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Manhattan Beach Unified School District
2019-20 Adopted Budget
“Something needs to change. We need to have an honest conversation about
how we fund our schools at a state and local level.”
- Governor Gavin Newsom1

Overview
Despite the fact that overall per pupil funding for education has increased by more than
23% since 2013, when the Local Control Funding Formula went into effect, California’s per
pupil spending remains lower than the national average,2 and a variety of fiscal pressures
are creating a scenario where, even without any programmatic expansion, increases to
expenditures will far outpace increases to revenues, pushing school districts throughout
the state into what is being called a Silent Recession.3
The Manhattan Beach Unified School District will not be spared from this scenario. Like
many districts in the state, it faces increasing costs for pensions, health benefits, and special
education, combined with declining enrollment which will restrict revenue growth. This is
exacerbated by the fact that MBUSD is ranked 992 out of 999 school districts in California
(and 343 out of 344 unified school districts) for per pupil funding, placing it near the
bottom for funding among districts in a state that is underfunded across the board.
In addition, LCFF funding is projected to increase at a far slower pace than over the past
several years due to the LCFF’s having reached “full funding” and therefore growing at a
COLA-only rate for future years.
This will create a situation where, without significant increases to revenue, the District
could be facing the necessity of making extraordinary budget reductions in the coming
years. Specifically, between 2019-20 and 2021-22, LCFF and other state revenue is
projected to increase by $1.6 million, and, if no reductions are made, personnel cost
increases alone (salary, pension, and health benefit costs) would increase by over $4
million, without considering additional increases to special education costs, and goods and
services. Clearly, even with a generous reserve, this is not sustainable.

1

Katy Grimes. “Gov. Gavin Newsom’s State of the State Address: Resist Trump, Grow CA Government.”
California Globe. February 12, 2019. Accessed June 9, 2019. https://californiaglobe.com/governor/gov-gavinnewsoms-state-of-the-state-address-resist-trump-grow-ca-government/.
2 Patrick Murphy and Jennifer Paluch. “Financing California’s Public Schools.” PPIC Just The Facts. November
2018. Accessed June 9, 2019. https://www.ppic.org/publication/financing-californias-public-schools/
3 Kelsey Krausen and Jason Willis. “Silent Recession: Why California School Districts are Underwater Despite
Increases in Funding.” WestEd. April 2018. Accessed June 9, 2019. https://wested.org/wpcontent/uploads/2018/05/resource-silent-recession-2.pdf
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Economic Indicators
On both state and national levels,
Figure 1: 3-month to 10-year US Treasury Yield Curve
economic indicators are pointing to a
slowing economy. In particular, while
inflation remains steady at 2% (generally
viewed as an acceptable inflation rate),
job growth is slowing, as are some areas
in the manufacturing and services sectors
and the commercial real estate market. In
addition, the yield curve inverted in
March 2019,4 with earnings on short term
bonds exceeding earnings on long term
bonds. Some economists believe that an
inverted yield curve is a strong indicator
of an impending recession; as Michael D. Bauer and Thomas M. Mertens of the Federal
Reserve observe, “Every US recession in the past 60 years was preceded by a negative term
spread, that is, an inverted yield curve.”5 The UCLA Anderson Forecast projects slowing
growth in numerous areas and places the probability of a recession in 2021 at between
24% and 83%.6
In California, School Services of California points out that “California is a global economic
competitor; when the nation gets a cold, California can get the flu.”7 Issues such as trade
policy and immigration reform have the potential to impact California more directly and
more strongly than the nation as a whole, and California is also grappling with the
consequences of wildfires and other natural disasters that have ravaged the state and
created significant economic strain.
These risks are compounded by structural issues in the state’s revenue generating
mechanisms, not the least of which is the state’s reliance on highly volatile Personal Income
Tax (PIT) revenues. The volatility of this revenue source has to do with the inclusion of
capital gains in the PIT base, as well as the state’s progressive tax rate structure. Capitol
Advisors states that as recently as 8 years ago, only half of general fund revenues came
from PIT sources, while today 70% of general fund revenues come from these sources, with
half of that 70% coming from the top 1% of income earners in the state (or approximately
4

Simon Moore. “Three Assessments of Yield Curve Inversion, None are Encouraging for the Economy.”
Forbes. June 4, 2019. Accessed June 9, 2019.
https://www.forbes.com/sites/simonmoore/2019/06/04/three-assessments-of-yield-curve-inversionnone-are-encouraging-for-the-economy/#2adcabf93c54
5 Arjun Reddy. “A closely followed recession indicator is flashing its most worrying sign in 12 years.” Markets
Insider. May 9, 2019. Accessed June 9, 2019. https://markets.businessinsider.com/news/stocks/yield-curveinversion-3-month-10-year-yield-curve-inverts-2019-5-1028187644
6 UCLA Anderson School of Management. “UCLA Anderson Forecast says economy may be weaker than it
looks.” UCLA Newsroom. June 5, 2019. Accessed June 9, 2019. http://newsroom.ucla.edu/releases/uclaanderson-forecast-june-2019-us-california
7 School Services of California. “2019 May Revision Workshop.” May 2019.
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17,000 taxpayers).8 The other two largest components of tax revenue are Sales and Use
Taxes, which account for approximately 19% of state revenue, and Corporation Taxes,
which account for approximately 9% of state revenue. Remaining revenues come from
smaller taxes, including insurance, alcohol, cigarette, and motor vehicle taxes. Because of
the significance of the PIT, in an economic downturn, when high earning individuals might
not realize the same capital gains as they would in a positive financial environment, and
when all earners might see drops in their income, the state’s revenue could face significant
declines.

California’s Budget
The state’s budget assumes ongoing
growth in state revenue sources and
does not project a recession, despite
economists’ warnings that a downturn
is likely to occur sometime during the
projection period.

Figure 2: “Big Three” Tax Revenue Projections

The budget proposes to continue to
build state reserves by investing $5.7
billion into various reserve funds in
2019-20. There are four main
components to the state’s reserves, and
collectively they would hold nearly
$19.5 billion in reserve for the General
Fund by the end of 2019-20. The
components of the reserve would include:
• $16.5 billion in the Budget Stabilization Account established by Proposition 2 in
2014, bringing it close to its constitutional cap;
• $1.6 billion in the Special Fund for Economic Uncertainties, a general purpose
reserve account;
• $900 million in the Safety Net Reserve, set aside to support CalWORK and Medi-Cal
during a recession; and
• $390 million in the Public School System Stabilization Account. Importantly, this
marks the first deposit into this account, also known as the Prop 98 Reserve; the
local reserve cap can be triggered when four conditions are in place, one of which is
that the balance in this account equals or exceeds 3% of the K-12 share of
Proposition 98 funding for that year (currently approximately $2.1 billion based on
the current proposal of $71.1 billion out of the total $81.1 billion guarantee).
While it is significant that reserve levels will reach nearly $20 billion, the Governor notes in
his May Revision that “even a moderate recession could result in revenue declines of nearly

