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May 5, 2008

John P. Glaser, Superintendent
Napa Valley Unified School District
2425 Jefferson Street
Napa, California 94558

Dear Superintendent Glaser,

In October 2007, the Fiscal Crisis and Management Assistance Team (FCMAT) entered into an agree-
ment for a fiscal review and multiyear projection with the Napa Valley Unified School District. The 
agreement specified the following:

1.	 The district provides salary compensation to all its employee groups based upon a formula 
defined as the Cost of Living Allowance (COLA) minus one percent at the beginning of each 
fiscal year. The computation of this formula includes each employee group receiving a distribu-
tion or percentage of the total unrestricted expenditures of the general fund budget. Any vari-
ances in this percentage distribution are reconciled at year end.

 	 The district is requesting the team to conduct an in-depth review of the district’s 2007-08 general 
fund budget and complete a multiyear financial projection for the current and two subsequent 
fiscal years. The team shall utilize FCMAT’s Budget Explorer v.2.0 Multiyear Financial 
Projection software to complete this component of the work. The MYFP should include the 
multiyear fiscal impact of the district’s current salary formula.

2.	 The district currently sponsors five charter schools within the district boundaries. The team shall ana-
lyze the current charter agreements and provide an analysis to determine if the district is recovering 
the maximum allowable costs or fees for providing services under the law. 

The attached final report contains the study team’s findings with regard to the above areas of review. 
We appreciate the opportunity to serve you, and we extend our thanks to all the staff of the Napa  
Valley Unified School District.

Sincerely,

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 emer-
gency 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.

Management Assistance............................. 658	 (94.8%)
Fiscal Crisis/Emergency................................. 36	 (5.2%)

Note: Some districts had multiple studies.  
Districts (7) that have received emergency loans from the state. 
(Rev. 2/21/08)

Total Number of Studies.................... 694
Total Number of Districts in CA........... 982
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Introduction

The Napa Valley Unified School District serves approximately 17,400 students in grades 
K-12. The district has 32 schools located on 28 sites. This includes 22 elementary 
schools, five middle schools, four high schools and an adult school. Approximately 23% 
of the student population are English language learners. In the 2006-07 fiscal year, the 
district had 963 teaching staff and just over 708 classified staff. The district is overseen 
by a seven-member Governing Board.

In August 2007, the Fiscal Crisis and Management Assistance Team (FCMAT) received 
a request for a fiscal review of the district. A multiyear projection also was requested. A 
later amendment to the study agreement provided for a technology services review. As 
defined in the study agreement between FCMAT and the district, the scope of the work to 
be performed is as follows:
		

1.	 The district provides salary compensation to all its employee groups based upon 
a formula defined as the Cost of Living Allowance (COLA) minus one percent at 
the beginning of each fiscal year. The computation of this formula includes each 
employee group receiving a distribution or percentage of the total unrestricted 
expenditures of the general fund budget. Any variances in this percentage distribu-
tion are reconciled at year end. 
 
The district is requesting the team to conduct an in-depth review of the district’s 
2007-08 general fund budget and complete a multiyear financial projection for 
the current and two subsequent fiscal years. The team shall utilize FCMAT’s 
Budget Explorer v.2.0 Multiyear Financial Projection software to complete this 
component of the work. The MYFP should include the multiyear fiscal impact of 
the district’s current salary formula.

2.	 The district currently sponsors five charter schools within the district boundaries. 
The team shall analyze the current charter agreements and provide an analysis to 
determine if the district is recovering the maximum allowable costs or fees for 
providing services under the law. 

3.	 Review the organizational structure and staffing of the district’s technology ser-
vices department and provide recommendations for improvement, as necessary.

4.	 Review the district’s delivery of administrative and instructional technology ser-
vices and provide recommendations for improvement, as necessary.
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Study Team
The FCMAT study team was composed of the following members:

Michelle Plumbtree				    Andrew Prestage
Chief Management Analyst			   Management Analyst
Fiscal Crisis and Management		  Fiscal Crisis and Management
  Assistance Team				      Assistance Team
Petaluma, California				    Bakersfield, California

Laura Haywood				    Linda Grundhoffer
Public Information Specialist			  FCMAT Consultant
Fiscal Crisis and Management		  Danville, California
  Assistance Team					   
Bakersfield, California			   Greg Lindner*
							       Director of Technology Services
Margaret Rosales				    Elk Grove Unified School District	
FCMAT Consultant 				    Elk Grove, California
Kingsburg, California

*As a member of this study team, this consultant was not representing his employer, but 
was working solely as an independent consultant for FCMAT.

Study Guidelines
FCMAT visited the district in November 2007 and in January 2008 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•	
2007-08 Preliminary Budget Review•	
Components of Unrestricted Ending Fund Balance•	
Multiyear Financial Projection•	
Salary Settlements, AB 1200, and Collective Bargaining Agreements•	
Comparative Analysis•	
GASB 45•	
Vacation Liability•	
Charter Schools•	

Charter School Oversighto	
Charter Schools and Proposition 39o	
Charter Schools and Other Operating Serviceso	

Technology•	
Organizational Structure and Staffingo	
Provision of Serviceso	
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Executive Summary
2007-08 Budget and Multiyear Financial Projections
FCMAT reviewed all the district’s funds by resource to identify trends and formulate 
questions about the current status of accounts. This allowed FCMAT to project the funds 
in two subsequent years. There were few questions or concerns regarding the general 
fund. Some budget areas or priorities the district should consider adjusting include self-
insurance funds, step and column costs, and carryover in special education.

The adopted budget is developed with several unrestricted fund balance components even 
though those dollars will be spent in the same fiscal year. Setting aside large reserves 
at the time of budget adoption rather than budgeting expenditures in the appropriate 
expenditure budgets can lead to a misrepresented budget and the required calculations 
not being done appropriately. As the budget should represent the plan for the year, dollars 
should be budgeted in the specific expenditure category rather than in a reserve. Some of 
the reserves FCMAT has recommended to be budgeted differently in the future include:

General reserve•	
Retiree benefit/vacation liability•	
Reserve for formula adjustment•	
Self-insurance for workers’ compensation fund transfer•	
Noncategorical carryover•	
CSR, 9•	 th grade

Multiyear Financial Projection Summary
Unrestricted General Fund

Description Base year 
2007-08

Year 1 
2008-09

Year 2 
2009-10

Total Revenues 87,223,130 84,658,373 87,015,198
Total Expenditures 78,926,828 80,290,063 82,931,604

Excess (Deficiency) 8,296,302 4,368,310 4,083,594
Total Other Sources/Uses (11,963,984) (13,485,881) (13,354,207)

Net Increase/Decrease (3,667,682) (9,117,571) (9,270,613)
Beginning Balance 11,072,057 7,404,375 (1,713,196)

Ending Balance 7,404,375 (1,713,196) (10,983,809)
Reserved Balances 50,000

Revolving Cash 15,000 15,000 15,000
Stores 228,927 228,927 228,927

General Reserve 50,000
3% Reserve 3,756,300 3,788,716 3,865,484
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Description Base year 
2007-08

Year 1 
2008-09

Year 2 
2009-10

Other designated 2,248,680 2,248,680 2,248,680
Undesignated 1,055,468

Negative Shortfall (7,994,519) (17,341,900)

FCMAT has developed a multiyear financial projection (MYFP) reflecting that the district 
will be able to maintain the state-required reserve of 3% in 2007-08, but not in 2008-09 
or 2009-10. These projections are based on assumptions listed later in the report, but 
do not include any negotiations settlements other than the negotiated formula with the 
certificated bargaining unit in 2007-08 and 2009-10. The MYFP assumes that the district 
will continue to operate in the same manner with the ongoing costs currently in place. 
This includes the costs of step-and-column adjustments, the negotiated formula with the 
certificated bargaining unit, utilities and other ongoing expenditures such as encroach-
ment from special education and transportation. It is also assumed that the district will 
continue to carry over significant balances in some categorical programs just as in past 
years. Salary increases and/or health and benefit increases, as well as any other increased 
expenditures, would significantly affect the ending fund balance. 

The Governor’s 2008-09 budget proposal includes severe cuts to education, and those 
proposed cuts have been included in the multiyear projection that FCMAT has produced. 
As the state budget continues to be developed and further revised, the district will need 
to update its projections accordingly. Although the budget proposal may evolve from its 
present form, FCMAT’s policy is to provide a conservative projection in the absence of 
an approved state budget.

Salary Settlements, AB 1200, and Collective Bargaining 
Agreements
FCMAT reviewed the three collective bargaining agreements with:

Napa Valley Educators’ Association•	
Napa Association of Pupil Services (itinerant certificated speech and language •	
specialists and psychologists)
California School Employees Association•	

All three agreements mention a salary formula, although it is titled differently in each 
agreement. The documentation for the formula(e) is outdated and unclear. In 1986, the 
association and the district jointly determined that the district’s commitment to the certifi-
cated salary schedule was 61.83% of various revenues, including:

Revenue limit funds1.	

Local taxes2.	
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P181-874 funds3.	

Unduplicated monies4.	

Special Education Master Plan funds5.	

Miller-Unruh funds6.	

107.	 th grade counseling funds

Interest on most savings8.	

Interagency ROP funds9.	

Expenses that are then to be subtracted from the resulting amount include:

Salary and statutory benefits, except for workers’ compensation•	
Health/welfare•	
Golden handshake payments•	
Retiree benefits•	

Any money left over from the calculation is then used to adjust the salary schedule by no 
less than the COLA less 1%. The certificated association has agreed to an adjustment to 
the schedule of no more than the COLA plus 1% in any given year.

The formula percentage was changed through negotiations in 2006-07 from 61.83% to 
62.30% to cover the increase in health benefits.

Although conversations, clarifications, and changes regarding the formula appear to be 
handled cooperatively, there appears to be little documentation or signed minutes noting 
any agreements. These agreements need to be formalized to document what each agree-
ment entails, including any changes from year to year. A single document containing all 
updates and agreements is essential and alleviates the need to review individual docu-
mented changes to fully understand what the formula represents.

FCMAT reviewed the district’s documentation and spreadsheets of formula calculations. 
From that, FCMAT developed a different format and spreadsheet to simplify the calcula-
tion. The FCMAT team met with the district on the updated format and spreadsheet and 
it was agreed that the simplified formula and narrative did not change the interpretation 
of the agreement, but would simplify the process and help participants to understand 
what the formula entailed. The district should consider revising the current collective 
bargaining agreement formula language and worksheets in each of the negotiated union 
agreements to this simplified calculation.

The negotiations formula does not include all certificated salaries or salary components, 
such as worker’s compensation. Although the expectation is for 62.30% of all expendi-
tures to be used for certificated salaries, not all certificated salaries are part of the  
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calculation. Examples include district-sponsored elementary school music program 
certificated positions, certificated technology teachers, reading support teachers, and 
categorically funded positions except for continuation education, community day school, 
and special education. Yet, all of these expenditures will increase through implementation 
of the formula. All unrestricted certificated salaries should be part of the 62.30%.

Because restricted certificated salaries benefit from the 62.30%, a payback or direct 
charge should be paid to the district. Otherwise, the district will pick up the cost of these 
other positions, even though the district cannot count it toward its share of the 62.30%.

Although salary formulas are used statewide, certain concerns with the present formula 
should be noted. Since the current formula takes into account all new unrestricted money 
coming to the district from the state (COLA minus deficit), none of the new unrestricted 
revenue is used to fund ongoing increasing costs, such as utilities and insurance. Since 
the district is not growing, and most of any new unrestricted money coming to the district 
goes to employees, ongoing increasing operational costs must be covered by moving the 
costs to other resources or decreasing budgets.

FCMAT requested School Services of California (SSC) to prepare a Comparative 
Analysis of District Income and Expenditure (CADIE) and a Salary and Benefit Report 
(SABRE). Those reports are considered part of this report and have been forwarded to the 
district under separate cover.

GASB 45
Funding retiree health and welfare benefits has been a major issue for many employers in 
both the private and public sectors. Few employers, such as Napa Valley USD, can fund 
these benefits in advance, so they use the pay-as-you-go method.

Napa Valley USD’s bargaining agreements offer retiree benefits, so adherence to and 
compliance with these GASB statements is required. GASB requires the expense to 
be charged to the agency’s income statement, not to pre-fund retiree healthcare plans. 
Although it is not necessary for an agency to contribute the full annual required amount 
on a cash basis each year, it is desirable to do so.

Although the district has not yet adopted a formal plan, its strategy for addressing retiree 
benefits obligations is to join the CalPERS PEMHCA plan at an initial amount of $5,000. 
The district plans to gradually reach full funding while minimally impacting the instruc-
tional program. This strategy also allows for flexibility to move dollars from a pay-as-
you-go system to fully funding the obligation.
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Charter Schools
Napa Valley USD has five charter schools:

River Charter School•	
Shearer Charter School•	
Phillips-Edison Charter School•	
Napa Valley Language Academy Charter School•	
Stone Bridge Charter School•	

Average daily attendance for 2006-07 in the charter schools, excluding Stone Bridge, was 
11% of the total district ADA.

All five charter schools are located in district facilities as of 2007-08. Stone Bridge has 
moved from the fairgrounds to share a campus with Salvador Elementary School, which 
changes the way oversight fees will be charged to the school by the district. The district 
had not yet finalized negotiations with Stone Bridge for optional services at the time of 
FCMAT’s visit, so FCMAT’s analysis is based on the remaining four charter school finan-
cial and operational agreements. The agreements provided to FCMAT had expired except 
the agreement with Phillips-Edison Charter School. The district should ensure that all 
financial and operational agreements are finalized and signed before the beginning of the 
next fiscal year, rather than allowing a fiscal year to begin without a signed and enforce-
able agreement in place.

The district has developed formulas for charging the charter schools for services pro-
vided. FCMAT reviewed operating services and fees that the district supplies and charges 
to the charter schools, and did not find that the charges were excessive or outside the 
law. The district should require the charter schools to name the district as an insured 
on the charter’s liability insurance. The district should update the charter school agree-
ments annually to include applicable funds on which indirect costs will be charged, and 
to clarify that work orders will be reimbursed to the district at their actual cost or other 
agreed-upon fee or method.

Technology Department
The Technology Department performs many of its functions well. However, the decen-
tralized management of aging computers and site management of instructional assistants 
hinder the district’s efforts to move forward with technology. FCMAT believes that the 
definition and enforcement of support standards will help bridge the gap between the 
demand and provision for technology support services. For example, the instructional 
assistants are paid out of the Technology Department’s budget but are supervised by 
the site principal. To provide a more uniform level of support and keep the department 
better apprised of technology issues, these staff members should report to the Director 
of Technology, who would work in collaboration with the school principal to meet site 
needs.
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Although the need for technology services in the district has grown dramatically, tech-
nology staffing has not increased to meet the demand. The current estimated computer-
to-technician ratio is 1 technician to 1,250 computers. The average K-12 organization 
typically has a ratio between 1:750 and 1:1000 depending on the available tools and age 
of computers. To address this issue, the district should establish formal staffing formulas 
to provide guidance for staffing that will adequately meet the district’s technology needs 
with reasonable response times. Sites should be allowed to add staff beyond these mini-
mums, however, all technology staff should report to the Director of Technology.

The current practice of the Technology Department is that district-sponsored support 
stops at the jack in the wall in terms of ongoing equipment replacement, support and 
maintenance. All other hard costs are borne by the site. This results in varying levels 
of equipment and ages of computers from one site to another, depending on how the 
principal prioritizes technology. The district should develop and fund minimum standards 
for technology. Minimum technology standards should apply to every classroom that is 
connected to the network, as well as labs. There should be a designated number of labs 
for each school level (elementary, middle, and high school). The district should set up a 
capital replacement fund to refresh or replace all computers five years old or older each 
year following the minimum standards set.
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2007-08 Preliminary Budget Review

One of the unique characteristics of fund accounting, as compared with commercial 
accounting, is the use of budgetary accounts. These accounts project the amount to be 
received and expended in a specific period of time to carry out the educational agency’s 
goals. Budgetary accounts allow for comparisons between projections and what has actu-
ally occurred during the year. 

Governmental Accounting Standards Board (GASB) Statement 34, which applies to both 
state and local governments, changed the way budget information is reported in year-end 
audited financial statements. Agencies previously reported only the final budget and the 
results of financial transactions. Under GASB 34, the budgetary comparison must include 
the original budget, the final budget, and the results of financial operations for the general 
and major special revenue funds.

Napa Valley Unified School District (Napa Valley USD) presented a balanced adopted 
budget for the 2007-08 fiscal year, including anticipated salary increases and maintaining 
current expenditures. There were few significant changes from the prior year.
 
