
FULLERTON SCHOOL DISTRICT 
BUSINESS SERVICES DIVISION 
 
DATE: June 26, 2012 

TO: Board of Trustees 
 Mitch Hovey, Ed.D. 
FROM: Susan Cross Hume, CPA, CIA, CGMA 
 Assistant Superintendent, Business Services 

SUBJECT: FINAL BUDGET FOR 2012-13 AND MULTI-YEAR FINANCIAL PROJECTIONS 
 
 
The estimated ending balances for the 2011-12 fiscal year and our initial budget for the 2012-13 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. 
 
2011-12 Estimated Unaudited Actuals 
The estimated unaudited actuals consist of the District’s current budget (as of Third Interim), adjusted 
to reflect projected and known changes through the end of the fiscal year.  These adjustments 
include: 
 
• Updating the final estimated Revenue Limit projection to our Orange County Department of 

Education (OCDE) projection. 

 The Third Interim Report reflected increased Revenue Limit income of $250,000 due to P-2 ADA 
coming in 51 higher than the original budget.  Since then, there have been no additional material 
changes to the Revenue Limit income from the Third Interim budget. 

 
• 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 as of 
Third Interim.  There are no material changes to categorical budgets through year-end. 

 
• Analysis and revision of General Fund expense accounts. 

Fullerton School District (FSD) fiscal staff have reviewed line item expenditure budgets, budget vs. 
actual, for the unrestricted General Fund.  Based upon this analysis, there are no material 
differences between the budget as presented at Third Interim and the Estimated Actuals. 

 
• Projection of restricted fund balance carryovers 

 District fiscal staff has analyzed estimated results for each categorical program the District 
operates.  Estimated carryover amounts should not materially vary from budget.   

 
• All other line item 2011-12 budget amounts are not expected to be materially different from the 

Third 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 May 31, 2012), we estimate 
that the District will show final unaudited actual results which approximate the current budgeted 
amounts. 
 
Based upon the assumptions listed above, the Estimated Actuals show a net increase to the fund 
balance of $268,064.  This consists of a net increase in the Unrestricted Fund of $1,228,999, 
combined with a net decrease to the Restricted Fund of ($960,935). 



 
 
The estimated total ending General Fund balance at June 30, 2012, is $18,616,877.  The Unrestricted 
Ending Fund balance (Unassigned and Reserve for Economic Uncertainties) is estimated at 
$13,314,816, which is 12.57% 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 2011-12 
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. 
 



 
 
 
 
 
2012-13 Budget 
 
State Budget Outlook 
On January 5, 2012, Governor Brown introduced his Proposed 2012-13 State Budget, 
beginning the legislative process for the 2012-13 fiscal year.  On May 14, 2012, he released 
his May Revision to his January budget.  The May Revision outlined the Governor’s 
expectations for the budget which the Legislature should pass sometime before the June 15 

deadline. 
 
The Governor’s May Revision attempted to address the budget deficit which had grown since 
January from $9.2 billion to $15.7 billion for 2011-12 and 2012-13.  The budget deficit 
increase is a result of lower revenues of about $4.3 billion (primarily capital gains), an 
increase in Proposition 98 obligations of about $2.4 billion, and adverse decisions by the 
courts that negate about $1.7 billion in the Governor’s previous proposals.  The Governor 
proposes to close this gap with $8.3 billion in additional cuts inclusive of $1.5 billion in 
Proposition 98 savings, $5.9 billion in increased revenues (primarily from temporary taxes), 
$1.77 billion in new borrowing, and $747.4 million in “other miscellaneous solutions.” 
 
The cornerstone of the Governor’s budget assumes passage of a new tax initiative, the 
“Schools and Local Public Safety Protection Act of 2012.”  Since the Governor is unable to 
garner the necessary 2/3 votes in the Legislature to raise taxes, he has chosen to utilize the 
peculiar California device of the ballot initiative process.  Signatures have been gathered, and 
the Governor expects that this initiative will be placed on the November ballot and approved 
by a majority of the voters. 
 
