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FULLERTON SCHOOL DISTRICT 
2010/11 FIRST INTERIM FINANCIAL REPORT 

December 14, 2010 
 

GENERAL FUND BALANCE 
 

Enclosed is the First 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 October 31, 2010.  Assumptions utilized 
in the report are based on the October 2010 Budget Act and are updated based on the School 
Services and OCDE latest dartboard. 
 
The combined General Fund ending balance is projected to be $9.76 million, reflecting $3 million in 
deficit spending for the 2010/11 fiscal year.  One million dollars ($1 million) of the $3 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 First 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 First Interim changed from June’s Adopted Budget:  $93.8 million to $101.6 
million, an increase of $7.8 million.  Unrestricted revenue budget is projected to increase $3.5 million 
and restricted budget $4.3 million. 
 

Unrestricted revenue:  $3.5 million 

$3.4 M Restoration of the revenue limit cut 

$0.1 M Increase funding to State categorical programs 
 

Restricted revenue:  $4.3 million 

$3.9 M Includes 2009/10 federal restricted categorical program carryovers:  NCLB 
grants such as Title I, Teacher Quality, and Immigrant Education; the American 
Recovery Reinvestment Act (ARRA) funding for Special Education IDEA; and 
new federal funding such as the Federal Jobs Bill, Project CREATE Arts Grant, 
and ARRA Technology Grant. 

$0.4 M Increase in local revenues from PTA/ASB reimbursements and District 
donations  

 
Accounting standards for restricted categorical programs require that unspent grants and 
entitlements be reduced from 2010/11 budgets and reappropriated 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. 

 
 
 
 



 
EXPENDITURES 

 
Expenditures in the First Interim are projected to change from the Adopted Budget:  $98.8 to $106.5 
million, an increase of $7.7 million.  The unrestricted expenditure budget is projected to increase $1.3 
million and restricted $6.3 million. 
 

Unrestricted expenditure:  $1.3 million 

$0.3 M Salary and benefits shifts from ARRA 

$1.0 M Include carryovers for instructional materials, school sites, and special program, 
such as Saturday School 

 
Restricted expenditure:  $6.3 million 

$0.2 M Salary and benefits shifts 

$3.9 M Includes 2009/10 federal restricted categorical program carryovers: NCLB 
grants such as Title I, Teacher Quality, and Immigrant Education; the American 
Recovery Reinvestment Act (ARRA) funding for Special Education IDEA; and 
new federal funding such as the Federal Jobs Bill, Project CREATE Arts Grant, 
and ARRA Technology Grant 

$0.4 M Increase in PTA/ASB reimbursements and District donations 

$0.2 M Restricted lottery carryover 

$1.3 M Include carryovers and funding to such programs as Economic Impact Aid 
(EIA), Quality Education Investment Act (QEIA), and Positive Behavior 
Intervention Service Grant 

$0.3 M  Increase to Special Education and Routine Maintenance Budget  
 
Special Education encroachment is projected to decline by $300,000 from the Adopted Budget.  The 
cost of providing Special Education services is projected at $14.2 million, an increase of $1.9 million 
from the previous year due to shifting costs from ARRA funds to its regular funding source.  This 
includes a projected General Fund contribution of $5.7 million.  For many years, the District has 
provided services to Special Education students from three other elementary districts in the North 
Orange County SELPA.  These districts have increased efforts to educate those students with special 
needs within their districts’ boundaries, causing a sharp decline in SELPA enrollment.  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 a transfer from categorical 
programs. 
 
Any unspent categorical funds as of June 30 will be reduced from 2010/11 budgets and 
reappropriated to the 2011/12 year.  At the end of the 2009/10 year, $3 million was reduced from 
unrestricted and restricted appropriations and reappropriated in the 2010/11 year. 
 

OTHER FINANCING SOURCES AND USES 
 
There are major changes to Interfund Transfers since the Adopted Budget.  The First Interim excludes 
$1.9 million in transfers-in from the original budget to offset the May Revise revenue limit cuts.  
Transfers-out reflect a slight increase of $100,000 from parent-paid 1:1 laptop fees to Fund 21.  
Contributions to restricted programs dropped by $300,000 for Special Education, Home-to-School 
Transportation, and Special Education Transportation.  Contribution to Routine Maintenance 
increased slightly by $100,000 to cover one-time expenses. 



 
GENERAL FUND OUTLOOK 

 
The estimated revenue limit average daily attendance (ADA) projected year totals 13,276.30 for 
regular education, Special Education, and County Community students compared to 13,264.46 in the 
original budget, a slight increase of 12 ADA.  2009/10 P2 ADA came in slightly higher at year-end thus 
increasing 2010/11 ADA projection for First Interim.  The enrollment projection remains flat at 13,616 
for 2011/12 and 2012/13.  As a result, estimated P2 ADA stays at 13,231.16 for the two subsequent 
years.  

The October Budget Act resulted in a shift to revenue limit income.  The current budget fully restores 
the 3.85% cut to the revenue limit and eliminates the negative .39% COLA by reducing the original 
deficit of 18.355% to 17.963%.  These actions added an unanticipated income growth of $3.4 million 
to the budget. 
 
At First Interim for the two subsequent years, the District needs a total of $10.9 million in reductions to 
remain fiscally solvent.  The targeted reduction stands at $4 million for year two and $6.9 million in 
new reductions for year three.  The District has a plan in place to meet these reductions.  However, 
one-time savings from such items as furlough days and salary rollbacks in 2010/11 would need to be 
renegotiated for next school year.  Therefore, the District is self-certifying a “Qualified Certification” 
under the requirements of AB1200 pending the outcome of the negotiations with its bargaining units.  
As recommended by the County Office of Education, designation for economic uncertainties is kept 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 will be 
presented to the Board in the upcoming months.  The committees provide recommendations and 
solutions to the current District financial situation in the following areas: 

 Furlough Days 
 Salary Reductions 
 Class Size 
 Program Changes 
 Revenue Enhancement 
 Funding for General Fund elective programs such as Class Size Reduction, Fine Arts, and 

Laptop 1:1 
 
Each of these areas needs to be examined in greater detail in the coming months. 
 
For the next two years, the District will face many fiscal challenges to stay solvent.  The October 
Budget Act includes increased cash deferrals for July, September, and March.  Current deferral 
includes February, April, May, and June.  Additional cash deferrals may be forthcoming as a means 
for the State to resolve its new $6 billion deficit on top of the $19.1 billion.  The District may need 
external borrowing such as Tax and Revenue Anticipation Notes (TRANs) for next fiscal year to cover 
payroll.  Cash flow monitoring is a priority for current and future years. 
 
 
 
 
 
 
 
 



 
Attachment C 
 
In submitting the 2010/11 First 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 the 2010/11 Enacted 
State Budget, the District will implement $4 million in ongoing budget reductions in 2011/12 and an 
additional $6.9 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. 
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