Issues affecting the Napa Valley USD budget include shifting enrollment both from grade 
level to grade level and from area to area in the district. Elementary enrollment is declin-
ing (other than in the city of American Canyon) while the high schools are facing an 
enrollment increase. High school campuses are being impacted by the increase, although 
the new high school in American Canyon will alleviate some of the problem. To address 
some of these issues the district has formed a Facilities and Program Task Force to 
develop a facilities and program master plan for the effective and efficient use of district 
facilities and establish district direction for programs that support diverse student popula-
tions, and parent and school choice. 

The district entered Program Improvement status in 2006-07. This has required instruc-
tional changes and redirection of some categorical funding. These funds will need to 
continue to be monitored to ensure the implementation of the district’s LEA plan. 

FCMAT reviewed all the district’s funds by resource to identify trends and formulate 
questions about the current status of accounts. That review allowed FCMAT to project the 
funds in two subsequent years. There were few questions and/or concerns regarding the 
general fund. Listed below are areas that the district should consider adjusting in terms of 
budget and/or priority.

Self-insurance Funds:  In 2006-07 the district transferred $1.4 million from its ending 
fund balance into the self-insurance fund. For 2007-08, the district has budgeted an 
additional $1.4 million: $500,000 for property and liability and $900,000 for workers’ 
compensation. In prior years the district had suspended the transfer of funds for this 
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purpose, and the insurance funds became severely depleted. With the transfers into the 
self-insurance fund in 2006-07 and 2007-08, the necessary reserves can be set aside to 
fully fund the programs. FCMAT has used the assumption that the $1.4 million transfer 
will continue in future years, as there is no information stating otherwise. The district 
should develop a strategy of funding the self-insurance funds rather than transferring 
money when it is available. The district should have a plan to keep the program fully 
funded and make that a stated priority in budget development, even if budget adjustments 
might be necessary to maintain those funds at a level that would fund potential claims if 
necessary, rather than just setting funds aside in a “good” year. In the past, transfers had 
been suspended when a budget crisis existed, but doing so has an extremely harmful and 
negative impact on future years.

Step and Column: FCMAT analyzed step and column for certificated and classified 
positions based on 2006-07 full-time equivalents (FTEs) and calculated a 1.8% estimate, 
which FCMAT used in the multiyear projection produced as part of this report. The 
district uses a 1.25% step and column amount based on its calculation several years ago.  
That percentage can vary year to year based on the population and years of experience of 
the teaching staff. FCMAT did not specifically verify the .75% step and column that the 
district uses for classified staffing, and used the same amount.

Carryover in Special Education:  Resource 6500, State Special Education, reflected a 
$334,867.42 carryover from 2006-07 to 2007-08. Reflecting carryover in this program is 
a concern because the special education program encroaches on the general fund, mean-
ing that a contribution from the unrestricted side of the budget was necessary to cover all 
costs in the program. The $334,867.42 carryover in 2007-08 means that the contribution 
was higher than it needed to be to balance the program in 2006-07. Thus, unrestricted 
funds were moved to a program where they were not necessary for that specific year. 
Also, the 2007-08 encroachment and subsequent contribution will be less because the 
carryover will balance part of the encroachment.  

Recommendations

The district should:

Develop a strategy for funding the self-insurance funds. Plan to keep the program 1.	
fully funded and make that a stated priority as part of budget development.

Analyze step and column for certificated and classified employees. Perform 2.	
calculations every two years to ensure that the budgeted amount is based on actual 
employee movement from year to year.

Ensure that contributions to restricted programs cover only the amount by which 3.	
expenses exceed revenue.
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Components of Unrestricted Ending Fund Balance

In governmental funds, the difference between assets and liabilities is reported as fund 
balance, which is divided into reserved and unreserved portions. The reserved fund 
balance is the portion that is unavailable for expenditure or is legally segregated for a 
specific future use. For example, stores, prepaid expenditures and revolving cash are 
not available for discretionary spending, so the portion of the ending fund balance that 
is attributed to those items must be reserved. The remaining amount of fund balance is 
unreserved and is separated into designated and undesignated portions. 

The state requires governing boards to designate a reserve for economic uncertainty, 
which for Napa Valley USD is 3%. Boards can designate other specific balances for 
intended uses such as equipment replacement or potential salary increases. Any remain-
ing amounts after designations are considered undesignated, unappropriated fund balance. 

One common practice that can affect the general fund budget is to designate specific portions 
of fund balance for specific purposes when closing the books. However, except in certain 
circumstances, it is not common to continue reflecting those fund balances when adopting the 
next year’s budget. While it may make sense to set aside fund balances at the time of unau-
dited actuals to ensure they are designated correctly in the next year’s budget, setting aside 
large reserves at the time of budget adoption rather than budgeting them in the appropriate 
expenditure budgets can lead to misrepresentation of the budget and the required calculations 
not being done appropriately, such as the routine repair and maintenance calculation that is 
based on expenditures, transfers out and other uses at the time of budget adoption. The budget 
should represent the plan for the year, and if dollars will be used in a specific category, they 
should be budgeted in the expenditure category rather than in a reserve.

Many school districts find themselves with a higher-than-forecasted ending fund balance 
when the books are closed. As a result, many stakeholders such as the unions, board members, 
and others want an explanation of the “extra” money. Reserves sometimes reflect dollars 
received late in the year from categorical programs or block grants that may not be expended 
because of lack of purchasing time. Equipment purchases planned for one year but delayed 
until the next leave dollars in the reserve, as do other long lead time purchases. Dollars that 
will be needed for salary settlements for union contracts that have not been settled or where a 
retro check is owed but not yet paid will also show as part of the reserve. If these dollars are 
not set aside in a specific reserve when closing the books, they could be erroneously spent in 
an unanticipated category as they would flow to the unappropriated reserve.

When the budget is adopted for the next school year, the unexpended dollars from the 
previous year would normally be budgeted in an expenditure category, rather than again 
residing in a fund balance account. For example, if a district allows unrestricted school-
site allocations that are unspent to be carried over by school site, the allocations would 
need to be set up as a designation of unrestricted fund balance at year end because they 



Fiscal Crisis & Management Assistance Team

COMPONENTS OF UNRESTRICTED ENDING FUND BALANCE12

are not to be taken away from sites and are not available for other purposes. However, 
these same dollars would not again show up in fund balances in the adopted budget for 
the next school year. The assumption has to be that the funds will be spent in the next 
fiscal year, unless there is a plan reflecting why they will continue to be unspent. 

It is essential to explain the reserve by designating amounts. Stakeholders need to 
understand that while the dollars are not yet spent, they are designated for a purpose. For 
example, while a designation for school-site carryovers does not legally restrict the fund-
ing, it does segregate those funds and makes it easier to explain their origin. 

FCMAT’s concern is that the adopted budget is developed with several unrestricted fund 
balance components even though those dollars will be spent in the same fiscal year. This 
affects other calculations, such as the routine repair and maintenance account transfer, 
basically understating the transfer as it is calculated at the time of adopted budget only.

The following table reflects the reserves that the district has maintained in the adopted 
budget in past years:

Historic Reserves
2007-08  

Adopted Budget
2006-07  

Adopted Budget
2005-06  

Adopted Budget
2004-05  

Adopted Budget
Revolving Cash $15,000 $15,000 $15,000 $15,000
Cash w/ Fiscal Agent $0 $15,000 $15,000 $15,000
Stores $226,228 $383,754 $402,493 $509,760 
General Reserve $50,000 $50,000 $50,000 $50,000
Designated 
for Economic 
Uncertainties

$3,696,107 $3,500,000 $3,500,000 $3,500,000

Prepaid 
Expenditures

$45,461

Retiree Benefit, 
Vacation Liability

$2,289,612.29 $3,339,895 $2,838,679 $2,032,617

Reserve for Formula 
Adjustment

$2,032,000 $850,000 $375,000

Self-insurance 
for Workers 
Compensation Fund 
Transfer

$900,000 $900,000 $350,000

Noncategorical 
Carryover

$759,405.54 $850,000 $901,082 $2,969,639

CSR-9th Grade $215,594.46
STRS Shift $900,000
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The reserves set aside in Revolving Cash, Cash with Fiscal Agent, Stores, Designated 
for Economic Uncertainties and Prepaid Expenditures are typical and raise no questions.  
However, there are issues with the following reserves:

General Reserve: Education Code Section 42124 states: “The budget may also contain 
an amount to be known as the general reserve in such sum as the governing board may 
deem sufficient, for the next succeeding fiscal year, to meet the cash requirements to 
which the district’s credit may be legally extended for that portion of said next succeed-
ing fiscal year until adequate proceeds of the taxes levied for, or apportionment of state 
funds made to, the district during such succeeding fiscal year are available to the district.”

Based on that definition, the district should not continue to set aside $50,000 in the gen-
eral reserve unless the Governing Board has deemed it necessary for the next fiscal year. 
The district was under the impression that the general reserve was mandated by the state 
and was unaware of the Education Code that mandates what the reserve represents.

Retiree Benefit/Vacation Liability: The district should consider splitting this reserve 
into two components, retiree benefits and vacation liability, and moving it to another fund 
or a liability account. This would occur via a board resolution and transfer to another fund 
if the board’s intent is to set these dollars aside, which is what the intent appears to be. 
Keeping a reserve in the general fund does not truly commit the funds and they instead 
appear to be “extra” money to a lay person, regardless of the intent.

Fund 17, Special Reserve for Other than Capital Outlay Projections, is used primarily to 
accumulate general fund monies for general operating purposes other than capital outlay 
(Education Code Section 42840). Amounts from this special reserve fund must first be 
transferred into the general fund or other appropriate fund before expenditures may be 
made (Education Code Section 42842). Monies for both retiree benefits and vacation 
liability could be transferred to Fund 17.

Fund 71, Retiree Benefit Fund, exists to account separately for amounts held in trust from 
salary reduction agreements, other irrevocable contributions for employees’ retirement 
benefit payments, or both. This fund should only be used to account for an LEA’s irre-
vocable contributions to a post-employment benefit plan for which a formal trust exists. 
Amounts earmarked for post-employment benefits but not contributed irrevocably to a 
trust should be accounted for in the general fund or a special reserve fund. Because the 
district does not have an irrevocable trust at this time, this fund could not be used for the 
retiree benefits currently in the general fund reserve, but may be a consideration in the 
future based on GASB 45 decisions (discussed later in this report).

Vacation liability funds are currently set aside in the general fund reserve. If they are not 
placed in a special reserve, Fund 17, they should be transferred into a long-term liability 
account, specifically object 9665, compensated absences payable. This liability account 
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is to reflect accumulated unpaid benefits that are provided to employees, including vaca-
tion and sick leave, and sabbatical leave paid to employees on termination or retirement.  
However, this liability account does not include sick leave balances for which employees 
receive only additional service time for pension benefit purposes.

Reserve for Formula Adjustment: Based on the negotiated agreement, funds are set 
aside in an account that are later retroactively paid to employees. Because it is known that 
these dollars are committed to salary and benefit accounts, they should be budgeted in 
salary and benefit accounts rather than being set aside in a reserve. Keeping the balance 
in a reserve understates the budget and is not appropriate.  

Self-insurance for Workers Compensation Fund Transfer: The amount reflected in 
this reserve is what is set aside when the books are closed the prior year to be moved 
to the self-insurance fund. The transfer usually occurs once the district fully closes the 
books (sometime in October or November). Since it is known at the time of budget adop-
tion that funds will be transferred to the self-insurance fund, they should be budgeted 
in an interfund transfer out account, such as object 7619, Other Authorized Interfund 
Transfer Out, rather than being budgeted in a reserve. Keeping the balance in a reserve 
understates the budget and is not appropriate.

Noncategorical Carryover: The funds set aside in the noncategorical carryover reserve 
generally consist of school site carryover and some department carryover, the largest 
being MAA funds, from the prior year. These are generally distributed from the reserve 
account to the budget categories once the district fully closes the books. Since it is known 
at the time of budget adoption that the carryover will be distributed, the estimated amount 
of distribution should be budgeted in an expenditure account and not in a reserve. If the 
district does not want these funds spent by the sites and/or departments until the amount 
is no longer a projection but is the actual amount, the account code structure could be 
developed so that access is not given to the site or departments until the amounts are 
finalized. Keeping it in a reserve to restrict access understates the budget and is not 
appropriate.

CSR, 9th Grade: The reserve in 9th grade CSR consists of prior carryover that the dis-
trict is utilizing to fund the encroachment portion of that program. Eventually it will be 
depleted and the program will truly encroach on the general fund because expenditures 
exceed revenues on an annual basis. The balance of the carryover should be recorded in 
the CSR program itself, and only at year end would a reserve exist, setting those dollars 
aside.

STRS Shift: This was a one-time occurrence in 2005-06.
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Recommendations

The district should:

Continue to set aside fund balances at the time of unaudited actuals to ensure 1.	
these specific funds are correctly designated in the next year’s budget.

Discontinue setting aside large reserves at the time of budget adoption rather than 2.	
budgeting them in the appropriate expenditure categories, unless there is a plan 
reflecting why they will continue to be unspent.

Discontinue reflecting the $50,000 general reserve in the fund balance per the 3.	
Education Code.

Consider splitting the retiree liability/vacation liability reserve into two com-4.	
ponents, retiree benefits and vacation liability, and move these components to 
another fund or a liability account.  

Budget the formula adjustment from the negotiations formula in expenditure 5.	
categories rather than in a reserve since the amount is known.

Budget the transfer to the self-insurance fund in an Interfund Transfer Out 6.	
account, such as object 7619, Other Authorized Interfund Transfer Out, rather 
than in a reserve account.

Change the practice of designating site and department carryover in a reserve 7.	
rather than an expenditure account. Consider developing the account code struc-
ture in a way that does not give access to the site or departments until the amounts 
are finalized.  

Budget the 9th grade CSR carryover in the program budget.8.	
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Multiyear Financial Projection

Multiyear financial projections (MYFP) are required by AB 1200 and AB 2756 and are 
a part of budget and interim reports. They should be produced accurately and timely and 
contain the most current fiscal information available. These projections allow the district 
and the county to assess revenues and expenditures and help ensure that the district will 
be able to meet its financial obligations in the current and two subsequent fiscal years. 
In developing and implementing the multiyear financial projection, the district’s primary 
objectives are to achieve and sustain a balanced budget, improve academic achievement 
and maintain local governance.

If 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 must notify the district Governing Board and the Superintendent of Public 
Instruction (SPI). The county office must follow Education Code 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 condi-
tion. For a district that does not meet its required reserve levels, the MYFP is designed 
to help the county and district formulate a plan to regain fiscal solvency and restore the 
required ending fund balance.

Napa Valley USD has a positive certification in 2006-07 first and second interim reports, 
and has again self-certified positive for the 2007-08 first interim. This means that based 
on current projections, the district is able to meet its financial obligations for the current 
and subsequent two fiscal years. These projections consider all the known assumptions 
that are further detailed later in this report. FCMAT agrees that the district has had a posi-
tive certification even though amounts in FCMAT’s projections differ from those of the 
district. The district’s certifications might have been different if the district had known the 
specifics of the governor’s January budget proposal for 2008-09, but that information had 
not been released at the time of the district’s projections.

FCMAT’s projections exclude salary enhancements for any units other than certificated 
employees based on the salary formula, and a 1.8% estimated step-and-column move-
ment for certificated and .75% step-and-column movement for the classified employees. 
The MYFP maintains staffing at the 2007-08 level.

The Governor’s 2008-09 budget proposal includes severe cuts to education, and those 
proposed cuts have been included in the multiyear projection that FCMAT has produced. 
As the Governor’s proposal continues to be developed and further revised, the district 
will need to update its projections accordingly.
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FCMAT’s MYFP shows that the district will be able to maintain the state required reserve 
of 3% in 2007-08, but not in 2008-09 or 2009-10. These projections are based on assump-
tions listed later in the report, but do not include any negotiation settlements other than 
the negotiated formula with the certificated bargaining unit in 2007-08 and 2009-10. 
Salary increases and/or health and benefit increases, as well as any other increased expen-
ditures, would significantly affect the ending fund balance. 

Multiyear Forecast Assumptions
California school districts and county offices use many different methods and software 
products to prepare multiyear financial projections. The FCMAT projections for the gen-
eral fund were prepared using FCMAT’s Budget Explorer multiyear projection software, 
a Web-based forecasting tool that is available at no cost to all California school districts. 
FCMAT also utilized a spreadsheet in considering account expenditures and other trends 
from prior years. The information in both applications was then reconciled to forecast 
the 2008-09 and 2009-10 fiscal years based on trends and known assumptions. The final 
Budget Explorer projection is part of this report.

There are inherent limitations with any forecast of financial data because forecasts are 
based on certain criteria and assumptions rather than on exact calculations. These limita-
tions include issues such as accuracy of baseline data, unpredictable timing of negotia-
tions, enrollment trends, and changing economic conditions at the state, federal and local 
levels. Therefore, the budget forecasting model should be evaluated as a trend based on 
certain criteria and assumptions rather than a prediction of exact numbers. The projection 
should be updated throughout the year, including at least at each interim financial report-
ing period and before settling negotiations to maintain the most accurate and meaningful 
data.

