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FY2018 General Fund Cash Balance Summary and Calculations

The Division of Finance and Management, specifically the Office of State Aid and School
Finance, within the Department of Education (DOE), have compiled General Fund Cash Balance
and General Fund Expenditures from each school district’s FY 2018 Annual Financial

Report. Nine school districts exceeded the monthly cash balance allowance in SDCL 13-13-
10.1. However, only four school districts will see a reduction in general state aid. The Deuel
School District exceeded the allowable cash balance percentage but is exempt based on SDCL
13-13-73.5 because of the dissolution of the Grant-Deuel School District on July 1, 2017. Two
additional school districts, Milbank and Waverly, are also exempt from excess cash balance
allowable percentages due to the dissolution, but neither exceeded the allowable general fund
cash balance percentage. The allowable general fund cash balance exemption for Deuel,
Milbank, and Waverly school districts will end on July 1, 2020. Four other school districts
exceeded the allowable general fund cash balance percentage: Agar-Blunt-Onida, Elk Mountain,
Hoven, and Lead-Deadwood; however, those four school districts do not receive general state
aid, so the reduction will have no effect.

Calculations

Each school district reports its monthly general fund cash balance to the Department of
Education. Once a school district has signed off on its annual financial report and its state aid
fall enrollment (SAFE) count, the Department of Education has sufficient information to
perform the excess general fund cash balance calculation.

A summary of the excess cash balance calculation steps are below:

1. Lowest Monthly Cash Balance divided by Total General Fund Expenditures equals the Lowest
Monthly Cash Balance as a % of General Fund Expenditures
2. Use current year SAFE or lowest SAFE from the last two years, whichever is lowest
a. The SAFE count is used to assign a school district to one of three maximum allowable
general fund cash balance categories:
i. 40% for a school district with a fall enrollment of 200 or fewer
ii. 30% for a school district with a fall enrollment more than 200 but fewer than
600
iii. 25% for a school district with a fall enrollment greater than or equal to 600
3. If the allowable cash balance percentage is exceeded based on the district’s applicable SAFE; the
difference between the excess general fund cash balance and the maximum allowable cash
balance is the amount subject to a potential dollar for dollar reduction in general state aid.



The following school district did exceed the allowable cash balance percentage but did not
submit a waiver, therefore the penalty set forth in SDCL 13-13-73.5 will be imposed:

e Highmore-Harrold 34-2

The following school districts did exceed the allowable cash balance percentage but do not
receive general state aid and therefore are not subject to the penalties outlined in SDCL 13-13-
73.5:

e Agar-Blunt-Onida 58-3
e Elk Mountain 16-2

e Hoven 53-2

e Lead-Deadwood 40-1

The following school district did exceed the allowable cash balance percentage and is exempt
for period of three years from the excess cash balance penalty due to involvement in school
district reorganization, SDCL 13-13-73.5:

e Deuel 194

The following school districts did exceed the allowable cash balance percentage and attended
the November 15, 2018, meeting to present their waiver request and supporting
documentation for the board’s consideration:

e Arlington 38-1

Lowest
Lowest Balance as % Lowest
Monthly Total GF of SAFE Allowable Exceed Excess
District Name Balance Expenditures Expenditures Count % Limits Amount
Arlington 38-1 $795,033 $2,528,630 31.44% 256.00 30% Yes $36,444

Superintendent Justin Downes and Business Manager Brian Sampson provided testimony on
behalf of the Arlington School District’s submitted waiver request. Arlington did exceed the
allowable balance by 1.44% and the month of April was reported with the lowest cash
balance in FY2018. April has been the lowest cash balance month for the past several years.
Based on their fiscal analysis, April 2018 was projected to be at 29.4% of the total general
fund expenditures. New grants awarded to the district were reimbursed during the month



of April 2018 causing an unanticipated increase in their cash balances and total general fund
expenditures for the fiscal year were less than projected.

Arlington has surpassed the accountability-required increases for teacher compensation in

past years in FY2019 has added two English language learners students and will need to
fund voice services no longer eligible for E-rate support.

e Haakon 27-1

Lowest
Lowest Balance as % Lowest
Monthly Total GF of SAFE Allowable Exceed Excess
District Name Balance Expenditures Expenditures Count % Limits Amount
Haakon 27-1 $986,671 $2,852,291 34.59% 302.00 30% Yes  $130,984

Superintendent Jeff Rieckman and Business Manager Britni Ross provided testimony on
behalf of the Haakon School District’s submitted waiver request. Haakon did exceed the
allowable balance by 4.59% and the month of April 2018 was reported as the lowest
monthly cash balance.

The Haakon School District has been making great progress to bring their lowest month
cash balance amount within the statutory allowances. In FY2016 their lowest monthly cash
balance was 70.9% of the total general fund expenditures; in FY2017 their lowest monthly
cash balance was 51.35% of the total general fund expenditures and in FY2018 it has been
calculated to be 34.59%.

