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Bulletin: 13-013-A 

 

 
  For Santa Clara County Districts 

Date:    July 24, 2012     
 
To:   Chief Business Officers   
         District Fiscal Directors 
    
From: Kolvira Chheng 
 
Re:   Cash Flow Management for Fiscal Year 2012-13 Addendum(See page 3) 

 
This purpose of this bulletin is to inform you of the dire cash flow position Local Education Agencies (LEAs) 
face in fiscal year 2012-13. Due to the assumption of the $2.1 billion buy back of deferrals in 2012-13, LEAs 
may have been led to believe that cash flow for 2012-13 may improve, or, at the worst, be at the same 
level as 2011-12. However, the 2012-13 State Budget Act also assumes the passage of Proposition 30, 
which allows the State to allocate approximately $6.92 billion of state aid apportionments to the 
Educational Protection Account (EPA) to be maintained at the State level. This allocation serves as 
unintended cash deferrals effecting LEAs at least for the first half of the school year beginning with the 
2012-13 Advance Principal Apportionment in July 2012.  
 
The entitlement reduction reflected in the 2012-13 Advance Principal Apportionment will be calculated as 
follows: 
 
Step 1: 

2012-13 Advance Apportionment Entitlement Reduction = 2011-12 P-2 total deficited revenue 
limit funding * ($6,921,522,000/statewide total of revenue limit and charter school general 
purpose funding).  Per the California Department of Education, this equates to 21.2004% 
reduction to the deficited revenue limit. This helps reduce the burden on Local Education Agencies 
(LEAs) that are heavily dependent upon state aid, but negatively impacts districts that are more 
dependent on property taxes. As such, this could result in some revenue limit districts receiving no 
state aid for the first half of the year. 
 

Step 2: 
Take the result of Step 1 and reduce this amount from the 2011-12 P-2 State Aid or charter school 
general purpose funding.   

 
The intra-year and inter-year deferrals are then applied to the reduced funding amount from Step 2.   
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The table below illustrates how the entitlement reduction reflecting in the 2012-13 Advance 
Apportionment will be calculated:  
 

Example:

Line District " ABC" Scenario 1 Scenario 2

A 2011-12 P2 Base Revenue Limit Entitlement 75,000,000          75,000,000          
B 2011-12 Deficit Factor 0.79398                  0.79398                  
C 2011-12 P-2 Deficited Revenue Limit Entitlement 59,548,500          59,548,500          
D Percentage of Reduction to Allocate to EPA 0.212004               0.212004               
E Total Amt of Reduction to Allocate to EPA (Line C*D) 12,624,520          12,624,520          
F 2011-12 Total Local Property Taxes 35,000,000          45,000,000          
G 2011-12 P-2 State Aid Amount (Line C-F) 24,548,500          14,548,500          
H 2012-13 Advance Principal Apportionment (Line G-E) 11,923,980          1,923,980             

 
Notes: 

1) The intra-year and inter-year deferrals are applied to 2012-13 Advanced Principal Apportionment 
as reflected in Line H. 

2) Scenario 1 and 2 shows the difference for line H assuming everything stays the same except 
changes for property taxes as shown in line F.  
 

Below are some important notes to consider: 
 

• If the taxes pass, the entitlement reduction will be repaid 10 days before the close of the State’s 
fiscal year.   

• If the taxes fail, repayment of these entitlement reductions may be begin at P-1 in February 2013. 
o In addition, the $2.74 billion trigger reduction (estimated $457 per ADA) may begin at the 

same time.   
• Due to the inclusion of the $6.92 billion entitlement reduction in the Final 2012-13 Enacted State 

Budget, the cash position for any local education agency receiving revenue limit state aid will be 
worse between January through May 2013 compared to 2011-12, regardless of the outcome of 
the November election.   
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This is an addendum to bulletin: 13-013 titled, “Cash Flow Management for Fiscal Year 2012-13”, to 
include the following exhibits: 

• Attachments A-1 and A-2 illustrate the delayed principal apportionment funding scenarios; the 
green money bags have been added to show the statewide cash impact of the $6.92 billion 
entitlement reduction. 

