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BUDGET NARRATIVE 

 
While last year we were cautiously optimistic about the budget, this year’s budget reflects the 
decimated doomsday uncertainty that schools face in basing a budget that reflects significant state 
budgetary risks.  The state continues to have an ongoing structural deficit and is banking on the 
Governor’s initiative in the November election to increase revenue which will then provide schools flat 
funding in the 2012-13 budget year.  Unfortunately, even should the initiative pass in November, 
there will still be a significant State Budget problem.  Should the initiative fail, “trigger language” 
would be implemented effective January 1, 2012 which would result in a reduction of approximately 
$441 per ADA according to the Department of Finance’s last calculation.  Current statute allows for a 
five day reduction in the school year. Should the trigger be enacted, the May revise authorizes an 
additional reduction to the school year by 15 days over two years,(plus the current 5 that are allowed 
annually) that districts can reduce employee contracts.  This, however, would have to be negotiated 
through the collective bargaining process. In addition, as in the Governor’s January budget, major 
reforms to K-12 education are proposed.  These include increased categorical flexibility and a new 
weighted student formula. This establishes difficulty in potential assumptions in multi-year 
projections, particularly in year 2 (Fiscal year 2014-15). With the information we have seen to date 
regarding the potential change using a student weighted formula there would be losses in the millions 
to the Orcutt District. It is important to note that other than allowing schools to move money from 
one place to another to survive, the state has provided no new money to schools since the 2007-2008 
school year. 
 
The Governor continues to acknowledge that education has been the only major program that has 
taken disproportionate budget reductions since 2007-08. 
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BUDGET NARRATIVE 

 
The State budget structural problem continues to exist and schools continue to budget under a great deal of 
State uncertainty and illusionary practices.  Consequently, the District has continued to survive from year to 
year in anticipation of better years ahead always aware that the situation could get worse.  Unfortunately, 
this next year could be adversely affected if an initiative does not pass.  The district is budgeting for worst 
case in the June adopted budget recognizing that we need to have contingency budgets ready for many 
different possibilities.  
 
Apportionment Schedules 
The Governor’s 2012-13 budget proposes to reduce deferrals, however if the tax initiative is unsuccessful, 
there will be no change to the existing proposed cross-fiscal year cash deferral schedule. When preparing the 
district’s cash flows we assume that the initiative will not pass until the outcome of the November election is 
known. In addition to apportionment cash deferrals, the State of California modified the principal 
apportionment payment schedules to enhance the state’s own cash position in future years.  The District will 
continue to monitor cash flow to assure that bills can be paid. 
 
The following general assumptions are reflected in this budget: 
 

 Budgeting for a reduction of $441/ADA per School Services of California (SSC) dartboard 

 Tier III categorical flexibility provisions to continue through June 30, 2015 
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BUDGET NARRATIVE 
 

 
 K-3 CSR flexibility provision expires June 30, 2014 which creates a loss of approximately $1 million in 

Year (2014-15) in the multi-year projections. 

 Health and Welfare is budgeted at 2012-13 levels ongoing, however negotiations are still ongoing and 

undecided.   

 Contingency plans will be discussed with the Board of Trustees. 

 The District will continue to monitor reserves and cash flow for critical consideration. 
 

 In all cases, it is important to keep options open until the outcome of the November election 
 

General Accounting Standards Board (GASB) Statement 54 
Last year school districts were required to implement General Accounting Standards Board (GASB) 
Statement No 54, which provided new fund balance and special revenue fund definitions. This is 
incorporated into this document and approved by the school board. 

 

Fund balances of the governmental funds are classified as follows: 
 
Nonspendable - amounts that cannot be spent either because they are in nonspendable form 
or because they are legally or contractually required to be maintained intact. 

 
 

 

 

 

 

 

 

Reflects information as of June 2012 
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Restricted - amounts that can be spent only for specific purposes because of constitutional 
provisions or enabling legislation or because of constraints that are externally imposed by 
creditors, grantors, contributors, or the laws or regulations of other governments. 
 

Committed - amounts that can be used only for specific purposes determined by a formal action 
of the governing board.  The governing  board is the highest level of decision-making authority 
for the district.  Commitments may be established, modified, or rescinded  only through 
ordinances or resolutions approved  by the governing  board. 
 