To evaluate the multiyear projection, much attention is focused on the bottom line, which 
demonstrates the district’s undesignated, unappropriated fund balance. For example, if 
the bottom line demonstrates a positive unappropriated fund balance, this amount may be 
used by the Governing Board and/or Superintendent to improve educational programs, 
increase employee compensation or spend in other categories. However, if the unap-
propriated fund balance is negative, the deficit balance is the amount by which the budget 
must be reduced to sustain the recommended reserve levels under AB 1200 guidelines. 
The projection must be viewed comprehensively, and the district must determine what 
compounding effects using any or all of the unappropriated fund balance will have on 
the projection in the current and future years. The unappropriated balance and the cor-
responding compound effect can be clearly determined as the years proceed.

FCMAT reviewed the district records, interviewed staff members and examined financial 
reports to gather the information needed for the multiyear financial projection. The review 
included a summary assessment of the district’s 2006-07 unaudited actuals, 2007-08 
adopted budget and the 2007-08 first interim budget report. The review also included a 
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fiscal analysis of the projected revenues, expenditures, transfers and components of the 
ending fund balance for the general fund. FCMAT’s multiyear analysis base year utilizes 
the budget that FCMAT produced for 2007-08. FCMAT reviewed the district’s various 
budget assumptions to validate the 2007-08 adopted budget and first interim report and 
multiyear financial projections for the two subsequent years when determining the budget 
to use for 2007-08 and future years. 

FCMAT used the district’s 2007-08 first interim report with the modifications listed 
previously in this report as the baseline for the enclosed MYFP, along with other district-
provided data that FCMAT did not verify or audit extensively. FCMAT also reviewed the 
district’s second interim report for additional validation. The documents that were utilized 
in the review process and in developing the MYFP included the following: 

2007-08 SACS dat.file adoption budget (electronic SACS data file). •	
2006-07 SACS dat.file unaudited actuals (electronic SACS data file). •	
Financial system budget reports that correspond to amounts in 2007-08 working •	
budget. 
June 2007 budget adoption documents, all funds, including narrative/PowerPoint •	
for board presentation for fiscal years. 
First, second and third (if required) interim reports, SACS documents, all funds, •	
including narrative for board presentation for fiscal years 2001-02 through 
2006-07.
Unaudited actuals SACS forms, including all schedules, for fiscal years 2001-02 •	
through 2006-07 and unaudited actual dat.file for 2005-06. 
Revenue limit worksheets, including all schedules, for fiscal years 2001-02 •	
through 2007-08.
Independent audit reports for 2001-02 through 2005-06.•	
Long term debt schedule.•	
Any district 2007-08 multiyear projections outside of the SACS multiyear format •	
(e.g., Excel).
Any outside review, analysis or recommendations relative to the district’s finan-•	
cial condition.
Information on supplemental revenue sources, such as forest reserves, impact aid, •	
parcel taxes, foundations, redevelopment funds, general obligation bonds, etc. for 
fiscal years 2001-02 through 2007-08 plus the mandated cost dollars for 2006-07.
2006-07 actuals and 2007-08 projected general fund cash flow statements.•	
Current salary proposals, both district and bargaining unit(s).•	
AB1200 impact of salary settlement disclosure for all groups.•	
Salary schedules and scattergram, all employee groups for 2006-07 and 2007-08.•	
Collective bargaining agreements, all employee groups.•	
Position control spreadsheet, district-wide summary by fund, identifying FTE, •	
and formatted by (fund, resource and object) unrestricted and restricted totals, if 
available. 
District organizational chart, departmental organizational charts.•	
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Historical and current enrollment, by school and grade level, with charters •	
separated.
Enrollment projections for next five years.•	
Current fiscal year CBEDS, by school and grade level.•	
Staffing allocation formulas by fund, resource and grade level, if applicable, •	
classified and certificated.
Data regarding inter- and intra-district transfers for 2005-06, 2006-07 and •	
2007-08.
Data regarding residential housing starts. •	
Current student generation factor (SGF), if applicable.•	
P-1, P-2 and annual ADA reports for 2001-02 through 2006-07, include charters.•	
Historical and current enrollment, by charter and grade level.•	
Enrollment projections for next five years (if available) by charter.•	
Current fiscal year CBEDS, by charter and grade level.•	
Current and prior year audit reports.•	
2006-07 Unaudited Actuals filed with CDE (SACS or alternative form).•	
Actuarial report for health and welfare benefits, if required by GASB.•	
Actuarial report for workers’ compensation, if required by GASB.•	
History of health and welfare rates, prior six years.•	
Copy of district plan to address retiree benefits, if applicable.•	
Copy of golden handshake provisions including cost analysis, if applicable.•	
Copy of ballot language for general obligation bonds.•	
Copy of COPs or other financing mechanisms for facilities funding.•	
Annual developer fee justification report.•	
Developer fee facilities needs analysis report.•	
Facility master plan.•	
Facility cash flow – all capital projects funds.•	
List of surplus property.•	
Report reflecting redevelopment funds.•	

FCMAT’s budget assumptions depict conservative economic factors and estimates as 
outlined by School Services of California (SSC) in the Financial Dartboard produced 
January 2008 after the Governor’s 2008-09 budget proposal. FCMAT excluded the .50% 
deficit on the revenue limit in 2007-08 based on updated information since that dartboard 
was released. 

2007-08 General Fund
The following chart represents the unrestricted general fund with the assumptions listed 
in the next section.
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Multiyear Forecast Assumptions
FCMAT has focused attention on the unrestricted portion of the district’s general fund 
budget, including the impact of general fund contributions to special education, transpor-
tation, and the 3% required ongoing and major maintenance contribution. 

FCMAT’s projection expended the district’s restricted ending fund balance where appro-
priate in the future years and reduced supplies, services and equipment if necessary to 
remain within the projected revenue resources.

Revenue Limit Sources: Revenue limit sources make up the majority of the district’s total 
general fund budgeted revenues. The revenue limit calculation is based on student ADA levels, 
COLA and deficit adjustments, and qualifying added or deducted amounts such as unem-
ployment increases, PERS revenue limit adjustments and longer day/longer year amounts. 
Enrollment and ADA projections are based on an analysis of trends in student enrollment and 
ADA ratios, birth rates by ZIP code and changing enrollment levels over the past five years. 
FCMAT calculated the district’s revenue limit for 2007-08 using the state budget information 
from the current SSC Dartboard with a COLA of 4.53%. In addition, the estimated statutory 
COLA of 4.94% was used for 2008-09 and 3.0% for 2009-10, with a deficit of 6.99% against 
those COLAs in both years.  This is a net funded revenue limit charge of (2.40)% in 2008-09. 

Federal Revenues: Restricted federal revenues were decreased in future years by the 
2007-08 carryover balances that are included in the 2007-08 revenue, but were otherwise 
budgeted at the same amount as in 2007-08. 

State Revenues: State revenues have been adjusted by a (6.5)% deficit in 2008-09 and 
a 3% COLA in 2009-10. This includes special education revenues from state and local 
sources. FCMAT did not budget for mandated cost reimbursement claim funding because 
these revenues have not been included in the state’s proposed budget or in the projection 
years. The SSC Dartboard was used for lottery rates in the current and projected fiscal 
years. Restricted state revenues were decreased in future years by the 2007-08 carryover 
balances that are included in the 2007-08 revenue accounts.

All 2007-08 one-time restricted revenues were eliminated from the projected years, and 
all other ongoing state revenues were increased by the anticipated COLA.

Local Revenues: Unrestricted interest was increased in future years based on the 
2007-08 SSC Dartboard. 

Expenditures
State and federal restricted expenditures were adjusted for the Consumer Price Index 
(CPI) and changes in student enrollment, in addition to being reduced for restricted 
ending balances and/or carryover that were included in the 2007-08 base year totals.
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Certificated Salaries: Certificated salaries have been projected by including an annual 
1.8% step-and-column adjustment with no other adjustments for salary enhancements 
other than the certificated negotiations formula being included in 2009-10. The projection 
years reflect the ongoing cost of the current contract. 

Classified Salaries: Classified salaries have been projected with a .75% step-and-column 
adjustment. No other adjustments were included for salary enhancements since those are 
determined by local negotiations. 

Employee Benefits: Employee benefits are the most difficult area of the budget to proj-
ect. Double-digit inflation levels for both active and retiree health benefits and increases 
in other benefit categories must be considered carefully in the projection years. Changes 
to statutory benefits such as STRS, PERS, Social Security and Medicare are proportional 
to changes in salary accounts. FCMAT increased statutory benefits in proportion to 
certificated and classified salary changes and made no increase to the current level of 
employer paid health and welfare contributions in the projection years as any changes 
would be determined via local negotiations.

Books and Supplies: FCMAT adjusted the budget for materials and supplies using the 
CPI inflation factor from the SSC Dartboard.

Services and other Operating Expenditures: Outside contracts and utilities were 
increased by the projected CPI. 

Capital Outlay: The equipment budget was not changed in subsequent years. 

Other Outgo: The budget was increased by CPI in future years.

Direct Support/Indirect Costs: FCMAT used the same indirect cost rate as 2007-08 in 
subsequent years.

Other Financing Sources/Uses
Transfers Out: For 2007-08, the district has budgeted an additional $1.4 million: 
$500,000 for property and liability and $900,000 for workers’ compensation. FCMAT has 
used the assumption that the $1.4 million transfer will continue in 2008-09 and 2009-10.

Contributions to Restricted Programs: The district is projected to contribute to the fol-
lowing restricted resources in the current and subsequent years as in past years, but with 
an increase for each year: special education, transportation, and the required 3% contribu-
tion to the ongoing and major maintenance program. 

The following resources also encroach because of the rising cost of salaries and associ-
ated benefits in future years: Title V, Title 3, English Language Acquisition Program, 
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CAHSEE Intensive Instruction, Supplemental Counseling, Economic Impact Aid, Peer 
Assistance and Review and Professional Development Block Grant. Although these 
resources do not encroach in 2007-08, the cost of salaries and benefits increase each 
year. If other budget categories such as books and supplies or services/other operating 
expenses cannot be decreased, encroachment will occur unless these categorical positions 
are eliminated or charged elsewhere.

Restricted Programs: Where possible, restricted programs were reduced in the follow-
ing categories: books and supplies, services/other operating expenses and capital outlay 
as necessary to maintain expenses at the expected revenue levels.

Reserve Level: The FCMAT projection indicates that the district will be able to meet the 
3% minimum required reserve level in fiscal year 2007-08,  but will not be able to do so 
in 2008-09 and 2009-10.

The specific assumptions included in FCMAT’s Multiyear Financial Projection include 
the following: 

2007-08

Funded ADA: 14,452.21•	
Revenue limit COLA: 4.53%•	
Revenue limit deficit: 0%•	
California CPI: 3.2%•	
Eliminated any deferred revenue or carryover from 2006-07•	
State categorical revenues increased by 4.53% COLA•	
Transferred 3% from the developer fee fund for administrative costs•	
Continued with a 3% reserve•	
Unrestricted lottery of $121.00 per ADA•	
Restricted lottery of $22.00 per ADA•	
Interest rate of 4.2%•	
1.8%  for step and column movement for certificated employees and .75% for •	
classified employees
Use of the 2007-08 state approved indirect cost rate•	

2008-09
Funded ADA: 14,448.26•	
Revenue limit COLA: 4.94%•	
Revenue limit Deficit: 6.99%•	
California CPI: 2.7%•	
Restricted lottery of $22.50 per ADA•	
Unrestricted lottery of $121.00 per ADA•	
Interest rate of 4.10%•	
Eliminated any deferred revenue or carryover from 2007-08•	
State categorical revenues decreased by (6.5)% COLA•	
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Transferred 3% from the developer fee fund for administrative costs•	
Continued with a 3% reserve•	
1.8%  for step and column movement for certificated employees and .75% for •	
classified employees
Negotiated formula not input for certificated employees due to the new deficit, •	
which is larger than COLA
Books and Supplies (4000 objects) and Services/Operating (5000 objects) •	
increased by CPI
Use of the 2007-08 state approved indirect cost rate•	
Special education and transportation encroachment will continue to increase each •	
year due to increasing expenditures within the programs
No budget for mandated costs or MAA •	

2009-10
Funded ADA: 14,430.08•	
Revenue limit COLA: 3.0%•	
Revenue limit Deficit: 6.99%•	
California CPI: 2.5%•	
Restricted lottery of $22.50 per ADA•	
Unrestricted lottery of $121.00 per ADA•	
Interest rate of 4.80%•	
1.8% for step and column movement for certificated employees and .75% for •	
classified employees
Estimated increase of 2.0% for certificated employees only per the negotiated •	
formula (estimated COLA of 3.0% less 1%) 
Books and Supplies (4000 objects) and Services/Operating (5000 objects) are •	
increased each year by CPI
Use of the 2007-08 state approved indirect cost rate•	
Special education and transportation encroachment will continue to increase each •	
year due to increasing expenditures within the programs
No budget for mandated costs or MAA •	
State categorical revenues increased by 3.0% COLA•	
Transfer of 3% from the developer fee fund for administrative costs•	
Continued with a 3% reserve•	

FCMAT projects revenue and expenditures based on trend data that includes a five-year aver-
age of district expenditures, including carryover. The district projects that all incoming revenue 
will be spent in the year it is received and therefore does not show carryover and deferred 
revenue in the subsequent year. The district’s assumption that all budgeted expenditures will be 
spent is appropriate; however, this has not occurred in past years. In reviewing past years, the 
district’s final actual expenditures are much less than the budget has shown during the year. 

FCMAT’s multiyear financial projection assumes that the district will continue to operate 
in the same manner with the ongoing costs currently in place. These include the costs 
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of step-and-column adjustments, the negotiated formula with the certificated bargaining 
unit, utilities and other ongoing expenditures such as encroachment from special educa-
tion and transportation. This also assumes that the district will continue to carry over 
significant balances in some categorical programs just as in past years.

Review of the MYFP in the restricted resources shows various categorical programs that 
are projected to have large carryover balances in both 2008-09 and 2009-10. The pro-
jected carryover is based on the premise that the district will continue to spend the funds 
at the same rate as in the past, rather than spending all of the funds in the year generated. 
Both restricted carryover and deferred revenue should be discussed and a plan developed 
to spend the balances. If such a plan is developed, there is the potential that costs cur-
rently charged to unrestricted general funds may be allowable charges to categorical 
funds, alleviating the unrestricted side of the budget. 

It is also important to note that the 2008-09 budget proposal includes significant cuts to 
various categorical programs, which may cause encroachment in future years unless plans 
are made to decrease expenditures in those programs as well.

FCMAT’s MYFP reflects that the district is able to maintain the 3% state required reserve 
in 2007-08, but will not be able to do so in either 2008-09 or 2009-10, based on the 
Governor’s 2008-09 budget proposal, without approving some type of recovery plan to 
reduce expenditures or increase revenues.

Recommendations

The district should:

Assess the feasibility of utilizing the federal, mega-item and AB 825 block grant 1.	
flexibility and other transfer options to their full extent in future budget cycles.

Continue to make multiyear projections available to the Governing Board at 2.	
budget adoption, at each interim report, during collective bargaining, and after 
bargaining concludes.

Continue to prepare multiyear projections to provide sound data for use in the 3.	
decision-making process, especially when a significant multiyear expenditure 
commitment is contemplated.

Ensure that budget spending plans show what will occur rather than what should occur.4.	

Discuss both restricted carryover and deferred revenue and develop a plan to 5.	
spend the balances, potentially alleviating a portion of the unrestricted budget. 
Develop spending plans to ensure that funds are spent in a timely manner.

Draft and approve a recovery plan to reduce expenditures or increase revenues so 6.	
that the 3% reserve can be maintained in future years.
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Salary Settlements, AB 1200 and Collective  
Bargaining Agreements

Assembly Bill (AB) 1200 requires local educational agencies to publicly disclose the pro-
visions of all collective bargaining agreements before entering into a written agreement 
(Government Code Section 3547.5).

This provision applies to both single-year and multiyear agreements where the contract 
has been reopened to determine compensation adjustments in a subsequent year. Its intent 
is to ensure that the public is aware of the known costs and resources to fund a proposed 
collective bargaining agreement before it becomes binding on the district. These docu-
ments must be made available to the public at least 10 working days before the date on 
which the governing board will take action on the proposed bargaining agreement.

