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BUDGET NARRATIVE

The Governor released the May Revision to his January 2015-16 budget proposal on May 14, 2015. The May Revision State
General Fund revenues increased from the January proposal by $6.7 billion over the three-year forecast period: 2013-14, 2014-15
and 2015-16. K-14 schools will receive $5.5 billion of the new general fund revenue which, with the inclusion of additional local
property tax collections, produces an increase of over $6 billion in Prop. 98 funding. The Governor now estimates 2015-16 Prop.
98 spending at $68.4 billion. While most of the Governor’s spending will be targeted toward one-time investments, K-12 schools

received $2.4 billion in additional ongoing spending, most of which is directed toward 2015-16 Local Control Funding Formula
(LCFF) gap funding ($2.1 billion).

e Prop. 98 K-14 spending increases:
> $240 million in 2013-14
> $3.1 billion in 2014-15
> $2.7 billion in 2015-16

e Prop. 98 maintenance factor is reduced to $772 million by the end of 2015-16

e Funding for the LCFF was significantly increased by an additional $2.1 billion to $6.1 billion, increasing the 2015-16 gap
funding from 32.1% to 53.08%

e One-time mandate repayments are an additional $2.4 billion for a total of $3.5 billion. The governor
ascertains these one-time funds can be used to invest in professional development, new teacher induction, instructional materials

and technology expansions. These funds are considered unrestricted, but will offset any applicable mandate claim
reimbursements for LEAS.

Planning Factors for Budget Development and MYPs

Fiscal Year |

Planning Factor 2014-15  2015-16 2016-17 2017-18
COLA (DOF) 0.85% 1.02% 1.60% 2.48%
LCFF Gap Funding Percentage (SSC) 29.97%  53.08% 12.62% 18.24%
STRS Employer Rates 8.88% 10.73% 12.58% 14.43%
PERS Employer Rates (PERS Board / Actuary) 11.771% 11.847% 13.05% 16.6%
Lottery — unrestricted per ADA* $128 $128 $128 $128
Lottery — Prop. 20 per ADA* $34 $34 $34 $34
Mandated Cost per ADA/One Time Allocations (DOF) $67 $601 $0 $0
Mandate Block Grant for Districts — K-8 per ADA $28 $28 $28 $28
Mandate Block Grant for Charters — K-8 per ADA $56 $56 $56 $56
Mandate Block Grant for Charters — 9-12 per ADA $14 $14 $14 $14

June 10, 2015

Reflects information as of June 2015 Page 1



BUDGET NARRATIVE

Assumptions for the 2015-16 Budget Development

e Enrollment Projection: 4,512

e Funded ADA: 4,349.91, Projected ADA: 4,349.91
e Statutory COLA: 1.02%

e LCFF Gap Funding Percentage: 53.08%

e Categorical COLA: 1.02%

e Special Ed COLA: 1.02%

e Reserve for Economic Uncertainties: 3%

e Mandate Block Grant: $118,395

e One-Time Discretionary Funds: $2,614,296 ($601/ADA)

June 10, 2015 Reflects information as of June 2015
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BUDGET NARRATIVE

Assumptions for the 2015-16 Budget Development Continued

e Projected step and column for all units
e Increase 1.0 certificated FTE due to Class Size
e Increase 2.0 certificated FTE Special Education
e Projected Encroachments:
>  Special Education: - $2,755,638
e Supplies/services/capital outlay budgets increased by projected California CPI of 2.20%
e Lottery funds: Unrestricted: $128.00 and Restricted: $34.00
e Post-Employment Benefits funded: $221,401
e Deferred Maintenance funded: $592,000
e Home to School Transportation: - $604,007
e Special Education Transportation: - $217,436
e Routine Maintenance: - $1,204,201
o Facility Transfer to Special Reserve for Charter School Capital Outlay Projects: $60,664
e Charter School Administrative Oversight and Facility fees revenue: $1,000,000
o Health/welfare expenditures are budgeted at 2014-15 levels
e Projected Increase in PERS: $ 3,698 11.847% - Employer Rate
e Projected Increase in STRS: $315,758 10.73% - Employer Rate

June 10, 2015 Reflects information as of June 2015
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BUDGET NARRATIVE

Assumptions for the 2015-16 Budget Development Continued

e Instructional Materials Adoption: $2,000,000

e Local Control Accountability Plan (LCAP) budgeted expenditures included in this fiscal year.