8

Capitol Advisors Group. “Budget Perspectives Workshop: 2019-20 May Revision.” May 2019.
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$70 billion and a budget deficit of $40 billion over three years,”9 meaning that the reserves
would provide some cushion but would not fully protect the state in the event of a
recession. As Jerry Nickelsburg, the Director of the UCLA Anderson Forecast, noted in
December, “The rainy-day fund, like a leaky umbrella, will only keep us from being as wet
as we would otherwise be, but we will be wet nonetheless.”10
The proposed budget includes a number of components significant to K-12 education:
• A 3.26% COLA for LCFF and some additional categorical programs (including
Special Education, the Mandate Block Grant, and Child Nutrition);
• $3.15 billion to offset school employer CalSTRS and CalPERS liabilities;
• $152.6 million to begin to provide equalization in special education funding, as well
as $493.2 million in grants to support 3 and 4 year olds with Individualized
Education Plans; and
• Additional one-time funding for a variety of the governor’s and the legislature’s
policy priorities, including full day kindergarten facilities, teacher and administrator
shortage and training, the Classified School Employees Summer Assistance Program,
the K-12 High Speed Network, the development of a P-20 longitudinal education
data system, and early childhood programs, among others.
It is significant to note that this budget proposal clearly recognizes that the Proposition 98
guarantee is truly a floor and not a ceiling; the Governor’s current proposal includes $4
billion in one-time funding provided outside of Proposition 98. This kind of investment is
something that the education community has long asked for, and the Governor’s
willingness to utilize non-Proposition 98 funds to support education, even on a one-time
basis, is an important acknowledgement that Proposition 98 alone does not provide
sufficient resources to support education in California.
However, even with this investment, California schools remain significantly underfunded.
The California School Boards Association and the Association of California School
Administrators have compiled data that reflects that California:
• has the largest economy in the nation, and the 5th largest economy in the world but
• ranks 41st in the nation in per-pupil funding when adjusted for cost and
o 45th in the percentage of taxable income spent on education
o 45th in students per teacher
o 48th in students per staff member
They further point out that, prior to the shift in funding created by Serrano v. Priest and the
passage of Proposition 13, California public schools were funded in the top ten in the nation
and now remains in the bottom ten.11

9

Gavin Newsom. “May Revision 2019-20.” May 2019. Accessed June 9, 2019.
http://www.ebudget.ca.gov/2019-20/pdf/Revised/BudgetSummary/FullBudgetSummary.pdf
10 Jerry Nickelsburg. “California’s Fiscal Ship: Will it Sink as Freight Carriers from China Turn Around?” UCLA
Anderson Forecast. September 2018. Accessed December 1, 2018.
http://www.anderson.ucla.edu/Documents/areas/ctr/forecast/reports/Sept2018_Forecast_Nickelsburg.pdf.
11 Capitol Advisors Group. “Budget Perspectives Workshop: 2019-20 May Revision.” May 2019.
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In another analysis, the seventh edition of a national report card compiled by Rutgers
University looks at school funding equity and “fairness” from the perspectives of funding
level (per pupil funding), funding distribution (the relationship between student poverty
and school funding), fiscal effort (the ratio of state spending to gross state product and
personal income), and coverage (the proportion of children in public schools and the
income ratio of public and nonpublic school families). The report card notes that California
is “poorly positioned” on every indicator and specifically gives California a grade of “F” for
its fiscal effort, noting that California’s per capita personal income ($44,173) is above the
national average, but it provides only $34 for each $1,000 of personal income to support
schools, as compared with, New York, which has a comparable per capita personal income
($46,445) and provides $55 for each $1,000 of personal income, and New Mexico, which
has considerably lower per capita personal income ($36,814) and provides $48 for each
$1,000 of personal income (both New York and New Mexico earned grades of “A” on the
report card). Of note, while the report card shows that California has moved up in its per
pupil ranking over the past several years, it continues to provide approximately 2/3 of the
funding provided by the 10th ranked state, showing that while California may be making
progress compared with states below the national average, the top funded states are
increasing their education investment at a higher pace than California, creating a greater
gap between the top funded states and states at or near California in the rankings.12

The District

The Manhattan Beach Unified School District serves 6,550 students from kindergarten to
twelfth grade, plus approximately 350 additional preschool students. Students attend
school at eight campuses – one preschool, five elementary schools, one middle school, and
one high school. MBUSD consistently ranks as one of the highest performing unified school
districts in California, and its schools and programs receive numerous honors. District
awards include recognition as a National Green Ribbon district, and school recognitions as
California Distinguished Schools, National Blue Ribbon Schools, California Gold Ribbon
Schools, and California and US Green Ribbon Schools. The Mira Costa High School drama
program has received statewide recognition, and the school is home to a Grammy award
winning music program. Mira Costa’s Model United Nations program is nationally and
internationally recognized and in 2017-18 won its fourth national championship in the last
six years. Its student newspaper, La Vista, was a Crown recipient for the 2017 Columbia
Scholastic Press Association awards. 48% of Mira Costa High School students participate on
at least one athletics team, and the school was named Cal-Hi 2016 Sports D2 School of the
Year. 87% of Mira Costa High School graduates attend college after high school including
Stanford, Harvard, Yale, Princeton, UCLA, and USC. 67.9% of graduating students succeed
on at least one AP test during high school. The District is a leader in the implementation of
classroom technology, makerspace, and STEM programs, and it has, over the past few
years, placed significant focus on the social and emotional learning of its students, helping
them to strive to find the right balance between school achievement and mental health
12

Bruce Baker, et. al. “Is School Funding Fair? A National Report Card.” February 2018. Accessed June 9,
2019. https://edlawcenter.org/assets/files/pdfs/publications/Is_School_Funding_Fair_7th_Editi.pdf
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needs, including stress reduction, adequate sleep, and healthy levels of play time, down
time, and family time. MBUSD has brought this issue to the forefront in the larger
community and is a resource to many districts in this area.
In eight of the last nine years, one of MBUSD’s teachers was named a Los Angeles County
Teacher of the Year, and in 2012, 2013, and 2019 respectively, MBUSD teachers Michael
Hayden, Maggie Mabery, and Kim Holz were named California Teachers of the Year.
In addition to outstanding students and excellent teachers, MBUSD is extremely fortunate
to have a high level of parental involvement in its schools and very strong partnerships
with community groups such as the Manhattan Beach Education Foundation, PTAs and the
PTSA, MBX, the City of Manhattan Beach, Chevron, Beach Cities Health District, the
Manhattan Beach Chamber of Commerce, and other local organizations and businesses.
These local partnerships have been and continue to be critical in providing the resources to
allow MBUSD to continue to offer the outstanding educational programs that it maintained
through the recession and continues to build upon as it moves forward.

Revenue
Enrollment

While demographic patterns throughout California have generally indicated declining
enrollment, MBUSD was fortunate to see relatively stable enrollment through 2014-15.
This changed in 2015-16, when enrollment declined by over 100 students, representing a
1.4% decline. In 2016-17, enrollment matched 2015-16, but in 2017-18 and 2018-19,
enrollment numbers reflected additional declines, by over 125 students in 2017-18 and by
just over 100 students in 2018-19. In both 2015-16 and 2017-18, the decline was largely
due to smaller kindergarten classes, combined with a smaller than anticipated ninth grade
class in 2015-16 and smaller than anticipated middle school classes in 2017-18. For 201819, while the district enrolled a larger incoming kindergarten class, this was offset by the
graduation of a large senior class and by decreases in enrollment from kindergarten to first
grade and from fifth to sixth grade.
Table 1: Census Day Enrollment 2013-14 to Present

2013-14
2014-15
2015-16
2016-17
2017-18
2018-19

TK/K
495
419
395
442
394
448

1
465
455
411
402
430
363

2
491
470
464
427
414
426

3
492
494
488
480
429
413

4
471
496
500
489
474
439

5
506
484
502
514
495
473

6
547
506
485
491
502
474

7
474
567
511
476
469
495

8
449
455
559
506
467
466

9
654
634
586
707
651
631

10
627
657
627
584
698
644

11
642
622
646
622
591
684

12
581
631
600
634
633
594

Total
6894
6890
6774
6776
6647
6550

Declining enrollment leads to a decrease in revenue provided through the LCFF. In order
to provide relief from sharp revenue reductions resulting from enrollment fluctuations,
when a district’s revenue declines, the state allows the district to base its current year
revenues on the higher of the current or the prior year’s enrollment numbers, thereby
June 19, 2019