Assigned - amounts that do not meet the criteria to be classified as restricted or committed but 
that are intended to be used for specific purposes. 
 

Unassigned- all other spendable amounts. 
 
Summary 
These continue to be extraordinary economic times with little hope of a quick fix.  Budgeting 
reflects a greater degree of conservatism over the next few years with the ability to remain as 
flexible as possible. Consistent volatile funding is a challenging environment to operate schools. 
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Categorical Program Flexibility 
The state budget projects flat funding in 2011-12 and 2012-13 for most programs with tiered flexibility. 
Categorical programs have been divided into three Tiers. 
 
Tier I 
These programs have flat funding and no program flexibility is granted to them. However, there is a 
significant relaxation of K-3 Class Size Reduction penalties, thereby giving district incentives to increase 
class size. The programs applicable to OUSD are: 
 
Class Size Reduction 
Economic Impact Aid 
Lottery Instructional Materials 
Home-To-School Pupil Transportation 
Special Education 
Lottery 
Federal Resources 

Title I 
Special Education IDEA 
Title II Part A Teacher Quality 
Title II Part D Enhancing Education through Technology 
Title V Part A, Innovative Education Strategies 
Title III Immigrant Education/Limited English Proficient 

Reflects information as of June  2012 
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Tier II 
These programs have flat funding in 2011-12 and 2012-13, but no program flexibility is granted 
for these programs. Current requirements remain in place and the programs applicable to OUSD 
are as follows: 
 

o English Language Acquisition Program, Teacher Training and Student Assistance 

 

Tier III 
SBX3 4 (Education Code Section 42605) authorizes complete flexibility in the use of funds 
appropriated in 39 budget act items. For fiscal year 2008-09 through 2014-15, school districts 
may use funds from these 39 programs for any educational purpose. The funds are therefore 
unrestricted. A school district has discretion to use the funds as they did before, however this 
will all be accounted for in the unrestricted part of the budget. This is now a local decision as 
allowed by the flexibility provision. There are no longer state restrictions or requirements, such 
as expenditure reports or compliance reviews associated with this funding. These categorical 
programs have flat funding in 2011-12 and 2012-13. 
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The Tier III flexibility programs that are applicable to OUSD are the following: 

Community Based English Tutoring 

School Safety & Violence Prevention 

Art and Music Block Grant 

Supplemental School Counseling 

Gifted & Talented Education 

Instructional Materials Realignment Program 

Peer Assistance & Review 

Professional Development Block Grant 

Targeted Instructional Development Block Grant 

School & Library Improvement Block Grant 

Remedial Supplemental Programs 

Math and Reading Professional Development 

Deferred Maintenance 

Charter School Categorical Block Grant 

Professional Development English Learners 
                                                                                                                                                                         Reflects information as of June  2012 
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The State budget has provided considerable flexibility relative to the use of categorical 
programs funded in Tier III. This flexibility also provides opportunities to school 
districts to align local educational priorities with funding available. These flexibility 
provisions are have been extended through through 2014-15. 
 
 
 
 
 
 
 
 
 
 

 

 
 

 

 

 

 
                                                                                                                                                Reflects information as of June  2012 
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TIER III FLEXIBILITY 
As part of this budget document, the governing board is approving the acceptance of and uses of 
funds to meet educational needs as part of the Tier III flexibility programs as follows: 

 
Program Name: 
Supplemental School Counseling 
Targeted Instructional Improvement Block Grant 
Community Based English Tutoring 
Art/Music/PE Block Grant 
School & Library Improvement 
Gifted & Talented (GATE) 
Instructional Materials (IMFRP) 
Deferred Maintenance 
Remedial Supplemental Programs 
Math & Reading Professional Development 
Professional Development Block Grant 
School Safety & Violence Prevention 
Peer Assistance & Review 
Charter School Categorical Block Grant 
Professional Development English Learners 
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GENERAL FUND 

 
2011-12 Second Interim to Estimated Actuals 

The estimated ending balance for this fiscal year is different from that presented in the Second 
Interim report. The greatest impact on that projection is due to the following: 

 
Updated Revenue Limit Projection: $156,772 

Other State Revenue: ($125,393) 

Other Local Revenue: $199,083 

Other Local Revenue Departmental/Utilities Savings: ($221,187) 

