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FULLERTON SCHOOL DISTRICT BOARD AGENDA ITEM #2b 
 

DISCUSSION/ACTION ITEM 
 

DATE: March 8, 2011 
 

TO: Mitch Hovey, Ed.D., District Superintendent 
 
FROM: Gary Cardinale, Ed.D., Assistant Superintendent, Business Services 
 
SUBJECT: HEAR PRESENTATION AND APPROVE A “QUALIFIED CERTIFICATION” 

FOR THE 2010/2011 SECOND INTERIM REPORTING PERIOD OF THE 
DISTRICT’S ABILITY TO MEET ITS FINANCIAL OBLIGATIONS FOR THE 
CURRENT YEAR, BUT NOT THE TWO SUBSEQUENT YEARS, BASED 
UPON THE CURRENT STATE BUDGET  

 
Background: The Fullerton School District Board of Trustees is required by Education Code 

42130 to certify the District’s ability to meet the District’s financial obligations.  
Based upon the current State budget, the overall 2010/2011 ending fund 
balance will meet the 3% recommended minimum reserve level.  For the 
subsequent two years, an ongoing cut of $8 million for 2011/2012 and an 
additional $5 million for 2012/2013 are necessary to meet the District’s financial 
obligations.  Based on available information, the Administration believes the 
District may not meet its financial obligations for the two subsequent years.  
The Administration recommends a “Qualified Certification” be filed with the 
State. 

 
Rationale: The District is required by Education Code 42130 to submit a Second Interim 

report to its Board of Trustees each fiscal year that covers the financial and 
budgetary status of the District for the period ending January 31.  This report is 
to be approved by the Board of Trustees no later than 45 days after the close of 
the period being reported. 

 
Funding: Not applicable. 
 
Recommendation: Hear presentation and approve a “Qualified Certification” for the 2010/2011 

Second Interim reporting period of the District’s ability to meet its financial 
obligations for the current year, but not the two subsequent years, based upon 
the current State budget. 

 
GC:md 
Attachment 
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FULLERTON SCHOOL DISTRICT 
2010/11 SECOND INTERIM FINANCIAL REPORT 

 
March 8, 2011 

 
GENERAL FUND BALANCE 

 
Enclosed is the Second Interim Budget of the District’s financial activity for 2010/11.  The detail 
included in the report reflects the activity from July 1, 2010 through January 31, 2011.  Assumptions 
utilized in the report are based on the Governor’s January Proposed Budget and are updated using 
the School Services and OCDE’s latest dartboard. 
 
The combined General Fund ending balance is projected to be $10.9 million, reflecting $4.1 million in 
deficit spending for the 2010/11 fiscal year.  One million dollars ($1 million) of the $4.1 million deficit 
spending reflects categorical and school site budgets carried over from the 2009/10 year and re-
appropriated in 2010/11.  Negotiations for all bargaining units have been settled for 2010/11.  No 
salary and benefit increases are included for 2010/11.  The overall 2010/11 ending fund balance will 
meet the AB1200 requirement of a 3% minimum reserve level.  The District is in the process of 
negotiations for 2011/12 and 2012/13.  For Second Interim, the District is submitting a “Qualified 
Certification” pending negotiations.  See the General Fund Multiyear Projections section for 
information regarding Fullerton School District’s financial situation in the following two years. 
 

REVENUE 
 

Revenue projected in the Second Interim changed from the First Interim Budget:  $101.6 million to 
$103.9 million, an increase of $2.3 million.  Unrestricted revenue budget is projected to increase $1.0 
million and restricted budget $1.3 million. 
 