Page | 6

2019-20 Adopted Budget
delaying some of the effects of a decrease until the following year and providing the district
with time to plan and prepare and to determine whether a single year’s decline in
enrollment is anomalous or ongoing. However, with MBUSD’s enrollment declining for the
second time in a row, revenue is impacted.
In building projections for future years, the District relies upon a variety of analyses,
including a demographic survey conducted during the District’s master planning process, a
regression analysis, a cohort survival model, and a weighted model incorporating both the
regression analysis and the weighted model. In comparing these projections with actual
enrollment numbers over the past four years, none provides a precisely accurate
projection, but the weighted average has provided the figures closest to actual enrollment
in three of the last four years, and that is the methodology that the District is currently
using in establishing its enrollment projections. Using these numbers, the District projects
ongoing declining enrollment over the next three years.
Table 2: Enrollment Projections – Weighted Average (Regression Analysis + Cohort Survival)

2019-20
2020-21
2021-22

TK/K
1
2
3
4
5
6
7
8
9 10 11 12 Total
426 422 367 417 419 446 466 470 489 635 629 636 660 6480
417 405 362 387 410 456 477 461 448 641 650 644 631 6389
418 395 347 371 387 438 475 458 426 637 641 649 637 6279

LCFF Funding – Base Grant

Now entering its seventh year of implementation, the Local Control Funding Formula
(LCFF) provides a per pupil “base” grant, a figure which is augmented by additional funding
to provide 24:1 class sizes at grades K-3 and to support college and career support at
grades 9-12. Districts receive additional funding through “supplemental” and
“concentration” grants whose size is determined by the unduplicated count of high need
youth enrolled in the District. The total of these three amounts creates a “target” funding
level, which the State not only fully funded in 2018-19 (two years ahead of projections) but
also enhanced through a supplemental COLA which provided additional ongoing LCFF
funding. For 2019-20, the state will fund the LCFF at the statutory COLA of 3.26% without
any enhancement, making this the first year of a true “COLA-only” increase to LCFF and
illustrating for the first time the true discrepancy between COLA-only LCFF increases and
statutory and “on the natural” cost increases for salary, pensions, health and welfare and
other benefits. The current budget is based upon LCFF Base Grant rates for 2019-20 as
follows:
Table 3: 2019-20 Base Grant Projections

Grade Span
TK-3
4-6
7-8
9-12

June 19, 2019

PY Base Grant
(Amount per ADA)
$7,459
$7,571
$7,796
$9,034

COLA
(3.26%)
$243
$247
$254
$295

Augmentation
Grant
$801
$-0$-0$243

Base Grant
$8,503
$7,818
$8,050
$9,572
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LCFF Funding – Supplemental and Concentration Grants
In addition to base grant funding, districts also receive Supplemental and Concentration
Grants, which provide additional per-ADA funding to support the learning needs of the
district’s English Learner, low income, homeless, and foster youth (often referred to as the
“unduplicated count,” or the UPP – the Unduplicated Pupil Percentage). Supplemental
Grants enhance the per-ADA amount by 20% for each student who is included in the UPP;
Concentration Grants (only provided when a district’s unduplicated count is greater than
55%) provide an additional 50% in per-ADA funding for qualifying districts.
The unduplicated count in MBUSD has been close to 5% since the LCFF’s inception:
Table 4: MBUSD Unduplicated Pupil Percentages by Year

Year
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19 (est.)

UPP
4.00%
3.50%
4.10%
4.89%
5.32%
6.64%

This compares with a statewide count of 63.71% and a Los Angeles County count of 71.6%
and is the second lowest unduplicated count in the County of Los Angeles and the second
lowest unduplicated count for a unified district in all of California (behind Hermosa Beach
City Elementary and Piedmont City Unified, which were at 4.89% and 2.59%, respectively,
in 2017-18).
Table 5: 2017-18 Lowest Statewide Unduplicated Counts by District

Rank County

District

15
14
13
12
11
10
9
8
7
6
5
4
3
2
1

Los Gatos Union Elementary
Ballard Elementary
Reed Union Elementary
Acalanes Union High
Rancho Santa Fe Elementary
Loma Prieta Joint Union Elementary
Manhattan Beach Unified
Lafayette Elementary
Hermosa Beach City Elementary
Moraga Elementary
Los Gatos-Saratoga Joint Union High
Piedmont City Unified
Orinda Union Elementary
Hillsborough City Elementary
Ross Elementary

Santa Clara
Santa Barbara
Marin
Contra Costa
San Diego
Santa Clara
Los Angeles
Contra Costa
Los Angeles
Contra Costa
Santa Clara
Alameda
Contra Costa
San Mateo
Marin

June 19, 2019

Type
Elementary
Elementary
Elementary
High School
Elementary
Elementary
Unified
Elementary
Elementary
Elementary
High School
Unified
Elementary
Elementary
Elementary

Basic
Aid
Y
Y
Y
Y
Y
Y
N
N
N
N
Y
N
N
Y
Y

Parcel
Tax
Y
N
Y
Y
N
Y
Y
Y
N
Y
Y
Y
Y
Y
Y

UPP
6.49%
6.27%
6.16%
6.00%
5.88%
5.85%
5.32%
4.92%
4.89%
4.51%
3.96%
2.59%
2.45%
2.14%
1.04%
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Table 6: 2017-18 Selected LA County Unduplicated Counts by District (20% or less &/or in the South Bay Region)

County Rank
80
69
60
56
55
26
21
18
17
14
10
9
8
7
6
5
4
3
2
1

District
Lennox
Hawthorne
Centinela Valley Union High
Inglewood Unified
Lawndale Elementary
Wiseburn Unified
Torrance Unified
Culver City Unified
Arcadia Unified
Santa Monica-Malibu Unified
South Pasadena Unified
Redondo Beach Unified
El Segundo Unified
Beverly Hills Unified
San Marino Unified
Las Virgenes Unified
Palos Verdes Peninsula Unified
La Canada Unified
Manhattan Beach Unified
Hermosa Beach City Elementary

Type
Elementary
Elementary
High School
Unified
Elementary
Unified
Unified
Unified
Unified
Unified
Unified
Unified
Unified
Unified
Unified
Unified
Unified
Unified
Unified
Elementary

Basic Aid

N
N
N
N
N
N
N
N
N
N
N
N
N
Y
N
N
N
N
N
N

Parcel Tax
Y*
Y*
Y*
N
Y*
Y*
N
Y (2019-20)
N
N
Y
N
N
N
Y
Y
Y
Y
Y (2018-19)
N

UPP
96.28%
89.40%
85.63%
84.92%
84.80%
46.01%
38.18%
37.23%
32.07%
28.60%
19.74%
19.10%
16.00%
15.60%
15.26%
14.79%
11.95%
8.00%
5.32%
4.89%

*these districts together passed a shared “regional” parcel tax with no sunset date in 2012.

The District’s exceptionally low unduplicated count will provide a very limited
supplemental funding amount of approximately $670,432 for the 2019-20 school year.

Local Revenue – Measure MB
In June 2018, Manhattan Beach voters passed Measure MB, a local funding measure that
will provide funding to the District in the amount of $225 per parcel of land in the City of
Manhattan Beach. There are approximately 13,091 eligible taxable parcels of land in the
City. Although demographic information from the Manhattan Beach Chamber of Commerce
reflects that 13.9% of residents of Manhattan Beach are senior citizens age 65 or older who
might be eligible for exemptions,13 the actual exemption rate is currently 14.4%,
representing 1,888 exemptions. Based on this exemption rate, the District anticipated
receiving approximately $2.5 million annually in additional revenue for the district for the
next six years, through 2023-24; to date in 2018-19, actual receipts have been $2,391,921.
As the District closes its 2018-19 total revenues from this source will be accounted for, and
the District will adjust its revenue estimates for future years if necessary.

