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Background 

Education Code 42130 provides that the district submits a First Interim Report to the governing board of the 
district that updates the financial and budgetary status of the district for the period ending October 31, 2016.  
Furthermore, the governing board must certify the financial status of the district. The recommendation to the 
board is to adopt the First Interim Report with a Positive Certification.  

Local Control Funding Formula (LCFF) 

The LCFF is intended to provide a funding mechanism that is simple and transparent while allowing local 
educational agencies (LEA’s) maximum flexibility in allocating resources to meet local needs.  Essentially, 
funding is based on average daily attendance with different grade span adjustments for TK-3rd, 4th-6th, 7th-
8th and 9th-12th.  Additional supplemental and concentration dollars are generated by students who are English 
language learners, foster youth or economically disadvantaged.  These students can only be counted once as 
funding is based on an unduplicated count. Supplemental grants are generated with an additional 20% of Base 
Grade Span for percentage of unduplicated students. Concentration grants are calculated at 50% of Base Grade 
Span for percentage of unduplicated students above 55%. While our district does receive additional 
supplemental funding, we do not qualify for any concentration funding. 
 
We use a combination of calculations using the FCMAT calculator in combination with School Services of 
California for guidance as per their dartboard. Because future LCFF funding is entirely at the discretion of the 
legislature and the governor, districts need to be cautious about committing future expenditures based on 
current gap funding projections. 
 
Local Control and Accountability Plans (LCAP) 

Effective 2014/2015, the LCFF requires local accountability plans in shifting control of the District budget 
from the state to the local level. A Local Control and Accountability Plan must be adopted by June 30th 
prior to the fiscal year for which it is created. Plans must be aligned and adopted with the district’s budget 
beginning with fiscal year 2014/2015 and meet certain criteria referenced in law.  Our district is compliance 
with this requirement and we are proud of our comprehensive LCAP and how its implementation is serving our 
students.   
 
Education Protection Account (EPA) 

The EPA provides local educational agencies with general purpose state aid funding pursuant to Proposition 30 
that was approved by the voters November 6, 2012.  These taxes are set to expire as follows: 
 
 2016, additional ¼ cent sales tax expires 
 2018, increase to personal income tax for high income earners expires 
     
  With the recent passage of Proposition 55, the personal income tax for high income earners that was   
originally scheduled to expire in 2018, is now extended to 2030. Although this is good news for funding for 
school districts, it is difficult to quantify the impact that will occur in 2018. 
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Reserves 

County Offices of Education, School Services of California, the California Association of School Business 
Officials and the Fiscal Crisis Management Advisory Team continue to emphasize the need for reserves far in 
excess of the minimum reserve requirements.  The experience of the past seven years clearly demonstrated 
these minimum levels were not adequate to protect educational programs from severe disruption in an 
economic downturn.  The typical 3% reserve minimum represents less than two weeks of payroll.  There are 
many reasons to maintain higher reserve levels including, but not limited to: 
 

 Protection against exposure to significant one-time outlays such as natural disasters, lawsuits or 
unforeseen building and/or equipment needs 

 Protection against volatility of state revenues 
 Flexibility to absorb unanticipated expenses without significant disruption to educational programs 
 Protection against the cost of borrowing cash 
 Protection against declining enrollment 
 Planning for major projects such as technology infrastructure upgrades and deferred maintenance 
 Flexibility to shift resources as priorities set through the LCAP process 
 

The revenue model of the State of California is volatile and as we’ve experienced in the recent past when state 
revenues drop suddenly, the legislature reduces funding to K – 12 Education.  Volatility of funding is one of 
the most compelling reasons for carrying a significantly higher reserve level than the statutory 3% minimum.     
 
Multi-Year Assumptions 

Multi-year projections are required for most all fiscal benchmarks.  Nearly all school districts in California use 
California School Services (SSC) dartboard assumptions which are a starting point for current and future years.   
The FCMAT calculator is an additional tool regarding LCFF projections as a basis to compare with SSC.  Our 
district is a lower revenue LCFF district which means some of our neighboring districts receive more revenue 
per student than we do.   
 
Our district also recognizes the risks of economic conditions that require us to look at many possibilities 
regarding education funding.  Future expenditure uncertainty may arise from the following: 
 

 Rising costs of STRS and PERS 
 The dependence of LCFF entitlements on shifting eligible pupil counts at various grade levels 
 Continued changes in legislative mandates 
 Pressure on labor costs that are complicated by the fact that districts in the same labor     
     market may receive significantly different year over year funding increases 
 Changing expenditure requirements as a result of LCAP development 

 
At this time, and for the next four years, districts 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. 
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GENERAL FUND 

 

Revenues 
The First Interim Report reflects changes in revenues from that presented in the Adopted 
Budget as follows: 
 

 LCFF Sources 
 

$     17,480 
 

$   196,635  Federal Revenue 
Title I increase and carryover  

   Other State Revenue 

 