Unrestricted revenue:  $1.0 million 

$0.1 M Increase to State Aid Revenue Limit from recaptured ADA through the Saturday 
School Opportunity Attendance Recovery (SSOAR) program  

$0.7 M Mandated Cost reimbursement                  

$0.1 M Interest income                 

$0.1 M Increase to PTA/ASB reimbursements, donations, state lottery and existing 
school site grants  

 
Restricted revenue:  $1.3 million 

$0.6 M Final ARRA State Fiscal Stabilization Funds (SFSF) and the new ARRA 
Enhancing Education Through Technology (EETT) Competitive grant 

$0.2 M Increase to Special Education ADA 

$0.2 M Increase to programs such as Economic Impact Aid (EIA), Title III Limited 
English Proficiency (LEP), Title I and LEA MediCal Reimbursement program  

$0.3 M Fine Arts and Phelps Foundation donations 

Accounting standards for restricted categorical programs require that unspent grants and entitlements 
be reduced from 2010/11 budgets and re-appropriated in 2011/12.  As a result, final restricted income 
(and expense) will be less than currently budgeted.  Future changes in projected lottery sales and/or 
interest income may change General Fund income before the close of this school year.  Any changes 
in these areas will be reflected at year-end. 
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EXPENDITURES 
 

Expenditures in the Second Interim are projected to change from the First Interim Budget:  $106.5 to 
$106.9 million, an increase of $0.4 million.  The unrestricted expenditure budget is projected to 
decrease $0.1 million and restricted is projected to increase $0.5 million. 
 

Unrestricted expenditure:  -$0.1 million 

  -$0.6 M Salary and benefits adjustments  

-$0.3 M Reduction to the 2011 projected Health & Welfare benefits 

$0.6 M   Shift of expenditures to the Professional Development Block grant 

$0.1 M Increase to PTA/ASB reimbursements, donations and existing school site 
grants  

$0.1 M      Increase to the Saturday School Opportunity Attendance Recovery     (SSOAR) 
Program 

Restricted expenditure:  $0.5 million 

-$0.7 M       Salary and benefits adjustments  

$0.6 M Final ARRA SFSF and the new ARRA Enhancing Education Through 
Technology (EETT) grant 

$0.3 M Increase to programs such as Economic Impact Aid (EIA), Title III Limited 
English Proficiency (LEP), Special Education and LEA MediCal Reimbursement 
program  

$0.3 M Fine Arts and Phelps Foundation donations 

Special Education encroachment is projected to decline by $0.6 million from the First Interim Budget 
due to shifting costs from Special Education budgets to ARRA. The cost of providing Special 
Education services is projected at $13.8 million, an increase of $1.5 million from the previous year.  
This includes a projected General Fund contribution of $5.1 million.  For many years, the District has 
provided services to Special Education students from three other elementary districts in the North 
Orange County SELPA.  The encroachment of the cost of providing transportation services to Special 
Education and regular education students is projected at $800,000, which is partially offset by 
transfers from categorical programs. 
 
Any unspent categorical funds as of June 30 will be reduced from 2010/11 budgets and re-
appropriated to the 2011/12 year.  At the end of the 2009/2010 year, $3 million was reduced from 
unrestricted and restricted appropriations and re-appropriated in the 2010/11 year. 
 

OTHER FINANCING SOURCES AND USES 
 

The Second Interim transfers in remain unchanged from First Interim. Transfers out reflect an 
increase of $0.7 million of deferred payments for prior year mandate claims.  The 2010 Budget Act, 
which reversed the mandate claim deferrals, also allowed for the payment of state mandate revenue 
based on 2009/10 Second Principal Apportionment (P-2) average daily attendance.  Both revenue 
streams are under the guise of state mandates. 
 
Contributions to restricted programs dropped by $0.6 million for Special Education, Home-to-School 
Transportation, and Special Education Transportation.  Contribution to Routine Maintenance 



5 
 

decreased slightly by $100,000.  The overall reductions in these programs are primarily due to 
adjustments to salaries and benefits.   
 

GENERAL FUND OUTLOOK 
 
The estimated Revenue Limit average daily attendance (ADA) projected year totals for Second 
Interim and the two subsequent years is 13,314.92 for regular education, Special Education, and 
County Community students. Compared to 13,276.30 in the First Interim budget, ADA increased 39 
ADA, 31 of which is attributed to Special Education. The 2010/11 enrollment came in slightly higher 
than First Interim.  The growth increased the projection to 13,661 for 2011/12.  Enrollment for 2012/13 
is projected drop slightly to 13,611, excluding County Special Education and Community students.   