According to the Legislative Analyst’s Office (LAO), the initiative would generate an additional 
$6.8-$9 billion in taxes in 2013 and $5.4-$7.6 billion for each year thereafter through 2018.  If 
passed by the voters, the initiative would temporarily increase the state sales tax by .25% 
until the end of 2016 and would increase the income tax rate by up to 3% on the state’s 
wealthiest taxpayers for seven years. 
 
For K-14 education, the May Revision increases Proposition 98 spending by about $6.7 
billion.  Currently the 2011-12 Proposition 98 spending is about $47 billion, but would 
increase to $53.7 billion in 2012-13.  The $1.2 billion increase over the January budget 
proposal is primarily due to the new higher estimates from the temporary tax initiative. 
Although Proposition 98 funding is increasing year over year, the effect on the Fullerton 
School District budget is flat funding for the 2012-13 budget (no material change in state 
revenues from fiscal 2012 to fiscal 2013, IF the Governor’s tax initiative passes).  If it does 
not pass, it is expected K-12 education will be subjected to devastating mid-year “trigger” 
cuts. 
 
The Proposition 98 increase will be primarily used as follows: 

• $2.229 billion ($2.1 billion K-12) to fund the new 2011-12 deferral. 

• $2.555 billion ($2.242 billion K-12) to pay down the cross fiscal year deferral credit card 
already on the books.  K-12 cross fiscal year deferrals would be reduced from $9.5 billion 
to $7.3 billion in 2012-13. 

 



 
 
• $98.6 million increase in Special Education funding for mental health services to disabled 

students that backfills one-time Proposition 63 funding used in 2011-12. 
 
The proposed budget also incorporates major reforms to K-12 education including increased 
categorical flexibility and a new weighted student formula. 
 
“TRIGGER LANGUAGE” 

The May Revision provides for 2012-13 “trigger reductions” of $5.49 billion to K-14 education 
should the Governor’s tax initiative not pass in the November 2012 election.  These 
reductions would become effective on January 1, 2013.  The estimated cut amount is $441 
per ADA, or $5.9 million for FSD.  In order to mitigate the potential cut, the Governor 
proposes that school districts be allowed to reduce the instructional year an additional fifteen 
days, spread over two years.  This is in addition to the five-day reduction already allowed.  
The Governor acknowledges that this would have to be negotiated through the collective 
bargaining process. 
 
FSD 2012-13 Budget 
When building its 2012-13 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 (OCDE).  Revenue accounts are estimated based 
upon the CDE’s and OCDE’s projections of the June 30 State Budget.  By law the state is 
required to pass its budget by June 15.  The District then builds its budget based upon the 
state’s allocations.  In years when the state does not pass an on-time budget, the District’s 
budget is based upon the Governor’s May Revision.  Further revisions to update the District’s 
budget will then be made after the Governor signs the State Budget. 
 
Estimated state revenue factors used by the District in building its 2012-13 budget include: 

• Statutory COLA applied to the Revenue Limit of 3.24%, adjusted by an increase in the 
deficit factor from 20.602% to 22.272%.  This results in flat funding (no change in the 
per-ADA base revenue limit amount) for the 2012-13 fiscal year.  The temporary mid-year 
trigger reduction suffered in 2011-12 has been restored.  This base revenue limit amount 
is 10% less than the per-ADA amount received by the District in 2007-08. 

• -0- COLA applied to state categorical programs.  Categorical programs continue to be 
funded at 2011-12 year levels, which are generally the amount received by the District in 
2007-08, deficited 20%. 

• No new programs have been funded 
 

The District has also prepared an alternate budget based upon the implementation of the 
$441 per-ADA trigger reductions.  This alternate budget would result in an additional cut in 
revenues of $5.9 million annually (ongoing) to the District. 
 
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 2012-13 budget and our  
 



 
 
three-year projection.  A budget built on assumptions that cannot be verified and justified by 
OCDE will not be approved. 
 