$  (100,905) 
   Decrease in “One-time” funding  

 
 

  Other Local Revenue   
 

$     15,374 

TOTAL INCREASE (DECREASE) IN REVENUE/ 
TRANSFERS IN $  128,584 
 
Expenditures 
The First Interim Report reflects changes in expenditures from that presented in the Adopted 
Budget as follows: 

 

 Certificated Salaries $ (491,063)   
Attrition savings, no FTE increase 

 Classified Salaries $      3,475  
 Benefits $    (1,357)   

     Books and Supplies                                                                   $  (16,074)  

Services                                                                                      $ 337,480   
              Speech/OT Contracts, Site carryover 

   Capital Outlay 
 Special Ed. bus purchase              
                                
 
 
 
 
 
 
 
 

        $ 117,031 

 

TOTAL INCREASE (DECREASE) IN EXPENSES/  $(50,508) 
TRANSFERS OUT 

OTHER FUNDS 
The Charter School Fund (Fund 09) LCFF sources have been revised to reflect projected LCFF 
sources. 
 

The Child Nutrition Fund (Fund 13) reflects deficit spending of approximately $41,000. As we continue to 
refine this budget and how we deliver healthier and more efficient meals to our students, we expect this deficit 
to be substantially reduced or eliminated by Second Interim. 
 
MULTI-YEAR ASSUMPTIONS 

Beginning on page 91 are the General Fund financial projections for the 2015-16 and 2016-17 fiscal 
years.  Projections reflect flat student enrollment in 2016-17 and 2017-18. 
 

The following are a list of assumptions used in compiling the multi-year projections: 
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          MULTI YEAR ASSUMPTIONS 
 2016-17 2017-18 2018-19 2019-20 2020-21 
 
Enrollment Projections 

 
4,494 

 
4,494 

 
4,494 

 
4,494 

 
4,494 

Funded ADA 4,317.21 4,317.21 4,317.21 4,317.21 4,317.21 
Projected ADA 4,327.84 4,327.84 4,327.84 4,327.84 4,327.84 
Unduplicated Pupil Count  46.08%  46.08% 46.08%  46.08%  46.08% 

 
SSC LCFF Gap Funding 

 
54.18% 

 
19.3% 

 
34.25% 

 
36.74% 

 
 0.0% 

 
Special Education COLA 

 
0% 

 
1.11% 

 
2.42% 

 
2.67% 

 
0% 

 
Mandate Block Grant 

 
$121,341 

 
$121,341 

 
$121,341 

 
$121,341 

 
$121,341 

 
One-Time Discretionary Grant 

 
$926,158 

 
0 

 
0 

 
0 

 
0 

Unrestricted Lottery Funds per ADA $140 $140 $140 $140 $140 
 
Restricted Lottery Funds per ADA 

 
$41 

 
$41 

 
$41 

 
$41 

 
$41 

Charter School allowable fees $1,275,000 $1,175,000 $1,175,000 $1,175,000 $1,175,000 

Additional Base Grant $1,025,048 $101,916 $621,813 $768,506   $0 

Additional Supplemental Grant  $469,569 $83,277 $143,902 $130,791        $0 

Projected step and column for all units $341,522 $346,166 $350,874 $355,646 $360,483 
 
 
Projected STRS contribution 

$2,612,644 
      12.58% 

$2,996,856 
     14.43% 

$3,381,068 
     16.28% 

$3,765,280 
     18.13% 

$3,966,732 
     19.10% 

 
 
Projected PERS contribution 

$778,742 
   13.89% 

$869,007 
   15.50% 

$958,711 
   17.10% 

        $1,042,808 
   18.60% 

       $1,143,725 
            19.80% 

Health/Welfare budgeted @ 2016-17 
levels $4,194,858 $3,872,029 $3,872,029 $3,872,029 $4,000,029 

Increase of certificated FTE due to 
Class Size 0 3.0 0 0 8.0 

Post-Employment Benefits Transfer $221,401 $221,401 $221,401 $221,401 $221,401 
 
Textbook Adoptions 0 $1,000,000 $1,000,000 0 0 

Deferred Maintenance $592,000 $592,000 $592,000 $592,000 $592,000 
Facility Improvements $75,000 $75,000 $75,000 $75,000 $75,000 
Facility Transfer for Charter School 
Capital Outlay $  60,664 $  60,664 $  60,664 $  60,664 $  60,664 
California CPI applied to 
Supplies/Services 

 
 2.26% 

 
 2.39% 

 
 2.46% 

 
2.63% 

 
2.36% 

 
Reserve for Economic Uncertainties 

 
3% 

 
3% 

 
3% 

 
3% 

 
3% 

 
SUMMARY 

Based on the information in the 2016-17 First 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 2016-17, 2017-18, and 2018-19 of 3%. 
 
All projections are based upon information available at this time and are subject to change, as economic 
conditions change and further information is available. 
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