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TO: Board of Trustees 
 Robert Pletka, Ed.D. 
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SUBJECT: PROPOSED BUDGET FOR 2015-16 AND MULTI-YEAR FINANCIAL 
PROJECTIONS 

 
 
The estimated ending balances for the 2014-15 fiscal year and our initial budget for the 2015-16 
fiscal year are presented here for your review and approval.  The District is required by Education 
Code 42127 to adopt a budget for all District funds for the subsequent fiscal year by June 30 of 
each year.  At the same time, the District presents its estimated actual financial results for the 
current fiscal year.  This memo provides a summary of the assumptions used in the preparation 
of the budget, as well as an analysis of current multi-year financial projections for the District. 
 
2014-15 Estimated Unaudited Actuals 

The estimated unaudited actuals consist of the District’s current budget adjusted to reflect 
projected and known changes through the end of the fiscal year.  These adjustments include: 

 Updating the final estimated Local Control Funding Formula (LCFF) projection to our Orange 
County Department of Education (OCDE) projection. 

LCFF has increased $2,403 since Second Interim reporting. 

 Updating categorical revenue accounts to reflect actual grant and entitlement amounts as 
apportioned by the state and federal governments. 

 Various minor changes to categorical programs have been incorporated into the budget for 
the Estimated Actuals.  Carryover balances have been projected in the MediCal 
Reimbursement, Special Education Mental Health, and Proposition 20 Lottery programs.  

 Analysis and revision of General Fund expense accounts. 

Fiscal staff have reviewed line item expenditure budgets, budget vs. actual, for all General 
Fund programs and accounts.  Based upon this analysis, there are a few reductions between 
the budget as presented at Second Interim and the Estimated Actuals.  In general, Estimated 
Actuals represent underspending of previously shown budgeted amounts, resulting in an 
improvement to the ending fund balance results. 

 Projection of Restricted Fund balance carryovers. 

 District fiscal staff has analyzed estimated results for each categorical program the District 
operates.   

 All other line item 2014-15 budget amounts are not expected to be materially different from 
the Second Interim budget and thus are carried forward to the year-end projection. 

 
Based upon a review of current actual financial data (as of month-end April 30, 2015) and the 
adjustments noted above, the District estimates final unaudited actual results in the General 
Fund, which reflect an improvement of $2,833,609 over Second Interim budgeted net income.  
This consists of an increase of $1,453,609 in budgeted net income in the Unrestricted Fund and 
an increase of $1,380,000 in budgeted net income in the Restricted Fund. 
 



Based upon the assumptions listed above, the Estimated Actuals show a total net decrease to the 
fund balance of ($2,217,854).  This consists of a net increase in the Unrestricted Fund of 
$502,880 combined with a net decrease in the Restricted Fund of ($2,720,734).  This deficit 
spending reflects spending down of prior year categorical funds carryovers. 
 
The estimated total ending General Fund balance at June 30, 2015, is $28,122,521.  The 
Unrestricted Ending Fund balance (Unassigned and Reserve for Economic Uncertainties) is 
estimated at $25,713,411, which is 21.74% of total General Fund expenditures.  (The state 
requirement is 3%.) 
 
These projections constitute our best estimate at this time of how the District will finish the 
2014-15 fiscal year.  Final results will not be known until we close our books and prepare our 
year-end financial statements (J-200 Unaudited Actuals) in August.  Results will be presented to 
the Board in early September. 
 
 
2015-16 Budget 
 
State Budget Outlook 

On January 9, 2015, Governor Brown introduced his proposed 2015-16 State Budget, beginning 
the legislative process for the upcoming fiscal year.  On May 14, 2015, he released his May 
Revision to his January budget.  The May Revision outlines the Governor’s expectations for the 
budget, which the Legislature then has until June 15 to revise and pass. 
 
The Governor’s original and revised budget proposals reflect tremendous growth in K-14 funding.  
Thanks to substantial state revenue growth and the proposition 98 guarantee, the Governor’s 
2015-16 May Revision builds on his January proposal by providing additional increased funding 
to further implement the LCFF, as well as significant additional one-time discretionary funding.  
The Governor proposes that remaining increases in state funding primarily go towards paying 
down state debts and making deposits into the state’s Rainy Day Fund. 
 