In FY2018 the Haakon School District was scheduled to complete the construction of a new
K-12 facility. The completion date was spring of 2018 but due to circumstances beyond
their control the construction project was delayed and not completed until July 2018. The
earlier completion date would have allowed their teachers to move into their classrooms
and get requisitions submitted before the end of FY2018, expending their cash balance and
increasing their total general fund expenditures. The business manager estimated the
additional supplies purchased for the new school cost approximately $58,937.58. In
addition to these expenditures the district has also incurred additional costs to increase
staffing for the 2018-2019 school year: a part-time secretary, 3" grade paraprofessional and
a full-time custodian. Total cost for the new staff is estimated to be $76,217.



e Tripp-Delmont 33-5

Lowest
Lowest Balance as % Lowest
District Monthly Total GF of SAFE Allowable Exceed Excess
Name Balance Expenditures Expenditures Count % Limits Amount
Tripp-Delmont
33-5 $800,476 $1,922,455 41.64% 130.00 40% Yes $31,494

Superintendent Andrea Powell and Business Manager Matt Jensen provided testimony on
behalf of the Tripp-Delmont School District. The Tripp-Delmont School District exceeded
the allowable cash balance by 1.64% and the month of October 2017 was their lowest
monthly balance.

As per the Tripp-Delmont waiver request there has been a complete turnover in district
administrative staff. A new superintendent, a new business manager and a new principal,
were hired in either May or June 2018.

As the new business manager was researching and preparing a waiver request for the Tripp-
Delmont School District he found that a large transfer from their Capital Outlay fund to the
General Fund occurred in September 2017. The amount of this transfer was $115,984.25.
Although Mr. Jensen made several inquiries of past administrators and the school board, no
one could explain why this amount was transferred. Due to the timing of this transfer and
the expectation that the full amount of this transfer could not have been expended prior to
the end of October 2017, the Tripp-Delmont’s October 2017 cash balance exceeded their
allowable percentage.

Following the school districts’ presentation of their waiver requests and supporting
documentation, the board considered each districts waiver request and took the below actions
listed below.

e Arlington 38-1

Based on the waiver request and supporting documentation provided by the school district,
the School Finance Accountability Board confirmed that the school district did exceed the
allowable cash balance as per SDCL 13-13-10.1. However, due to special circumstances, the
board has recommended a waiver of the penalty in its entirety.



e Haakon 27-1

Based on the waiver request and supporting documentation provided by the school district,
the School Finance Accountability Board confirmed that the school district did exceed the
allowable cash balance as per SDCL 13-13-10.1. However, due to special circumstances, the
board has recommended a waiver of the penalty, in part, allowing estimated expenditures
for new supplies for the new K-12 school to be included in the excess cash balance
calculations. After making the appropriate adjustments to the excess cash balance
calculations the district exceeds the allowable cash balance by 1.9% or $54,365.

It is the recommendation of the School Finance Accountability Board that a penalty set forth
in SDCL 13-13-73.5 be imposed on the Haakon School District in the amount of $54,365.

Request for Waiver - Cash Balance Penalty-SFAB Revision Flctt, Hatt:
Subtracted 558,938 from General Fund
SDCL 13-13-735

Cash Balance to give credit for supply
school District: | HAAKON |

purchases for a new building as if the
supplies were purchased in FY18

Click in cell C4, then click on dropdown Flett, Matt:

Increased General Fund Expenditures by
458,938 to assume supplies were

Lowest Monthly Cash Balance, General Fund (FY2018) $986,671 927733 / A purchasd in FY18 rather than Fr19

Total General Fund Expenditures (F¥Y2018) $2,852,291 $2911,228 B

Cash Balance % 34.6% 31.87% BRevised % Cash Balance (A / B)

State Aid Fall Enrollment, Fall 2016 310.00 30%

State Aid Fall Enrollment, Fall 2017 302.00 30%

State Aid Fall Enrollment, Fall 2018 310.00 30%

Allowable Cash Balance Percentage 30.0% 30.0% Figure doesn't change

Amount Exceeding Allowable Percentage $130,984 $54,265 Revised amount exceeding allowable cash %

Total Amount of Waiver Request I $0

Amended Cash Balance % 34.6%

State Aid Adjustment (FY2019) I $130,984




e Tripp-Delmont 33-5

Based on the waiver request and supporting documentation provided by the school district,
the School Finance Accountability Board confirmed that the school district did exceed the
allowable cash balance as per SDCL 13-13-10.1. However due to special circumstances, the
board has recommended a waiver of the penalty in its entirety.

Summary

In FY2018 there was a total of 149 public school districts, only nine (6%) of which exceeded the
allowable general fund cash balance percentages. Included in the nine school districts that
exceeded the allowable percentage, four do not receive any general state aid and therefore the
penalty prescribed in SDCL 13-13-73.5 could not be imposed. Another district was exempt from
the cash balance percentage limit due to an involvement in reorganization. This left four
districts that potentially could request a waiver from the School Finance Accountability Board.
One of these districts, Highmore-Harrold, chose not to submit a waiver, and accepted the
penalty. The three remaining districts presented their testimony to the board, each requesting
a waiver.

The board carefully considered each district’s waiver request and testimony. The board
decided that two districts, Arlington and Tripp-Delmont, provided sufficient documentation of
special circumstances to be granted a full waiver. The board waived, in part, the excess of the
Haakon School District and reduced its penalty from $130,984 to $54,365.

The board acknowledged as of October 31, 2018, the Arlington, Haakon, and Tripp-Delmont
School Districts were under the allowable General Fund Cash Balance percentage when
compared to the excess cash calculation from June 30, 2018

Following board action on submitted waiver requests the board directed the Department of
Education to prepare a report summarizing the results of the requests for waiver applications
presented to this board. The report, after receiving approval of this board, shall be forwarded
to the Joint Committee on Appropriations for their consideration.
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Appendix D: Applicable South Dakota Statutes