As part of the Legislature’s new and tougher standards for school district accountability, 
Government Code Section 3547.5 was amended by AB 2756 (Chapter 52/Statutes 2004), 
effective June 21, 2004. The new language requires a school district’s superintendent and 
chief business official (CBO) to certify in writing that the costs incurred by the district 
under the proposed collective bargaining agreement can be met by the district during the 
term of the agreement. The certification must “itemize any budget revision necessary to 
meet the costs of the agreement in each year of its term.” AB 2756 also specifies that if 
the district does not adopt all of the budget revisions needed in the current year to meet 
the costs of the agreement in each year of its term, the county superintendent of schools 
is required to issue a qualified or negative certification for the district on its next interim 
report. The signatures of the superintendent and CBO must be on the disclosure sent to 
the county office for review. A final certification including the board president’s signature 
must be sent after the agreement is adopted at a public board meeting.

Because of these provisions, there is a statutory requirement that districts complete a 
Public Disclosure of Collective Bargaining Agreement whenever negotiations are com-
pleted so that the full effect on the district’s budget can be analyzed before final action is 
taken by the governing board.

Government Code Section 3540.2(a) states that a school district that has a qualified 
or negative certification must allow the county office of education at least 10 working 
days to review and comment on any proposed agreements made between an exclusive 
employee representative and the public school employer prior to governing board 
approval. Since the district has had a positive certification on interim submittals, it is not 
required to follow this procedure. However, should its certification change, the district 
should be aware of this government code.
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FCMAT reviewed the three collective bargaining agreements the district has with:
Napa Valley Educators’ Association•	
Napa Association of Pupil Services (specifically for itinerant certificated speech •	
and language specialists and psychologists)
California School Employees Association•	

In addition to numerous other provisions, all three agreements mention a salary formula, 
although it is titled differently in each agreement. That formula is not specifically con-
tained in the agreements, or described in any detail, but is referred to in the agreements 
as follows: as a formula-driven yearly salary increase of the basic salary schedule in 
Appendix A for the California School Employees Association (CSEA), in the basic and 
supplemental salary schedules increased as determined by the financial formula for the 
Napa Association of Pupil Services (NAPS), and the district/association formula set 
forth in the yearly salary schedules for the Napa Valley Educators’ Association (NVEA). 
At FCMAT’s request, district staff located the memorandums of understanding (MOU) 
further describing the financial formula(s). An MOU with the NAPS was located, dated 
November 6, 1989. The MOU states that a financial formula will be used based on the 
certificated salary formula already in place at the district, which is based on a percentage 
of income and also related to the cost of living increase that the state provides to school 
districts. 

Other documentation was provided to FCMAT on the NVEA formula stating that:

	 The NVEA/NVUSD salary formula was developed during 1986 and has remained 
fairly stable since. In 1986, the association and the district jointly determined that 
the district’s commitment to the associations’ salary schedule was 61.83% of the 
following categories:

Revenue limit funds1.	

Local taxes2.	

Pl81-874 funds3.	

Unduplicated monies4.	

Special Education Master Plan funds5.	

Miller-Unruh funds6.	

107.	 th grade counseling funds

Interest on most savings8.	

Interagency ROP funds9.	
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	 The formula adds all the monies in the nine categories above and then multiplies 
this by .6183. All association expenses are subtracted from the resulting amount.  
These expenses are as follows:

Salary and statutory benefits with the exception of workers’ compensation1.	
Health/welfare2.	
Golden handshake payments3.	
Retiree benefits4.	

Any money left over from the above calculation is then used to adjust the salary 
schedule.

The district agreed to adjust the salary schedule by no less than the COLA less 1%. The 
association agreed to take an adjustment to the schedule of no more than the COLA plus 
1%.

What has resulted is that in a year with a 5% COLA, the salary schedule would change by 
at least 4%, but no more than 6%. The union would get a 4% raise even if there was not 
enough money in the formula to support it; or if the formula had enough money to sup-
port more than a 6% raise, the union would get only the 6%.  There is some language that 
states that the excess money would be saved and given to the union membership in a year 
when the adjustment would not go above the COLA plus 1%, but it is uncertain whether 
or not that is official language.

In further discussions with the district, FCMAT was told that when the formula exceeds 
1% more than COLA, the district follows this statement: “If the one percent of salary 
ceiling is implemented, then the percentage increase will be carried forward to the fol-
lowing year and applied as an adjustment to the percentage increase that year, subject to 
the one percent ceiling each year. The adjustment for any particular year will be carried 
forward for a total of five years.” Those funds remain in the ending fund balance as a 
separate item until the time period is up or they are used. In 2005-06, the formula gener-
ated .54% more. The formula adjustment for 2006-07 was 1.57%, so the district used 
.43% of the .54% to increase the retroactive payment amount to 2%, leaving .11% in the 
ending balance that was set aside. The associations have agreed to use the .11% to help 
fund GASB 45 in the future.

The formula percentage was changed through negotiations in 2006-07 from 61.83% to 
62.30% to cover the increase in health benefits ($50 per month).  

Although conversations, clarifications, and changes regarding the formula appear to be 
handled cooperatively, there appears to be little documentation or signed minutes noting 
any agreements. These agreements need to be formalized to document what each agree-
ment entails, including any changes from year to year. A single document containing all 
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updates and agreements is essential and alleviates the need to review individual docu-
mented changes to fully understand what the formula represents.

The current state fiscal emergency is a good example. Mid-year cuts were initially 
expected for the 2007-08 fiscal year, which could have meant a .5% deficit to all rev-
enue limit funding. In addition, large deficits are expected for the next few fiscal years. 
However, the salary formula does not describe how a deficit will be applied to the 
calculations. District representatives told FCMAT that past practice has been that salary 
increases are not given when the COLA is not funded, as is projected for the 2008-09 
fiscal year. FCMAT was told that union leadership had already acknowledged that there 
will not be a raise in 2008-09, and that a lottery bonus may not occur and those funds 
may be used elsewhere. This team approach and cooperation is commendable, but the 
practice needs to be formalized to clarify that it is an agreed-upon process.

FCMAT reviewed the district’s documentation and spreadsheets of formula calculations. 
From that, a different format was developed to simplify the calculation while attempting 
to keep the definition intact, as follows:

FCMAT’s Interpretation of Napa Valley USD’s  
Certificated Salary Formula

Income
Revenue Limit – State Aid1.	

1.1	 Resource 0000, Unrestricted. Revenue limit state aid – current year, Object 
8011

2.	 Property Tax

2.1	 Resource 0000, Unrestricted. Property tax object codes (8020 – 8048)

3.	 Supplemental Grant

3.1	 Base year grant of $447,797 was rolled into home-to-school transportation 
funding

4.	 Special Education – Unduplicated count

4.1	 Resource 3310, Special Education – Basic Grant, revenue object code 
(8181)

5.	 Special Education – Master Plan

5.1	 Resource 6500, Special Education, revenue object code (8311) and the  
property tax revenue object code (8097)

6.	 K-3 Class Size Reduction

6.1	 Resource 0121, K-3 CSR, revenue object code (8434)
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7.	 Interest Earned

7.1	 Resource 0000, unrestricted. Revenue object code (8660)

Deductions from Income
1.	 Longer day calculation enhanced by the state COLA each year

2.	 Adult Education – Concurrently Enrolled

2.1	 Base year 1985-86 Period 2, average daily attendance (P-2 ADA) of 19 
students times $2,381, for a total negative adjustment of $45,239

3.	 Special Education - Non-Public Schools

3.1	 The 1985-86 base year allocation of $14,125

3.2	 The current year formula for non-public schools using the J-50 model calcu-
lating the “A” type students at 70%, and the “C” type students at 100%

4.	 Equalization Aid 

4.1	 The 1985-86 base year allocation of $58,000, enhanced by the state COLA 
each year and the ongoing cumulative effect times the current year COLA

5.	 TRANS interest

5.1	 The net effect of the current year interest income listed on the TRANS state-
ment, minus any expense dollars incurred to establish the TRAN

6.	 Instructional Materials Interest

6.1	 Resource 7156, Instructional Materials Realignment, revenue object (8660)

6.2	 Unrestricted Lottery Interest

6.3	 Adjust the total current year lottery revenues by an average principal bal-
ance factor, multiplied by the current year interest rate.

FCMAT simplified the formula to eliminate duplicate entries that create a zero effect, as 
dollars are added as expense then later deducted from the same expense section. These 
areas include:

All charter schools – regular education and K-3 Class Size Reduction•	
Categorical resources – certificated salaries and benefits•	

The adjustment for 10th grade counseling income was eliminated because this program is 
no longer funded by the state.

Expense
General Fund (01), certificated salaries, health and welfare; all statutory benefits with the 
exception of the employers cost of workers’ compensation for the following:
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1.	 Resource Code – For the instructional programs

1.1	 Unrestricted General Purpose, resource 0000

1.2	 Elementary School Intensive Reading Program, resource 0100

1.3	 Hourly Remedial/CAHSEE – Grades 7 – 12, resource 0101

1.4	 Low Star/Risk of Retention – Grades 2 – 6, resource 0102

1.5	 Core Academic – Grades K – 12, resource 0103

1.6	 Retain/RECC Retention – Grades 2 – 9, resource 0105

1.7	 K-3 Class Size Reduction, resource 0121

1.8	 Continuation Education, resource 2200

1.9	 Community Day School, resource 2430

1.10	 Special Education, Basic Grant Entitlement, resource 3310

1.11	 Special Education, Master Plan, resource 6500

2.	 Object Codes - Only the following certificated categories are considered valid 
expenses for purposes of the certificated salaries and benefits formula calculation

2.1	 Teachers Salaries – Objects (1110, 1113, 1115)

2.2	 Teacher Substitutes – Objects (1121, 1126)

2.3	 Certificated Advisors - Object (1130)

2.4	 Certificated Team Leaders - Object (1134)

2.5	 Certificated Extra Duty – Object (1139)

2.6	 Teachers – Home/Hospital - Object (1143)

2.7	 Librarians – Object (1210, 1213)

2.8	 Counselors – Objects (1211, 1212, 1214)

2.9	 Certificated Nurses – Objects (1219, 1220)

2.10	 Certificated Teacher in Charge – Object (1915)

3.	 Goal Code - Valid certificated instructional goals included in the formula are as 
follows:

3.1	 Regular Education K-12 - Goals (0000, 1110, 1140)

3.2	 Intramurals – Goals (1515, 1520)

3.3	 Music Programs – Goals (1750, 1751)

3.4	 Continuation Schools – Goals (3200, 3202)
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3.5	 Independent Study Centers – Goal (3300)

3.6	 Opportunity Schools – Goal (3400)

3.7	 Community Day Schools – Goal (3550)

3.8	 Special Education – Goals (5001, 5751, 5753, 5771, 5774)

4.	 The following are exceptions and are added or deducted from the grid as indicated 
below:

4.1	 ADD ONLY the Community Day School salaries and benefits for the cer-
tificated salary object codes of 1114 and 1914 in resource 2430;

4.2	 DEDUCT – The district sponsored Elementary Music Program certificated 
positions in function 1752;

Although the charter school certificated staff benefit from the outcome of the formula 
calculation and receive the same increase as the district’s certificated employees, those 
charter school employees are added and later deducted from the expense calculation. 
Therefore, for ease of calculation, all charter school activity is ignored in FCMAT’s 
recommended formula. 

The following is a grid of valid account codes that are included in the formula.  If the 
district were to utilize such a grid, there would be better understanding and ease in cal-
culating the formula outcome. This grid includes only the approved certificated salaries 
and benefits combinations and would greatly ease the task of providing accurate timely 
financial data at budget development, during negotiations and to complete the year-end 
final formula analysis.  

FD RES OBJ GOAL
01 0000 1110 0000
  0100 1113 1110
  0101 1114 1140
  0102 1115 1515
  0103 1121 1520
  0105 1126 1750
  0121 1130 1751
  2200 1134 3200
  2430 1139 3202
  3310 1143 3300
  6500 1210 3400
    1211 3550
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FD RES OBJ GOAL
    1212 5001
    1213 5751
    1214 5753
    1219 5771
    1220 5774
    1914  
    1915  

Exceptions are:      
ADD      

  2430 1114  
  2430 1914  

DEDUCT      
      1752

For the above grid, all associated statutory and health and welfare benefits are included, 
with the exception of workers’ compensation.

The following is a list of valid object codes that are added to the expense formula as a 
separate entry because these costs are not part of position control:  

Long-term substitutes (Object 1126) 1.	

Teaching administrators 2.	

Department chairs 3.	

Independent study4.	

Home/hospital (Object 1143)5.	

Role recognition6.	

NVEA president/negotiator7.	

Summer school/proficiencies, core academic/special education8.	

Retiree benefits9.	

Early retiree10.	

Personal Necessity (Object 1121)11.	

Interventions (summer school)12.	

LVN classified positions with the coding of (01-0000-0-0000-3140-2210)13.	
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The following two revenues are deducted from the formula:  

Longer day revenue1.	

Beginning teacher revenue2.	

If the district agrees with FCMAT’s interpretation of the formula, it should consider revis-
ing the current language and worksheets in each of the negotiated union agreements to 
this simplified calculation. 

Close review of the negotiations formula showed that it does not include all certificated 
salaries or salary components (e.g., workers’ compensation). Although the expectation is 
for 62.30% of all expenditures to be used for certificated salaries, not all certificated sala-
ries are part of the calculation. For example, district-sponsored elementary school music 
program certificated positions are not part of the 62.30%; yet those teachers will benefit 
from the negotiated increase. Certificated technology teachers, reading support teach-
ers, and charter schools are not part of the negotiated 62.30%. Neither are categorically 
funded positions with the exception of Continuation Ed (2200), Community Day School 
(2430), and Special Education (3310, 6500). Yet, all of these expenditures will increase 
through implementation of the formula. All unrestricted certificated salaries should be 
part of the 62.30%.  

Because restricted certificated salaries benefit from the 62.30%, some type of payback or 
direct charge should be paid to the district. Otherwise, the district will be paying the cost of 
these other positions, even though the district cannot count it toward its share of the 62.30%.

The district should develop parameters and guidelines that ensure that the collective 
bargaining agreement does not impede efficient district operations. At least annually, 
management should analyze collective bargaining agreements to identify characteristics 
that impede operations and should present those issues for consideration to the governing 
board. The board, in developing its guidelines for collective bargaining, should consider 
the impact on district operations of bargaining language and propose amendments as 
appropriate to ensure effective and efficient district delivery. These parameters should be 
provided in closed session.

Although salary formulas are used statewide, certain concerns should be noted. Since 
the current formula takes into account all new unrestricted money coming to the district 
from the state (COLA minus deficit), none of the new unrestricted revenue is used to fund 
ongoing increasing operational costs other than step and column movement, such as utili-
ties and insurance (including property and liability). Since the district is not growing, and 
the majority of new unrestricted money coming to the district goes to employees, ongoing 
increasing operational costs must be covered by moving the costs to other resources or 
decreasing budgets.
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Many factors are involved in negotiating a salary formula. If a district is deficit spending 
in the current year, expenditures will need to decrease (or revenues increase) in the subse-
quent year, or the district will again be deficit spending. Some of the new money will be 
needed to stop the deficit spending, new ongoing revenues will need to be determined, or 
the district will need to make budget cuts. 

If the annual cost of step and column exceeds the savings from retirements and attrition, 
the budget must include an automatic expenditure increase. If ongoing operational costs 
increase, such as utilities, property and liability insurance or workers’ compensation, 
those expenses must come out of the new money unless other budget adjustments occur 
to cover the higher costs. The district has a cap on health and welfare benefits, so there is 
no increased cost in that area based on the approved employee contracts.

If a district is in declining enrollment, the costs per student typically grow rapidly. 
Declining enrollment districts hire few new teachers, and may even lay off the least 
senior teachers. Certain overhead costs are fixed, such as the need for one principal at 
each site, one superintendent, one chief business official, etc., and so the cost per student 
rises rapidly when enrollment declines.
 
If district enrollment is increasing, prompting the district to hire new teachers, the 
marginal costs for the new students will typically be lower than average. An exception is 
when a district opens a new site and needs another principal and school office staff, and 
incurs utility costs. 

If a district and union continue to agree on a salary formula, salary increases should be 
based on new available dollars and not percentages. The amount of money available for 
new expenditures can be determined by computing the number of new dollars available 
and subtracting the dollars that are already committed (such as step and column, utility, 
and insurance increases).
 
Contingency language should be included and very clearly stated to protect both parties 
so that, should certain limited conditions occur, the parties have an opportunity to reopen 
negotiations. For example, if the salary adjustment determined by the contingency lan-
guage is less than Y or greater than X, either party may demand a return to the bargaining 
table.

There should also be re-openers whenever there are major changes in state law, such 
as occurred with the re-benching of base revenue limits to exclude excused absences. 
A contract that compared the 1998-99 funded base revenue limit per ADA with that of 
1997-98 would have resulted in an extra 4%-5% increase, because the 1998-99 amount 
would reflect an offset for the exclusion of excused absences. Another example is a 
change in the revenue limit base from the roll-in of categorical funds. This has occurred 
infrequently. If categorical funding becomes part of the revenue limit the district receives 
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no added revenues, but a salary formula could require the increase to go to salaries. In 
that case, a lack of contingency language would increase salaries and would need to be 
offset by reducing expenditures elsewhere.