Budgeted Reserves for textbooks and technology: ($489,708) 

Additional Charter School Administrative oversight and Facility fees revenue: $200,000 

  
 
 
 
 

Reflects information as of June  2012 
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Assumptions for the 2012-13 Budget Development 

 
Enrollment Projection: 4,260 

Funded ADA: 4,222.81, Projected ADA: 4,089.60 

Revenue Limit Deficit: -22.272% 

Trigger Cut: $-441. per ADA 

Net Funded Revenue Limit Change: 1.08% 

Categorical COLA: 0.% 

PERS rate increase to: 11.417% 

Reserve for Economic Uncertainties: 3% 

 

 

 
Reflects information as of June  2012 
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Assumptions for the 2012-13 Budget Development Continued 

o Decrease in certificated staff, 4.0 FTE 

o Projected step and column for all units 

o Projected Encroachments: 

Special Education - $1,835,453 

Home-To-School Transportation - $329,192 

Special Education Transportation - $102,871 

Routine Maintenance - $1,040,814 

o Supplies/services/capital outlay budgets increased by projected California CPI of 
2.30% 

o Lottery funds: Unrestricted: $118.00 and Restricted: $23.75 

o Post-Employment Benefits transfer for unfunded liability reserve: $199,000 

o Deferred Maintenance funded: $298,341 

o Facility Transfer to Special Reserve for Charter School Capital Outlay Projects: $59,015 

o Charter School Administrative Oversight and Facility fees revenue: $500,000 

o Health/welfare expenditures are budgeted at 2012-13 level, however this is  subject to on-
going negotiations 

Reflects information as of June  2012 

June 20, 2012 
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2012-13 Revenues 
The Adopted Budget Report reflects changes in revenues from that in the Estimated Actuals 
Budget for the following: 

 
o Revenue Limit Sources $ (1,631,779) 

o Federal Revenue                                                        (215,529) 

o Other State Revenue                                                (154,739) 

o Other Local Revenue                                                ( 557,964) 

TOTAL INCREASE (DECREASE) IN REVENUE $ (2,560,011) 

 
 
 
 
 
 
 
 
 
 
                                                                                                                                                                                              Reflects information as of June  2012 

 
June 20, 2012



BUDGET NARRATIVE 

 

Assumptions for the 2012-13 Budget Development Continued 

 
2012-13 Expenditures 
The Adopted Budget Report reflects changes in expenditures from that in the Estimated Actuals 
Budget for the following: 

 
Certificated Salaries $ (448,458) 
Classified Salaries     18,537 
Benefits   176,043 
Books and Supplies (839,641) 
Services (704,248) 
Capital Outlay                                                                             (285,273)            
Other Outgo – Transfers of Indirect Costs                                (20,333) 

 
OTHER FINANCING OUT:     (9,810) 

 
TOTAL INCREASE (DECREASE) IN EXPENSE/ $ (2,093,563) 
TRANSFERS OUT 

 
 
 
                                                                                                                                                                                     Reflects information as of June  2012 
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OTHER FUNDS 
The Charter School Fund has experienced similar losses in revenue as the General Fund. The 
estimated charter school rates include a Trigger Cut of -$441/ADA and are as follows: 

 
K-3: $5,086 per ADA 

4-6: $5,162 per ADA 

7-8: $5,315 per ADA 

9-12: $6,157 per ADA 

 
o Additional Supplemental Categorical Block Grant Funding: $127/ADA 

 

 
The Other Funds of the district are substantially unchanged from that presented in the Second 
Interim Budget. 
 
 
 
 
                                                                                                                                                                                   Reflects information as of June 2012   
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MULTI-YEAR PROJECTIONS 

 
Beginning on page 138 are the general fund financial projections for the 2013-14 and 2014-15 
fiscal years. The Governor’s 2012-13 May Revision reflects a net funded revenue limit change 
of 1.08 percent in 2013-14 and 2.50 percent in 2014-15. Projections reflect a decline of 50 
students in 2013-14 and a decline of 25 students in 2014-15. 
 
The multi-year projections are required to show that the District will be solvent over a three (3) 
year period. 

 
The governing board is required to approve both restricted and unrestricted multi-year  
projections that meet the state recommended minimum reserve standard based on ADA, for the 
budget year and two subsequent years. 