June 10, 2015 Reflects information as of June 2015
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BUDGET NARRATIVE

2015-16 Revenues

The Adopted Budget Report reflects changes in revenues from that in the Estimated Actuals
Budget for the following:

LCFF Sources $3,290,415
Federal Revenue (127,091)
Other State Revenue 2,132,085
Other Local Revenue (602,339)

TOTAL INCREASE (DECREASE) IN REVENUES $4,693,070

June 10, 2015 Reflects information as of June 2015
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BUDGET NARRATIVE

Assumptions for the 2015-16 Budget Development Continued

2015-16 Expenditures
The Adopted Budget Report reflects changes in expenditures from that in the Estimated Actuals

Budget for the following:

Certificated Salaries $ 750,645
Classified Salaries (37,611)
Benefits 549,123
Books and Supplies 88,521
Services (510,515)
Capital Outlay (1,257,930)
Other Outgo — Transfers of Indirect Costs (8,767)

TOTAL INCREASE (DECREASE) IN EXPENSES  $ (426,534)

June 10, 2015 Reflects information as of June 2015
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BUDGET NARRATIVE

OTHER FUNDS
The Charter School Funding was increased by the statutory COLA of 1.02% & LCFF
Gap Funding Percentage of 53.08%.

The Other Funds of the district are substantially unchanged from that presented in the Second
Interim Budget.

June 10, 2015 Reflects information as of June 2015 Page 7



BUDGET NARRATIVE

ULTI-YEAR PROJECTIONS

Beginning on page 111 are the general fund financial projections for the 2016-17 and 2017-18 fiscal
years. The Governor’s 2015-16 May Revision reflects a COLA of 1.60% in 2016-17 and 2.48% in
2017-18. Projections reflect flat student enrollment in 2016-17 and 2017-18.

Potential decline in funding from the elimination of proposition 30 is not reflected in the multi-year
projections as there is a possibility that the economy will improve to mitigate the loss or that the State
finds other sources of revenue.

The Local Control Accountability Plan expenditures are reflected in 2016-17 and 2017-18.

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.

June 10, 2015 Reflects information as of June 2015
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BUDGET NARRATIVE

Fiscal Year 2016-17 Assumptions

®  Enrollment Projection: 4,512
e Funded ADA: 4,349.91, Projected ADA: 4,349.91

e COLA:1.60%

e LCFF Gap Funding Percentage: 12.62%

e Categorical COLA: 1.60%

e Special Ed COLA: 1.60%

e Mandate Block Grant: $118,395

e Reserve for Economic Uncertainties: 3%

e Projected step and column for all units

e Increase 3.0 certificated FTE due to class size

e Supplies/services/capital outlay budges increased by projected California CPI of 2.4%
e Post-Employment Benefits transfer for unfunded liability reserve: $221,401

e Deferred Maintenance Funded: $592,000

o Facility Transfer to Special Reserve for Charter School Capital Outlay Projects: $60,664
e Lottery funds: Unrestricted $128.00 and Restricted $34.00

e Charter school administrative oversight and facility fees revenue: $1,000,000

o Health/welfare expenditures are budgeted at 2014-15 levels

e  Projected Increase in PERS: $58,540 13.05% - Employer Rate

e Projected Increase in STRS: $315,758 12.58% - Employer Rate

June 10, 2015 Reflects information as of June 2015 Page 9



BUDGET NARRATIVE

Fiscal Year 2017-18 Assumptions

e Enrollment Projection: 4,512

e Funded ADA: 4,349.91, Projected ADA: 4,349.91

e Net Funded COLA: 2.48%

e LCFF Gap Funding Percentage: 18.24%

e Categorical COLA: 2.48%

e Special Ed COLA: 2.48%

e Reserve for Economic Uncertainties: 3%

e Mandate Block Grant: $118,395

e  Projected step and column for all units

e Increase 1.0 certificated FTE due to class size

e Loss of Grade Span Adjustment Revenue: $278,367

e  Supplies/services/capital outlay budgets increased by projected California CPI of 2.6%
e  Post - Employment Benefits Funded: $221,401

