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Sonoma County Office of Education 
Business Services (5/6/2020) 

Frequently Asked Questions 
Economic Crisis Planning 

 
1. What are best practices for Cash Management?  

Knowing that “Cash is King,” now is the time to review and update cash flow projections based on 
the following: 

1. Decline in cafeteria revenue 
2. Decline in donations or other local revenue 
3. Possible deferral of June 2020 apportionment to July 2020 
4. Cost of distance learning programs 
5. Assume loss of final EPA apportionment (or possible deferral) 
6. Preserve cash 

 
Will all funds be positive on June 30?  Do you need an inter-fund borrowing resolution?  Options for 
LEAs include: 

1. Adopt a Board resolution to authorize inter-fund borrowing for the 2019-20 and 2020-21 fiscal 
years 

2. Adopt a Board Resolution for a Line of Credit with the County Treasurer 
3. Check with your Fiscal Advisor on obtaining a TRAN (Tax and Revenue Anticipation Note). 

See SCOE Biz 20-19 for additional information. 
 

2. What is an apportionment deferral? 
A deferral is a delayed payment by the state. Deferrals are not new. The state began relying on 
deferrals in 2001-02 as a way to save money.  As part of the planning process, LEAs should consider 
the effects of appropriation deferrals on their cash flow.  It is possible that the state will delay the 
June 2020 apportionment payment until July 2020.  Below is an example of deferrals in 2011-12.  
School Services of California developed this chart.  Note that the February 2012 apportionment is 
not paid until July 2012. 
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3. What is a deficit factor? 

A deficit factor is defined as follows:  “When an appropriation to the State School Fund for any specific 
program is insufficient to pay all claims for state aid, a deficit factor is applied to reduce the allocation 
of state aid to the amount appropriated.”1  
 
The deficit factor is the difference between the statutory COLA and the funded COLA. The statutory 
COLA rate is tied to a national price index. This index reflects the cost of goods and services purchased 
by state and local governments across the country.  
 
During the Great Recession, the state could not meet the statutory COLA requirement and instead 
funded Revenue Limits at a reduced or ‘Funded COLA’ rate.   
 
The short and long-term effects of the COVID-19 Shelter-in-Place are unknown. Therefore, SCOE 
recommends using a zero COLA for FY2020-21 and FY2021-22.  
 
Below is a table showing the history of the COLA for LEAs.  County Offices have a different funding 
formula and deficit factor (SSC Resources): 

 

  
                                                           
1 School Funding and Accountability in California, A Guide to K-12 Public School Finance in California, (published by School 
Services of California (SSC), 2019), 168. 
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As you can see above, in 2008-09, the statutory amount was 5.66%, but the funded percentage was  
-2.67%, creating a deficit factor of 7.844%. The deficit factor compounds from year to year, so the 
total deficit is always the cumulative loss of all prior unfunded COLA amounts. This compounding 
created a large gap, often referred to as the Alligator Gap due to its shape (see below).  

   
  

 
 

4. What scenarios should I use for the MYP Projection? 
The base scenario should use a zero COLA for FY 2020-21 and for the two subsequent years. Cuts 
will continue for two to three years. It is likely that the May Revise will be very different from the 
Governor’s January Budget Proposal.  Moreover, it is anticipated that there will be an August budget 
revision.  Be conservative with your revenue estimates.  Do not assume the same level of other state 
and local revenue as you did when building your FY2019-20 Budget. While federal revenue may 
increase, be careful with your assumptions.  There may be some “strings'' attached to federal revenue.  
Work with your Superintendent and other leaders within your LEA to determine what expenditures 
can be delayed or postponed.   
 
A second and a third scenario should be completed to include a negative COLA in the range of -2% 
to -5%.   When preparing multiple scenarios, please keep in mind that districts lost up to $1,700 per 
ADA in the Great Recession. In addition to revenue loss due to decreased (or negative) COLAs, expect 
additional expenditures surrounding continued distance learning/modified in-class instruction 
configurations, including increased cost to sanitize classrooms. Assume Fair Share reductions for 
Basic Aid Districts. 

5. What other factors should I take into consideration as part of budget 
development? 
At the same time you are working in your 2020-21 budget, you should be updating your 2019-20 
current year budget, similar to creating a third interim report. Since second interim financial reports 
were prepared, spending plans may have dramatically changed due to distance learning needs while 
revenues outside of LCFF funding may have declined. It is vital in these changing conditions to 
establish a realistic ending fund balance for FY2019-20. Conditions will remain uncertain for the next 
two or three years. Consider the following areas of focus:  

● Lottery funding will not be stable.  Assume no lottery funds for the 4th quarter 2019-20. 
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● Assume significant reductions to local revenues, such as facility rental fees, parent paid fees, 
donations, and revenue from meals. 

● Possible summer layoffs - work with the Superintendent & HR Department on scenarios and 
incorporate into the 2020-21 budget and in the MYP. 

The stronger an LEA’s reserve levels are going into FY2020-21, the more flexibility the LEA will 
have in the future to withstand reductions in funding.  

6. What is the Business Manager/CBOs role as the economic crisis unfolds? 
Be prepared to run different scenarios. With 75% to 90% of a district’s general fund expenditures 
going toward salaries and benefits, reductions to non-personnel related expenditures will likely be 
insufficient to close the budget gap created by declining or static state revenues. To generate enough 
savings to overcome an economic downturn, even a short downturn, an LEA will likely need to revisit 
personnel related expenditures while building their FY2021-22 MYP scenario. 

 
7. What is the Proposition 98 Guarantee and how does this relate to budget 

reductions? 
We have heard leaders in education discuss reductions in Prop. 98 funding.  There is a relationship 
between the reduction in Prop 98 funding and the budget.  However, a reduction of 20% in Prop 98 
does not mean that an LEA’s state aid will be reduced by 20%.  It means less funding or no funding 
for new programs, no COLAs and yes, less state aid funding, hence the deficit factor, history of 
deferrals and negative COLAs. 
 
Proposition 98 has three components:   

1. Guarantee of a minimum level of state funding for K-14. 
2. Formula allocation 
3. A requirement of a School Accountability Report Card or SARC 

      
There are 3 tests to determine the minimum level of state funding as summarized below (SSC graphic): 
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During the Great Recession, the state actions included: 

1. Deferring program payments until next fiscal year  
2. Swapping ongoing Prop 98 General Fund monies with special funds 
3. Reclassifying outstanding settle-up obligations  
4. No longer funding certain programs  
5. Postponing first-year funding for certain programs  
6. Making mid-year cuts to education programs.   

Currently, Prop 98 is in Test 1. At this point, we do not know what the effects of the shutdown of the 
California economy will be on the Prop 98 guarantee in projection years.   