Overall, the proposed budget provides an additional $4 billion to the $2.1 billion allocated for 
LCFF in January (for a total of $6.1 billion).  This would close the gap rate to 53.08%, and provide 
an average state-wide increase of 14.13%, or $1,088 per ADA (Average Daily Attendance).  The 
Governor also proposes an additional $2.4 billion in discretionary one-time funds addition to the 
$1.1 billion from January, for a total of $3.5 billion for LEAs—$601 per ADA.  Once again, these 
funds will offset any applicable mandate reimbursement claims.  
 
At the time of this writing, the Legislature and the Governor are still in session, and the final 
budget had not yet been determined.  The District’s budget was built on the Governor’s January 
proposal and will be adjusted once the state passes its final budget. 
 
FSD 2015-16 Budget 

When building its budget, the District utilizes the most up-to-date information and forecasts that it 
has received from the California Department of Education (CDE), and the Orange County 
Department of Education.  The District is required to present its proposed budget for the ensuing 
fiscal year twice before the June 30 statutory deadline for passage by the Board of Trustees.  
Given that the Legislature is not required to pass the state budget until June 15, the District will 
usually not be able to incorporate the effects of the state’s June budget in its own June budget.  
Therefore, the District will prepare its budget based upon the Governor’s January proposal, 
updated with as current of information as is available.  Further revisions to update the District’s 
budget will then be made after the Governor signs the state budget. 
 



Revenue accounts are estimated based upon the CDE’s and OCDE’s projections, as well as the 
District’s 2014-15 reported P-2 ADA.  Since the state budget was still undetermined as of the 
preparation of the District budget, the District has conservatively estimated state LCFF revenue 
using the annual gap funding percentages as projected by the Department of Finance for the 
January Budget revision, with no other COLAs applied to any other state programs, except for 
Special Education.  The District has not added any new state-funded programs to its budget.  
 
Expenditures are forecast taking into account all known and projected increases and decreases 
in expenditures, including changes due to our negotiated salary agreements, step and column, 
changes in staffing and benefits, changes in contracts and leases, and projected inflationary 
increases. 
 
The District’s budget is required by law to be reviewed and approved by OCDE.  Our OCDE 
consultant reviews all of our detailed assumptions for both our 2015-16 budget and our three-year 
projection.  A budget built on assumptions that cannot be verified and justified by OCDE will not 
be approved. 
 
The following provides more details on the budget. 
 
Revenues 

The 2015-16 General Fund budget projects total revenues of $120.2 million, for a net increase 
(over 2014-15 estimated revenues) of $4.2 million.  The majority of the net change is due to a 
projected increase in the LCFF revenue. 
 
LCFF income is projected to increase due to a small COLA increase (1.58%), combined with an 
increase in the target-gap funding rate from 29.15% to 32.19%.  The unduplicated count percent 
decreased very slightly to 51.98%.  This results in a per-ADA increase to LCFF funding of 7.8%. 
 
This increase is offset somewhat by a decline in the District’s apportionment earning ADA.  For 
the first time in many years, District P-2 ADA declined in fiscal 2014-15 by 180.  The state allows 
a one-year “hold harmless,” so this drop is reflected in 2015-16 LCFF revenue.  There is no 
further projected change in District ADA for the budget. 
 
Federal revenues are projected with no COLA and a projected decrease as a result of the 
exclusion of carryover balances. 
 
State categorical programs are budgeted with a Ø COLA, except for Special Education.  The 
majority of the increase in state revenues from 2014-15 to 2015-16 reflects one-time monies 
received in 2015-16 for Mandated Cost reimbursements. 
 
Other revenues are based upon historical trends and estimated actuals. 
 
Interfund Transfers-In 

Interfund transfers-in reflect a $1.0 million reduction as a result of 2014-15 being the final year of 
fund balance transfers from Fund 17 Special Reserve Fund-Other Than Capital Outlay, and Fund 
20 Special Reserve Fund-Post Employment Benefits.  These two funds will be closed at the end 
of 2014-15. 
 
Expenditures 

For 2015-16, total General Fund expenditures are projected at $120.3 million.  The budget 
reflects routine annual increases required by step and column movement, rate increases for 
health insurance and for STRS and PERS retirement plans, and other cost of living increases.  
Additionally, due to increases in LCFF funding, the District has been able to add new programs 



and expenditures to its budget.  Through the LCAP process, the District identified areas of need 
for new spending.  Major increases have been added for increased and/or improved services to 
targeted pupils, Common Core implementation, site-based programs and expenses, and various 
program enhancements.  See the attached list for more details. 
 