 
On the following pages are lists of assumptions used in compiling the multi-year projections. 

 
 
 
 
 
 
 

Reflects information as of June  2012 
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Fiscal Year 2013-14 Assumptions 

Enrollment Projection: 4,210 

Funded ADA: 4,089.60, Projected ADA: 4,041.60 

Net Funded Revenue Limit change: 2.50% 

Revenue Limit Deficit: -22.272% 

Trigger Cut: $-441 per ADA 

Categorical COLA: 2.50% 

Reserve for Economic Uncertainties: 3% 

Reduction of 1 FTE certificate teachers due to projected student decline 

Reduction of 2 FTE certificated teachers due to projected student decline 

Projected step and column for all units 

Additional Reductions: $2.8 million 

Supplies/services/capital outlay budgets increased by projected California CPI of 2.4% 

Post-Employment Benefits transfer for unfunded liability reserve: $199,000 

Deferred Maintenance funded: $298,341 

Facility Transfer to Special Reserve for  Charter School Capital Outlay Projects: $59,015 

Lottery funds: Unrestricted $118 and Restricted $23.75 

Charter school administrative oversight and facility fees revenue: $650,000 

Health/welfare expenditures are budgeted at 2012-13 level, however this is subject to 

on-going negotiations 
Reflects information as of June  2012 
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Fiscal Year 2014-15 Assumptions 

Enrollment Projection: 4,185 

Funded ADA: 4.041.60, Projected ADA: 4,017.60 

Net Funded Revenue Limit change: 2.70% 

Revenue Limit Deficit: -22.272% 

Trigger Cut: $-441 per ADA 

Categorical COLA with no deficit: 2.7% 

Reserve for Economic Uncertainties: 3% 

Reduction of 1 FTE certificated teachers due to projected student decline 

Projected step and column for all units 

Additional Reductions: $3.4 million 

Supplies/services/capital outlay budgets increased by projected California CPI of 2.7% 

Post-Employment Benefits Funded: $199,000 

Deferred Maintenance Funded: $182,067 

Lottery funds: Unrestricted $118.00 and Restricted $23.75 

Charter school administrative oversight & facility fees revenue: $800,000 

Assumes health/welfare expenditures budgeted at Fiscal Year 2012-13 level, however this  
is subject to on-going negotiations 

Facility transfer to Special Reserve for Charter School Capital Outlay Projects: $59,000 
 

Reflects information as of June  2012 
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CAVEAT 
This budget has been prepared based on the best information at hand at this point in time. As 
always, this information is subject to change. The 2011-12 Estimated Actuals will not be finalized 

until mid-August. The 2012-13 Revenues will most likely change, if not when the State Budget 
Act is signed then potentially after the November election. 
 
SUMMARY 
Based on the information in the 2012-13 Adopted Budget Report, the Orcutt Union School 
District meets its financial obligations for the current and two subsequent years by maintaining 
the required minimum level Reserve for Economic Uncertainties for 2012-13, 2012-13, and 2014- 
15. 

 
RECOMMENDATION 
For purpose of meeting the Adopted Budget Reporting Guidelines, it is recommended that the 
Board approve the Adopted Budget Report as presented and authorize the filing of a “Positive” 
certification with the Santa Barbara County Office of Education. 

 
 
 
 
 

Reflects information as of June  2012 
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 General Fund Revenues Comparison, Unrestricted and Restricted, FY 2011-2012 / FY2012-2013 
 

                                               

                              

Revenue Limit 22.53        
Federal 1.45          
State 4.78          
Local 1.63          
Other Financing 0.01          
Total Revenues 30.40        
Beginning Balance 6.87          
Total General Fund 37.27$      

General Fund Revenues  2011-2012
(In Millions)

                                                    

Revenue Limit 20.90        
Federal 1.23          
State 4.62          
Local 1.07          
Other Financing 0.02          
Total Revenues 27.84        
Beginning Balance 4.54          
Total General Fund 32.38        

General Fund Revenues  2012-2013
(In Millions)

 

                           

June 20, 2012                                                                                                                                      Reflects information as of June 2012 