13

Manhattan Beach Chamber of Commerce. “Demographics.” 2016. Accessed June 13, 2018.
http://www.manhattanbeachchamber.com/shop/demographics/.
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The District is utilizing Measure MB funds to support teaching positions that will allow the
District to maintain manageable class sizes, provide programs in math, science, reading,
language arts, social studies, art, music and STEM (science, technology, engineering and
math), and prepare students for college and careers. This anticipated revenue will fund
approximately 25 positions, allowing the District to delay significant expenditure
reductions originally planned for 2018-19. However, ongoing increases to costs will erode
the District’s deficit at an accelerated pace and will mean that the District will need to
implement increasing and ongoing reductions beginning in 2019-20, albeit at a slower pace
than would have been the case without Manhattan Beach voters’ passage of Measure MB.

Local Revenue – Manhattan Beach Education Foundation
In addition to Measure MB, the District is fortunate to have the Manhattan Beach Education
Foundation (MBEF) as a partner. MBEF is an independent fundraising organization that has
provided significant funding to the District each year since its inception in 1983 to help to
provide “small class sizes, rigorous academics and a breadth of educational experiences
from kindergarten through high school.”14 For the past six years this figure has been over
$5 million and growing, and in 2019-20 grants to the schools will amount to $6.3 million.
Grants to the District fund numerous positions and programs, providing additional staffing
to lower class sizes as well as music teachers, elementary physical education teachers,
librarians, counselors, science specialists, reading specialists, and a variety of professional
development programs for teachers. MBEF also supports the District’s ongoing work in the
areas of social inclusion and social emotional learning and is a partner to the District in
identifying and addressing emerging priorities and needs.
MBEF has established an endowment fund and has embarked on a campaign to grow this
fund, which held $18.5 million as of August 2018, to hold $20 million by 2020. This will
enable MBEF to provide ongoing funding not dependent solely on annual donations. It is
anticipated that if MBEF is able to achieve its goal, the endowment fund will provide
revenue of $1 million per year to support District programs.

Other Revenue Sources
In addition to revenue described above, the District anticipates receiving ongoing local
revenue from its Shared Use Agreement with the City of Manhattan Beach. This agreement
has been in place for several years, with a one-year amendment including an increase of
$200,000 in revenue put in place in 2017-18 and a six-year amendment including an
adjustment to the maximum CPI increase on the annual revenue from $15,000 to $25,000.
For 2019-20, the District anticipates receiving approximately $775,000 through this
agreement.
In addition, MBUSD will continue to participate in the Mandate Block Grant program, which
provides a per-ADA allocation to offset the costs of state-mandated requirements imposed
on districts and is anticipated to generate just under $280,000 for the District.

14

Manhattan Beach Education Foundation. “History and Mission.” 2018. Accessed June 13, 2018.
https://mbef.org/about/history/.
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Importantly, for the first time in several years, the state is not providing additional onetime funding to districts. Last year, this funding source provided approximately $1.2
million to the District, and while the District did not anticipate this as an ongoing revenue
source, the loss of this revenue will enhance concerns related to deficit spending.
Figure 3: 2018-19 Revenue Sources
The District anticipates total
revenue in the amount of
$82,017,677. The District’s
largest source of revenue
continues to be from the state
Local Revenue
through the LCFF, with the
$14,816,645
18%
second largest source being
local revenue, which includes
Other State
Revenue
funding from Measure MB,
$8,434,972
MBEF, and the District’s “Fund
10%
LCFF Revenue
06” organizations. These
$56,554,190
organizations, which include
69%
Federal
PTA’s and booster
Revenue
organizations, provide
$2,090,521
3%
significant donations to District
schools. Because these
donations are generally targeted
(restricted) one-time donations,
the associated revenue (and
expense) is not included in the District’s adopted budget, but over the course of the year,
the District typically reports significant growth in both revenue and expense due to this
support.

These revenues represent nearly $1.8 million in increased LCFF funding due to the
anticipated 3.26% COLA, which is slightly offset due to the District’s pattern of declining
enrollment. While Federal Revenue remains stable as compared with 2018-19, Other State
Revenue is lower by $1.4 million; this is primarily due to the elimination of the state’s onetime unrestricted funding noted above.

Expenditures
The District anticipates total expenditures in the amount of $85,789,536. The largest
category of expense is for personnel costs, with certificated and classified salary and
benefits comprising 85% of projected expenses. These costs continue to increase both due
to negotiated salary increases and due to significant increases in associated benefits costs.
In particular, between 2018-19 and 2019-20, the following changes have occurred:
• A 2.5% negotiated salary increase
• 1.3% in “step and column” salary changes, as employees gain experience and
education
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•

•

A .42% increase in STRS costs, and a 2.671% increase in PERS costs. These specific
percentage increases are
Figure 4: Budgeted Expenditures by Category
expected to change when the
Capital Outlay
Other Outgo/
Services
details of the enacted budget
$82,442
Indirect
$10,686,172
0%
become clear, as the
$393,948
12%
legislature and the Governor
1%
have agreed to shift some
Supplies
$1,654,482
funding currently targeted to
2%
STRS relief into providing
PERS relief.
Certificated
A 5.29% increase in Health
Salary
and Welfare benefits costs
$36,220,474
Benefits

42%

$21,643,604
To offset these increases, the
25%
District has begun to implement
expenditure reductions; while these
Classified
reductions will not completely
Salary
mitigate the impact of negotiated
$15,108,414
and statutory personnel cost
18%
increases combined with relatively
flat funding on the revenue side,
they do have some impact:
• The district’s professional
development budget is reduced by nearly $260,000
• The district’s instructional materials budget is reduced by $400,000
• The district’s technology budget is reduced by just over $400,000 (reducing the
technology replacement budget by over $315,000 and ongoing services by nearly
$100,000)
• The district’s legal services budget is reduced by almost $135,000
• The district’s overtime budget is reduced by nearly $120,000
• The district’s budgets for other departments is reduced by approximately $75,000

Current expenditure projections result in a projected deficit of $3,771,859. This will bring
the District’s ending fund balance to $3,249,976, of which only $676,270 will be
undesignated. The implications of this ending position will be discussed further in relation
to the District’s Multi Year Projections.

Cash Flow
Districts receive their LCFF funding through a combination of state funding and local
property tax dollars. State funding is apportioned on what is called a 5-5-9 schedule, so
that districts receive 5% of their funding in July, 5% in August, and 9% in each month
thereafter. For MBUSD, state funding under the LCFF amounts to $13,976,557,
apportioned to the district on the 5-5-9 schedule ($698,828 in the first two months and
$1,257,890 in each month thereafter). In addition, the District receives $1,282,118 in funds
from the temporary income tax increase authorized by voters through Proposition 55 via
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the Education Protection Account; these funds will be used to pay for classroom teachers’
salaries and benefits as authorized by Board resolution 2019-18, scheduled to be approved
on June 19, 2019, and are distributed quarterly rather than according to the 5-5-9 schedule.
The remainder of LCFF revenue ($41,295,515 for MBUSD) comes to the District in the form
of property tax revenue. This revenue is disbursed to districts at different times of the year
based on statutory timelines and formulas; as one might expect, the largest disbursements
generally occur in December and April, and disbursements are small in the other months.
As a result of the state funding and tax disbursement schedules, it is not uncommon for
revenue to be insufficient to cover costs during the months leading up to December and
April. Districts that do not have sufficient reserves often engage in short-term borrowing,
either by borrowing from other funds held by the District or, if such funding sources are
insufficient, by participating in a County borrowing pool. Such borrowing requires that
funds be repaid (with interest) within the fiscal year during which they were borrowed.
While MBUSD was historically able to meet cash flow needs by borrowing from within
other funds during previous years, it became necessary to begin participating in the County
borrowing pool in 2017-18. This need continues in 2019-20. On June 19, 2019, the Board is
scheduled to authorize inter-fund borrowing via Board Resolution 2019-19 as well as the
issuance of Tax Revenue Anticipation Notes (TRANs) in the amount of $13 million via
Board Resolution 2019-17 (up from $6 million in 2018-19 and $7.5 million in 2017-18). As
the District’s reserve level continues to decline, it is anticipated that such borrowing will
continue to be needed for the foreseeable future. Costs associated with this transaction are
largely mitigated via an issuance premium and interest earned, so this short-term
borrowing structure comes with minimal negative budgetary impact to the District.
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Multi-Year Projection
The District’s Multi-Year projection is largely built based on assumptions provided by the
Los Angeles County Office of Education:

Utilizing these assumptions and the information included above, the district has developed
an updated multi-year projection for the current and subsequent two fiscal years. This
projection indicates that while MBUSD will end the year with a healthy reserve, ongoing
deficit spending, escalating mandatory costs, and limited revenue increases will result in
diminishing ending fund balances. The District will need to enact significant budgetary
reductions in future years, and even with such reductions will need to reduce its Reserve
for Economic Uncertainties (REU) to 3% in 2019-20. While these projections could change
based on actual receipt of revenues and actual expenditures, the projected decreases to the
ending fund balance are part of an ongoing trend, and while the depletion of reserves may
be prolonged over more years than current projections indicate, significant expenditure
reductions will be needed in the foreseeable future. The declining size of the District’s
ending fund balance, its REU, and its undesignated amount can be seen in the following
table:
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Table 7: Surplus/Deficits and Reserve amounts as a Percentage of Expenditures

Year

Excess (Deficiency)

2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
2019-20
2020-21
2021-22

($1,078,135)
($2,956,203)
$1,127,733
($1,402,406)
$79,097
($75,426)
($2,300,560)
($3,658,389)*
($3,771,859)*
($894,761)*
$122,833*

Ending Balance as a %
of Expenditures
27.42%
22.62%
24.98%
19.75%
18.13%
18.16%
14.48%
8.53%*
4.34%*
3.37%*
3.53%*

REU
5%
5%
5%
5%
5%
5%
5%
5%*
3%*
3%*
3%*

Undesignated
Amount
22.00%
15.47%
17.40%
11.69%
10.44%
9.63%
5.92%
0.88%*
0.79%*
0.34%*
0.49%*

*projected at budget adoption/estimated actuals

Importantly, a review of the District’s budgetary history reflects significant changes in the
amount of deficiency between budget adoption and unaudited actuals. The change has
been consistently positive, averaging approximately $2.5 million over the past five years.
Table 8: Changes to Budget Excess/(Deficiency) from Adoption to Unaudited Actuals

2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18
2018-19

Adopted Budget Unaudited Actuals Total Change
($2,176,236)
($1,078,135)
$1,098,101
($5,682,446)
($2,956,204)
$2,726,242
($2,977,006)
$1,127,733.00
$4,104,739
($3,211,807)
($1,402,406)
$1,809,401
($683,646)
$79,099.47
$762,745
($3,339,507)
($75,426)
$3,264,081
($3,303,012)
($2,300,560)
$1,002,452
($145,480)
($3,658,389)* ($3,512,909)*

*year-to-date projected “swing” at estimated actuals

These changes in projections have stemmed from a variety of sources, including
unanticipated revenue from various sources, as well as reductions in expenditures. They
are not predictable and therefore cannot be incorporated into the District’s multi-year
projections. However, ongoing positive swings would lengthen the period during which
reserve funding would allow the District to slow planned reductions.
Barring significant increases to revenue, increases to expenditures will continue to exceed
increases to revenue, and as existing reserves are depleted it will be necessary not only to
eliminate all deficit spending but to reduce expenditures even further in order to maintain
a balanced budget and a positive three-year outlook in years beyond the current projection.
As in the past, MBUSD continues to rely upon LACOE’s guidance in developing budget
projections. Currently projected revenue increases are quite modest, especially when
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compared with projected mandatory cost increases. There are a number of statutory
benefits paid for certificated and classified employees (STRS/PERS, Medicare,
Unemployment Insurance, Workers’ Compensation Insurance, and, for classified
employees, Social Security Insurance), and while many of these costs have remained
consistent, pension cost increases have had a significant impact.
Over the next several years, the largest factor influencing changes in these rates will be
increases to employer contribution rates for CalSTRS and CalPERS. As these retirement
systems work to address their liabilities and ensure that they will remain fiscally solvent
and fully funded, costs to employers will continue to increase at relatively steep rates.
Furthermore, recent investment earnings have prompted both CalSTRS and CalPERS to
examine their actuarial assumptions, with CalPERS taking definite action to increase its
projected employer contribution rates, and CalSTRS likely to do so to the extent currently
permitted by law. The following table describes both CalPERS and CalSTRS projected rate
increases, though it is important to note that projected rates for future years can fluctuate
and have changed by as much as a full percentage point over the last few years.
Table 9: Retirement System Employer Contribution Rates

2014-15
2015-16
2016-17
2017-18
2018-19
2019-20
2020-21
2021-22
2022-23
2023-24
2024-25
2025-26

CalPERS Actuals/ Current Projection
11.771%
11.847%
13.888%
15.532%
18.062%
20.733%*
23.600%*
24.900%*
25.700%*
26.400%*
26.600%*
26.500%*

CalSTRS Actuals/ Legislative Limit
8.880%
10.730%
12.580%
14.430%
16.280%
16.700%*
18.100%*
17.800%*
17.800%*
17.800%*
17.800%*
17.800%*

*rates will change as a result of the 2019-20 state budget; details have not yet been released.

These rate increases come after more than 30 years of lower contributions. The last time
that CalPERS rates were above 11% was in 1986-87; the highest rate since 1979-80 was in
1980-81 when rates peaked at 13.119%.15 There has been no separate funding source to
assist districts in supporting these increasing rates, and therefore all rate increases for
STRS and PERS have been paid out of ongoing revenue sources. For 2019-20, the rates
listed above include a revenue investment proposed by Governor Newsom in his May
Revision; this investment was intended to offset employer contribution rates to STRS by
1.43% in 2019-20, 1% in 2020-21, and 0.5% in each year thereafter. The budget
compromise reached between the Governor and the Legislature leading up to the
enactment of the state budget is modified from the May Revision proposal, reducing the
Employer Contribution Rate History. (30 June 2014.) CalPERS Schools Pool Actuarial Valuation – June 30,
2014. Retrieved from https://www.calpers.ca.gov/docs/rate-history-schools-2014.pdf.
15
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investment in STRS and moving some of the investment to PERS. This will result in
increased STRS rates and decreased PERS rates; the budgetary impact will need to be
analyzed when more specific information becomes available.
As described previously, the District faces additional cost increases “on the natural:”
• The District projects annual “step and column” salary advancement for employees at
approximately 1.3%, along with associated increases to statutory benefits costs.
• For years beyond the current year, the District anticipates annual increases to
Health and Welfare benefit costs at a rate of 7.8%.; this increase is based on the
average rate increase experienced by the District over the past five years.
• The District can anticipate ongoing significant increases to Special Education costs,
which have grown at an average rate of 7.74% over the past five years.
• The District can anticipate increases to the costs of other goods and services with
CPI growth projected at between 3.05% and 3.16% over the next three years.
While these increases are offset to some degree due to decreasing staffing needs as
enrollment declines and as the District adjusts staffing levels accordingly, natural attrition
will not keep pace with the increasing costs that are being imposed on the District.
Another factor to consider is negotiated salary increases. While such increases are not
legislatively mandated, they are subject to collective bargaining, and it is important to
recognize that with the high cost of living in California, and in the South Bay in particular,
retaining employees requires an investment to ensure that salaries are competitive and
allow employees to live in circumstances that are conducive to working in Manhattan
Beach. The District has worked to do this and has provided moderate salary increases:
Table 10: Negotiated Salary Increases

2017-18
2018-19
2019-20

Statutory COLA
1.56%
2.71%*
3.26%

Salary Increase
1.0%
1.5%
2.5%

*For 2018-19, the state legislature augmented this
COLA and applied a 3.7% COLA to LCFF funding.