Revenues 
The 2012-13 General Fund budget projects total revenues of $98 million for a net decrease 
(over 2011-12 estimated revenues) of ($5.4) million.  The majority of the change is due to a 
decrease in federal revenues.  This includes loss of one-time revenues related to the Federal 
Jobs Act Allocation, ARRA IDEA apportionment, and LEA Program Improvement, as well as 
decreases in ongoing programs such as Title 1, Title 2, and Title 3.  Overall budgeted 
revenues are also lower due to the carryovers of certain state programs, as well as donation 
accounts. 
 
Revenue Limit income is essentially flat, reflecting no change in state funding levels and no 
change in District ADA. 
 
State categorical programs are budgeted with a -0- COLA. 
 
Other revenues are based upon historical trends and estimated actuals. 
 
Categorical Sweeps 
As part of the state’s “flexibility” package granted to school districts, revenues from those 
categorical programs identified as Tier III may be swept for use to the District’s Unrestricted 
General Fund until fiscal year 2014-15.  No Tier III programs have been eliminated.  The 
District will continue to utilize programs and funding first identified in the 2009-10 budget to 
help offset cuts to the Revenue Limit.  For 2012-13 this amounts to $3.181 million in ongoing 
dollars that has been reallocated from specific program budgets to the unrestricted fund.  A 
detailed list by program is attached. 
 
Expenditures 
For 2012-13, total General Fund expenditures are projected at $102 million, a net decrease 
of ($3) million from 2011-12.  The majority of the change occurs in salary and benefit cost line 
items.  Increased costs due to step and column and health insurance cost increases are 
offset by cost savings from increased class sizes and negotiated salary reductions with the 
District’s employee associations. 
 
Change in Fund Balance 
Based upon these assumptions, the estimated total ending General Fund balance for the 
2012-13 fiscal year shows a net decrease of ($2,835,941).  This is made up of a net 
decrease in the Unrestricted Fund of ($2,720,790) added to a net decrease in the Restricted 
Fund of ($115,151). 
 
The estimated total ending General Fund balance for the 2012-13 fiscal year is $15,780,936.  
The Unrestricted Ending Fund balance (Unassigned and Reserve for Economic 
Uncertainties) is estimated at $11,037,650, which is 10.77% 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 District’s three-year projection shows Unrestricted General Fund ending fund balance 
amounts as follows: 
 
 Percent Amount Above 3% 
 
 June 30, 2013 10.8% $7,963,658 
 June 30, 2014 6.9% $4,160,939 
 June 30, 2015 3.0% $ 7,410 
 
As noted, the District is showing the required 3% reserve balance for the final year of 
three-year projection.  However, it should be noted, due to continuing and projected cuts from 
the state, the District is spending down its reserves.  Further, the District’s projections include 
several significant assumptions: 

• The District’s projections are based upon the assumption of successful multi-year 
negotiated agreements with its employee associations and management team to provide 
budget relief.  If these negotiations do not turn out as projected, the District could 
potentially spend down its reserves at an even faster rate than reflected in the projections. 

• The District’s projections are based upon the assumption that the Governor’s May Revise 
budget plan for the state plays out as he proposes, including the passage of his tax 
initiative.  If this plan changes significantly, or the Governor’s tax initiative does not pass 
and other sources of revenue are not found by the state, the District could experience 
further significant cuts from the state, requiring it to use its reserves. 

 
As noted above, the District has prepared an alternate budget and three-year projection 
which reflects the potential mid-year trigger reduction of $441 per ADA.  This alternate budget 
would result in an additional cut in revenues of $5.9 million annually (ongoing) to the District.  
The resulting ending fund balances would be as follows: 
 
 Percent Amount Above (Below) 3% 
 
 June 30, 2013 5.0% $2,062,589 
 June 30, 2014 (4.2%) ($7,618,859) 
 June 30, 2015 (13.2%) ($17,651,117) 
 



 
 
 
 
 

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, tuition-based preschool and 
Community Based English Tutoring (CBET).  Although the fund is showing a projected net 
deficit spending for the current (2011-12) fiscal year, due to under spending of budgeted 
amounts, the find expects to end in a positive income position.  The fund balance is also 
projected to increase slightly in the budget year (2012-13). 
 