For 2010/11, the State Budget included the restoration of the 3.85% cut to the Revenue Limit. 
Elimination of the negative .39% COLA from the 2010 May Revise lowered the deficit from 18.355% 
to 17.963%.  This was originally presented in the 2010 October Budget Act.  These actions added 
$3.4 million of unanticipated income growth to the current budget.  For 2011/12, the January Budget 
Proposal increases the Revenue Limit deficit to 19.608% from 17.963%, resulting in an $18 reduction 
to ADA.  In addition to the Revenue Limit deficit, the District can expect an additional loss of $330 per 
ADA if tax extensions are not approved by voters in June.  This level of funding is being required by 
the Orange County Department of Education. 
 
Multiyear projections at Second Interim show the District needs an ongoing reduction of $8 million for 
2011/12 and $5 million for 2012/13 to remain fiscally solvent.  The District has several plans in place 
to meet these reductions.  One-time savings from items such as furlough days and salary reductions 
in 2010/11 would need to be renegotiated for 2011/12.  Therefore, the District is self-certifying a 
“Qualified Certification” under the requirements of AB1200 pending the outcome of the negotiations.  
As recommended by the County Office of Education, designation for economic uncertainties is stated 
at 3%. 
 
The District is currently utilizing the services of the Budget Advisory Committee and community 
groups to identify spending priorities for the 2011/12 year.  A report from these groups was presented 
to the Board of Trustees at the February 22nd Board Meeting. The Board and Cabinet will be 
reviewing the committees’ recommendations over the next few months.  The committees provided 
recommendations and solutions to the current District financial situation in the following areas: 
 
 Furlough Days 
 Salary Reductions 
 Class Size 
 Revenue Enhancement 
 Federal Jobs funding 
  
For the next several years, the District will face fiscal challenges to remain solvent. Cash flow remains 
a major priority for the 2010/11 and 2011/12 fiscal years.  The District may need internal and external 
borrowing such as Tax and Revenue Anticipation Notes (TRANs) for next fiscal year to cover payroll.   
The state added another $2.1 billion in deferrals to K-12 education increasing Fullerton School 
District’s deferral from $9.6 million to $10.4 million for 2011/12.  Thirty-three and a half percent of 
2011/12 cash will be deferred across fiscal years.  In addition to deferrals, Governor Brown 
acknowledges the state’s severe fiscal crisis and has addressed a $25.4 billion budget shortfall 
through 2011/12. In order to balance the state budget, the Governor’s Proposed Budget reduces 
expenditures by $12.5 billion and enhances revenue by $12 billion.  The Governor is counting on 
voters approving a ballot measure in June for an extension of temporary taxes for five years.  His 
budget proposal also borrows $1.9 billion from special funds at the state level and other one-time 
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measures.  With the fiscal uncertainties at the state level, the District faces severe challenges to 
remain solvent over the next few years.  
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Attachment C 
 
 

In submitting the 2010/11 Second Interim Report and an implementation plan for budget 
reductions in 2010/11, the Board understands its fiduciary responsibility to maintain 
fiscal solvency for the current and subsequent two fiscal years.  If necessary, it is 
recognized that based on current 2010/11 Budget Assumptions, the District will 
implement $8 million in ongoing budget reductions in 2011/12 and an additional $5 
million in reductions in 2012/13 to maintain fiscal solvency.  It is further recognized that 
the school district will submit a revised detailed list of Board-approved ongoing budget 
reductions for 2011/12 with the 2010/11 Second Interim Report. 

 



8



9



10



11



12



13



14



15



16



17



18



19



20



21



22



23



24



25



26



27



28



29



30



31



32



33



34



35



36



37



38



39



40



41



42



43



44



45



46



47



48



49



50



51



52



53



54



55



56



57



58



59



60



61



62



63



64



65



66



67



68



69



70



71



72



73



74



75


	Table of Content_SI_1011
	2010-11 SI Narrative
	2nd interim backup docs.pdf