Revenue 
Limit,  

$22,532,792 ,  
74% 

Federal,  
$1,448,660 , 

5% 

State,  
$4,778,521 , 

16% Local,  
$1,628,863 , 

5% Other 
Financing,  
$16,051 ,  

0% 

 General Fund Revenue  
Estimated Actuals 2011-2012 

   $30,404,887 

Revenue 
Limit,  

$20,901,013 
, 75% 

Federal,  
$1,233,131 , 

4% 

State,  
$4,623,782 , 

17% Local,  
$1,070,899 , 

4% 

Other 
Financing,  
$16,000 ,  

0% 

 General Fund Revenue  
Adopted Budget  2012-2013 

      $27,844,825 



    General Fund Expenditures Comparison, Restricted & Unrestricted, by Function FY 2011-2012 / FY2012-2013 

                                                                                                                                                                                                                                    

                                       

Instruction 21.4                                 
Instruction Support 3.8                                   
Pupil Services 1.7                                   

Ancillary Services -                                   

Community Services 0.9                                   

General Administration 1.1                                   

Plant Services 3.4                                   
Other Outgo 0.6                                   

Total Expenditures $32.9

General  Fund Expenditures, by Function
(In Millions)

                                                

Instruction 19.8                                 
Instruction Support 3.8                                   
Pupil Services 1.7                                   

Ancillary Services 0.1                                   
Community Services 0.8                                   

General Administration 1.0                                   

Plant Services 3.1                                   
Other Outgo 0.6                                   

Total Expenditures $30.9

General  Fund Expenditures, by Function
(In Millions)

                          

             June 20, 2012                                                      Reflects information as of June 2012                                                                                                           

Instruction,  
$21,412,228 , 

65% 

Instruction 
Support,  

$3,769,040 , 
 11% 

Pupil Services,  
$1,725,997 , 

 5% 
Ancillary 
Services,  
$64,619 , 

 0% 

Community 
Services,  

$857,366 ,  
3% 

General 
Administration,  

$1,079,126 ,  
3% 

Plant Services,  
$3,439,776 ,  

11% 

Other Outgo,  
$637,640 , 

 2% 

General Fund Expenditures by Function  
Estimated Actuals 2011-2012 

$32,985,792 
Instruction,  

$19,787,669 , 
64% 

Instruction 
Support,  

$3,802,918 , 
 12% 

Pupil Services,  
$1,736,132 ,  

6% 
Ancillary 
Services,  
$46,928 ,  

0% 

Community 
Services,  

$813,821 ,  
3% 

General 
Administration  ,     

$1,019,793 , 
 3% 

Plant Services,  
$3,067,660 ,  

10% 

Other Outgo,  
$617,360 ,  

2% 

General Fund Expenditures by Function 
Adopted Budget 2012-2013 

$30,892,281 



   General Fund Expenditures Comparison, Unrestricted and Restricted, by Object FY 2011-2012 / FY 2012-2013 

            

                                      

Certificated Salaries 14.8             

Certificated Management 1.6               

Classified Salaries 4.9               

Employee Benefits 6.2               

Book Supplies 2.1               

Service/Operating Exp. 2.3               

Facilities/Capital Outlay 0.4               

Other Uses 0.6               

Total Expenditures $32.9

(In Millions)
General Fund Expenditures by Object

                                                         

Certificated Salaries 14.4             
Certificated Management 1.6               
Classified Salaries 4.9               
Employee Benefits 6.4               
Book Supplies 1.2               
Service/Operating Exp. 1.6               
Facilities/Capital Outlay 0.2               
Other Uses 0.6               

Total Expenditures $30.9

General Fund Expenditures by Object
(In Millions)

       

                              

June 20, 2012                                                       Reflects information as of June 2012 