Contingency language should recognize the necessity to ensure that the funds being used 
for salary adjustments are unrestricted, ongoing funds actually received by the district. 
This protects the district should mid-year budget cuts occur again.

Although formulas make for calmer negotiations and less uncertainty on future budgets, 
the district should review the present method for the following:

Contingency language•	
An update of what the formula includes in revenues and expenditures •	
Including all certificated salaries that benefit from the formula in the 62.30%•	
Ongoing increases, such as utilities and insurance, that need to come from new •	
unrestricted dollars and should be considered as part of the negotiations formula

No one formula and/or language works for all districts. Defining terms and understanding 
contract characteristics is essential for both sides of the table. Both sides must believe 
that the contingent provision is fair on a multiyear basis, or it won’t work. If budget cuts/
revisions are necessary to pay for the salary increase, all stakeholders should understand 
the consequence. There must be education on what the current practice costs the district 
and what is being given up to increase salaries with new, unrestricted dollars. 

Governing boards should develop guidelines for collective bargaining that align with 
instructional and fiscal goals over multiple years. The Superintendent should ensure that 
the district has a formal process to identify collective bargaining multiyear costs for the 
Governing Board, and that those expenditure changes are identified and implemented 
before imposing new collective bargaining obligations. The Governing Board should 
ensure that the costs and projected district revenues and expenditures are validated over 
several years so that the district’s fiscal issues are not worsened by bargaining settle-
ments. The public should be informed about budget reductions and/or changes that will 
be required for a bargaining agreement before any contract is accepted by the board. Also, 
the public should be notified of the provisions of the final proposed bargaining settlement 
and provided with an opportunity to comment.

Recommendations

The district should:

Continue to publicly disclose any collective bargaining agreement at least ten 1.	
working days before the date on which the Governing Board will take action on 
the proposed agreement.
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Ensure that both the Superintendent’s and Chief Business Official’s signatures are 2.	
on any Public Disclosure of Collective Bargaining agreement.

Ensure that the current negotiated formula is specifically shown in the individual 3.	
collective bargaining agreements with all three unions and is described in detail, 
rather than just being referred to as a formula-driven yearly salary increase.

Develop a more formal method and process of documenting changes to the for-4.	
mula that occur through negotiations, ensuring there is one single document that 
reflects all updates and agreements. 

Consider revising the current language and worksheets to FCMAT’s simplified 5.	
calculation if the district agrees with FCMAT’s interpretation of the formula. 

Ensure that all certificated positions receiving the benefit of the formula derived 6.	
increase are credited to the 62.30% in some manner, including restricted pro-
grams.

Develop a review team including (but not limited to) assistant superintendents to 7.	
evaluate and recommend proposed changes to the respective collective bargaining 
agreements annually to ensure that the agreements do not impede efficient district 
operations. Identify and quantify potential cost saving issues for evaluation by the 
Governing Board. Submit any proposed collective bargaining agreement modifi-
cations to the bargaining units for review and consideration.

Re-evaluate the current salary formulas so that annual ongoing increasing expen-8.	
ditures such as utilities and insurance are funded from new unrestricted money 
before the formula is administered. 

Ensure that any budget cuts or adjustments that are necessary to fully fund the 9.	
negotiated agreements are highlighted at a public meeting and with staff to clearly 
convey the ultimate cost to the district.

Review the current formula, when salaries and benefits are opened for negotia-10.	
tions again, to determine what the district can really afford.

Consider basing a salary formula on dollars, not percentages, as the district and 11.	
union continue to discuss the formula and its true effects.

Consider contingency language in any salary formula to protect both parties 12.	
against substantial unknowns.

Plan study sessions with the Governing Board regarding collective bargaining 13.	
issues. Present information that will assist the district in developing short- and 
long-range goals consistent with its instructional goals.
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Comparative Analysis

FCMAT requested School Services of California (SSC) to prepare a Comparative Analysis 
of District Income and Expenditure (CADIE) and a Salary and Benefit Report (SABRE). 
These reports have been sent to the district under separate cover.

CADIE - Comparative Analysis of District Income and Expenditures, 2005-06
The CADIE captures and analyzes several reports and required data (SACS, J-380, J-385 
and CBEDS schedules) from school districts in California. Utilizing this large accumula-
tion of data, SSC’s CADIE computer-generated report compares Napa Valley USD’s 
revenues and expenditures to that of 18 districts that were selected based on location, like 
type and size and similar revenue limits. Actual revenue and expenditure data and reflect-
ing expenditures were used to develop the comparative information in graphic and tabular 
form, with calculations expressed on a per ADA and percentage basis. 

SABRE - Salary and Benefits Report, 2006-07 Salary Year  
The SABRE captures and analyzes the Form J-90 Teacher Salary and Benefits schedule 
from school districts in California. From this large accumulation of data, SSC compiles 
a comprehensive analysis of the salaries and benefits of certificated non-management 
employees and how they compare to other selected districts, regions and the entire state. 
The SABRE report provides side-by-side comparisons of Napa Valley USD against 18 
districts that were selected by location, like type and size and similar revenue limits. 

The comparative districts used for the CADIE and SABRE reports are:

Alameda City Unified1.	

Livermore Valley Joint Unified2.	

New Haven Unified3.	

San Lorenzo Unified4.	

Chico Unified5.	

Madera Unified6.	

Folsom-Cordova Unified7.	

Milpitas Unified8.	

Vacaville Unified9.	

Yuba City Unified10.	

Pleasanton Unified11.	

Antioch Unified12.	

Tracy Joint Unified13.	
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Santa Clara Unified14.	

Vallejo City Unified15.	

Santa Rosa City Schools16.	

Ceres Unified17.	

Woodland Joint Unified18.	

Although the CADIE and SABRE are thorough and separate reports provided as part of 
the larger FCMAT report and should be reviewed in their entirety, these are some of the 
key conclusions for Napa Valley USD:

Both certificated non-management and classified non-management salary •	
expense is higher than both the average unified school district in California and 
the average of the comparison districts
Administrator salary expense is less than the average unified school district in •	
California and above the average of the comparison districts
Employee benefit expense is less than the average unified school district in •	
California and above the average of the comparison districts
Number of students per teacher is less than the average of comparative districts•	
Student enrollment per district administrator is less than the average of compara-•	
tive districts
BA+30 step 1 and average health and welfare benefits ranks better for the district •	
against comparison districts than BA+60 step 10, maximum schedule salary and 
average health and welfare benefits
Total compensation at average salary and average health and welfare benefits is •	
below the statewide unified average at all levels
Average district compensation for health, dental, vision and life is below the •	
statewide unified amount and lower than most of the comparison districts

Comparisons are important for the district to analyze periodically so that the district and 
the unions understand whether or not the current compensation formula is netting the 
desired results. It is important to remember that no two districts are exactly the same and 
unique characteristics may necessitate specific costs and/or revenues.  

Recommendations 

The district should: 

Periodically compare revenues, expenditures and total compensation against other 1.	
districts to understand the differences. Identify targets or goals to reach based on 
the comparisons. 



Napa Valley Unified School District

GASB 45 41

GASB 45

Funding retiree health and welfare benefits has been a major issue for many employers in 
both the private and public sectors. Because few employers are able to fund these benefits 
in advance, many such as Napa Valley USD use the pay-as-you-go method. 

The Governmental Accounting Standards Board (GASB) has issued Accounting 
Standards 43 and 45 that affect the way all governmental employers, including local 
educational agencies, account for and record their costs and obligation relating to post-
employment benefits other than pension benefits (OPEB). The two new standards will 
take effect over a three-year period, with the largest LEAs implementing first, in 2006-07. 
The term “post-employment benefits” refers to benefits earned during employment but 
taken after employment has ended. The most common example of post-employment 
benefits, other than pensions, is retiree health benefits.

GASB is a not-for-profit agency that develops and issues financial and accounting 
standards for state and local governmental agencies. These standards are consistent with 
standards established by the Generally Accepted Accounting Principles (GAAP), which 
cover non-state and local government agencies. 

Napa Valley USD’s bargaining agreements offer retiree benefits, so adherence and com-
pliance with these statements is required. These GASB requirements apply to financial 
statements, not to actually pre-funding retiree healthcare plans, which many agencies 
initially believed. The standard applies only to the expense to be charged to the agency’s 
income statement. Even though it is not necessary for an agency to contribute the full 
annual required contribution on a cash basis each year, it is desirable to do so for various 
reasons.

The district offers retiree health benefits through the California Public Employees 
Medical and Hospital Care Act (PEMHCA). The district contributes $10.69 per month to 
PEMHCA on behalf of each eligible retiree. This contribution increases each year by 5% 
of the district’s contribution for active employees. Also, the district makes additional con-
tributions toward certain eligible retirees’ premiums until age 65 according to provisions 
in the district’s MOUs with its various employee associations. 

A certificated retiree is eligible for a district contribution of up to $346.88 per month 
toward retiree medical premiums under one of the PEMHCA options if the retiree has 
attained age 55 and has completed at least 10 years of service with the district. A classi-
fied retiree is eligible for this benefit after age 50 and 10 years of service, provided age 
plus years of service equals at least 65. The district provides continued coverage for eli-
gible retirees until age 65 or the death of the retiree, if earlier. Coverage for spouses and 
eligible dependent children may be provided by the retiree paying the required additional 
premium. Surviving spouse and dependent coverage is provided if the surviving spouse 
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pays the premium for the additional coverage. In addition to these medical premiums, the 
district will pay the single retiree Delta Dental premium for non-certificated retirees until 
age 65 and up to the two-party dental premium for certificated retirees until age 65.

Part-time employees and retirees are covered under the same arrangement as full-time 
employees, with a pro-rata district contribution for full-time equivalency less than 1.0 
FTE. A retiree’s full-time equivalency is averaged over the last ten years of employment 
(if certificated) or the last five years of employment (if classified). Dental benefits are 
not pro-rated directly; rather, the district cap is pro-rated, and the difference between 
the district cap and the Delta premium is subtracted and applied to the retiree’s medical 
premium. Three grandfathered retirees are receiving lifetime district-paid premiums.

Districts that fail to fund the new GASB requirement could experience reduced bond 
ratings when rating agencies review their financial statements, as these statements will 
have to account for any unfunded liabilities. Reduced bond ratings will result in higher 
issuance costs and interest rates. Financial statements will weaken over time unless the 
liability is reduced. A district’s ability to borrow and incur additional debt also could be 
affected. Failure to implement GASB 45 could result in an adverse opinion by a district 
auditor. Although the pay-as-you-go method is permissible, using it means that the grow-
ing liability will be unmatched by a reserve of equal value. While professional accounting 
standards do not require public agencies to set aside the funding, failure to do so will 
have fiscal and reporting consequences. Post-employment benefit costs continue to rise 
and incurring this type of debt should be avoided, if possible. 

GASB 43, Financial Reporting for Post-employment Benefit Plans Other Than Pension 
Plans, provides financial reporting procedures (in the district’s annual audit report) 
for these benefits. GASB 45, Accounting and Financial Reporting by Employers for 
Post-employment Benefits, establishes the standard and accounting procedures for 
governmental employers to measure and report their costs and obligation relating to 
post-employment benefits other than pensions. The two statements are closely related 
and are considered together in this report. The two standards are phased in over three 
years, based on the governmental unit’s size. This is similar to the implementation used 
for GASB 34, which established new financial reporting requirements for LEAs and was 
also implemented in three phases. The district is part of phase 2, which is for districts 
with revenues of $10 million or more, but less than $100 million. GASB 43 takes effect 
in 2007-08, and GASB 45 in 2008-09. The reporting standard is implemented before the 
accounting standard, so financial statement footnote disclosure will occur one year before 
the actual accounting changes are necessary. As with many new accounting standards, 
early implementation is encouraged. 

The new reporting and accounting requirements were created to help districts realize 
how past negotiated retiree benefit commitments affect current and future budgets. The 
requirements also help districts accurately reflect the cost of those commitments in the 
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years the costs are incurred (the years the employees work for the district). GASB 45 
requires OPEB to be recognized as an expense and obligation, if applicable, on the LEA’s 
financial statements reported on the full accrual basis of accounting. This is for districts 
with any benefit structure for retirees, whether for a lifetime or some shorter time frame. 
From an actuarial perspective, the costs of the OPEB should be recognized during the 
periods in which the benefits were earned rather than when the benefits are provided. So, 
this means recognition during employment rather than at retirement.

OPEB includes any post-employment medical, dental, vision and prescription benefits. 
It also includes other non-pension and non-healthcare post-employment benefits that are 
administered outside of a pension plan, such as life insurance, disability, long-term care, 
and legal services. OPEB refers to benefits for any former employees, not just for retirees, 
including former employees on permanent disability. OPEB does not include pension or 
other non-health care post-employment benefits that are administered through a pension 
plan or termination benefits such as retirement incentives.  

Future benefits result in a liability. Most educational agencies, like Napa Valley USD, 
have funded this liability on a pay-as-you-go basis, which means that the cost is booked 
and the expenses are funded based on the amount actually paid out for retiree benefits 
in the current year. Therefore, the new GASB reporting and accounting requirements 
will substantially affect financial statements. One requirement of these new standards 
is an actuarial determination of the liability and expense, which will be reflected in the 
district’s financial statements. This will result in large increases in the district’s retiree 
benefit expenses, since the pay-as-you-go method recognizes only amounts paid out in 
the current year, not the future liability of benefits for many retired employees. 

The new standards also require an amortization of the existing unfunded retiree benefit 
liability over the employee’s years of service, as is done for pensions. This unfunded 
liability does not have to be booked in the first year of implementation. The amortization 
can occur over a period of time up to 30 years. Statement 45 also establishes disclosure 
requirements for information about the plans in which an employer participates, the 
funding policy that is followed, the actuarial valuation process and assumptions, and, for 
certain employers, the extent to which the plan has been funded over time. 

The actuarial valuation involves using the following components to make certain calcula-
tions related to the plan: 

Actuarial cost method – Several acceptable actuarial cost methods are available. •	
The district will need to discuss these with its actuary to determine whether there 
are inherent advantages or disadvantages in the method used. 
Actuarial assumptions – These include demographic information (such as •	
employee life spans, marriage status and termination status) and economic data 
(such as current and future investment returns and cost trends). 
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Plan assets – These must be transferred to an irrevocable trust to be counted as •	
part of the funding available to pay the plan liability. Plan assets are reported 
based on market values (either at a specific date, or an average over the reporting 
period). 
Employer census data – Demographic data related to eligible plan members. •	
The actuarial report will result in the district’s annual required contribution •	
(ARC), which is the district’s accrued expense (and related liability) in its current 
year financial statements. Although labeled as a contribution, the district may 
choose not to fund the ARC, resulting in an unfunded liability. The ARC has two 
components: 

The normal cost, which is the current actuarial cost of the retiree benefits 1.	
earned by employees in the current year.

The amortization of the prior unfunded employee benefits liability for a period 2.	
of up to 30 years. 

After the prior unfunded liability has been totally recognized, the ARC will consist solely 
of the current year’s actuarially determined costs of the benefits. Contributions toward the 
annual cost are made through premiums paid to the insuring agency and through contri-
butions to an irrevocable trust (Fund 71), whose assets are held for future premium pay-
ments. One advantage of establishing an irrevocable trust is that the annual actual costs 
(normal costs) of the retiree benefits can be charged equitably to all programs, including 
categorical programs. Under the pay-as-you-go funding method, the unfunded liability 
unfairly burdens the unrestricted general fund. This method also drastically understates 
the actual cost of each district employee. The cost lags considerably because expenses are 
not recognized until the employee retires. All other employee costs are expensed during 
their employment lifetime. 

As a result of these new accounting standards, the district will need to make several deci-
sions and take actions as follows: 

Discuss the various actuarial methods with its actuary to determine which will •	
best meet the district’s needs. 
Determine whether categorical funds will be charged the amortization of the prior •	
unfunded liability in addition to an equitable portion of the ongoing cost. 
Review the current unfunded OPEB liability and determine the period of amor-•	
tization. The standards allow up to 30 years. The amortized liability and expense 
will be reflected in the entity-wide audited financial statements and will reduce 
net assets. 
Determine the actual funding level of the ARC. The current method will result in •	
a cumulatively larger unfunded liability. This is an important cash flow issue, but 
it will not affect the actual expenditure level. 
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Establish an irrevocable trust if it is decided that funding levels will be estab-•	
lished to at least partially address the annual cost exceeding the annual premi-
ums. If an irrevocable trust is not established, any amounts set aside to fund the 
liability will not reduce the reported liability. 
Communicate the results of these new standards to interested parties, including •	
board members, the public, financing institutions, employees, and unions. 
Determine whether the district can afford retiree benefits at the current level. •	
Although any changes must be negotiated with employee unions, the discussion 
must occur at some point due to the significant effect on the district. 