Uncertainties Regarding the State Budget 

As previously noted, due to the requirement for the Board to review and approve both the LCAP 
and the budget over two meetings, the District was obligated to complete this budget before the 
Governor released his May Revision.  Therefore, this budget is based upon his January budget.  
However, the Governor’s May Revision was significantly improved for K-12 education from his 
January budget.  Although the District has used a “best guess” estimate of its state revenues, it 
believes that the projected revenues are conservatively estimated and that revised budget 
amounts, once a final budget is received from the state, will be significantly better than what is 
projected in this budget. 
 

Change in Fund Balance 

Based upon these assumptions, the estimated total ending General Fund balance for the 2015-16 
fiscal year shows a net decrease of ($37,288).  The Restricted (Categorical) General Fund is 
budgeted to decrease ($182,345), and the Unrestricted General Fund is budgeted to increase 
$145,057. 
 
The estimated total ending General Fund balance for the 2015-16 fiscal year is $28,085,233.  The 
Unrestricted Ending Fund balance (Unassigned and Reserve for Economic Uncertainties) is 
estimated at $25,858,468, which is 21.50% of total General Fund expenditures. 
 
Three-Year Projection 

The District is required to submit a three-year financial projection for the General Fund at the time 
of budget submission.  However, unlike at First and Second Interim, the District is not required to 
certify the District’s financial status at this time.  Detailed assumptions for the preparation of the 
three-year projection are attached. 
 
The most significant factors in the projection are the state-funded LCFF and the District’s 
projected ADA. 
 
LCFF:  The District is utilizing the Department of Finance’s estimated COLAs and LCFF Funding 
Rate percentages as of the Governor’s January budget proposal.  The District is not projecting 
that its current 51.98% Unduplicated Percentage of enrollment will fluctuate by more than 1% for 
the subsequent two years of the projection. 
 
ADA:  The District is projecting no change to ADA in either the 2016-17 or 2017-18 fiscal years. 
 
The District’s three-year projection shows Unrestricted General Fund ending fund balance 
amounts as follows: 

 Percent Amount Above 3% 

 June 30, 2016 21.50%  $22,250,919 
 June 30, 2017 20.80%  $21,797,566 
 June 30, 2018 20.34%  $21,869,495 
 
As noted above, the District’s projections are expected to improve with the final budget approved 
by the Legislature and the Governor. 

 



Required Disclosure under Education Code Section 42127(a)(2)(b) regarding 
reasons for Ending Fund Balances above the state recommended minimum level 

 
Education Code Section 42127(a)(2)(b) requires a statement of reason that substantiates the 
need for assigned and unassigned ending fund balances in excess of the minimum reserve 
standard for economic uncertainties for each fiscal year be identified in the budget. 

The Board of Trustees of the Fullerton School District currently maintains a prudent reserve which 
provides for anticipated future expenditures for technology, instructional materials, and other 
necessary instructional expenditures.  The District must also have funds available to mitigate the 
costs to the District of declining enrollment.  Additionally, the reserve is maintained to provide for 
unplanned or emergency expenditures that might occur in the future.  The District must also plan 
for future facilities needs.  Finally, the District must also plan for future downturns in the state 
economy which could negatively affect the District’s budget. 
 
Projected Unrestricted Ending Fund Balance: 

 Amount Above 
 Assigned Unassigned 3% Minimum  3% Minimum  

June 30, 2016 $913,429 $25,858,468 $3,607,549  $23,164,348 
June 30, 2017 $913,429 $25,471,015 $3,673,449  $22,710,995 
June 30, 2018 $913,429 $25,653,762 $3,784,267  $22,782,924 



 
OTHER FUNDS 

 
Child Development Fund:  The Child Development Fund records the financial activities from the 
following District programs:  state-funded preschool, state-funded before- and after-school 
programs, parent-paid before- and after-school care, and tuition-based preschool.  Financial 
results are projected to approximate break-even for both the current and budget fiscal years. 
 
Cafeteria Fund:  The Cafeteria Fund continues to operate in a strong financial position.  
Participation in the National and State School Lunch and Breakfast programs continues to rise.  
Financial results are projected to approximate break-even for both the current and budget fiscal 
years. 
 