Certificated 
Salaries,  

$14,827,761 , 
 45% 

Certificated 
Management,  
$1,591,547 , 

 5% 

Classified 
Salaries,  

$4,927,494 , 
 15% 

Employee 
Benefits,  

$6,249,368 , 
 19% 

Books/ 
Supplies,  

$2,078,522 , 
6% 

Service/ 
Operating 

Exp.,  
 $2,301,016 ,  

7% 

Facilities/ 
Capital Outlay,  

 $445,273 , 
 1% 

Other Outgo & 
Transfer Out,  

$564,811 ,  
2% 

Total Expenditures by Object  
Estimated Actuals 2011-2012 

$32,985,792 

Certificated 
Salaries,  

$14,365,175 ,  
46% Certificated 

Management,  
$1,605,674 ,  

5% 

Classified 
Salaries,  

$4,946,031 , 
16% 

Employee 
Benefits,  

$6,425,411 ,  
21% 

Books/ 
Supplies,  

$1,238,881 ,  
4% 

Service/ 
Operating 

Exp.,  
 $1,596,768 ,  

5% 

Facilities/ 
Capital Outlay,  

 $160,000 , 
 1% 

Other Outgo & 
Transfer Out,  

$554,341 , 
 2% 

 Total Expenditures by Object, 
Adopted Budget 2012-2013 

   $30,892,281 



General Fund District Reserves and Net Ending Balances 1996-97 to 2012-2013     
 

 
 

 
 
 

 
 

                      

2010-11
2011-12 

Estimated

2012-13 

Projected

 Revolving Cash 15,900                  15,900               15,900               

 Stores 12,522                  12,522               12,522               

 Prepaid Expense -                         -                     -                     

 All Others -                         -                     -                     

 General Reserve -                         -                     -                     

 Legally Restricted 676,572                3                         5                         
 Economic  Uncertainties 905,183                989,575            926,770            

Unrealized Gains
 Other Designations 5,257,313            3,267,739         536,832            

 Undesignated Amount 
Unappropriated Amount

6,867,491            4,285,739         1,492,029         

Net Ending Balance Components

 
 

Source: Unaudited Actuals                                                                        Reflects information as of June 2012 
 

June 20, 2012 
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*P2 Data               
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               General Fund Net Change in the Unrestricted Ending Balance, 1996-97 to 2012-13 
 

 

                                  

 

 

 

June 20, 2012                      Reflects information as of June 2012 

 $(205,556) 
 $(343,539) 

 $586,729  

 $63,543  

 $288,188  

 $69,518   $66,521  

 $661,777  

 $225,003  

 $(1,396,520) 

 $333,297  

 $640,490  

 $1,464,962  
 $1,279,631  

 $386,654  

 $(1,651,436) 

 $(3,047,458) 
 $(3,500,000)

 $(3,000,000)

 $(2,500,000)

 $(2,000,000)

 $(1,500,000)

 $(1,000,000)

 $(500,000)

 $-

 $500,000

 $1,000,000

 $1,500,000

 $2,000,000

1
9

9
6

-9
7

1
9

9
7

-9
8

1
9

9
8

-9
9

1
9

9
9

-0
0

2
0

0
0

-0
1

2
0

0
1

-0
2

2
0

0
2

-0
3

2
0

0
3

-0
4

2
0

0
4

-0
5

2
0

0
5

-0
6

2
0

0
6

-0
7

2
0

0
7

-0
8

2
0

0
8

-0
9

2
0

0
9

-1
0

2
0

1
0

-1
1

2
0

1
1

-1
2

 E
st

.

2
0

1
2

-1
3

 P
ro

j.

Net Change in Ending Balance History 



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



76



77



78



79



80



81



82



83



84



85



86



87



88



89



90



91



92



93



94



95



96



97



98



99



100



101



102



103



104



105



106



107



108



109



110



111



112



113



114



115



116



117



118



119



120



121



122



123



124



125



126



127



128



129



130



131



132



133



134



135



136



137



 
 

Multi-Year 
 

Budget  
 

Projections 

 

         



138



139



140



141



142



143



144



145



146



147



148



149



150



151



152



153



154



155



156



157



158



159



160



161



162



163



164



165



166



167



168



169



170



171



172



173



174



175



176



177



178



179



180



181



182



183



184



185



186



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Major Function Descriptions 

 
• DIRECT INSTRUCTION - Activities dealing directly with the interaction between teachers and  

students includes regular and special education services. 
 
• INSTRUCTION SUPPORT – These are services that provide administrative, technical and logistical  

support to facilitate and enhance instruction i.e., Curriculum development, staff development,  
library, media and technology as well as school administration 

 
• PUPIL SERVICES – Activities that involve guidance , counseling, psychological services,  

attendance and social work services as well as health services, transportation and food services. 
 
• ANCILLARY SERVICES – School sponsored activities designed to motivate, provide enjoyment or  

improve skills in a competitive or non-competitive environment i.e., athletics, band, clubs 
 
• COMMUNITY SERVICES – Activities concerned with providing community services to community  

participants other than students i.e., child care, community facilities scheduling. 
 