e Deferred Maintenance Funded: $592,000

e Facility transfer to Special Reserve for Charter School Capital Outlay Projects: $60,664
e Lottery funds: Unrestricted $128.00 and Restricted $34.00

e  Charter school administrative oversight & facility fees revenue: $1,000,000

e  Assumes health/welfare expenditures budgeted at 2014-15 levels

e  Projected Increase in PERS: $172,749 16.60% - Employer Rate

e Projected Increase in STRS: $315,758 14.43% - Employer Rate

Page 10



BUDGET NARRATIVE

June 10, 2015 Reflects information as of June 2015

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 2014-15 Estimated Actuals will
not be finalized until mid-August and the 2015-16 revenues will most likely change when
the State budget act is signed.

SUMMARY

Based on the information in the 2015-16 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 2015-16,
2016-17, and 2017-18.

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.

Page 11



General Fund Revenues Comparison, Unrestricted & Restricted, FY 2014-2015/ FY 2015-2016

General Fund Revenues
Adopted Budget 2015-16

General Fund Revenues
Estimated Actuals 2014-15

$37,912,713 $42,099,062
Local,
Federal, State, Local, State, $1,116,425,
$1,485599,  $3456,890, $1,718,764, Federal, $5,588,975, 3%
4% 9% 5%  Other $1,358,508 13% Other
Financing, 3% Financing,

\

$18,000,
0%

$524,721,
1%

LCFF, LCFF,
$30,726,739, $34,017,154,
81% 81%

General Fund Revenues 2014-2015 General Fund Revenues 2015-2016
(In Millions) (In Millions)
LCFF 30.73 LCFF 34.02
Federal 1.49 Federal 1.36
State 3.46 State 5.59
Local 1.72 Local 1.12
Other Financing 0.52 Other Financing 0.02
Total Revenues 37.92 Total Revenues 4211
Beginning Balance 5.50 Beginning Balance 3.04
Total General Fund $ 43.42 Total General Fund $ 4515

‘
June 10, 2015 Reflects information as of June 2015
Page 12



General Fund Expenditures Comparison, Unrestricted and Restricted, by Object FY 2014-2015/ FY 2015-2016

Total Expenditures by Obiject,
Estimated Actuals 2014-2015

$ 40,368,360
Cortificated Certificated
eS;IIaIrCiZSe Management,
’ 1,917,525,
$16,284,740, ’ 9

Total Expenditures by Object,
Adopted Budget 2015-2016

$ 39,941,826
Certificated Certificated
Salaries Management,
$16,970,939, $1,981,971,

5%

(o]
40% i 42%
) CIaSS|f|ed 0 Classified
Salaries, Salaries
Other 56,068,429, $6,030,818
15% Other e !
Uses, Uses 15%
496,817, i
> 1% $488,050,
° 1%
Employee
Facility/ Benefits, Facility/ EBmplc?;ee
Capital . 7,287 666 Capital Outay, enetits,
| Services/ »7,287,666, P V'L sebvices/ Books/ $7,836,789,
Outlay, Operating 18% $263,570, . ) o
$1,521,500 , Exp Books/ 1% Operating Supplies, 20%
4% $3,621,083 supplies, P P2z
’ 90/1 ’ $3,170,600, S3,110,568 ’ 8%
’ 8% 8%
General Fund Expenditures by Object General Fund Expenditures by Object
(In Millions) (In Millions)
Certificated Salaries 16.3 Certificated Salaries 17.0
Certificated Management 1.9 Certificated Management 2.0
Classified Salaries 6.0 Classified Salaries 6.0
Employee Benefits 7.3 Employee Benefits 7.8
Book Supplies 3.2 Book Supplies 3.3
Senice/Operating Exp. 3.6 Senice/Operating Exp. 3.1
Facilities/Capital Outlay 1.5 Facilities/Capital Outlay 0.3
Other Uses 0.5 Other Uses 0.5
Total Expenditures $ 40.3 Total Expenditures $ 40.0

