
 
 
 
To: Board of Trustees 
 Robert Pletka, Ed.D. 

From:  Susan Cross Hume, CPA, CIA, CGMA 

Subject: First Interim Report 
 
 
The District’s First Interim Financial Report consisting of current year financial statements and 
budgets for all funds, as well as the required State reports, is attached.  This memo provides a 
narrative overview of the report. 
 
Background 

The District is required to formally report to our community, the Orange County Department of 
Education (OCDE), and the State of California our actual financial results of operations three times a 
year.  In addition to providing July 1 through year-to-date results, the reports also provide projected 
results for future periods.  The required reports are as follows: 
 
 Report Reports Actual Financial Results through: Due Date: 
First Interim October 31 December 15 
Second Interim January 31 March 15 
J-200 Unaudited Actuals June 30 September 15 
 
Financial Reports Included—First Interim Report to Board 

The following reports are provided in this document: 

 First Interim Budget Projections (showing the Original Adopted Budget and the revised First Interim 
Budget) 

 First Interim State Report (SACS format) 

 Multi-year Projections 

 State Criteria and Standards 
 
Year-to-date financial statements reflect actual financial results from the District’s accounting system 
which is maintained through OCDE on the Bi-Tech accounting system.  For the First and Second 
Interim Reports, results are on a cash basis (no accruals are booked).  Accruals are recorded for the 
year-end financial statements. 
 
Current year budgets and multi-year projections are based on information provided by OCDE, the 
California Department of Education, School Services of California, and other relevant professional 
sources.  A summary of the various factors used is attached at the end of this memo.  Additional 
discussion is provided below. 
 
Current Year Budget 

At First Interim, the District updates its original 2014-15 budget (adopted by the Board of Trustees on 
June 24, 2014) to reflect current financial projections.   
 
There are three major changes to the budget reflected in the First Interim:  an increase in the State 
Local Control Funding Formula (LCFF), additional mandated cost revenue, and the additional 
appropriations necessary for negotiated increases in employee compensation. 



LCFF: The District is in the second year of the State-wide LCFF implementation.  Under LCFF, 
instead of the State allocating funds and requiring school districts to spend money on programs and 
service the State determines are a priority, local boards have control over how to use funds and 
resources in a way that improves outcomes and opportunities for their District’s students.  The new 
funding model specifically addresses students with greater needs—such as English learners, low-
income, and foster youth.  Through the Local Control Accountability Plan (LCAP) process, the District 
solicits input from the community to develop a plan with specific student outcomes in mind. 
 
Statewide, school district leaders have conjectured that LCFF presents an historic opportunity to focus 
on improving student outcomes, closing achievement gaps, and increasing the level of communication 
between schools and their communities.  Further, the State’s shift away from complex categorical 
funding will require districts to be strategic and collaborative when investing resources and delivering 
instructional programs to best serve students. 
 
While the main drivers under the prior Revenue Limit funding system were Average Daily Attendance 
(ADA) and State-funded Cost of Living Adjustment (COLA), LCFF adds two additional factors: 

 Unduplicated Percentages of Underserved Student:  Defined as those students enrolled in the 
Free and Reduced Lunch program, English Language Learners, and Foster Youth.  Due to the 
widely differing unduplicated count percentages in different school districts, the amounts received 
in LCFF funding will vary widely by District and will become even more disparate as time goes on.  

 Percentage of Gap Funding during Transition:  Full implementation of the LCFF is beyond the 
State’s current financial means.  Therefore, the State intends to fully implement LCFF over an 
eight-year period.  Each year, as part of the budget process, the Legislature and the Governor 
(with consideration of the COLA and Proposition 98 requirements) will determine the amount of 
the gap funding to implement in the current budget year.   

 
The District projected its LCFF revenue for the June budget based upon factors published in the 
Governor’s May Revise.   Once the final budget was voted on by the Legislature in late June, the 
implementation percentage had increased for both 2013-14 and 2014-15.  This resulted in an 
increase to total projected LCFF revenues in 2014-15 of $630,000, which has been reflected in the 
First Interim budget.  
 