Deferred Maintenance Fund:  The Deferred Maintenance Fund is projected to spend down 
reserves in both the current and budget years.  The state suspended funding of the Deferred 
Maintenance program during the economic downturn and, with the advent of LCFF, has closed 
the program. The District plans to spend down the remaining reserves in this fund to complete 
required deferred maintenance projects. 
 
Special Reserve Fund—Other than Capital Outlay:  This Special Reserve Fund accounts for 
mandated cost revenues previously set aside by the District as a “rainy day” fund.  The District is 
now drawing down on those funds in order to close this fund.  Amounts transferred to the 
Unrestricted General Fund are $875,000 in the current fiscal year and zero in the budget year.  
The projected balance at June 30, 2015, is zero. 
 
Special Reserve Fund—Post Employment Benefits:  This Special Reserve Fund accounts for 
amounts previously set aside by the District to fund retiree benefits.  Amounts transferred to the 
Unrestricted General Fund are $127,000 in the current fiscal year and zero in the budget year.  
The projected balance at June 30, 2015, is zero. 
 
Bond Building Fund:  This fund accounts for amounts remaining from the District’s former 
general obligation bonds proceeds.  Certain capital expenditures which cannot be funded from 
the Deferred Maintenance, Developer Fee, or Special Reserve for Capital Outlay Funds are paid 
for from this fund. 
 
Capital Facilities Fund:  The Capital Facilities Fund accounts for the collection and expenditure 
of developer fees.  Approximately $1,408,000 in fees was collected in 2014-15.  Revenues for the 
budget year are projected and budgeted as cash is received.  Expenditures from this fund are for 
capital projects related to growth in student enrollment. 
 
Special Reserve Fund—Capital Outlay Projects:  This fund records financial activity related to 
the Laptop Reserve, and also revenues received from the City of Fullerton as pass-through 
payments from their Redevelopment Agency.  Various capital projects for schools in the 
designated Redevelopment Areas are financed through this fund. 
 
Capital Projects Fund—Blended Components:  This fund records the financial activity related 
to the District’s two Community Facility Districts (CFDs).  Revenues are taxes collected from 
homeowners, and expenditures are primarily payments to bond holders as well as administrative 
expenses related to the CFDs’ operations.  Various capital projects for schools in the CFD areas 
are financed through this fund. 
 
Self-Insurance Fund:  The Self-Insurance Fund consists of three sub-funds:  Property and 
Liability, Workers’ Compensation, and the Dental Self-Insurance Reserve. 
 



The District is responsible for a $5,000 deductible per claim for property damage, $50,000 
deductible per claim for liability, and $1,000,000 per claim for Workers’ Compensation.  Excess 
insurance is purchased for amounts over the deductibles.  Liabilities are projected and booked, 
and claims and claims expenses are paid through these two sub-funds.  Excess insurance is also 
purchased from the funds. 
 
The District funds the Property and Liability Fund by charging an allocated amount to the General 
Fund, Cafeteria Fund, and Child Development Fund.  The amounts charged in 2014-15 provided 
sufficient funding.  This transfer will be increased $100,000 for 2015-16. 
 
Currently the District charges a 1.2% payroll tax on all payrolls to fund the Workers’ 
Compensation Fund.  This rate provided more than sufficient funding to cover costs of excess 
insurance, claims and claims expenses, and the reserve for Incurred But Not Recorded (IBNR) 
claims for 2014-15. 
 
The Dental Self-Insurance Reserve maintains a balance to pay any tail claims incurred by the 
District from a former JPA self-insurance plan in which it participated.  There is no activity 
projected in this reserve. 