 
• Attachment B presents a graphical comparison of the 2011-12 and 2012-13 Principal 

Apportionment Deferrals.  The blue bar represents the existing 2011-12 deferral schedule and 
shows the cumulative outstanding apportionments through a specific month.  The green line 
represents the scenario where the tax initiative is approved by the voters and the red line, the 
scenario where the tax initiative fails.  The red and green lines are the same for the months of July 
through January and assume that if the tax initiative fails, repayment of the entitlement reduction 
will begin at P-1 in February.  Please note that this is a statewide illustration of the deferrals, each 
district will be impacted differently depending upon the makeup of their revenue limit funding.     

 
  

 
Please distribute this memo within your District as deemed appropriate.  

 



Delayed Principal Apportionment Funding 
 2012-13 State Budget Act —Taxes Fail 

End of Fiscal Year 
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of consolidated categoricals and 100% deferral of Eco-
nomic Impact Aid payments from March 2012 to April 
2012.) 

Mar to Apr 

If the Governor’s tax initiative is approved by the voters in November 
2012, $2.065 billion in cross fiscal year deferrals will be paid down. 
 
If the tax initiative is rejected by voters in November 2012, cross fiscal year 
deferrals would remain unchanged from 2011-12 fiscal year levels.   
In addition, mid-year trigger reductions of $2.74 billion will be imple-
mented ($457/ADA reduction). 
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Green – The State Budget Act assumes the passage of the Governor’s tax iniƟaƟve.  For the 
2012-13 fiscal year only, SB 1016 introduces a $6.92B enƟtlement reducƟon which has the 
same impact to cash as intra-year deferrals beginning in July 2012.  Repayment of these 
enƟtlement reducƟons may begin at  P-1 in February 2013 if the tax iniƟaƟve fails. 
 

Orange— 2011-12 Intra-year deferrals.  Important: these deferrals can not be moved 
(Government Code 16326(a)(2)).  
 

Red—2012-13 Intra-year Deferrals (AB 103), signed by the Governor on 5/23/2012 
 

Blue - ongoing (EducaƟon Code 14041.5, 14041.6) 
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Delayed Principal Apportionment Funding 
 2012-13 State Budget Act—Taxes are Approved 2011-12 2013-14 
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maining balance will be implemented as a 100% deferral 
of consolidated categoricals and 100% deferral of Eco-
nomic Impact Aid payments from March 2012 to April 
2012.) 

Mar to Apr 

If the Governor’s tax initiative is approved by the voters in November 
2012, $2.065 billion in cross fiscal year deferrals will be paid down. 
 
If the tax initiative is rejected by voters in November 2012, cross fiscal year 
deferrals would remain unchanged from 2011-12 fiscal year levels.   
In addition, mid-year trigger reductions of $2.74 billion will be imple-
mented ($457/ADA reduction). 
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Green – The State Budget Act assumes the passage of the Governor’s tax iniƟaƟve.  For the 2012-13 
fiscal year only, SB 1016 introduces a $6.92B enƟtlement reducƟon which has the same impact to cash 
as intra-year deferrals to be paid by June 30, 2013, with the excepƟon of the ($623M) that is part of the 
June to July P-2 deferral.  For 2013-14, increased tax revenues will be distributed on a quarterly basis. 
Gray - If the Governor’s tax iniƟaƟve is approved by the voters, SB 1016 reduces cross year deferrals by 
$2.065 billion.  The February to July deferral would be reduced from $2B to $532M, the March to August 
deferral from $1.3B to $1.029B, and the April to August deferral from $679M to $175.7M, and paid in 
July. The $1B May to August deferral increases to $1.177B and is now paid in July. 
Orange— 2011-12 Intra-year deferrals.  Important: these deferrals can not  
be moved (Government Code 16326(a)(2)).  
 

Red—2012-13 Intra-year Deferrals (AB 103), signed into law by the Governor on 5/23/2012. 
 

Blue - ongoing (EducaƟon Code 14041.5, 14041.6) 
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Attachment B
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