full-cost tuition for child care services.

SCHOOL-AGE PROGRAM

The extended day program operates at Randall, Rose, and Sinnott elementary schools.
Approximately, 85 students ranging from transitional kindergarten through sixth grade are served
from classroom dismissal time until 5:30 PM.

School-age care is available during summer, district in-service days, and winter and spring break
weeks from 7:30 AM - 5:30 PM. Aside from being a safe child care environment, this program
supports each student’s classroom teacher in helping that child achieve and/or maintain academic
success. In addition to homework support, school-age program teachers and paraprofessionals
engage students in grade-appropriate activities intended to complement classroom curriculum.
Some families pay full-cost tuition fees, while others receive financial assistance from the state.

ACCOUNTABILITY

Both part-day and full-day preschool programs use the California State Preschool Learning
Foundations and Frameworks to guide their academic, social-emotional, and physical development
instruction.

Curriculum and program assessment for all CDC Programs are in strict compliance with the State
Adopted Desired Results Developmental Profile tools (DRDP-PS and SA), the Early Childhood and
School-Age Environmental Rating Scales (ECERS and SAERS), and the Funding Terms and
Conditions (FT&C’s) for contracts with the California Department of Education.

The total revenue is projected at $1,832,240. Approximately, $1,145,945 is from State contracts
for subsidized childcare and $686,295 from; local revenue childcare, subsidized parent fees,
program collaborations with Head Start, Voluntary Temporary Transfer of Funds (VTTF), the
Quality Rating and Improvement System (QRIS) grant, and the Santa Clara County Pilot Rate
Program. Due to the shortfall of state funding and the rising cost of staffing, a contribution of
$62,449 is estimated from the General Fund to balance the budget in 2020-21.

June 2020 Fund 120 — Child Development
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FUND 130 - STUDENT NUTRITION SERVICES

The revenue projected for Student Nutrition Services in 2020-21 is $3,563,957. It is
an increase compared to the current year due to the COVID-19 pandemic. Each free
and reduced-priced meal served to students receives federal and state
reimbursements. Full-pay meals and afterschool snacks receive only federal
reimbursement. Other revenue sources are meals served to full-paying students and
adults, ala carte sales, catering functions, and contracts.

Lunch is served at all fourteen schools. Before-the-Bell breakfast is served at seven
of the ten elementary schools and all secondary schools. Nine elementary and all
secondary schools offer “Second Chance” breakfast, which is served during the mid-
morning recess. All secondary schools sell ala carte items. Over one million
reimbursable meals are served to students each year, with a daily average of 4,000
lunches and 1,600 breakfasts. As of March 31, 2020, 23.19% of the students (2,402)
qualify for free meals, 7.05% (730) for reduced price of 40¢ for lunch and 30¢ for
breakfast, and 69.77% are full pay.

Budget assumptions for the 2020-21 school year are based on state and federal
reimbursement rates, income from paid meals, and other food sales. Student
Nutrition Services will continue to expand the Seamless Summer Program at three
eligible sites to increase lunch participation to help generate additional revenue. We
are actively working, throughout the school year, with vendors to offer a greater
variety of foods and menu choices that will attract more students to participate in
the breakfast and lunch program. Meanwhile, we strive for continuous improvement
in our meal programs to ensure our service is student-centered, accessible, and
desired by our diverse student population.

With the cost of food and supplies continuing to rise, and the increase of employee

salaries and benefits due to contractual obligations, the SNS program requires a
general fund contribution of $303,768 to balance the budget in year 2020-21.

June 2020 Fund 130 - Student Nutrition Services
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FUND 140 - DEFERRED MAINTENANCE

The adopted 2009 State Budget Act made several significant changes to this Fund.
The funding is now part of the Local Control Funding Formula (LCFF) as unrestricted
General Fund revenue. Local matches are no longer required. Primarily, the revenue
in this fund is from the Building Fund transfer-in of $300,000 and $1,000 from
earned interest. The District has budgeted $301,000 for repair and maintenance and
equipment replacement projects. No ending fund balance is projected.

June 2020 Fund 140 - Deferred Maintenance
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FUND 170 - SPECIAL RESERVE FUND FOR OTHER THAN
CAPITAL OUTLAY PROJECTS

The District adopted Resolution 2012.15 in 2011-12 to establish Fund 170 - Special
Reserve Fund for Other Than Capital Outlay Projects. After the fund was established,
the District transferred $10,000,000 from Fund 210 - Building Fund into this
account.

At the end of fiscal year 2013-14, the District received a one-time fund of $7,159,830
as a result of the Redevelopment (RDA) settlement. In 2019-20, the amount of
$895,039 was transferred out to the General Fund. This was to accommodate the
one-time spending plan developed for the District over the year. $993,078 was
budgeted for the 2020-21 school year.