Mandated Cost Revenues:  In the final adopted budget the Legislature approved a one-time 
appropriation for a payment to be made to all districts meant to buy down prior year mandated cost 
claims owed to the districts.  This resulted in a one-time increase to State revenues of $894,000 to be 
added to the District’s 2014-15 budget. 
 
Negotiated Increase to Employee Compensation:  The District has reached agreement with all 
bargaining units for a 4% on-going salary increase, retroactive to July 1, 2014, and a 2% one-time, 
off-schedule payment.  The total General Fund cost of approximately $4.5 million is reflected in the 
First Interim budget. 
 
Routine First Interim Budget Adjustments:  In addition to the non-routine items noted above, the 
District reviews all of its accounts and has adjusted its First Interim budget projections to reflect the 
following: 

 Based upon current enrollment data, the District may adjust its revenue accounts that are based on 
Average Data Attendance (ADA).  If start-of-school enrollment is materially different from budget 
projections, revenues will be recalculated based upon updated ADA projections.  Second-month 
enrollment totaled 13,686, 147 less than second-month enrollment for the 2013-14 school year.  In 
the case of declining enrollment, the State “holds harmless” a District for the first year, allowing the 
District to claim the (higher) prior year ADA for apportionment funding.  Therefore, the District is still 



using a flat (no change in ADA) enrollment projection in the First Interim budget.  The effect of the 
declining enrollment is reflected in the 2015-16 projection. (Discussed further below.) 

 Categorical revenue accounts updated to most recent grant/entitlement letters and other 
information received from the State and federal governments.  Corresponding expenditure 
accounts are also adjusted accordingly.  Indirect costs are updated to reflect changes in total 
estimated expenditures. 

 Other income accounts analyzed and adjusted to reflect year-to-date receipts and estimated 
year-end amounts. 

 Revenues and expenditures of programs that encroach on the General Fund updated to current 
projections and encroachment accounts adjusted accordingly. 

 Salary and benefit accounts adjusted to reflect updated staffing levels and changes to benefit costs, 
including health insurance costs. 

 All expenditure accounts analyzed and adjusted to reflect year-to-date expenditures and estimated 
expenditures to finish the year. 

 
At the original adopted budget, the District projected an Unrestricted General Fund net income for the 
2014-15 fiscal year of $1,099,127.  After all of the above adjustments, the 2014-15 updated First 
Interim budget reflects a net decrease of $1,201,708. 
 
The revised ending unrestricted fund balance is projected at $24,008,823, or 19.72% of the General 
Fund expenditures.  This amount is $20,356,337 above the State-required 3% reserve. 
 
Multi-Year Projections 

The most important element of the First Interim Report is the three-year projection for the General 
Fund.  In this forecast, the District projects its financial prognosis for the current and subsequent two 
years.  The purpose of the projection is to report to its stakeholders on the continued fiscal viability of 
the District.  The projection provides the rationale for the District’s choice of certification options 
(Positive, Qualified, or Negative) on its Certification of Financial Condition. 
 
Please refer to the attached summary for details of the significant variables and assumptions used in 
the preparation of the District’s three-year projection. 
 
The following discusses the most significant items in the three-year projection: 
 
LCFF:  The District is utilizing the Department of Finance’s estimated COLAs and LCFF Funding Rate 
percentages. 
 
FSD is currently reporting a 52.59% Unduplicated Percentage of enrollment.  The same percentage is 
used for the subsequent two years of the projection. 
 
ADA:  Based upon the 2014-15 drop in enrollment, the District is projecting a decrease in 
apportionment earning ADA of 150 in 2015-16.  There is currently no change projected for 2016-17. 
 
