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                 ORCUTT UNION SCHOOL DISTRICT 
           Second Interim Report Narrative 

          2014-15 
 

 
Background 

 
Education Code 42130 states that the district submit a Second Interim Report to the 
governing board of the district that covers the financial and budgetary status of the district for 
the period ending January 31, 2015.   On January 9, 2015 Governor Brown’s administration 
released its 2015-16 budget proposal, which includes significant increases over the next two 
years. The Governor continues his commitment to fiscal discipline and to the Local Control 
Funding Formula (LCFF).  Approximately $4 billion of his proposal is an ongoing 
commitment to provide LCFF gap funding to help districts meet future targets as originally 
proposed. 
 
Highlights relevant to OUSD’s budget are as follows: 
 

 K-12 Inter year Deferral Funding –Provides for the elimination of all remaining 
inter year deferrals by the end of 2014-15.  

 Gap Funding – 2015-16 LCFF gap funding percentage will increase to a current 
estimate of 32.19%. 

 Mandated Costs – Provides for one-time payment of all prior mandate costs 
reimbursement which is unrestricted with no legal obligation to provide these funds 
for Common Core, however, the Governor would like to see districts use it for 
implementing state standards.   

 Cost of Living Adjustment for Categorical Programs – Provides 1.58% cost of 
living adjustment for categorical programs that remain outside the LCFF, specifically 
in our district this includes special education and child nutrition, but not 
transportation.  
   

While discussed at length within the First Interim Report and in a separate study session with 
the Board of Trustees, LCFF and the Local Control Accountability Plan (LCAP) continue to 
be rolled out with new regulations.  This represents a fundamental shift in how school 
districts will plan and be accountable for LCFF funding for all pupils.  Full implementation is 
still anticipated to be the year 2020-21.  While revenues are growing, school districts are 
unlikely to have enough money neither to restore all the cuts made since 2007-08 nor to meet 
all the competing demands for increased spending.   
 
At this point in time, until the year 2020-21 or possibly beyond, the district will be 
transitioning between two funding methods.  Actual increases that each district and charter 
school receives will vary depending on the differences between current level of funding and 
the LCFF target that is specific to each district.  The following are our funding targets for the 
current and subsequent year, not to be confused with what we are currently receiving: 
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Grade Level 2014-15 

Target Base 

Grant 

2014-15 

Target 

GSA 

2015-16 

Target Base 

Grant 

2015-16 

Target 

GSA 

Grades TK-3 $7,012 $729 $7,122 $741 
Grades 4-6 $7,116  $7,228  
Grades 7-8 $7,328  $7,444  
Grades 9-12 $8,491 $221 $8,625 $224 

 
 

Multi-Year Assumptions 

 

Over the course of implementation, districts will receive new funding based on the difference 
(or gap) between their prior year funding level and their target LCFF funding level. Every 
district will see the same proportion of their gap closed, but the dollar amount they receive 
will vary depending on the size of their gap. 
 
With the increase in gap funding and significant one-time resources for a variety of purposes, 
this clearly demonstrates the volatility of state revenues.  Under LCFF such rapid revenue 
growth can create expenditure challenges in the future as revenues decrease and expenditure 
pressures increase due to the need to reduce class size, increased competition for salaries 
with neighboring districts along with increasing STRS and PERS contributions assumed by 
employers and employees. Our districts current projections show that while the supplemental 
dollars increase over time, the base funding decreases. The following chart shows the 
estimated future gap factors and COLA that we are using in our multi-year projections: 
 
 Actual 

2013-14 

Estimated 

2014-15 

Estimated 

2015-16 

Estimated 

2016-17 

Estimated 

2017-18 

LCFF Gap 
Funding % 

12.00% 29.15% 32.19% 11.25% 12.44% 

Annual 
COLA 

1.57% .85% 1.58% 2.17% 2.43% 

 
 
Districts will face increasing pressure to continuously improve outcomes for students related 
to the Local Control Accountability Plan (LCAP), which might require the need to reallocate 
resources if existing programs are not producing the desired results.  Each district will face 
its own particular set of educational challenges, and thus there is no “one size fits all” plan.  
 