LEAs need to obtain a valuation of their OPEB obligation every two or three years, 
depending on the size of the plan. If there are 200 or more members, such as in Napa 
Valley USD, a valuation is required every two years. If there are fewer than 200, it is 
required every three years. 

The district had an actuarial valuation for its retiree health insurance program as of July 
1, 2006. The valuation is dated January 16, 2007. The actuarial study includes benefits for 
348 retirees, including covered dependents and survivors, as well as 1,744 active employ-
ees expected to retire and receive benefits in the future. It excludes employees hired after 
the valuation date. The amount of actuarial liability for current and future retirees as of 
July 1, 2006 was determined to be $29,984,213. This amount represents the present value 
of all benefits expected to be paid by the district for its current and future retirees. If the 
district were to place this amount in a fund earning interest at the rate of 6% per year, and 
all other actuarial assumptions were exactly met, the fund would have exactly enough to 
pay all expected benefits.

When the $29,984,213 is apportioned into past service and future service components 
under the projected unit credit cost method, the past service liability (or “accrued liabil-
ity”) component is $18,931,555 as of July 1, 2006. This represents the present value of all 
benefits earned to date assuming that an employee earns ratable retiree medical benefits 
over his or her career. The $18,931,555 is comprised of liabilities of $12,079,649 for 
active employees and $6,851,906 for retirees. Because the district does not currently have 
a fund set aside for this pre-funding of retiree health care benefits, the unfunded accrued 
liability is also $18,931,555.

For 2006-07, the estimated annual expense was calculated by the actuarial to be 
$2,688,295. That amount is comprised of the present value of benefits accruing in the 
current year and a 30-year amortization of the unfunded accrued liability. The district had 
expected to pay $950,513 for healthcare premiums in 2006-07, so in that year the change 
to accrual represented an increase in annual expenses of $1,737,782.

There are various ways to approach pre-funding retiree healthcare benefits. The actual 
expense amount calculated on an annual basis will fluctuate from year to year based on 
the asset performance and on the population. The expense will eventually reach zero 
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when the last eligible retiree dies. The GASB 45 expense has no direct correlation to 
amounts the district may set aside to pre-fund healthcare benefits.

Early pre-funding has a huge effect on the amount the district will eventually have to pay.  
Because of investment earnings on fund assets, the earlier the contributions are made, the 
less the district will have to pay in the long run. Districts must weigh the advantages of 
pre-funding against other uses of money.

According to the Office of Management and Budget, Circular A-87, Cost Principles for 
State, Local, and Indian Tribal Governments, post-retirement health benefits may be 
equitably charged to federal categorical funds using either the pay-as-you-go method or 
the actuarially determined GAAP compliant expense as long as an irrevocable trust is in 
place. Specifically, the circular states that to be allowable in the current year, the PRHB 
(post-retirement health benefit) costs must be paid to one of the following: 

An insurer or other benefit provider as current year costs or premiums, or •	
An insurer or trustee to maintain a trust fund or reserve for the sole purpose of •	
providing post retirement benefits to retirees and other beneficiaries. 

This circular goes on to state that an equitable portion of the prior unfunded liability also 
may be charged to federal funds, as follows: 

When a governmental unit converts to an acceptable actuarial cost method 
and funds PRHB costs in accordance with this method, the initial unfunded 
liability attributable to prior years shall be allowable if amortized over a 
period of years in accordance with GAAP, or, if no such GAAP period 
exists, over a period negotiated with the cognizant agency. 

The district therefore could charge a pro-rata share of the cost of these benefits, includ-
ing amortization of the prior unfunded liability, to categorical programs, as long as 
all amounts that exceed the pay-as-you-go level are deposited to an irrevocable trust. 
Although no such guidance exists for state categorical funds, the state often follows the 
same guidelines set forth for federal grants. 

The circular does not provide specific details on how categorical programs can be 
charged for retiree liabilities, so the district may generate its own method. The most 
acceptable methodology found across the state is basing the rate on all relevant salaries. 
Based on GASB 45, it seems permissible to charge a rate on current costs as well as a 
phase-in (amortization) of the prior liability (which will probably be amortized over 
30 years by most districts). The amortized liability and expense will be reflected in the 
entity-wide audited financial statements and may reduce net assets. 

The chosen methodology should be fair and equitable to both categorical and unrestricted 
funds and should be consistently and uniformly applied to all district operations. It will 
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be charged just as other payroll costs are charged based on a rate on relevant payroll (e.g., 
lifetime benefits should be based only on teachers’ salaries if only teachers have lifetime 
benefits). Whatever method the district chooses, it should be fully documented and the 
records retained indefinitely. In addition, the rate should be recalculated each time a new 
actuarial report is received. Documentation is crucial because these new requirements 
will receive much attention in the near future. Also, as more districts implement the new 
standards, it will be possible to see the different methodologies other districts are using. 

The district’s strategy for addressing retiree benefit obligations is to join the CalPERS 
PEMHCA plan at an initial amount of $5,000. Other programs were also reviewed, but 
the CalPERS program worked best for the district. The district has chosen this strategy so 
it will only have to pay the full cap for retirees up to age 65. 

The district has negotiated for the 2007-08 year with the bargaining units to additionally 
fund a .11% set aside toward the retiree benefit obligation. This is a positive move that 
should continue to be considered in future negotiations sessions. Gradually seeking full 
funding rather than trying to fund it quickly will minimally impact the instructional pro-
gram. It also allows for flexibility to move dollars from a pay-as-you-go system to fully 
funding the obligation.

The district has traditionally maintained a low district cap on employee health benefits 
and continues to negotiate with the units to maintain a low cap while finding ways to fund 
the retiree liability. The district intends to set up an irrevocable trust to finance retiree 
benefits, although the board has not yet taken action on this.

Recommendations 

The district should: 

Discuss the various actuarial methods with the actuary to determine which will 1.	
best meet the district’s needs.

Adjust the pay-as-you-go amount for current active employees in the current and 2.	
two subsequent year budgets so that the multiyear projection contains realistic 
expenditure estimates in accordance with AB 1200. 

Determine whether categorical funds will be charged the amortization of the prior 3.	
unfunded liability in addition to an equitable portion of the ongoing cost. 

Determine a fair and equitable charge to both unrestricted and categorical funds 4.	
for amortizing the prior unfunded liability if the district decides to charge the 
liability to categorical funds. Ensure that whatever method is chosen, the costs to 
all programs are fully documented for future reference and discussion in an audit. 
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Review the current unfunded retiree benefit liability and determine the period of 5.	
time to be used for its amortization, up to 30 years. 

Determine the funding level of the annual required contribution. 6.	

Decide whether to establish an irrevocable trust. 7.	

Continue to communicate the results of the new GASB standards to interested 8.	
parties, including board members, the public, financing institutions, employees 
and the collective bargaining units. 

Continue to discuss the retiree benefit obligation during negotiations, as was done 9.	
in 2007-08, agreeing to use some of the formula set aside dollars toward this 
retiree obligation.
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Vacation Liability

District policy allows an employee to carry over a maximum of 35 vacation days to 
the subsequent year. During past audits of accrued vacation liabilities (June 30, 2006 
and June 30, 2001), auditors noted that approximately 20% of eligible employees had 
vacation balances above the maximum allowed by district policy, potentially creating a 
large liability if the employee resigned and the district had to pay the accumulated vaca-
tion time. The financial impact to the district could be significant if several employees 
with large balances left at the same time. Existing policy should be enforced, requiring 
employees to use excess time by the end of each fiscal year.

In response to the 2006 finding, the district sent letters to all employees with excess vaca-
tion and required them to submit a plan to their supervisor to use the excess hours within 
a specific time period. A statement in the letter advised that “any carryover in future years 
that goes beyond the October 31 cut off date as indicated in the NVUSD-CSEA collective 
bargaining agreement will be lost to you.” The district is exploring legal issues surround-
ing a “use or lose” vacation policy. Once legalities have been established, the district will 
explore a “no additional accrual” policy to handle the excess vacation on an annual basis.

A Vacation Liability Report was produced May 15, 2007, projecting the liability through 
June 30, 2007.  At that time, liabilities projected were:

Fund 01, General Fund					     $1,137,546.33•	
Fund 02, Phillips/Edison Charter School Fund		       $10,679.40•	
Fund 03, River Charter School Fund				          $4,677.91•	
Fund 04, Shearer Charter School Fund			          $6,316.94•	
Fund 05, Westwood/Napa Valley Language Academy	        $9,101.58•	
Fund 11, Adult Education Fund				         $33,419.67•	

This is of concern due to the potential negative impact on fund balance. The district 
should continue to focus on this area and move ahead with stronger policy to address 
excess vacation carryover.

FCMAT has not included this liability in the multiyear projection, assuming the payoff 
balances will not exceed the amount paid in past years. This assumption may not apply if 
it is decided to pay employees their large balances.



Fiscal Crisis & Management Assistance Team

VACATION LIABILITY50

Recommendations 

The district should: 

Enforce existing board policy that allows an employee to carry over 35 vacation 1.	
days to the subsequent year, requiring employees to use excess time by the end of 
each fiscal year.

Continue to explore any legal issues with the vacation policy for handling excess 2.	
vacation.

Include the vacation payoff in budgets and multiyear projections if it is decided to 3.	
pay employees their balances. 
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Charter Schools

California Education Code Section 47601, also known as the Charter Schools Act of 
1992, was enacted for “... teachers, parents, pupils, and community members to establish 
and maintain schools that operate independently from the existing school district struc-
ture.” According to this Act, the legislative intent of this law was to:

Improve pupil learning.•	
Increase learning opportunities for all pupils, with special emphasis on expanded •	
learning experiences for pupils who are identified as academically low achieving.
Encourage the use of different and innovative teaching methods.•	
Create new professional opportunities for teachers, including the opportunity to •	
be responsible for the learning program at the school site.
Provide parents and pupils with expanded choices in the types of educational •	
opportunities that are available within the public school system.
Hold the schools established under this part accountable for meeting measurable •	
pupil outcomes, and provide the schools with a method to change from rule-
based to performance-based accountability systems.
Provide vigorous competition within the public school system to stimulate •	
continual improvements in all public schools.

Charter schools are part of the public school system and may provide instruction in 
grades kindergarten through 12. Charter schools differ from traditional public schools 
in that they are exempt from many state laws relating to specific education programs. 
Thus, charter schools have greater fiscal and programmatic flexibility. A charter school is 
usually created or organized by a group of teachers, parents, and community leaders or a 
community-based organization, and is usually authorized by a local public school board 
or county board of education. An agreement (or “charter”) between the authorizing board 
and charter organizers details the specific goals and operating procedures for the school; 
usually a memorandum of understanding is created to define operational expectations. 
Under California law, in most cases, the local school district governing board serves as 
the primary chartering authority. County school boards and the State Board of Education 
may also authorize charters under certain circumstances. 

For new charter schools, not conversions of existing public schools, charter develop-
ers must obtain the signatures of either 50% of the teachers meaningfully interested in 
teaching at the school, or 50% of the parents of pupils expected to enroll at the school. 
For conversion schools, signatures of 50% of the teachers at the school are required. The 
petition must contain a prominent statement that a signature means that the person sign-
ing is meaningfully interested in teaching in or having their child attend the school. The 
proposed charter must be attached to the petition.  [Ref. Education Code §47605(a)] 
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When a charter school petition is first brought forward, information must be provided 
regarding the proposed operation and potential effects of the charter school on the school 
district, including:

Facilities to be utilized•	
Manner in which administrative services are to be provided•	
Potential civil liability effects on the charter school and the district•	

Even though it cannot be used as a reason to deny the petition, the district needs to under-
stand the financial and other impacts. For example, if the charter school enrolls some 
of the district’s students but does not contract with the district for support services, the 
district may need to cut back its support staffing.

Under California state law, both charter and traditional public schools use the same 
funding formulas. School districts and charter schools calculate each school’s average 
daily attendance (ADA), which is based on student enrollment and actual attendance, and 
report it to the California Department of Education (CDE) three times a year. Once the 
ADA is reported, the State Superintendent of Public Instruction apportions state school 
funds to charter schools. Programs involving independent study or non-classroom instruc-
tion undergo an additional assessment to determine whether the charter school is funding 
instructional and certificated staff at minimally accepted levels. Charter schools that do 
not meet the acceptable levels of staffing receive reduced funding.

There are some restrictions on the establishment of a charter school. With a few excep-
tions, a new charter school may only be located in the district that approves it. The law 
expressly prohibits the conversion of private schools to public charter schools. A charter 
school must have nonsectarian programs, admission policies, employment practices, and 
all other operations. A charter school may not discriminate against any pupil and may not 
charge tuition. The school’s charter must include a description of the means for achieving 
a racial and ethnic balance among its pupils that reflects the general population residing 
in the district. Pupils may not be required to attend a charter school, nor may teachers be 
compelled to teach there.  

The CDE is ultimately responsible for interpreting and implementing the legislation 
regulating the operations of charter schools. A designated CDE unit is devoted to imple-
menting legislation and providing assistance to charter schools and the authorizing school 
districts and county offices. Education Code 47604.32 states that an authorizing agency 
has specific mandatory oversight responsibilities over the operations of a charter school. 
The responsibilities of both the charter and the authorizing agency are generally defined 
in a memorandum of understanding between the two parties.
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Napa Valley USD has five charter schools:

River Charter School•	
Shearer Charter School•	
Phillips-Edison Charter School•	
Napa Valley Language Academy Charter School•	
Stone Bridge Charter School•	

Average daily attendance for 2006-07 in the charter schools, excluding Stone Bridge, was 
11% of the total district ADA. 

Stone Bridge is the most recent charter school, opened during the 2005-06 fiscal year. It 
is the district’s first direct-funded charter, which means that all funding is sent directly 
to the charter school except for property taxes, which by Education Code must flow 
through the district. Those funds are transferred to the charter school through a prescribed 
formula. Funding for the remaining four charter schools remains unchanged and flows 
through the district, which then transfers the funds to the individual schools. 

With the approval of Proposition 39 in the 2000 general election, the district became 
responsible for providing facilities for all charter schools serving students who reside 
within their boundaries. Basically Proposition 39’s provisions relating to charter schools 
are based on two premises:

Students in public charter schools are entitled to reasonable access to a safe and •	
secure learning environment
Public school facilities should be shared fairly among all public school pupils, •	
including those in charter schools

Proposition 39 also requires that school districts provide comparable, continuous, fur-
nished and equipped space to charter schools serving district residents in classroom-based 
instruction. Districts must make reasonable efforts to provide facilities near where the 
charter school wishes to locate and to not move the charter school unnecessarily.

All five charter schools are located in district facilities as of 2007-08. In 2007-08 Stone 
Bridge has moved from the fairgrounds to share a campus with Salvador Elementary 
School, which changes the way oversight fees will be charged to the school by the 
district. The district had not yet finalized negotiations with Stone Bridge for optional ser-
vices at the time of FCMAT’s visit, so FCMAT’s analysis is based on the remaining four 
charter school financial and operational agreements. Of those four agreements provided 
to FCMAT, all had expired except the agreement with Phillips-Edison Charter School, 
although FCMAT was told that the provisions of the other agreements had not changed. 
The district should ensure that all financial and operational agreements are finalized and 
signed before the beginning of the next fiscal year, rather than allowing a fiscal year to 
begin without a signed and enforceable agreement in place. 
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The district has developed formulas for charging the charter schools for services pro-
vided. Mandatory facility fees are charged on square footage occupied by the charter 
schools, oversight fees are charged on a percentage of specified income, and special 
education encroachment is charged on a per ADA amount. Optional fees such as human 
resources, technology and instructional support are “clustered” to better represent the cost 
of the total service and are charged per ADA. FCMAT was not provided a specific list of 
2007-08 optional services that were available to the charter schools, but was told that the 
services remain unchanged compared with previous years. 

Recommendations 

The district should: 

Understand all impacts that a potential charter school may have so that the district 1.	
can adequately plan for the potential impact on district operational costs. 

Ensure that all individual charter schools’ financial and operational agreements 2.	
are finalized and signed before the beginning of the fiscal year.

Charter School Oversight
A charter authorizer may charge a charter school for the actual costs of supervisorial over-
sight, not to exceed 1% of the revenue of the charter school per Education Code Section 
47613(b). This section allows authorizers to charge charter schools an oversight fee of up 
to 3% of the revenue of the charter school if the school receives “substantially rent free 
facilities from the chartering agency.” The law also allows a district to charge a pro-rata 
share of the actual facilities costs (e.g., maintenance/janitorial). Revenue is defined as 
general-purpose entitlement and categorical block grant funding for purposes of the cal-
culation of the oversight fee; no other revenues count. 