Employee Compensation:  The 2015-16 projection is adjusted for the elimination of the 2% one-
time, off-salary bonus granted and paid in 2014-15.  Additionally, the 2015-16 budget includes a 1% 
compensation increase for all employees.  This increase is contingent upon the State budget for 
2015-16 (anticipated to be passed before June 30, 2015) including an increase to the Local Control 
Funding Formula which utilizes an implementation gap funding rate of at least 15%.  If this gap 
funding rate is not achieved, the increase to salaries will not be granted.  However, bargaining is not 
closed for the 2015-16 school year, so further adjustments to employee compensation may occur. 



Also in 2015-16, the budget projection includes $915,000 for projected increases in STRS and PERS 
rates to be paid by the District.  An additional $1,060,000 is added in 2016-17. 
 
Increase in Routine Repair and Maintenance (RRM) Encroachment:  In 2015-16, the District will 
be required to return to the pre-flexibility standard of spending at least 3% of General Fund expenses 
on RRM.  This will result in the District increasing encroachment to and expenditures from this 
resource by approximately $1 million.  This has been added to the 2015-16 projection. 
 
Ending Fund Balances 

Taking into account all of these changes to the three-year projection, the District projects net 
decreases in the current and subsequent fiscal years in the Unrestricted General Fund.  The projected 
Unrestricted General Fund ending fund balance percents are as follows: 

 

 June 30, 2015 19.72% 
 June 30, 2016 17.80% 
 June 30, 2017 16.33% 
 
Certification 

Based upon current projections and budget assumptions regarding State funding and the District’s 
financial condition, the District is certifying with a Positive Certification.  Per State guidelines, a 
Positive Certification indicates that, based upon current projections, the school district will meet its 
financial obligations for the current fiscal year and subsequent two fiscal years. 
 
Conclusion 

The First Interim Report is an important document in the District’s ongoing communications to its 
stakeholders.  The report and certification provide accountability and evidence of stewardship to our 
community. 
 



 
 

Fullerton School District 
2014-15 Budget Projection Assumptions for First Interim 

Fiscal Years Ending June 30, 2015, 2016, 2017 

 

 2014-2015 2015-2016 2016-2017 
    
LCFF    
 Statutory COLA .85% 2.19% 2.14% 
    
 Unduplicated % 52.59% 52.59% 52.69% 
    
 LCFF Funding Rate 29.56% 20.68% 25.48% 
    
 $ Change from Prior Year $8,551,859 $3,752,348 $5,158,040 
    
Funded ADA 13,558 13,408 13,408 
    
Categorical Program COLAs    
 Federal Programs None Projected None Projected None Projected 
 Special Education .85% 2.19% 2.14% 
    
Lottery (per ADA) $162 $162 $162 
    
Mandated Costs Income $378,000 $378,000 $378,000 
    
Common Core State Standards Funding $973,210 Ø Ø 
    
Interfund Transfers-in    
 Fund 17  $875,000 Ø Ø 
  Special Reserve (Mandated Costs)    
 Fund 20  $127,000 Ø Ø 
  Special Reserve Post Empl. Benefits    
    
Encroachment: 
 Special Education 
 

Based on current 
income 
estimates from 
SELPA and 
current 
expenditure 
projections 

5.0% 5.0% 

    
 Routine Repair and Maintenance Based on current 

expenditure 
projections 

5.0% 
+ $1,000,000 

5.0% 



First Interim 2014-15 Budget Projection Assumptions 
FY June 30, 2015, 2016, 2017 (continued) 

 
 

 2014-15 2015-16 2016-17 
    
Step and Column Increase 1.6% 1.6% 1.6% 
 Certificated    
    
 Classified 1.0% 1.0% 1.0% 
    
 Benefits—Statutory 1.0% 1.0% 1.0% 
    
Estimated Change in Health Insurance  $500,000 $500,000 
    
Estimated Change in FTE  Teachers Ø Ø Ø 
    
Employee Compensation Increase 
 (other than Step and Column) 

4.0% 
2.0% 

1% 
Ø 

Ø 
Ø 

    
Supplies and Services Based on 

current 
expenditure 
projections 

Adjusted by 
CPI 

Adjusted by 
CPI 












































































































































































































































































































