JANET BARRESI
STATE SUPERINTENDENT OF PUBLIC INSTRUCTION
STATE OF OKLAHOMA

MEMORANDUM
TO: The Honorable Members of the State Board of Education
FROM: Janet Barresi
DATE: March 29, 2012

SUBJECT:  FY2012 General Fund Balance Penalty

Five public school districts for the second consecutive school year exceeded their General Fund
Balance (GFB) allowable amount for the 2010-11 school year ending June 30, 2011. The GFB
penaity for these five districts is at the discretion of the State Board of Education, since all five
districts qualify on the statute below:

Pursuant to 70 O.8. 18-200.1 (G)

5. If a school district does not receive Foundation andlor Salary Incentive Aid during the preceding fiscal
year, the State Board of Education may waive the penalty assessed in this subsection if the penalty would
result in a loss of more than forty percent (40%) of the remaining State Aid to be allocated 1o the school
district between April 1 and the remainder of the school year and if the Board determines the penally will
cause the school district not to meel remaining financial obligations.

Congressional
Disirict Penalty District
Three districts responded with a protest, requesting the State Board grant them a penalty waiver:
Kiowa Public Schools, Pittsburg County (611014). $ 9,664 2
Sweetwater Public Schools, Roger Mills County (651015) $ 4,675 3
Hammon Public Schools, Roger Mills County (651066) $ 5,534 3
Two districts responded with an acceptance statement of the penalty calculation:
Sayre Public Schools, Beckham County (051031) $17,807 3
Cleora Public Schools, Delaware County (21C006) $ 3,040 2
ki
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General Fund Balance Penalty Statute

70 O.8. § 18-200.1:

Paragraph G:

IR

Notwithstanding the provisions of Section 18-112.2 of this title, a school district shall have its
State Aid reduced by an amount equal to the amount of carryover in the general fund of the
district as of June 30 of the preceding fiscal year, that is in excess of the following standards for
two consecutive years:

Amount of
General Fund

Total Amount of
General Fund Collections,

Excluding Previous Year Balance

Cash Surplus as of June 30 Available
Less than $1,000,000 40%
$1,000,000 $2,999,999 35%
$3,000,000 $3,999,999 30%
$4,000,000 $4,999,999 25%
$5,600,000 $5,999,999 20%
$6,000,000 $7,999,999 18%
$8,000,000 $9,999,999 16%
$10,000,000 or more 14%

2. By February 1 the State Departinent of Education shall send by certified mail, with return receipt
requested, to each School District Superintendent, Auditor and Regional Accreditation Officer a
notice of and calculation sheet reflecting the general fund balance penality to be assessed against
that school district. Calculation of the general fund balance penalty shall not include federal
revenue. Within thirty (30) days of receipt of this written notice the school district shall submit
to the Department a written reply either accepting or protesting the penalty to be assessed against
the district. If protesting, the school district shall submit with its reply the reasons for rejecting
the calculations and documentation supporting those reasons. The Department shall review all
school district penalty protest documentation and notify each district by March 15 of its finding
and the final penalty to be assessed to each district. General fund balance penalties shall be
assessed to all school districts by April 1.

3. Any school district which receives proceeds from a tax settlement or a Federal Emergency
Management Agency settlement during the last two (2) months of the preceding fiscal year shail
be exempt from the penalties assessed in this subsection, if the penalty would occur solely as a
result of receiving funds from the tax settlement.

4, Any school district which receives an increase in State Aid because of a change in Foundation
and/or Salary Incentive Aid factors during the last two (2) months of the preceding fiscal year
shall be exempt from the penaltics assessed in this subsection, if the penalty would occur solely
as a result of receiving funds from the increase in State Aid,

{continued next page)
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General Fund Balance Penalty Statute

5. If a school district does not receive Foundation and/or Salary Incentive Aid during the preceding
fiscal year, the State Board of Education may waive the penalty assessed in this subsection if the
penalty would result in a loss of more than forty percent (40%) of the remaining State Aid to be
allocated to the school district between April 1 and the remainder of the school year and if the
Board determines the penalty will cause the school district not to meet remaining financial
obligations. (State Board of Education action required,)

6. Any school district which receives gross production revenue apportionment during the 2002-2003
school year or in any subsequent school year that is greater than the gross production revenue
apportionment of the preceding school year shall be exempt from the penalty assessed in this
subsection, if the penalty would occur solely as a result of the gross production revenue
apportionment, as determined by the State Board of Education.

7. Beginning July 1, 2003, school districts that participate in consolidation or annexation pursuant to
the provisions of the Oklahoma School Voluntary Consolidation and Annexation Act shall be
exempt from the penalty assessed in this subsection for the school year in which the consolidation
or annexation occurs and for the next three (3) fiscal years,

8. Any school district which receives proceeds from a sales tax levied by a municipality pursuant to
Section 22-159 of Title 11 of the Oklahoma Statutes or proceeds from a sales tax levied by a
county pursuant to Section 1370 of Title 68 of the Oklahoma Statutes during the 2003-2004
school year or the 2004-2005 school year shall be exempt from the penalties assessed in this
subsection, if the penalty would occur solely as a result of receiving funds from the sales tax levy.

9. For purposes of calculating the general fund balance penalty, the terms “carryover” and “general
fund batance” shall not include federal revenue.

Title 70, Section 1-117:

G. Schools which receive gifts or donations or state-appropriated monies for the purpose of capital
expenditures or projects shall place such monies in the building fund, as provided by
Section 1-118 of this title, and not in the general fund. School districts which receive gifts,
grants, or donations of monies for noncapital expenditures may place the monies in the general
fund, and such monies shall not be required to be used during the year in which the money was
received but may accumulate from year to year and shall not be considered a part of the
general fund collections when calculating the general fund carryover as provided in
subsection G of Section 18-200.1 of this title.