For the current and two previous years, these increases have represented just under $3.4
million in increased salary costs. While these increases have served to keep MBUSD’s
compensation above average compared with districts in the region, total compensation for
District employees is not the highest in the area. It is a demonstration of the fiscal
constraints faced by all districts in the state that even with only modest salary increases the
District faces challenges that may require it to reduce program in order to sustain these
cost of living adjustments.
In examining these cost pressures, it becomes clear that even accounting only for increased
pension, salary and statutory benefits, and health and welfare costs, these increased costs
alone will outpace any projected LCFF revenue increases in the coming years. Adding in
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negotiated salary increases and the variable of special education cost increases widens the
gap. Using the assumptions described above (and acknowledging the variability of special
education contribution growth and years for which salary has not yet been negotiated), the
difference between currently projected increases to LCFF revenue and increased expenses
(keeping all current staffing and spending levels constant) is as follows:
Figure 5: LCFF Growth v. Cost Increases per ADA

While these projections are theoretical in nature, as they do not incorporate changes to
planned expenditures, they provide a general sense of future District budgets. As stated
earlier, the 2018-19 budget not only filled the remaining gap between existing and target
funding levels but also provided an augmented COLA, meaning that new revenue was, in
that year and for the last time, significantly enhanced by the state’s investment in filling the
LCFF “gap.” As the state moves into a COLA-only scenario for revenue increases, the
discrepancy between increased revenue and increased costs dramatically increases. Thus,
even if the District did not have a current deficit, the structure of the LCFF and the
legislated cost increases on the horizon would create and enlarge a deficit over the next
several years. It is also important to remember that projections do not currently anticipate
the very real possibility of an economic downturn. Notwithstanding the District’s historical
positive trends between budget adoption and year-end closing, this structural issue will
need to be addressed in order to allow the District to remain fiscally solvent in future years.
Furthermore, the above scenarios do not take into account other needs, such as the need to
address looming facilities maintenance needs. While, like many former categorical
programs, the Deferred Maintenance program has been incorporated into the LCFF, LACOE
has previously provided the following guidance:
Deferred Maintenance no longer exists as a separate program and is now a permanent part
of the LCFF base grant. However, districts are still required to appropriately maintain their
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facilities. The responsibility for maintaining district facilities is one of the eight State
priorities and should be included in the district’s LCAP. In addition, the Williams Act facility
requirements will continue. We recommend that districts set aside funds in a separate
resource for deferred maintenance that is not available for other general fund purposes.

With regards to Routine Restricted Maintenance, LACOE has informed provided this
guidance:
School districts are required to deposit 3 percent of total General Fund expenditures
beginning in the FY 2019-20, which is triggered by E.C. 17070.75(b)(2)(F) due to the full
implementation of the LCFF.

This will result in an adopted District budget of $3,211,343 for maintenance, of which
$2,574,002 (3% of expenditures) is designated as Routine Restricted Maintenance.
However, the District’s experiences with indoor air quality issues last year highlighted that
this allocation is not necessarily sufficient to meet the District’s ongoing facilities
maintenance needs. Last year’s challenges led to an unanticipated, though one time, impact
to the budget of approximately $1.3 million. While these costs will hopefully not recur, they
did reduce the District’s available reserve. Additionally, in response to the clear needs
demonstrated by last year’s air quality concerns, the District has added two maintenance
and one management positions. This will begin to address the challenges created by
significant reductions to the maintenance program over the last 10 years but will also
create ongoing increased costs. And, even with this investment, the District has not come
close to restoring the 12 (now 10) positions that would bring it to recommended staffing
levels, or restore previously available funds for preventative, routine, and deferred
maintenance. The District’s 2015 Facilities Master Plan identified close to $50M in
maintenance needs, including between $20M and $25M in immediate or short-term needs.
Since that time, the District has passed two bond measures, and much of the revenue from
the bond sales will be utilized to address the identified facilities needs. However, the design
process is still ongoing and construction is planned over the next few years, and in the
interim the District will continue to address immediate and urgent maintenance issues as
they arise through any available resources.
There are some factors that provide some favorable assumptions. In 2020-21, it is
anticipated that STRS employer contribution rate increases will level off, at least given
current actuarial projections, so the cost increases will not be as large, though there will
not be associated cost decreases. In addition, 2020-21 will be the last year in which the
District will be obligated to pay retiree annuity investment costs related to a retirement
incentive provided in the spring of 2016, reducing expenditures by just over $250,000 per
year.
The district has developed a multi-year projection for the current and subsequent two
fiscal years. This projection indicates that while the district will end the year with a
significant reserve, ongoing deficit spending will result in diminishing ending fund balances
and the district will go from approximately 8.5% in in its reserve and unassigned balances
in the current year to 3% in 2021-22, even with significant reductions in the coming years.
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Table 11: Multi-Year Projection

2018-19
Estimated
Actuals

Preliminary
2019-20 Budget

Projected
2020-21 Budget

Projected
2021-22 Budget

Revenues
Revenue (LCFF)

$54,782,295

$56,554,190

$57,369,811

$58,180,355

Federal Revenue

$2,100,883

$2,090,521

$2,090,521

$2,090,521

Other State

$9,828,205

$ 8,556,321

$8,564,602

$8,572,614

$17,499,500

$14,816,645

$14,816,645

$14,816,645

$84,210,883

$82,017,677

$82,841,579

$83,660,135

Certificated Salaries

$35,267,437

$36,220,474

$33,189,938

$32,040,594

Classified Salaries

$13,791,503

$15,108,414

$15,304,823

$15,503,785

Employee Benefits

$20,457,774

$21,643,604

$22,356,839

$22,977,583

Books & Supplies

$2,932,116

$1,654,482

$1,668,512

$1,689,406

$14,261,159

$10,686,172

$10,739,839

$10,849,544

$765,335

$82,442

$82,442

$82,442

Local
TOTAL REVENUES
Expenditures

Services/Other Operating Expenses
Capital Outlay
Other Outgo

$495,948

$495,948

$495,948

$495,948

($102,000)

($102,000)

($102,000)

($102,000)

TOTAL EXPENSES

$87,869,272

$85,789,536

$83,736,340

83,537,302

Net Increase/ (decrease)

($3,658,389)

($3,771,859)

($894,761)

$122,833

$11,149,419

$7,491,030

$3,719,171

$2,824,410

$7,491,030

$3,719,171

$2,824,410

$2,947,242

Revolving Cash

($10,000)

($10,000)

($10,000)

($10,000)

Stores

($20,000)

($20,000)

($20,000)

($20,000)

Restricted Ending Balance

($380,695)

($439,195)

$2,573,686

$2,512,090

$2,506,119

$676,290

$282,319

$411,123

Indirect

Fund Balance (Reserves)
Beginning fund balance
Ending Fund Balance
Non-Spendable

Assigned/Designated
3-year Escrow

$1,912,418

Supplemental Grant
REU (5%)