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.  The fund is projecting net income 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-funded deferred maintenance 
allowance of approximately $490,000 a year is classified as a Tier III categorical and has 
been swept to the Unrestricted General Fund to offset other cuts from the state.  The District 
plans to continue to spend $400,000 annually from the fund to complete required deferred 
maintenance projects.  Where possible, the District will utilize developer fees and 
redevelopment pass-through payments to complete necessary 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 offset cuts from the state.  Amounts 
transferred to the Unrestricted General Fund are $1.71 million in the current fiscal year and 
$1 million in the budget year.  The projected balance in the fund at June 30, 2013, is $1.875 
million, allowing for two more years of budget relief projected to the General Fund. 
 
Special Reserve Fund—Post Employment Benefits:  This Special Reserve Fund accounts 
for amounts previously set aside by the District to fund retiree benefits.  The District projects 
to transfer $580,000 a year through 2013-14 from this fund to the Unrestricted General Fund 
to cover these costs. 
 
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 $787,000 in fees was collected in 2011-12.  
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. 
 



 
 
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. 
 
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’ Comp. 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 
2011-12 provided sufficient funding.  These amounts are not expected to increase materially 
in 2012-13. 
 
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 for 2011-12. 
 
The Dental Self-Insurance Reserve maintains a balance to pay any tail claims incurred by the 
District from a former JPA self-insurance plan it participated in.  There is no activity projected 
in this reserve. 
 



 
 
 
 
 

FULLERTON SCHOOL DISTRICT 
GENERAL FUND BUDGET—2012-13 
BUDGET HIGHLIGHTS—REVENUES 

 
 

REVENUE LIMIT FACTORS 
 

Statutory Cost of Living Adjustment (COLA) 3.24% 
 

Deficit factor 22.272% 
 
Net effect (Restoration of 2011-12 one-time trigger cuts) 1.08% 
 
Per ADA Allocation $5,015.13 
 
Potential Trigger Cut $441 per ADA 
 
Total Cost – Potential Trigger Cut $5,900,000 
 

 
AVERAGE DAILY ATTENDANCE (ADA) 
 

ADA Used in Calculation of 2012-13 Revenue Limit  13,381 
 
Change from 2011-12 Revenue Limit ADA -0- 

 
 
 

 
STATE REVENUES 
 

• No new state programs 
• No change in funding (-0- COLA) 
• Lottery projected at $141.75 per ADA ($118.00 Unrestricted, $23.75 Restricted) 
• K-3 Class Size Reduction projected at $1,071, less penalty for loading at 22:1 

per student (no change from prior year) 
• No Mandated Cost revenues projected 

 



 
 
 
 
 

FULLERTON SCHOOL DISTRICT 
GENERAL FUND BUDGET—2012-13 

BUDGET HIGHLIGHTS—EXPENDITURES 
 
 
 

MAJOR CHANGES TO EXPENDITURE ACCOUNTS (Unrestricted General Fund) 
 

Salary and Benefits:  
 

Step and column increase $1,072,213 

Staff reductions due to change in pupil teacher ratio to 32:1 ($1,500,000) 

Negotiated salary adjustments ($1,599,927) 

Add back to Unrestricted Fund: salaries paid for from  

 Federal Jobs funding in 2011-12 $2,513,392 

Provision for increase in Health Insurance costs  $1,002,000 

 



 
 
 
 
 

Fullerton School District 
2012-13 Budget Projection Assumptions 

Fiscal Years Ending June 30, 2012, 2013, 2014, 2015 
 
 

 2011-12 2012-13 2013-14 2014-15 
Revenue Limit     
 Statutory COLA 2.24% 3.24% 2.5% 2.7% 
 Deficit 20.602% 22.272% 22.272% 22.272% 
     