Specifically, Education Code Section 47613(b) states:

“(a) Except as set forth in subdivision (b), a chartering agency may charge for the 
actual costs of supervisorial oversight of a charter school not to exceed one (1) 
percent of the revenue of the charter school.
(b) A chartering agency may charge for the actual costs of supervisorial oversight 
of a charter school not to exceed three (3) percent of the revenue of the charter 
school if the charter school is able to obtain substantially rent free facilities from 
the chartering agency.
(c) A local agency that is given the responsibility for supervisorial oversight of a 
charter school, pursuant to paragraph (1) of subdivision (k) of Section 47605, may 
charge for the actual costs of supervisorial oversight, and administrative costs 
necessary to secure charter school funding. A charter school that is charged for 
costs under this subdivision may not be charged pursuant to subdivision (a) or (b). 
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(d) This section does not prevent the charter school from separately purchasing 
administrative or other services from the chartering agency or any other source.
(e) For the purposes of this section, a chartering agency means a school district, 
county department of education, or the State Board of Education, that granted the 
charter to the charter school.
(f) For the purposes of this section, ‘revenue of the charter school’ means the 
general purpose entitlement and categorical block grant, as defined in subdivisions 
(a) and (b) of Section 47632.”

The CDE believes that in addition to the oversight responsibilities noted above, “supervi-
sion” includes providing the charter school with general guidance and assistance on 
issues such as funding and compliance. This would not generally include extensive 
administrative services. Education Code Section 47604.32 outlines the duties of a char-
tering authority as:

“Each chartering authority, in addition to any other duties imposed by this part, 
shall do all of the following with respect to each charter school under its authority:
(a) Identify at least one staff member as a contact person for the charter school.
(b) Visit each charter school at least annually.
(c) Ensure that each charter school under its authority complies with all reports 
required of charter schools by law.
(d) Monitor the fiscal condition of each charter school under its authority.
(e) Provide timely notification to the department if any of the following 
circumstances occur or will occur with regard to a charter school for which it is 
the chartering authority:

(1) A renewal of the charter is granted or denied.
(2) The charter is revoked.
(3) The charter school will cease operation for any reason.

(f) The cost of performing the duties required by this section shall be funded with 
supervisorial oversight fees collected pursuant to Section 47613.”

If a district’s oversight costs exceed the 1% (or 3%) maximum that can be charged to the 
charter school, the district may file a mandated cost claim for the additional costs. The 
State Constitution includes provisions to reimburse school districts and county offices of 
education for their costs to implement state mandated programs, which applies to charter 
schools. As amended by Proposition 4, the State Constitution requires the state to reim-
burse local agencies for the costs of laws or regulations that result in a new program or 
higher level of service. Beginning in 2002-03, the state, in an effort to balance its budget, 
adopted a policy of deferring payments to local educational agencies (LEAs) for mandate 
reimbursements. While the state could have suspended the mandated programs and thus 
relieved LEAs of the costs of carrying out these duties, it has continued to impose the 
mandated programs without timely reimbursement of the associated costs. The payments 
have been deferred to an unspecified future fiscal year, presumably when the state’s 
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budget condition improves. Districts should continue to track the costs in case the reim-
bursements recommence. Claimable costs include: salaries and benefits for management 
and clerical staff other than superintendents or board members, materials and supplies, 
contract services such as attorney fees, and allowable indirect costs.

Napa Valley USD recognizes that supervisorial oversight includes but is not limited 
to charter interpretation, performance and assessment monitoring, implementing and 
reviewing charter renewal, revocation, dispute resolution processes, and overall oversight 
of the programmatic and financial operations of the charter school. In accordance with 
the law, the district charges a fee of 1% of charter school revenue even though the charter 
schools operate in a district facility, since the district charges facility use fees. The charter 
schools operating in a district facility must pay an oversight fee of 1% in addition to the 
facility use fee, or 3% of charter school revenue.

Recommendations 

The district should: 

Continue to charge district charters the 1% allowable oversight fee in addition to 1.	
the facility use fees.  

Ensure that the facility use fees do not exceed 3% of charter school revenue.2.	

Continue to track the mandated costs applicable to oversight for potential reimburse-3.	
ment by the state in the future for costs above the allowable oversight percentage.

Charter Schools and Proposition 39
The regulations pertaining to Proposition 39 are in Title 5, sections 11969.1 through 
11969.10 of the California Code of Regulations, and may be found on the CDE Web site 
at http://www.cde.ca.gov/sp/cs/lr/csregsmar04.asp. Basically, Proposition 39’s provisions 
related to charter schools are based on two premises:

Students in public charter schools are entitled to reasonable access to a safe and •	
secure learning environment
Public school facilities should be shared fairly among all public school pupils, •	
including those in charter schools

Proposition 39 requires that school districts provide comparable, contiguous, and 
furnished and equipped space to charter schools servicing district residents in classroom-
based instruction. This is for any charter school that operates in a district either educating 
at least 80 in-district students or identifying at least 80 in-district students who are mean-
ingfully interested in enrolling in the charter school next year (Education Code Section 
47614(b)(5)).
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“Space” includes regular classrooms, share of specialized classrooms, plus non-teaching 
space for things like administration, kitchens and play areas. Furnished and equipped 
means all furnishing and equipment necessary to conduct classroom-based instruction, so 
at a minimum, desks, chairs, and blackboards. 

The district may charge the charter school for a pro-rata share of its district wide unre-
stricted general fund facilities costs that are translated into a per-square-foot amount.  
Allowable costs include unrestricted general fund monies used for:

Contribution to deferred maintenance•	
Replacement of furnishings and equipment according to district schedules•	
Grounds keeping•	
Facility rents and leases•	
Debt service (if paid by unrestricted revenues)•	

The charter school share would be based on the ratio of square footage allocated for the 
charter school, including the proration of shared space, to total district square footage. 
That computed cost per square foot for the prior year should then be charged to all appli-
cable charter schools in the district. This is typically called the pro-rata share amount. 
There should be a separate written agreement regarding the facility agreement(s) and the 
pro-rata share amount.

If the charter school generates fewer in-district classroom ADA than projected, the school 
is subject to a penalty for the overallocated space, but only if the difference is equal to or 
greater than 10% of the projected level, or 25, whichever is greater. 

Napa Valley USD has provided the following facilities to the existing charter schools:

River Charter School (former Ridgeview Middle School), 2447 Old Sonoma •	
Road, Napa
Shearer Charter School (former Shearer Elementary School), 1590 Elm Street, •	
Napa
Phillips-Edison Charter School, 1210 Shetler Avenue, Napa•	
Napa Valley Language Academy Charter School (former Westwood Elementary •	
School), 2700 Kilburn Avenue, Napa
Stone Bridge Charter School (sharing site with Salvador Elementary School), •	
1850 Salvador Avenue, Napa

The ongoing operations and maintenance of facilities is the responsibility of the charter 
school. The charter school is asked to fulfill the responsibility by purchasing routine 
maintenance from the district in facility service and facility use fees as specified in the 
agreement. Napa Valley USD then provides routine maintenance for the facility according 
to district standards and collective bargaining agreements. The district is responsible for 
the long-term maintenance of the school facilities used by the charter schools. The district 
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maintains the school sites in accordance with all applicable federal, state and local laws, 
rules, regulations, and district policies, except to the extent they have been waived. This 
includes, without limitation, district policies that directly protect the safety and welfare of 
employees and students. 

The fees the district charges to its charter schools when using district facilities are:

Facility Service Fee:  This fee contributes to the district costs of repairing, restoring, and 
renovating school property including grounds, buildings, site improvements, building 
fixtures and service systems. These fees also support the district’s eligibility for state 
modernization funds. The financial and operational agreements provided to FCMAT state 
that, “Facility service fees are based on the district’s costs included in the Standardized 
Account Code Structure (SACS) 8100 account codes.” These fees are paid per square 
foot based on an agreed amount of square feet. 

Function 8100 in SACS is defined as Plant Maintenance and Operations, and is used to 
record expenditures related to activities to keep the physical plant and grounds open, 
clean, and comfortable, in working condition, and in a satisfactory state of repair. 

Facility Use Fee: Charter schools are charged this fee to contribute to the district’s costs 
to acquire, construct and provide deferred maintenance that are paid for with unrestricted 
general fund revenues. The financial and operational agreements provided to FCMAT 
state that “the facility use fee is based on the district’s costs included in the SACS 8500, 
8700 and 9000 account codes.” It is paid based on an agreed amount of square feet. 

Function 8500 is defined as Facilities Acquisition and Construction, and is for activities 
concerned with capital projects, such as acquiring land and buildings, remodeling build-
ings, constructing buildings and additions to buildings, initially installing or extending 
service systems and other built-in equipment and improving sites. Function 8700 is 
defined as Facilities Rents and Leases, and is for activities concerned with acquiring 
facilities through operating leases or rentals without the option to purchase. The 9000 
functions are for Other Outgo, which includes debt service, transfers between agencies, 
and interfund transfers.

Recommendations 

The district should: 

Define in the financial and operational agreements what functions 8100, 8500, 1.	
8700 and 9000 represent so that anyone reviewing the agreements can determine 
how the facility service and facility use fees are derived.
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Charter Schools and Other Operating Services
The State Board’s Model Charter School Application suggests agreement that “the 
[charter] school will require and finance general liability, workers’ compensation, and 
other necessary insurance of the types and in the amounts required for an enterprise of 
similar purpose and circumstance, and provide evidence that the cost and availability of 
such insurance has been researched by the petitioners. Each charter school should have 
adequate insurance and provide such proof of insurance annually.” Napa Valley USD also 
ensures in its agreements with charter schools that the following services are in place and 
the charter school will pay for its portion via service fees:

Property and Liability Insurance: This fee contributes to the district’s public property 
and liability insurance and self-insured retention if the charter school operates in a district 
facility and thus ensures that the charter school is covered like any other district school. 
As part of the agreement, the charter school must also agree that it will coordinate all risk 
management activities through the District Administrator for General Services, including 
the prompt reporting of any and all pending or threatened claims, filing of timely notices 
of claims, cooperating fully with the district in the defense of any claims and complying 
with the defense and reimbursement provisions of the California Tort Claims Act and the 
district’s applicable insurance policies.

The agreement states that the district encourages the charter school to obtain additional 
general liability and public officer’s liability insurance coverage and to name the district 
as additional insured.

All agreements should specify the types of insurance and amount of coverage to be pur-
chased. In addition, it is essential for the charter school’s liability insurance to name the 
district as an insured, which should be mandated rather than just encouraged.  

As part of fiscal oversight, review of the charter school’s budget should include ensur-
ing that there is a sufficient expenditure budget to purchase types/amounts of insurance 
agreed on in the negotiated charter. 

Workers’ Compensation Insurance:  The district provides workers’ compensation 
insurance coverage for the charter schools that is consistent with the coverage for the dis-
trict. The cost of the insurance is then included as a salary expense. The district requires 
the charter schools to agree to coordination of all employee workers’ compensation 
activities through the district’s workers’ compensation administrator, which includes the 
prompt reporting of any and all pending or threatened claims, filing of timely notices of 
claim, cooperating fully with the district in the defense of any claims and complying with 
the defense and reimbursement provisions of the California workers’ compensation laws 
and the district’s applicable insurance policies.
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Special Education Encroachment: Pursuant to Education Code Section 47646(c), 
this fee ensures that the charter school is deemed a school within the district for special 
education and contributes its fair share of district special education costs, which includes 
encroachment on the district’s general fund.

The information and agreements provided to FCMAT do not specify special education 
transportation encroachment as part of this special education encroachment fee, although 
FCMAT was told that the charter schools do reimburse the district for this expense. It 
should be clearly documented that the charter school is required to pay its fair share of 
special education transportation costs that encroach on the district’s general fund.

Non-Block Grant Categorical Services: This fee is based on the district’s indirect cost 
rate, as established by the federal or state government for categorical funds that are not 
part of the charter school’s state categorical block grant. The agreement specifically states 
that the fee contributes to the district’s cost to administer categorical funds such as Title I, 
Title IV, in lieu EIA, ELAO, and K-4 library grants.

Because state and federal funding changes annually, this section of the agreement should 
either be updated annually to include applicable funds on which the indirect will be 
charged, or should not be as specific as it is now.

Telephone and Utilities: Telephone, gas, electric, sewer, water and waste disposal pro-
vided to each charter school facility is charged at the actual cost to the district.

The current agreement lists “miscellaneous work orders” in Article 5, Contracted 
Operational Services, yet in Appendix A, which lists contracted services, only telephone 
and utilities are listed. The agreement should be modified so that it is clear that work 
orders will be reimbursed to the district at their actual cost or other agreed-upon fee or 
method.

Recommendations 

The district should: 

Continue to require the charter schools to have and finance general liability, work-1.	
ers’ compensation, and other necessary insurance of the types and in the amounts 
required for an enterprise of similar purpose and circumstance.

Continue to ensure that each charter school provides proof of adequate and 2.	
required insurance annually.

Require the charter school’s liability insurance to name the district as an insured.3.	
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Review the charter school budgets to ensure that they include an appropriate 4.	
expenditure budget sufficient to purchase types/amounts of insurance agreed on in 
the negotiated charter.

Ensure that it is clearly documented that the charter schools pay their fair share 5.	
of district special education transportation costs that encroach on the district’s 
general fund.

Update the charter school agreements annually to include applicable funds on 6.	
which indirect costs will be charged, or modify the agreement to be less specific.

Modify Appendix A in the charter school agreement to clarify that work orders 7.	
will be reimbursed to the district at their actual cost or other agreed upon fee or 
method.

Optional Contracted Services
A charter school may opt to contract with its authorizing agency on a fee-for-service basis 
for administrative, insurance, maintenance, payroll, purchasing, staff development, or 
legal services, etc.

Napa Valley USD calculates the charges for these optional services each year according 
to the district’s Charter School Financial and Operating Guidelines. The actual cost is 
determined annually after the books are closed for the year, or by December 1. The dis-
trict agrees to provide and be solely responsible for delivery of the services specified by 
the charter school in each individual agreement, at the same level and at the same extent 
as that provided for each district school site. 

Napa Valley USD offers the following optional contracted services:

Routine Maintenance•	
Human Resources services•	
Business services•	
Student Data and Attendance services•	
Curriculum services•	
Instructional support services•	
Bilingual instructional services•	
Technology services•	
Library services•	
Library technology support•	
Student testing and evaluation services•	
Guidance and counseling•	

The district also offers what it calls “miscellaneous services,” which include:
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Student support services•	 : This could include health services, psychological ser-
vices, attendance and social work services, access to GATE classes, independent 
study verification, Internet access purchased without technology services and 
other comparable services as requested. For each chosen service, a fee is charged 
as negotiated between the district and the school.
Food services•	 :  Provided to the charter schools at no additional charge.
Transportation•	 :  Provided to conversion charter schools at no additional charge.
Legal services•	 : Available to charter schools through the district’s legal services 
agreement, with the expense to be charged at the same hourly rate as it is charged 
to the district by the legal service provider.

The Financial and Operating Guidelines state in Article 7, Personnel and Employee 
Relations, that the charter school will be eligible to participate in the district’s staff 
development opportunities including but not limited to the Peer Assistance and Review 
program, yet there is no reference as to the cost. The district should charge a fee for staff 
development if it encroaches on the unrestricted general fund in any way.

The Financial and Operating Guidelines also state that the district will be responsible for 
providing the following for the charter schools:

Mail services•	
Security•	

These types of services, as well as food services and home-to-school transportation, 
should not be charged solely to the district if the charter school obtains a benefit. The 
district should charge for these services as it does for other optional operational services.

FCMAT reviewed Memorandums of Understanding (MOUs) between other districts and 
their approved charter schools to compare methods of charging for optional services, and 
to ensure that the district is offering comparable types of services. With few exceptions, 
most of the services were similar. The major differences had to do with how the services 
were charged and/or detailed.

Napa Valley does not include public information, fingerprinting or vision and hearing 
testing, which some of the other districts’ MOUs offer. The district might consider pro-
viding these services, or updating its services list to publicize their availability.

Some of the MOUs that FCMAT reviewed charged the district’s indirect cost rate as 
calculated by the State Cost Accounting Report rather than identifying specific fees for 
each service. The indirect cost rate is then applied to all expenditures monthly (except 
for those specifically exempted per the agreement) in the charter school’s fund. FCMAT 
did not specifically review whether there is a cost benefit for the district to charge this 
way versus the current methodology, but the district should do the calculation to find if it 
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is cost beneficial or even neutral, as such a method would be much simpler and the cost 
would be known much earlier in the year.