$4,393,464

REU (3%)
UNDESIGNATED ENDING BALANCE

$774,453

Ending Fund Balance
The ending fund balance and multi-year projections reflected in the Adopted Budget
Report reflect ongoing deficits of $3.7 million in 2018-19 and 2019-20, followed by $900
thousand in 2020-21, with a small surplus of just under $125 thousand in 2021-22, even
with significant expenditure reductions. This will lead to a need to reduce the District’s
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Reserve for Economic Uncertainties (REU) from the Board-directed 5% to the statutory
minimum of 3% of expenditures in 2019-20. The district can anticipate ending 2021-22
with less than $500,000 in undesignated funds.
Figure 6: Components of the Ending Balance

$11,000,000
$10,000,000
$9,000,000
$8,000,000

3-Year Escrow

$7,000,000

Supplemental Grant
Assignment
REU (5%)

$6,000,000
$5,000,000

REU (3%)

$4,000,000

Undesignated Amount

$3,000,000
$2,000,000
$1,000,000
$2018-19

2019-20

2020-21

2021-22

It should be noted that in the adopted budget, the District is eliminating the “3-Year
Escrow” which has been held in the District’s reserves since the inception of the current
Shared Use Agreement with the City of Manhattan Beach. These funds have been held in
reserve because that agreement specifies that the District must be prepared to reimburse
the City for payments made under the agreement in the most recent three years in the
event of a court finding requiring it. Eliminating these funds from the reserve means that
the District will need to find other means to provide this reimbursement if necessary.
These diminishing reserve amounts create vulnerability, particularly should a recession
develop, leading to some of the more negative potential in the LAO’s projections noted
earlier. LACOE has previously offered guidance on this topic:
The experience of the most recent recession has clearly demonstrated these minimum
levels are not sufficient to protect educational programs from severe disruption in an
economic downturn. The typical 3.0 percent reserve minimum represents less than two
weeks of payroll for many districts. Many LEAs have established reserve policies calling
for higher than minimum reserves, recognizing their duty to maintain fiscal solvency.
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The adequacy of a reserve level should be assessed based on the LEA’s own specific
circumstances.16
The current ending fund balance reflected in the District’s multi-year projection does not
allow MBUSD to maintain its current goal of a 5% reserve beyond 2018-19, nor does it
sustain substantial unassigned funding in the subsequent years. Ongoing cost pressures
will mean ongoing deficit spending, which will require the District to plan for reductions,
beginning in 2019-20 and continuing in subsequent years; planning for such reductions
should be incorporated into current budget planning discussions.

Ongoing Concerns and Priorities

As a result of the community’s passage of Measure MB, the District was able to describe a
positive budget for 2018-19. However, this funding cannot offset the gap by which
increases to revenue outpace statutory and negotiated increases to expenditures. The
adopted budget described the current and subsequent two fiscal years describes a positive
fiscal outlook, but this is achieved only through substantial expenditure reductions.
Currently the budget contemplates these reductions as reductions in personnel positions,
but the District will be exploring all areas as it develops and articulates its plans for 202021 and beyond.
In addition to making these reductions, the District will need to address a number of
impending funding and expenditure challenges over the coming years:
• Despite a budget that reflects a small surplus in 2021-22, this balanced budget will
not be maintained in future years without further expenditure reductions, as cost
increases are likely to continue to outpace LCFF growth. This discrepancy is likely to
be lessened as pension costs stabilize, but it will not be eliminated as increases in
areas such as special education and health benefits will continue to be significant.
• Diminishing available reserves
• Diminishing increases to state funding provided to districts through the LCFF
• Ongoing increases to the District’s contribution to benefits for STRS and PERS
through 2020-21 for STRS and through 2023-24 for PERS
• Ongoing increases to other expenditure areas, including health and welfare benefits
and special education programs
• Ongoing need to address deferred and increasingly urgent facilities maintenance
needs until campus modernization projects can be completed
• The impact of negotiated settlements with the district’s bargaining units (a
contingent salary increase has been negotiated for 2020-21, and negotiations have
not yet begun for 2021-22 and beyond)
• Ongoing need for textbook and instructional materials investment
• Ongoing need for further human capital investment in maintenance and operations
as systems are upgraded and as a result of significant personnel reductions and
facilities modernization
16

Candi Clark and Keith Crafton “2017-18 First Interim Financial Reporting” 3 November 2017. Web. 3
December 2017. http://www.lacoe.edu/Portals/0/zBulletins/4700.pdf.
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•

Ongoing and increasing needs for the replacement and upgrade of technology
infrastructure and hardware

In addition, as noted previously, COLA-only LCFF increases, compounded by ongoing
declining enrollment will result in ongoing challenges and need for further expenditure
reductions. While there is significant uncertainty in projections for future years, and while
the years beyond the next two are even more uncertain, preliminary analysis reveals a
need for ongoing reductions. In order to maintain a positive certification, the District will
need to continue to project additional expenditure reductions in 2021-22 and beyond.
Without such reductions, the District can anticipate qualified or negative budgets in the
future; Multi Year Projection would appear as follows:
Table 12: Four Year Multi-Year Projection

2018-19
2019-20
2020-21
2021-22
2022-23
Beginning Balance
$11,149,419
$7,491,030
$3,719,171
$2,824,410
$2,947,242
Revenue
$84,210,883
$82,017,677
$82,841,579
$83,660,135
$84,640,365
Expense
($87,869,272) ($85,789,536) ($83,736,340) ($83,537,302) ($85,835,228)
Ending Balance
$7,491,030
$3,719,171
$2,824,410
$2,947,242
$1,752,379
Undesignated Amt
$774,453
$676,290
$282,319
$411,123
($852,677)

Bond Funds: Measures C and EE

On November 8, 2016, voters approved Measure EE, a $39 million bond measure which will
provide funding to replace the outdated and undersized gymnasium at Mira Costa High
School, and Measure C, a $114 million bond measure which will be used to repair and
renovate deteriorating roofs, plumbing, electrical, and ventilation systems in aging
facilities, replace or update older classrooms, including temporary portable buildings,
make improvements for earthquake safety, improve heating and install air conditioning,
improve student safety, security, lighting, fencing, and communication systems, and
provide facilities and equipment needed to support high quality instruction in math,
reading, science, the arts, and technology.
Since that election, the District has moved forward in implementing projects related to
both bond measures. The Board has appointed Bond Oversight Committees for each
measure and has identified Gensler as the architect for the Mira Costa Athletics Complex
and DLR as the architect for all Measure C projects. Balfour Beatty will serve as the lease
leaseback contractor for all projects for both Measures C and EE.
In February and March of 2018, the District worked to update its credit ratings and was
pleased when Moody’s maintained its Aa1 rating and Standard & Poor maintained its AA
rating with a stable outlook for MBUSD bonds. In providing these ratings, Moody’s noted
the District’s “large and diverse tax base, strong wealth indicators and healthy financial
position supported by strong reserve and cash levels. The rating also incorporates the
district's low debt and OPEB burdens as well as its moderate pension burden.” Similarly,
Standard & Poor’s commented positively on “the district's very strong and stable local
economy, which we believe moderates the risk of major local economic fluctuations. . . .
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[and] our view of the district's strong financial profile, with a demonstrated commitment
by management and the board to maintaining very strong available reserves, while seeking
additional and sustainable revenue flexibility.” Both firms indicated that future ratings
would be influenced by changes to the District’s reserves.
On May 9, 2018, the District’s bond sale closed, and the District received $89,168,337.10 for
the Manhattan Beach USD 2016 Election General Obligation Bonds, 2018 Series A (Measure
C and EE). These funds are held in the District’s Building Fund (Fund 21), and projections
for these funds are as follows:
Table 13: Measure C and Measure EE Bond Fund Revenue and Expense

Measure C

Initial Bond
Issuance

Prior Years’
Expenditures

Beginning
Balance

$41,844,047

$14,686,660

$27,790,643

Revenues
$500,000

Expenditures

(Deficit)/
Increase

Ending
Fund
Balance

$26,978,384

($26,478,384)