Net Change to 
Revenue Limit  

-1.06% 1.08% 2.5% 2.7% 

     
 Dollars per ADA  $4,962 $5,016 $5,141 $5,280 
 Change from prior 
 years 

-$52 $54 $125 $139 

     
Funded ADA 13,381 13,381 13,330 13,330 
     
Change in Funded 
ADA  

+51 -0- (51) -0- 

     
Potential trigger cut  $441/ADA 

(ongoing) 
  

     
Federal Education 
 Jobs Funding (to 
 be spent 2011-12) 

$2,513,392 - - - 

     
Categorical Program COLAs    
     
 Federal Programs None 

Projected 
None 

Projected 
None 

Projected 
None 

Projected 
     
 State Programs None 

Projected 
None 

Projected 
2.5% 2.7% 

     
 Special Education None 

Projected 
None 

Projected 
2.5% 2.7% 

     
Class Size Reduction $1,071 per 

student 
$1,071 per 

student 
$1,071 per 

student 
$1,071 per 

student 
   



   

2012-13 Budget Projection Assumptions – continued 
 

  

 2011-12 2012-13 2013-14 2014-15 
     
Lottery (per ADA) $141.75 $141.75 $141.75 $141.75 
     
Mandated Costs $262,785 - - - 
     
Local Income - change - - - - 
(Includes Interest and 

donations)     

     
Encroachment 
 Special Education 

 
Based on 
current  
income 
estimates  
from SELPA 
and current 
expenditure 
projections 
 

 
Based on 
current  
income 
estimates  
from SELPA 
and current 
expenditure 
projections 
 

 
6% 

 
6% 

     
Routine Repair and 
  Maintenance 
 
 
 

Based on 
current 
expenditure 
projections 

Based on 
current 
expenditure 
projections 

6% 6% 

     
Interfund Transfers In     
  Fund 17—Special 

Reserve (Mandated 
Costs) 

$1,761,000 $1,000,000 $1,000,000 $875,000 

  Fund 20—Special 
Reserve (Post-
employment benefits) 

$580,000 $580,000 $580,000 $127,000 

  Fund 21—Building 
Fund 

$33,000 $19,900 - - 

  Fund 40—Special 
Reserve (Capital 
Outlay) 

$300,000 - - - 

     
Employee 
Compensation 
Increase (other than 
Step and Column) 

0 0 0 0 

    
    
    
    



    
    

2012-12 Budget Projection Assumptions – continued 
 

  

 2011-11 2012-12 2013-13 2013-14 
     
Step and Column Increases    
 Certificated  2.5% 2.5% 2.5% 2.5% 
 Classified 1.5% 1.5% 1.5% 1.5% 
 Benefits 1.5% 1.5% 1.5% 1.5% 
     
Estimated increase for        
health insurance 

3% 
$319,000 

18% 
$1,002,000 

11% 
$1,002,000 

11% 
$1,045,000 

     
Supplies and Services Current year 

projected 
expenditures 

Current year 
projected 
expenditures 
adjusted by 
CPI and 
known 
changes 

Adjusted by 
CPI 

Adjusted by 
CPI 

 



 
 
 
 
 

Fullerton School District 
2012-13 Budget Assumptions  

Tier III Programs—Amounts Redirected to 
Unrestricted General Fund Budget 

 
 

The following Tier III categorical amounts, which were formerly restricted to specific use, 
have been reallocated to the District’s Unrestricted General Fund Budget for 2012-13.  
The budgeted amounts have been projected in the three-year projection to remain in the 
Unrestricted Fund for all three years.  No Tier III programs have been eliminated. 
 

 P.E. Teacher Incentive $ 17,447 
 Instructional Materials  319,201 
 Math and Reading Professional Development 117,242 
 Pupil Retention Block Grant 4,347 
 Professional Development Block Grant 592,394 
 Targeted Instructional Improvement Grant  899,088 
 School Library Improvement Block Grant 249,186 
 Supplemental School Counseling 186,133 
 Oral Health Assessment 9,587 
 Supplemental Hourly Programs 297,852 
 Deferred Maintenance      489,001 
  $3,181,478 
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