The district may want to break out specific services instead of listing them in one opera-
tional area. For example, Napa Valley USD’s fee schedule lists many functions under 
Business Services, such as audit, fiscal operations, accounting, student attendance account-
ing, purchasing and related data processing. A charter school would choose the operational 
area and then receive all business services. But, in other charter MOUs, there are different 
rates/options for accounts payable, petty cash, student body, budget, payroll, purchasing, 
etc., so the charter can select the options that are needed and wanted. This is especially 
important for instructional support, as a charter school may want to select individual 
services such as professional development, state and federal programs, grant development, 
standards and curriculum. This would better serve the charter schools by identifying what 
services the charter schools want, and would help the district to determine staffing needs for 
the district office. Listed below is a sample fee schedule from one charter MOU breaking 
out specific services and methods of cost calculation.  The listed rates are for 2006-07 and 
based on this district’s calculations of the cost to provide such services.

Service Method of Cost Calculation 2006-07
A. REQUIRED

1.  Special Education Program Encroachment Per Current Enrollment   $      338.74
2.  Special Education Transportation Encroachment Per Special Education 

Student Transported
1,494.18

3.  Utilities/Telecommunications Actual Costs
4.  Debt Service or 

     Facility Use - Pro Rata Share (if in District facility)

    *(Not Required if Not Using District Facility)

Per Current Enrollment

Per Square Foot of Facility

118.42

2.01

5.  State-Required Reserve for Economic Uncertainties

6.  Oversight

2% - 4% of Revenues

1% - 3% of Revenues
B. ADMINISTRATIVE

1.  Accounting (Must be on Escape system)
Accounts Payable-	

Petty Cash-	

Student Body -	 (Not to exceed 20 checks/
month. There will be a $2.50 per check fee 
in excess of 20 checks).

Per Current Enrollment

Per Current Enrollment

Per Current Enrollment

10.07

20.14

5.00

2.  Budget – Including Student Attendance (Must be on 
Escape system)

Per Current Enrollment     23.16

3.  Nutrition Services Actual Costs
4.  Personnel Per Current Enrollment     58.31
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Service Method of Cost Calculation 2006-07

5.  Employee Compensation (Payroll) Per Current Enrollment     14.77
6.  Risk Management/Employee Benefits Per Current Enrollment       12.53
7.  Property/Liability Insurance Per Current Enrollment     37.06
8.  Internal Audit Per Current Enrollment 6.83
9.  Purchasing/Warehousing (Must be on Escape 
system)

Per Current Enrollment     36.38

	 - Mail Services (Daily Intradistrict) Per Current Enrollment 8.37
C. FACILITIES / TRANSPORTATION / POLICE 

SERVICES
1.  Custodial Actual Costs
	 - Custodial Supervisor Assistance Per Hour 33.80
2.  Landscaping Actual Costs
3.  Routine Repair and Maintenance 3% of Revenues
	 - Plumbing, HVAC Technician, Electrician, 
Carpenter

Per Hour 41.80

	 - Laborer, Gardener, Machinist, Painter, 
Glazier

Per Hour 30.80

4.  Planning and Construction
	 - Project Management Time and Materials
	 - Capital Improvement Request Management Per Hour 59.58
	 - Architect, Engineering, DSA Inspection, 
Consultation

Market Rate

5.  Transportation Per Current Enrollment 371.40
6.  Police Services Coordination Per Current Enrollment       3.40

D. COMMUNITY HEALTH AND EDUCATION 
SUPPORT SRVCS 
1.  Child, Welfare and Attendance Per Current Enrollment 13.51
2.  Health Services (Nurses) Actual Cost
3.  Health Screening (Vision, Hearing, Scoliosis) Actual Cost
4.  Training Per Current Enrollment 27.36

E. INFORMATION SERVICES & EDUCATIONAL 
TECHNOLOGY (I.S.E.T.)
1.  Network Infrastructure and Hardware/Support/
Training

 	 (Includes Items 1-6.  If you choose not to contract 
for GroupWise, Escape or SASI, your fees will be 
reduced by the amounts specified in items 2-4).

Per Current Enrollment     49.54

Standard 
Fee, 

includes 
all I.S. 

Services
2.  GroupWise (deduct, if not desired) Per Current Enrollment (.50)
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Service Method of Cost Calculation 2006-07

3.  Escape (deduct, if not desired) Per Current Enrollment (5.70)
4.  SASIxp (Software/Scan) (deduct, if not desired) Per Current Enrollment (2.25)
5.  Print To Mail (included) Per License 258.00
6.  Athena (Library Software) (included) Per License 335.00

F. INSTRUCTIONAL SUPPORT
1.  Staff/Professional Development Per Current Enrollment     0.28
	 - Electronic notification/registration, 
Recordkeeping of 18 hrs.

Per Teacher 20.00

2.  State and Federal Programs (On-site Technical 
Assistance)

Per Hour 59.00

3.  Multilingual (Resource Teacher/EL Meetings) Per Year, Plus Costs, Per 
Attendee

100.00

	 - Professional Development for Large and 
Small Groups

Time and Materials Call for 
pricing

	 - On-site Technical Assistance Per Hour 51.00
	 - Compliance Support Per Hour 51.00
4.  Grant Development Per Current Enrollment       2.23
5.  Standards and Curriculum Per Current Enrollment     20.00
6.  Library Services Per Current Enrollment       5.50
7.  Assessment, Research and Evaluation Per Current Enrollment     8.10
8.  Pupil Services/Hearing Office Per Current Enrollment     11.60

G. LEGAL SERVICES Per Hour 175.00
H. EMPLOYEE RELATIONS

1.  Negotiations Per Hour 52.00-85.00 
2.  CBA Advisory for Certificated and Classified Per Hour 33.23

I. OFFICE OF THE SUPERINTENDENT
1.  Communications Per Hour 75.00

Recommendations 

The district should: 

Charge a fee to the charter school for staff development if the staff development 1.	
encroaches on the unrestricted general fund in any way.

Ensure a fee is being charged for food, transportation, mail and security services 2.	
as is done for other optional operational services.

Consider offering public information, fingerprinting and vision and hearing test-3.	
ing services. 
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Review whether it would be cost beneficial to charge indirect costs for optional 4.	
services rather than a fee for service model.

Consider breaking out specific services rather than listing them in one operational 5.	
area.  
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Technology

Background
Reporting within the Business Services Division, the Napa Valley USD Technology 
Department is responsible for all aspects of administrative and instructional technology. The 
department has 19 staff members and is supervised by a director who oversees an assistant 
and separate department groups that provide data processing, technical, and curriculum sup-
port. Additional support is provided at certain sites by Instructional Technology Assistants. 
Outside consultants are utilized for network management, Web site implementation and 
design, and occasional repair and maintenance services for specialized equipment. 

The department is organized as follows:

Although the need for technology services in the district has grown dramatically, technol-
ogy staffing has not increased to meet the demand. As a consequence, technology depart-
ment staff members have found it increasingly difficult to provide timely support, and 
requests for assistance are often met with long delays.

The Technology Department provides the following services to the district:

Network services including data transmission, storage, Internet and e-mail•	
Network design, installation, maintenance and administration•	
Hardware and software support•	
Help desk support•	

 
Technology Director 

Technology Dept 
Assistant 

Technical Staff 
Network Support 

Specialist (1) 
Computer Technicians 

(4) 

Curriculum & 
Instruction 

Library Services 
Supervisor 
Coaches (2) 

Data Processing 
Aeries Specialist (1) 

Computer Programmer 
(1) 

Database Manager (1) 

Outside Consultants 
Network Administration 

IT Advisory 
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Data processing, data warehousing and data management services including •	
student information system support, assessment reporting and data analysis
Library catalog maintenance and support•	
Operations support for Fiscal Services, Human Resources, Student Services and •	
Special Education systems
Professional development and technology coaching services for staff•	
Web site hosting•	

The Technology Department also serves as the Internet Service Provider (ISP) for other 
Napa Valley school districts, private schools and the Napa County Office of Education, 
and provides library services to other districts in Napa on a fee basis.

The Technology Department employs Level 1 instructional assistant/technology special-
ists at several sites. Some sites have augmented their staff for technology support. The 
Level 1 instructional assistant/technology specialists are provided below.

Level 1 Instructional Assistants/Technology Specialists
Site Enrollment Position FTE Funding
Napa High 2416 IA/Tech 1.0 General Fund

Vintage 2473 IA/Tech
Tech TOSA

1.0
.4

General Fund
Site

Valley Oak Continuation 209

New Tech High School 353 Network 
Administrator 1.0 Unknown

Napa Valley Alternative 106

Redwood Middle School 1136 IA/Tech 1.0
.5 FTE 
General Fund
.5 Site funds

Harvest Middle School 908 IA/Tech
IA/Tech

.3

.2
General Fund
General Fund

River Charter 287

Silverado Middle School 796 IA/Tech 1.0
.5 General 
Fund
.5 Site funds

American Canyon Middle 
School 773 IA/Tech

Tech TOSA
.5
Unknown

General Fund
General Fund

Alta Heights 380 IA/Tech 1.0 Site
Bel Aire Alt 136
Bel Aire 406
Canyon Oaks 570
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Site Enrollment Position FTE Funding
Capell Valley 45
Carneros 192
Donaldson Way 504
El Centro 311 IA/Tech .8 Site
McPherson 567 IA/Tech .8 Site
Mt George 168
Napa Junction 317
NVLA 566 Tech TOSA 1.0 Site
Northwood 379
Phillips Edison 572 Site
Pueblo Vista 247
Pueblo Vista Alt 149
Salvador 186
Shearer 552 IA 1.0 Site

Snow 274 Library Asst/
Tech 1.0 Site

Vichy 342 IA/Tech 1.0 Site
West Park 270
Wooden Valley 27
Yountville 157

In addition to the Level 1 technician positions listed above, the district employs six Level 
2 technicians. Some network maintenance and server maintenance functions are per-
formed by a Network Support Specialist, and the district contracts with an outside vendor 
for major network administration support.

The Technology Department performs many of its functions quite well. However, the 
decentralized management of aging computers and site management of instructional 
assistants have hampered the district’s efforts to move forward with technology.

Organizational Structure and Staffing
Technical support response times do not meet the district’s needs. The current estimated 
computer-to-technician ratio is 1 technician to 1,250 computers. The average K-12 orga-
nization typically has a ratio between 1:750 and 1:1000 depending on the available tools 
and age of computers. Requests for support often take several months to be resolved. 
This is the result of limited staff and the lack of a formal prioritizing methodology that is 
understood by all. Most technology users perceive that high schools, middle schools and 
the Education Center are prioritized higher than the elementary schools. Adding a seventh 
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staff member to the department for desktop support would allow the district to increase 
computer-to-technician ratios.

There is no uniformity of technology support for school sites, particularly at the elemen-
tary level. Some schools have elected to pay for instructional assistants while others have 
not. Some middle schools also have augmented technology staffing from their own funds. 

FCMAT found that technicians paid out of categorical funds also worked on items not 
related to their funding source. There are guidelines that must be followed when employ-
ees are charged to categorical funds, such as logs documenting why charges are occur-
ring. This is not currently in place.

The instructional assistants are paid from the Technology Department’s budget but are 
supervised by the site principal. To provide a more uniform level of support and keep the 
department better apprised of technology issues, these staff members should report to the 
Director of Technology, who would work in collaboration with the school principal to 
meet site needs.

Turnover of computer technicians has been high in the past year, with three technicians 
leaving the district. This may be related to pay levels and high benefits costs.

Recommendations 

The district should:

Establish written protocols for prioritization of support requests that are distrib-1.	
uted to all staff. 

Establish formal staffing formulas to provide guidance for staffing that will 2.	
adequately meet the district’s technology needs with reasonable response times. 
Allow sites to add staff beyond these minimums, with all technology staff report-
ing to the Director of Technology.

Request any technology staff paid out of categorical funds to maintain a log of 3.	
what they work on and to only work on items related to their funding source.  

Assign the Director of Technology to supervise and evaluate instructional assistants.4.	

Continue placing hiring responsibilities for technology staff with the director, who 5.	
would collaborate with the principals in making staffing decisions. 

Ensure that the site administrator who is responsible for the instructional assis-6.	
tants’ day-to-day duties collaborates with the Director of Technology.

Research salaries for the Technology Department to determine whether staff sala-7.	
ries are commensurate with other districts.
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Provision of Services
Customer service has not always been consistent, largely because of the workload. 
E-mail services do not meet the district’s needs. Specifically, it can take weeks for the 
Technology Department to set up an e-mail distribution list, and the requester of the 
distribution list is often omitted from the list. E-mail users who experience connection 
problems can be off the system for a month waiting for the problem to be resolved.

The current practice of the Technology Department is that district-sponsored support 
stops at the jack in the wall in terms of ongoing replacement, support and maintenance. 
All other hard costs are borne by the site. This results in varying levels of equipment and 
ages of computers from one site to another, depending on how the principal prioritizes 
technology. There is no capital replacement plan for computers or minimum standard 
of technology for classrooms. Technology decisions for new classrooms are more often 
based on cost than a minimum standard.

Minimum technology standards should apply to every classroom that is connected to the 
network, as well as labs. There should be a designated number of labs for each school 
level (elementary, middle, and high school). The district should set up a capital replace-
ment fund to refresh or replace all computers five years old or older each year following 
the minimum standards set. Suggested technology minimums would be one teacher work-
station per classroom, one computer lab per elementary school, two computer labs per 
middle school and three computer labs per high school in addition to all administrative 
computers. School sites would continue to be responsible for replacing quantities above 
the minimums set. 

The budget report system, EduReports, does not meet the needs of many principals and 
other leaders. Many felt the data was not accurate. This may be the result of payroll 
encumbering practices and open positions in the Title 1 schools. In almost all cases, train-
ing for the principals should resolve this situation. Most maintain their own accounting to 
track their budget balances. 

Purchase requisitions are done manually and can take several weeks to complete. 

The district utilizes the free Techsets help desk system. While this system is useful for 
Technology Department staff, it does not meet the district’s needs. Principals stated they 
do not know the status of the tickets they submit unless they manually keep track of each 
one. Technicians often do not stop in the office and report progress to the principals. The 
system should allow end users to submit help desk requests via the Web, e-mail, or by 
calling the request in. The system should also automatically keep the end user informed 
of the status of all current and previous requests. The Heat help desk system from 
FrontRange is one system that has all these features.
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Training for technicians has most recently been accomplished via online training from 
Techsets. The technicians stated they were happy to get this training but had to do so on 
their own time. 

During the on-site review, the district lost power. The Technology Department had 
received a new fax machine approximately three weeks prior but had not yet set up a dis-
tribution list to all school sites. The department did not have access to emergency radios 
that would reach every site in the district. Therefore, employees knew that email was 
down but didn’t know why.

Imaging, or the process of configuring new hard drives with required software, is typi-
cally done by removing the computer, bringing it back to the Technology Department, 
imaging it and then returning it. This process sometimes takes up to two weeks before the 
computer is returned to the classroom.

Because of a loss of funding, professional development on how to use technology in 
the classroom is not occurring. While instruction is given on the Instructional Data 
Management System, instruction in the use of Microsoft Office and other tools in the 
classroom has taken a back seat. 

E-rate savings are utilized by the general fund to lower the expense budgets rather than 
allowing the Technology Department to utilize the savings. 

Recommendations

The district should:

Hold a refresher class for technology staff on customer service at least yearly. 1.	
As workloads increase, provide staff with training on how to avoid the stress that 
comes with additional work so that they can maintain consistent customer service.

Move the responsibility for e-mail administration from the Technology 2.	
Department Assistant to the Network Support Specialist, who already manages 
other server applications.

Develop and fund minimum standards for technology. 3.	

Establish several group and one on one training sessions for the EduReports 4.	
system so that principals and other leaders are fully trained on the system and 
understand how their budgets work.  

Investigate whether or not the system in use can process purchase requisitions 5.	
online to improve the turn-around time.

Assign Technology Services to implement a help-desk software package that will 6.	
be used throughout the organization. 
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Replace the free Techsets help desk system with a commercial system. 7.	

Provide staff regular online and classroom training time. Protect this time so that 8.	
it is not cancelled except in an emergency. 

Provide a means of support for the technology classrooms that are being installed.9.	

Equip the Technology Department with a radio that would allow the department to 10.	
reach all departments and schools on an emergency channel in the event of power 
outages or other emergencies. 

Train the instructional assistants on how to image a computer on campus so the 11.	
machines do not have to be removed for imaging. Provide tools to technology 
staff in the central office for providing images over the network.

As budgets allow, work to reinstate technology integration specialists (teachers on 12.	
special assignment) to provide professional development on integrating technol-
ogy into the classroom and instruction. 

Set aside E-rate savings for use by the Technology Department for additional 13.	
staff. Build the funds for at least one year so the district would have a two-year 
reserve to pay for staff should the E-rate program cease.
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Appendices

Appendix A - Multiyear Financial Projection

Appendix B - Study Agreement (not included in electronic version of report)
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