$1,312,259

$38,847,473
$9,333,984 $30,100,418
$500,000 $29,938,255 ($28,938,255)
$1,162,163
Measure EE
* includes projected interest (actual interest allocation per bond will depend on rate of spend)

The budgeted expenditures anticipate all contemplated projects; however it is likely that
there may be some changes, particularly related to Measure C expenditures as project
scopes, budgets, phasing and timelines become clearer over the course of the coming year.
At this time, the District is in construction of the new gymnasium building. The District’s
Architect, Gensler, received approval from Division of the State Architect on the plans they
submitted. The District’s contractor Balfour Beatty Construction began demolition in
December 2018 and construction in February 2019, and the new facility is expected to
open for the fall sports season in 2020-21.
Some components of the District’s Measure C plans, specifically security fencing at four
school sites, were partially funded by the City of Manhattan Beach and completed during
the 2018-19 school year. This summer, the District will complete modernization at Pacific
Elementary as well as District-wide roofing and HVAC at portions of Mira Costa High
School. The architectural firm DLR is in the process of developing designs for all other
Measure C projects and is working with the District’s contractor Balfour Beatty to
determine the most effective phasing plan to help the District to complete the remaining
projects efficiently and economically, hoping to minimize interim housing costs.
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Other Funds
In addition to the General Fund, the District receives revenues and makes expenditures in a
number of other funds. Based on current projections, all funds continue to reflect a positive
balance:
Beginning
Balance

Revenues

Cafeteria Fund (Fund 13)

$1,068,108

$1,816,700

$2,623,774

($807,074)

$261,034

Building Fund (Fund 21)

$57,891,062

$1,000,000

$56,476,639

($55,416,639)

$2,474,423

Capital Facilities Fund (Fund 25)

$4,400,602

$650,000

$19,500

$630,500

$5,031,402

Capital Projects Fund (Fund 40)

$10,856

-$0-

-$0-

-$0-

$10,856

Enterprise Fund (Fund 63)

Expenditures

(Deficit)/
Increase

Ending Fund
Balance

$719,965

$4,703,243

$5,024,420

($321,177)

$398,788

Self Insurance Fund (Fund 67)

$84,902

$1,300

$13,000

($11,700)

$73,202

Retiree Benefit Fund (Fund 71)

$87,367

$2,200

$75,000

($72,800)

$14,567

Purpose of the Report
Pursuant to Education Code § 42127, school districts must hold a public hearing on the
budget for the subsequent fiscal year and then, following budget adoption, file the budget
with the County Superintendent of Schools by July 1 of each year. Additionally, pursuant to
Education Code § 52062, prior to budget adoption, each school district’s Local Control and
Accountability Plan (LCAP) must be approved following opportunities for review and
comment by the LCAP Advisory Committee, the English Learner Parent Advisory
Committee, and members of the public, including at least one public hearing.
The adoption process requires two separate Governing Board public meetings, held at least
one day apart, for the school district budget hearing and budget adoption. In addition, the
LCAP public hearing must occur at the same meeting as the budget public hearing and the
LCAP adoption must occur at the same meeting as the budget adoption. The LCAP item
must precede the budget item at each meeting. The public hearings require 72 hours public
notice.
Following budget adoption, Education Code (EC) Sections 35035(g), 42130 and 42131
require the Governing Board of each school district to certify at least twice a year to the
district’s ability to meet its financial obligations for the remainder of that fiscal year and for
the subsequent two fiscal years. This is the Interim Report Process.
Public hearings for the purpose of taking input on the LCAP and the 2019-20 Adopted
Budget will be held during the June 19, 2019, meeting of the Board of Trustees. Adoption of
the LCAP and 2018-19 budget is scheduled for the June 20, 2019, special meeting of the
Board of Trustees.
The budget must be developed in accordance with criteria and standards adopted by the
California State Board of Education. These criteria and standards require Districts to certify
that their budgetary projections are accurate within established ranges and to explain any
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significant variances, to certify that the budget includes sufficient facilities maintenance
funding, and to certify that they are limiting deficit spending and maintaining sufficient
reserves.

Budget Certification
Based on the best available current information and budgetary assumptions, it is
recommended that the Board of Trustees of the Manhattan Beach Unified School District
adopt the proposed budget for 2019-20 and two subsequent years, 2020-21 and 2021-22.
It is additionally recommended the Board of Trustees continue to maintain a balanced yet
conservative approach to budget planning. As noted, it will be important to limit deficit
spending and ensure a strong general fund reserve in anticipation of ongoing cash flow
considerations and the combination of increasing costs and limited revenue growth in
upcoming fiscal years.

Detailed Budget Forms
The following pages include the detailed budget documents. The budget format
established by the State and LACOE and complies with the Standardized Account Code
Structure (SACS) used throughout the state as well as any locally prescribed requirements.

Budget Forms
Each fund is reported separately in the SACS format and provides a columnar view of the
adopted, current operating budget, expenditures based on the close of the prescribed
reporting period, proposed budget, and the difference between proposed and approved
operating budget. In addition to the columnar review of fiscal year change the budget is
broken down by description of revenue, expenditures, excess (deficiency of revenue over
expenditures), other financing sources, net change to fund balance for the year, and the
resulting ending balance based on the beginning balance (prior year closing ending
balance). Definitions17 are as follows:
Revenue: The primary financial source of a fund. Revenues are recognized when
assets are increased without increasing liabilities or incurring an expenditures
reimbursement.
Expenditures: The costs of goods delivered or services rendered, whether paid or
unpaid, included expenses, provisions for debt. The expenses are to benefit the
current fiscal period.
Other Financing Sources/Uses: Reporting of sources includes long-term debt
proceeds, operating transfers in, and material proceeds of fixed asset dispositions.
Reporting of uses includes operating transfers out.

17

California School Accounting Manual, Revised October 2011. Glossary Section
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Fund Balance: The difference between assets and liabilities. The fund equity of
governmental and trust funds.

Criteria and Standards
The criteria and standards were created to develop, review, and assess school district and
county office of education budgets and interim financial reports. They are intended to
provide a measurement system for fiscal solvency on a periodic basis. The District’s budget
is measured against the standards, and a determination of whether the standards have
been “met” or “not met” is made; this determination is intended to foster dialog,
explanations and more detailed analysis on the part of the Board of Education, Staff, and
the County Office in their review. The areas included are:
Standard Categories
1.
Average Daily Attendance
2.
Enrollment
3.
Comparison of Enrollment to ADA
4.
Local Control Funding Formula Revenue
5.
Salaries and Benefits in Proportion to Expenditures
6.
Changes in Other Revenues and Expenditures
7.
Facilities Maintenance
8.
Deficit Spending
9.
Fund and Cash Balances
10.
Reserves
Supplemental information
S-1
Contingent Liabilities Disclosure
S-2
Using One-Time Revenues to Fund Ongoing Expenses
S-3
Use of Ongoing Revenues for One-Time Expenditures
S-4
Contingent Revenues
S-5
Contributions
S-6
Long-Term Commitments
S-7
Unfunded Liabilities
S-8
Status of Labor Agreements Disclosure
S-9
Local Control and Accountability (LCAP)
Additional Fiscal Indicators
A-1 Negative Cash Flow
A-2 Independent Position Control
A-3 Declining Enrollment
A-4 Charter School Impact
A-5 Salary increases to COLA
A-6 Uncapped health benefits
A-7 Independent financial system
A-8 Fiscal distress reports
A-9 Change of CBO or Superintendent in a year
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SACS Budget Report
The District’s SACS Budget Report has been prepared and is presented simultaneously with
the Budget Narrative; the documents are published and posted alongside each other to the
Board and to the public.
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