An interest earning of $140,000 was projected for the overall fund. An estimated
$12,131,871 will be transferred out to the General Fund to help balance the 2020-
21 budget. The projected ending fund balance is $2,727,047 for 2020-21.

June 2020 Fund 170 - Special Reserve for Other Than Capital Outlay Projects
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FUND 200 - POST EMPLOYMENT BENEFITS

The District established this fund in 2005-06 as a reserve against unfunded liability
related to post retirement benefits according to GASB 75. Each year, from 2005-06 to
2007-08, the District has transferred a $500,000 savings from the General Fund to
this fund. There are no restrictions on how to use this fund in the future years.

The only income projected under this fund will be the interest revenue earned during
the year, which is estimated at $34,224 for 2020-21. We project a transfer of $500,000
to General Fund to help balancing the budget. The projected ending fund balance will
be at $1,313,792 for 2020-21.

June 2020 Fund 200 - Post Employment Benefits
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FUND 210 - BUILDING FUND

Revenues projected in this fund are primarily from Milpitas Successor Agency pass-
through payment and revenue long-term leases.

The following are the details of the major leases:
= (alaveras Center (Formerly Menlo Equity)
= Milpitas Montessori
= Merryhill (Formerly Rainbow Bridge)
= (Calaveras Retail Center

The Districtis also projected to receive redevelopment pass-through revenue, which
is calculated by the county office.

Expenditures relating to capital purchases and property improvements are
recorded in this fund, as well as expenses associated with rental and lease property
management.

The revenue is projected at $1,296,122 from redevelopment agency pass-through,
$1,030,749 from leases, rentals and $183,304 in earned interest. The redevelopment
agency pass-through revenues are projected to be significantly less than the 2019-
20 level due to the uncertainty of the economic climate in the housing market. For
this reason, we are taking a conservative approach in projecting the revenue.

Expenditures are projected at a total of $4,031,473. This includes $442,895 in salary
and benefits for staff who manage the Measure AA Bond program; $400,000 is to
pay for the shared cost at the San Jose City College Joint Use Center; $1,450,000 for
regular annual transfer out to General Fund to support the routine restricted
maintenance program; $300,000 for transfer out to Deferred Maintenance Fund for
repairs and maintenance projects.

The projected ending fund balance for 2020-21 is at $14,354,791.

June 2020 Fund 210 - Building Fund
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FUND 213 — MEASURE AA BOND

On November 6, 2018, District voters approved Measure AA, authorizing the issuance of up to $284
million in general obligation bonds. Last year, the District issued $75,000,000 to cover the costs for
Phase | projects.

The following projects were completed during the 2019-20 fiscal year:
® Painting at Burnett, Curtner, Pomeroy, Milpitas High and Maintenance Operations
Transportation
® Paving at Pomeroy, Rose, Sinnott, Russell and Maintenance Operations Transportation
e Roofing at Pomeroy, Russell, Milpitas High
e Spangler Piping Phase | and HVAC

The following projects are in progress and are expected to be completed:

e Painting at Milpitas High, Phase Il Summer 2020
e Paving at Spangler, Weller, and Zanker Summer 2020
e Roofing at Burnett, Spangler, Weller, Zanker and Milpitas High Summer 2020
e Track & Field at Rancho and Russell Winter 2020
e HVAC at Rose, Spangler, Weller, and Zanker Fall 2021

e Randall Modernization Fall 2021

e Mattos Phase Il Fall 2021

e Milpitas High Performance Arts Center and Gymnasium Fall 2023

e Ayer Innovation Center TBD

e Districtwide Fencing TBD

This upcoming year, Staff will be seeking architect firms from the Board approved pool for
modernization projects at Rose, Spangler, Weller, Zanker and CDC.

The estimated interest revenue in 2020-21 is $500,000. Due to the uncertainty of the economy, we
estimated this as the only revenue. But, it will be adjusted throughout the year.

June 2020 Fund 213 - Measure AA Bond
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FUND 250 - CAPITAL FACILITIES

The District collects fees from developers of residential and commercial buildings
based upon the square footage of the home or commercial facility to be built. This
money, also called School Impact (Developer) Fees, is used to help provide facilities
for students. All fees collected from developers are deposited into this fund.

The total revenue is estimated at $139,368 for 2020-21, which includes $39,368 in
interest earnings. The reduction in developer fees is due to the fact that most of the
major development projects have been completed in prior years and there are no
substantial projects in the near future. Throughout the year, revenue is adjusted
based on the actual receipts. The total expenditure is projected at $152,231. The
projected ending fund balance for 2020-21 is at $5,187,634.

June 2020 Fund 250 - Capital Facilities
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