FULLERTON SCHOOL DISTRICT 

GENERAL FUND BUDGET—2015-16 

BUDGET HIGHLIGHTS—REVENUES 
 
Local Control Funding Formula 
 

Statutory Cost of Living Adjustment (COLA) 1.58% 
 
District Unduplicated Percent 51.98% 
 
Target/Gap Funding Rate 32.19% 
 
Per ADA Allocation $7,385.73 
 
Increase in per ADA funding $535 
 
Net effect change in per pupil funding 7.8% 

 
 
AVERAGE DAILY ATTENDANCE (ADA) 
 

ADA Used in Calculation of 2015-16 LCFF  13,384.68 
 
Change from 2014-15 LCFF ADA -179.71 

 
 
FEDERAL REVENUES 
 

COLA applied to Federal programs Ø 
 
 

STATE REVENUES 
 

COLA applied to Special Education 1.58% 
 
COLA applied to all other state categorical programs Ø 
 
Lottery projected at $162.00 per ADA ($128.00 Unrestricted, $34.00 Restricted) 
 
Mandated Cost Revenues-Block Grant $377,000 
 
One-time Mandate Reimbursement Funding $2,284,731 



FULLERTON SCHOOL DISTRICT 

GENERAL FUND BUDGET—2015-16 

BUDGET HIGHLIGHTS—EXPENDITURES 
 
 

MAJOR CHANGES TO EXPENDITURE ACCOUNTS (Unrestricted General Fund) 
 

Salary and Benefits: 
 

Step and column increase $1,048,000 

Provision for increase in Health Insurance costs  $681,000 

Previously negotiated 1% raise $652,000 

Remove 2% bonus ($1,285,000) 

STRS and PERS rate changes $915,000 

Increase in substitute pay $200,000 
 

Educational Programs: 
 

Technology, RTI, increase to site budgets, other educational expenditures $1,000,000 
 
Special Education Encroachment $902,000 
 
Increase in Routine Repair and Maintenance (restore state required 3%) $1,292,000 

 
Inflationary and other rate changes to utilities, supplies, services $450,000 



Fullerton School District 
2015-16 Budget Projection Assumptions 

Fiscal Years Ending June 30, 2015, 2016, 2017, 2018 
 
 

 2014-15 2015-16 2016-17 2017-18 
LCFF     
 Statutory COLA  .85%  1.58%  2.17%  2.43% 
     
 Gap funding rate  29.15%  32.19%  23.71%  26.43% 

     
 Unduplicated 

Count Percent 
 52.00%  51.98%  51.93%  51.92% 

      
Net per ADA 

Change to LCFF  
 9.91%  7.81%  4.11%  4.07% 

      
 Dollars per ADA   $6,851  $7,386  $7,689  $8,002 
     
 Change from prior 

years 
 $618  $535  $303  $313 

     
Funded ADA  13,564.39  13,384.68  13,384.68  13,384.68 
     
Change in Funded  

P-2 ADA  
 +7  -180  Ø  Ø 

 
Categorical Program COLAs 
 
 Federal Programs None projected None projected None projected None projected 
     
 State Programs None projected None projected None projected None projected 
     
 Special Education None projected  1.58%  2.17%  2.43% 
     
Lottery (per ADA)  $162  $162  $162  $162 
     
Mandated Costs  $377,000  $377,000  $377,000  $377,000 
   

Encroachment 
 Special Education 

Based on current 
income estimates 
from SELPA and 
current expenditure 
projections 

 5.0%  5.0%  5.0% 

     

Routine Repair and 
  Maintenance 

Based on current 
expenditure 
projections 

 $1,292,000  5.0%  5.0% 

     
     



 
 

2014-15 2015-16 2016-17 2017-18 

Interfund Transfers 
In: 

    

  Fund 17—Special 
Reserve (Mandated 
Costs) 

 $874,842  Ø  Ø  Ø 

     
  Fund 20—Special 

Reserve (Post-
employment 
benefits) 

 $126,764  Ø  Ø  Ø 

     
Employee 
Compensation 
Increase (other than 
Step and Column) 

 4.0%+2.0% 
 one-time 

 1.0%  Ø  Ø 

     
Step and Column 
Increases 

    

 Certificated    1.6%  1.6%  1.6% 
 Classified   1.0%  1.0%  1.0% 
 Benefits   1.0%  1.0%  1.0% 
     
STRS and PERS 
Increase-Restricted & 
Unrestricted 

  $1,145,000  $1,244,000  $1,320,000 

     
Estimated increase 
for health insurance 

 
 $681,000 
(Estimated 5.5%) 

 $500,000  $500,000 

     

Supplies and 
Services 

Current year 
projected 
expenditures 

Current year 
projected 
expenditures 
adjusted by CPI 
(2.6%) and known 
changes 

Adjusted by CPI 
 (2.7%) 

Adjusted by CPI 
 (2.7%) 

 
 
 




























































































































































































































































































































































