June 10, 2015

Reflects information as of June 2015
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General Fund Expenditures Comparison, Restricted & Unrestricted, by Function FY 2014-2015/ FY 2015-2016

General Fund Expenditures by Function
Estimated Acturals 2014-2015
$40,368,360

Instruction,
$26,940,470,
67%

Other
Uses,
$555,664,
1%

Plant Services,
$3,957,323,
10%

General Support,

Administration,

Instruction

Pupil $4,600,484 ,

Other
Uses,
$555,664 ,
1%

Plant Services,

$3,769,610,
10%

General Fund Expenditures by Function
Adopted Budget 2015-2016
$39,941,826

Instruction,
$26,789,116,
67%

Instruction
Support,
Pupil $4,904,991,

General

$1,035,951, Cgmm.“”“y Ancillary ervices, 11%
39% ervices, Services, $2,281,783,
$916,286, $80,399, 6%
2% 0%
General Fund Expenditures, by Function
(In Millions)

Instruction 26.9
Instruction Support 4.6

Pupil Senices 2.3
Ancillary Senvices -
Community Senices 0.9
General Administration 1.0

Plant Senvices 4.0
Other Uses 0.6

Total Expenditures $ 40.3

Administration, ervices,  12%
5965;/10 60, Community g;rcv':'cae;y $2,o790,335,
Services, $68.088 5%
$812,863, (')% ’
2%
General Fund Expenditures, by Function
(In Millions)
Instruction 26.8
Instruction Support 4.9
Pupil Senvices 21
Ancillary Senvices -
Community Senrvices 0.8
General Administration 1.0
Plant Senices 3.8
Other Uses 0.6
Total Expenditures $ 40.0

June 10, 2015

Reflects information as of June 2015
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District Reserves and Net Ending Balances 2000-01 to 2015-2016

$7,700,000

DISTRICT RESERVES AND ENDING BALANCE

$7,000,000

$6,300,000

$5,600,000
$4,900,000

$4,200,000

$3,500,000

$2,800,000

$2,100,000

$1,400,000

$700,000
S-

2000-01 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

W Unrestricted [ Restricted

Source: Unaudited Actuals

Revolving Cash

Stores

Prepaid Expense

All Others

General Reserve
Legally Restricted
Economic Uncertainties
Unrealized Gains

Other Assignments
Undesignated Amount
Unappropriated Amount

Net Ending Balance Components
2014-15 2015-16
2013-14 - —
Estimated Projected
15,500 15,500 15,500
13,927 13,927 13,927
27,960 27,960 -
1,686,185 - -
1,047,556 1,211,051 1,198,255
2,702,138 20,000 3,967,173
1,749,181
5,493,266 3,037,619 5,194,855

June 10, 2015

Reflects information as of June 2015
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Attendance History and Projections, 2005-2006 to 2017-2018

Enrollment/ADA History and Projection
4,742 4,750
4,607
4,560
4,556 4,512 4,512 4,512 4,512
4,387 4,400
4,380 4,350 4,350 4,350 ,350
4,223 | 4,228 |4241
2005-06 2007-08 2009-10 2011-2012 2013-2014 2015-2016 2017-2018
Projected Projected
M Enrollment ™ ADA
*P2 Data June 10, 2015 Reflects information as of June 2015
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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, 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.

Early July or
August

Early August

Fall Months

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.
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School District Budgets are Not Static Documents

CYCLE OF BUDGET CHANGES

Late Summer,
Fall, or Winter

Early January

September,
October,
January, and
Springtime

March

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 LCFF
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.

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

~ December

~ January

~ February
and
March

~ April

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.
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Budget Timelines and Decision Making Points

~ May 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.

~June The budget is adopted prior to July 1 of each year.

In accordance with the State Constitution, the State Budget is adopted, and the process of

~ July 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

~ August 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.
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Appendix
Budget Timelines and Decision Making Points

BUDGET MONITORING CYCLES

>October 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.

»January

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.

»March 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.

Closing and
Auditing the
Prior Fiscal
Year

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,
» July/August

the final balances are reported to the State of California as part of an annual budget report.
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Appendix
Budget Timelines and Decision Making Points

BUDGET MONITORING CYCLES cont.

> December

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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