• GENERAL ADMINISTRATION – Activities concerned with establishing policy and overall general  

administration of the district i.e., board, superintendent, fiscal services, personnel, warehouse, data  
processing 

 
• PLANT SERVICES – Activities concerned with keeping the physical plant open, comfortable and  

safe for use, keeping grounds, buildings, and equipment in working condition and a state of repair 
 
• OTHER OUTGO – Outlay for debt service, transfers to other agencies, interfund transfers out 
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Appendix 

School District Budgets are Not Static Documents 

 
California school district revenues and expenditures are subject to constant change, School district budgets are not  
static documents, but instead are constantly being revised to respond to decisions at the state and federal level, as  
well as to the expenditure needs of the local agency. 

 
Acceptance of the constant revision in district numbers is one of the biggest challenges in understanding of a local  
agency budget. Yesterday’s numbers are not today’s numbers, and it almost seems as if someone is making up the  
statistics. But while there is a base cost of services, school districts operate on such a narrow income margin that  
even a small swing in revenues or costs can have a major impact on local agency decisions. 

 
School district budgets are initially adopted in June of each year, but the changes in revenue and expense occur  
often during the year. The cycle of budget changes, however, has some rhythm so that it is possible to identify by  
month the most significant budget change dates. 

 
 

CYCLE OF BUDGET CHANGES 

Adoption of the state budget that determines the marginal change in school district revenues.  
In many cases it is the marginal revenue that has the most significant impact on district  
expenses. Districts must revise their budget within 45 days after the adoption of the State  
budget. 

 
 

Recording of prior-year estimated actual expenses and determination of the estimated current- 
year beginning balance. 

 
 

Receipt of the certification of income that the district will receive for district categorical  
programs – both continuing and new. Until the certifications are received, categorical – or  
restricted – expenditures are based on projections of income only. 

 
 

 

Early July or 

August 

 
 
 
 

Early August 

 
 
 

Fall Months 
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School District Budgets are Not Static Documents 

  

CYCLE OF BUDGET CHANGES 

 
Conclusions of the district’s collective bargaining agreement and determination of the final 
compensation amounts for district employees. 

 
 

Presentation to the Governing Board of the First Interim Report, which reflects district income and  
expense to October 31 and a projection of income and expense for the balance of the year. 

 
 

Calculation and recalculation of district ADA projections for the determination of current-year 
revenue limit income. Income is determined based on the average attendance of students until the 
Second Principal Apportionment, which is about the early part of April. ADA fluctuations can have 
a dramatic impact on district income-a loss of just one ADA can mean the loss of approximately 
$5,030 in revenue limit income for the average school district. 

 
 

Presentation to the Governing Board of the Second Interim Report, which reflects district income 
and expense to January 31, and a projection of income and expense for the balance of the year. 
The Interim Reports show a projected net ending balance for the district, which is a very important 
indicator of district fiscal health. 

These are just some of the important budget change points during a typical school year. Note that most of the list 
does not even include changes in the cost of district materials or supplies. A district budget must also be constantly 
revised to reflect the change from estimated to actual cost for goods and services. School district budgets, just like a 
home budget, must be revised to reflect updated expenditures on everything from the cost of accounting services to 
the cost of worker's compensation, from the cost of air conditioning to the cost of video machine repairs. 

 
Accurate school district budgeting is a never-ending process.  
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Appendix 

Budget Timelines and Decision Making Points 

 
There are numerous opportunities for the public to interact with the school district regarding the development  
of the school district's budget. The following identifies the critical developmental steps in:  

 
• Budget development calendar  
• Budget monitoring cycles  
• Closing and auditing prior year revenues and expense  

 
 
Budget Development Calendar 

The process of developing the budget begins with a draft budget calendar. The draft calendar is  
reviewed and finalized by staff for presentation to the Board of Education for adoption in January.  
The calendar will list each of the incremental steps in the sequence of budget development.  

 
 

The Governor's proposed State Budget is released on January 10 of each year, and a discussion  
regarding the impact on the district is reviewed and highlighted with the Board of Education  
shortly thereafter.  