Each district is unique, and in such a dynamic and uncertain operating environment, there are 
key aspects to maintaining fiscal solvency and protecting the integrity of educational 
programs that apply to all districts: 
 

1. Maintain adequate reserves to allow for unanticipated circumstances. 
2. Maintaining fiscal flexibility by limiting commitments to future increased 

expenditures based on projections of future revenue growth, and/or establishing 
contingencies that allow expenditure plans to be changed if needed. 
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Multi-Year projections are required for the Fiscal Year 2014-15 Second Interim Report.  
Consistently, the District uses California School Services dartboard assumptions which are a 
starting point for current and future years.     
 
Charter Schools 
 

LCFF for charter schools is largely identical to district funding, except in certain 
circumstances charter funding is constrained by factors related to the district in which the 
charter is physically located.  
 
GENERAL FUND 
 
Revenues 
The Second Interim Report reflects changes in revenues from that presented in the First 
Interim Budget for the following: 
 

 LCFF Sources         $    (25,293) 
Updated LCFF calculator, revised property tax estimate 

 Federal Revenue         $     91,240 
  Title I, Medi-Cal billing, SELPA funding model update 

 Other State Revenue         $    (55,249) 
SELPA funding model update 

 Other Local Revenue         $   196,822 
School Site revenue, Microsoft vouchers  

 
 TOTAL INCREASE (DECREASE) IN REVENUE/ 
 TRANSFERS IN         $   207,520    
 
Expenditures 
The Second Interim Report reflects changes in expenditures from that presented in the First 
Interim Budget for the following: 
 

 Certificated Salaries       $     (56,618) 
Staffing changes 

 Classified Salaries       $      (5,868) 
Staffing changes  

 Benefits       $     (18,557) 
Staffing changes 

 Books and Supplies       $      61,872 
School site budgets 

 Services                                                                                     $     389,186 
SELPA funding model, Technology, 

            School site budgets 

 Capital Outlay       $    200,466   
One-time money budgeted for technology 

 Other Outgo – Transfers of Indirect Costs       $      (4,873) 
 

 TOTAL INCREASE (DECREASE) IN EXPENSES/       $    565,608 
 TRANSFERS OUT 
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OTHER FUNDS 
 
The Charter School Fund (Fund 09) state revenue has been revised to reflect projected LCFF 
sources.  There are no significant changes to other funds. 
 
MULTI-YEAR PROJECTIONS 
 
Beginning on page 86 are the general fund financial projections for the 2015-16 and 2016-
17 fiscal years.  Projections reflect a decline of 20 students in 2015-16 and flat in 2016-17. 
 
The following are a list of assumptions used in compiling the multi-year projections: 
 
Fiscal Year 2015-16 

 Enrollment Projection:  4,492 
 Funded ADA: 4,333.32, Projected ADA: 4,314.12 
 Statutory COLA: 1.58% 
 SSC LCFF Gap Funding Percentage: 32.19% 
 Special Education COLA: 1.58% 
 Mandate Block Grant: $118,684 
 One-time Mandate Reimbursement: $776,542 
 Deferred Maintenance Funded:  $592,000 
 Post-Employment Benefits transfer for unfunded liability reserve:  $199,000 
 Facility Transfer to Special Reserve for Charter School Capital Outlay Projects:  

$59,172 
 Reserve for Economic Uncertainties:  3% 
 Health/welfare expenditures are budgeted at 2014-15 levels 
 Increase 1.0 FTE certificated teachers due to Class Size 
 Projected step and column for all units 
 Charter School Administrative Oversight and Facility fees revenue:  $1,000,000 
 Projected Increase in STRS:  $327,141 
 Projected Increase in PERS:  $39,582 
 Supplies/services/capital outlay budgets increased by projected California CPI of 2.1% 
 Facility Professional Services:  $75,000 
 LCAP Supplemental Proportionality Calculation: $1,708,666 
 Unrestricted Lottery Funds:  $128.00 per ADA 
 Restricted Lottery Funds:  $34.00 per ADA 

 
Fiscal Year 2016-17 

 Enrollment Projection:  4,492 
 Funded ADA: 4,314.12, Projected ADA: 4,314.12 
 Statutory COLA: 2.17% 
 SSC LCFF Gap Funding Percentage: 11.25% 
 Special Education COLA: 2.17% 
 Mandate Block Grant: $118,684 
 Deferred Maintenance Funded:  $592,000 
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 Post-Employment Benefits transfer for unfunded liability reserve:  $199,000 
 Facility Transfer to Special Reserve for Charter School Capital Outlay Projects:  

