
Date: March 8, 2016 

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

From:  Susan Cross Hume, CPA, CIA, CGMA 

Subject: Second Interim Report 
 
 
The District’s Second 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—Second Interim Report to Board 

The following reports are provided in this document: 

 Second Interim Budget Projections (showing the First Interim Budget and the Second Interim 
Budget) 

 Second Interim State Report (SACS format) 

 Multi-year Projections 

 Cash Flow 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 Second Interim, the District updates its First Interim Budget (approved by the Board of Trustees on 
December 8, 2015) to reflect current financial projections.   
 
There were two non-routine changes made to the 2015-16 budget from First to Second Interim: 

 In the Unrestricted General Fund, the effect of the negotiated settlement with the District’s 
classified bargaining unit (CSEA) was added.  The District reached an agreement with CSEA 
after the First Interim Report was prepared which provides a 4% ongoing salary increase 



retroactive to July 1, 2015, a 1% ongoing salary increase beginning January 1, 2016, and a 
1% one-time, off-schedule payment on July 1, 2016.  The District had previously reached the 
same agreement with its certificated and management groups; the effect of those agreements 
had already been added into the First Interim Budget. 

 
 In the Restricted Fund, the District adjusted the budget to include the receipt of $918,456 of 

Educator Effectiveness funding.  These dollars were included in the State’s original budget, 
but the exact allocation to the District was not known until after preparation of the First Interim 
Budget. 
 

All other adjustments were routine in nature. 
 
Routine Second Interim Budget Adjustments:  The District has reviewed all of its programs, cost 
centers, and accounts, and has adjusted its Second Interim Budget projection to reflect the following: 

 At Second Interim, the District reviews all revenue accounts that are based on Average Data 
Attendance (ADA).  If start-of-school enrollment is materially higher from budget projections, 
revenues will be recalculated based upon updated ADA projections.  Second-month enrollment 
totaled 13,522—164 less than second-month enrollment for the 2014-15 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 the 
same (2014-15 Second Period) ADA in the Second Interim Budget.  The effect of the declining 
enrollment is reflected in the 2016-17 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 First Interim Budget, the District projected an Unrestricted General Fund net increase for the 
2015-16 fiscal year of $3,151,216.  After all of the above adjustments, the 2015-16 updated Second 
Interim Budget reflects a net increase of $2,736,819.  This is a decrease of $414,397. 
 
The revised ending unrestricted fund balance is projected at $28,574,939, or 21.44% of the General 
Fund expenditures.  This amount is $24,576,761 above the State-required 3% reserve. 
 
Multi-Year Projections 

The most important element of the Second 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.  These projections assume that the additional tax revenues accruing to the State from 
Proposition 30 will sunset as originally approved by the voters.  The additional ¼% sales tax is slated 
to end December 31, 2016, and the higher personal income tax rates are projected to end December 
31, 2018. 
 
FSD is currently reporting a 51.28% Unduplicated Percentage of enrollment.  The percentage is not 
projected to be materially different in the subsequent two years. 
 
ADA:  Based upon the 2015-16 drop in enrollment, the District is projecting a decrease in 
apportionment earning ADA of 132 in 2016-17.  There is currently no change projected for 2017-18. 
 
Mandated Cost Revenues:  In 2016-17 the Governor has proposed another payment to be made to 
all districts meant to buy down prior year mandated cost claims owed to the districts.  This results in a 
one-time increase to unrestricted State revenues of $2,864,000 to be added to the District’s 2016-17 
budget. 
 
Employee Compensation:  The 2016-17 projection is adjusted for the increase of the 1% one-time, 
off-schedule salary bonus granted to be paid July 1, 2016.  The projection also includes the effect of 
paying the 1% raise that started mid-year 2015-16 for the entire 2016-17 year. 
 
Also in 2016-17, the budget projection includes $994,000 for projected increases in STRS and PERS 
rates to be paid by the District.  An additional $1,045,000 is added in 2017-18. 
 
Routine step and column and benefit increases are reflected in the three-year projection.  No other 
increases to salaries are included. 
 
Increase in Routine Repair and Maintenance (RRM) Encroachment:  In 2015-16, the District 
returned to the pre-flexibility standard of spending of 3% of General Fund expenses on RRM.  This 
same funding level, adjusted for inflation, continues in the multi-year projection. 
 
Other Non-routine Additions to the 2016-17 Budget:  Other non-routine, discretionary adds to the 
budget have not been reflected in the 2016-17 projection.  These will be reflected in the June budget. 
 
Ending Fund Balances 

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

 June 30, 2016 21.44% 
 June 30, 2017 20.56% 
 June 30, 2018 20.88% 
 
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 $2,800,000 $28,574,939 $3,998,178 $24,576,761 
June 30, 2017 $0 $27,864,565 $4,066,645 $23,797,920 
June 30, 2018 $0 $27,727,795 $3,983,494 $23,744,301 
 
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 Second 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 
2015-16 Budget Projection Assumptions for Second Interim 

Fiscal Years Ending June 30, 2016, 2017, 2018 

 

 2015-2016 2016-2017 2017-2018 
    
LCFF    
 Statutory COLA 1.02% 0.47% 2.13% 
    
 Unduplicated % 51.28% 51.28% 51.28% 
    
 LCFF Gap Funding Rate 51.97% 49.08% 45.34% 
    
 $ per ADA $7,692 $8,078  $8,367 
    
 Per ADA change to LCFF 11.9% 5.0% 3.4% 
    
 Revenue Change Due to State Factors $11,099,234 $5,167,802  $3,396,706 
 Change Due to Decline in Enrollment  <1,384,493> <1,066,252>  Ø 
 Net Change from Prior Year $9,714,741 $4,101,550  $3,396,706 
    
Funded ADA 13,384 13,252  13,252 
    
Categorical Program COLAs    
 Federal Programs None Projected None Projected None Projected 
 Special Education 1.02% 0.47% 2.13% 
    
Lottery (per ADA) $181 $181  $181 
    
Mandated Costs Income (Block Grant) $379,000 $379,000  $379,000 
    
Mandated Cost Income (One-time) $7,058,000 $2,864,000  Ø 
    
Encroachment: 
 Special Education 
 

Based on current 
income 
estimates from 
SELPA and 
current 
expenditure 
projections 

3.0% 5.0% 

    
 Routine Repair and Maintenance Based on 3% of 

current General 
Fund 
expenditure 
projections 

3.0% 5.0% 



Second Interim 2015-16 Budget Projection Assumptions 
FY June 30, 2016, 2017, 2018 (continued) 
 

 2015-16 2016-17 2017-18 
    
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 $200,000 $500,000  $500,000 
    
Estimated Change for PERS/STRS $1,250,000 $994,000  $1,045,000 
    
Estimated Change in FTE Teachers (16) Ø  Ø 
    
Employee Compensation Increase 
 (other than Step and Column) 

  Ongoing 
 
 
 
 
  One-time, Off Schedule 

 
 

5% starts 
7/1/2015.  
Additional 1% 
starts 1/1/2016 

 
Ø 

 
 

Ø 
 
 
 
 

1.0% 

 
 

 Ø 
 
 
 
 
 Ø 

    
Supplies and Services 
 

Based on current 
expenditure 
projections 

Adjusted by CPI 
(2.2%) 

Adjusted by 
CPI (2.5%) 
























































































































































































































































