 
 

During these two months, the early guides regarding budget development are completed, and  
planning documents for district staff are distributed and then returned to the district office.  

 
 

Development of the first preliminary budget is in the works. Board of Education priorities are  
considered for inclusion in the preliminary budget and potential expansions or reductions in  
program and personnel are completed. 

 
 
 

~ December 

 
 
 
 
 

~ January  

 
 
 

~ February 

and 

March  

 
 

~ April  
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Budget Timelines and Decision Making Points 

 
In May, the Governor releases his "May Revise" with his proposed amendments for the  
development of the subsequent year's budget for the State of California. The characteristics of  
the May Revise and its impact on public education are an important guide for determining the  
direction of the following year's fiscal options. The district Governing Board will continue to  
evaluate the proposed budget for the coming fiscal year.  

 
The budget is adopted prior to July I of each year.  

 
 

In accordance with the State Constitution, the State Budget is adopted, and the process of  
closing the district's books on the prior fiscal year's revenues and expenditures begins. These  
two actions-establishment of prior-year revenues, expenses, and the district's ending balance,  
and the adoption of the State's final support levels for public education-are important steps in  
development of the final district expenditure plan.  

 
In accord with State law, the district must amend its adopted budget to reflect the State of  
California's actions within 45 days after the Governor's signature on the State Budget. This  
revision is an important step in determining the final expenditure plans for the coming fiscal  
year. Concurrently, the county superintendent's review and comments on the proposed budget  
are received by the district, and if the actions of the local agency have been disapproved by the  
county superintendent, additional review steps must be taken in the budget development.  

 
An important step in the development of the final budget is an update on the beginning fund  
balances to reflect the unaudited actuals from the closeout of the prior fiscal year that ended on  
June 30. This beginning balance, along with the revised revenues as adopted in the Governor's  
final budget, create the financial characteristics of the expenditure plan of the coming fiscal  
year.  

 
 
 
 

 

May 

 
 
 
 
 

 
 
 

~ 
 
 
 
 
 

~ August 
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Budget Timelines and Decision Making Points 

 

BUDGET MONITORING CYCLES 

 
There are two points during the fiscal year when the local agency reviews the revenues and  
expenditures to date. The First Interim Report covers the district's expenditures through October  
31, and provides projections of revenues and expenses for the balance of the fiscal year.  

 
The Governing Board receives the First Interim Report in public session and reaches a  
conclusion as to whether its fiscal condition is positive, qualified, or negative. The Interim Report  
will reflect the projected ending balance of the district for the current fiscal year based upon  
actual revenues and expenditures through October 31 and estimated actuals for the balance of  
the fiscal year.  

 
The Second Interim Report reflects actual revenues and expenditures through January of each  
year and also projects revenues and expenses through the balance of the fiscal year.  

 
The Governing Board receives the Second Interim Report and again must reach conclusions as  
to whether the district has a positive, qualified, or negative certification.  
This is the final interim review of the district's revenues and expenditures unless the Governing  
Board concludes that a "Third Interim Report" would also be helpful to the Board of Education.  

 
 

The Governing Board must also take actions to close the prior fiscal year and to review the  
district's revenues and expenditures.  

 
 

During the summer months, the district's staff closes the books for the prior fiscal year and  
develops estimated actual revenues and expense for each of the district accounts. In October, 

the final balances are reported to the State of California as part of an annual budget report. 
 
 

 

October 

 

 

 

January 

 

 

 

 

 

 

 

 

March 

 

 

 

Auditing the  

Prior Fiscal  

Year 

 
 
 

July/August 
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Budget Timelines and Decision Making Points 

 

BUDGET MONITORING CYCLES cont. 

 
The Governing Board additionally appoints an independent auditor to review the prior  
year's revenues and expenditures to develop the annual audit report and to fulfill  
obligations that are imposed on school district by an audit guide released by the California  

State Controller. In April, independent auditors begin their preliminary work on the annual  
audit and generally complete their work by the fall months. On or prior to December 15, the  
audit report is received by the Governing Board and any concerns either as part of the  
financial review or as part of the management notations are highlighted by the district's  

independent auditor. 
 
 

Copies of the district's budget materials are available to the public for review. The entire district budget, interim  
reports, and audit reports are available from the district business office, and are also available to the public at the  

time they are being considered by the Board of Education. 
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