$59,172 
 Reserve for Economic Uncertainties:  3% 
 Health/welfare expenditures are budgeted at 2014-15 levels 
 Increase 1.0 FTE certificated teachers due to Class Size 
 Projected step and column for all units 
 Charter School Administrative Oversight and Facility fees revenue:  $1,000,000 
 Projected Increase in STRS:  $327,141 
 Projected Increase in PERS:  $114,592 
 Supplies/services/capital outlay budgets increased by projected California CPI of 2.5% 
 Facility Professional Services:  $150,000 
 LCAP Supplemental Proportionality Calculation: $1,849,906 
 Unrestricted Lottery Funds:  $128.00 per ADA 
 Restricted Lottery Funds:  $34.00 per ADA 

 
SUMMARY 
 
Based on the information in the 2014-15 Second Interim 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 2014-15, 
2015-16, and 2016-17 of 3%.   
 
Budget updates will occur on a regular basis.  The Adopted Budget Report will be presented 
to the Board of Trustees by June 30, 2015.  
 
All projections are based upon information available at this point in time and are subject to 
change, as further information is available. 
 
 
RECOMMENDATION 
 
For purpose of meeting the Second Interim Reporting Guidelines, it is recommended that the 
Board approve the Second Interim Report as presented and authorize the filing of a 
“Positive” certification with the Santa Barbara County Office of Education.  
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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, inter-fund  
     transfers out. 
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OUSD BUDGET TIMELINE 
CALENDAR 2014-2015 

 
2013-2014 

FEBRUARY 2014 
Develop 2013-2014 2nd Interim Report and 2013-2014 
Preliminary Budget Information.  

 
 

MARCH 2014  
Presentation of 2012-2013 2nd Interim Report to  
Board with preliminary projections for 2013-2014  
incorporating Governor’s proposed budget. (by  
March 15th)  

 
MARCH-APRIL 2014  

1) Discussion of Board goals and review of list of  
potential expenditure additions/reductions to 
2013-2014 budget.  

2) Review of available unallocated resources.  
3) Review of salary related requests/possibilities  

(negotiations).  
4) 2nd Period ADA report completed which locks in  

Revenue Limit Income for 2012-2013.  
 

MAY 2014 
1) Incorporate, if appropriate, any specific changes  

proposed by the Governor in his “May Revise”.  
2) Develop 2014-2015 Proposed Adopted Budget.  

 
 

JUNE 2014  
1) Provide financial statement to County Supt. of  

Schools, SPI, and State Controller as of April 30,  
projecting fund and cash balances of the district  
through June 30 (no later than June 1).**  

2) Adopt 2014-2015 Operating Budget for OUSD (no  
later than June 30, 2014).  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

**Only required if a qualified 2
nd

 Interim Report is  

filed.  

 
 
 
 
 

2014-2015 Fiscal Year  
JULY 2014 

Calculate impact of Signed State Budget Act upon  
OUSD’s Adopted Budget – due to Board within 45  
days of signing by Governor (Revised budget)  
 

AUGUST 2014  
Close books for 2013-2014 budget year  

 
 
 
 

SEPTEMBER 2014  
Present 2013-2014 Unaudited Actual financial  
information to Board no later than September 15th and  
include impact of ending balance on the 2013-2014 
Revised Budget.  

 
 
 
 
 

OCTOBER 2014  
1) Auditors review financial information for 2013- 

2014.  
2) Cal Pads enrollment count is taken and projection  

of ADA is revised if appropriate for 2014-2015.  
 

NOVEMBER – DECEMBER 2014 

1) 2014-2015 1st Interim Report Presented to Board  
within 45 days of October 31st cutoff.  

 
 
 
 
 

JANUARY 2015 
1) 2013-2014 Audit Report Presented to Board by  

January 31st.  
2) 1st period attendance information is due to State  

and another projection of ADA estimate is  
calculated for 2014-2015.  

3) Governor presents 2015-2016 budget by January  
10th  

4) 2014-2015 2nd Interim Report cut off date  
is 31st with report due within 45 days  
(March 15)  

 
FEBRUARY 2015 

Develop 2014-2015 2nd Interim Report and 2015-2016  
Preliminary Budget Information.  
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