
 
 
2021-22 Second Interim Report 
Budget Narrative 
 
 
 
The following narrative is in accordance with AB 1200 and AB2756, which require projections for the 
current fiscal year and two budget years in the future.  Two major criteria are positive cash and positive 
fund balances at the end of the fiscal year.   
 
If a district indicates that either of these qualifications cannot be met, then the district has a qualified 
certification (the district may not meet its financial obligations for the current fiscal or subsequent two 
fiscal years) or negative certification (the district will be unable to meet its financial obligations for the 
remainder of the fiscal year or for the subsequent two fiscal years).  In accordance with AB2756, 
Qualified and Negative Certification districts must wait for County Office of Education review before the 
Board of Trustees can act to ratify bargaining unit tentative agreements.  
 
Based on the current assumptions and projections, the District will file a Positive Certification for the 
2021-22 Second Interim Budget.   
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FINANCIAL HIGHLIGHTS 
 
The Second Interim Budget was revised to reflect local adjustments since the First Interim budget, such 
as updated enrollment projections, and the multi-year projections reflect the Governor’s proposed state 
budget for 2022-23. The Second Interim’s budgeted expenditures also reflect staffing changes, new 
expenditures and other operational changes.   
 
Key financial highlights for the 2021-22 General Fund Budget are as follows: 
• LCFF entitlement COLA is 5.07%. 
• LCFF Entitlement per average daily attendance is $9,745. Supplemental services must be provided at 

a rate of $738 per ADA, and the remaining LCFF funding for general purpose at $9,007 per ADA.  
• LCFF funded average daily attendance (ADA) of 9,445.14, including district students in county special 

education programs, is based on the certified 2019-20 Period 2 (P-2) attendance. The 2020-21 
enrollment/attendance factor was not used due to COVID-19 closure and distance learning model.  

• Supplemental Grant is per Unduplicated Count of 42.93% of total district enrollment, three-year 
average from 2019-20 through projected 2021-22. The District is required to increase or improve 
supplemental services by at least 8.59% in accordance with the board adopted 2021-22 LCAP. 

• Lottery allocations, unrestricted and restricted, of $228 per ADA  
• Special Education state allocation of $715 per ADA 
• One-time $14.0 million in Federal one-time revenue under the CARES, CRRSA and ARP Act, including 

the Elementary and Secondary School Emergency Relief (ESSER) I, II, III, and Governor’s Emergency 
(GEER) funds.   

• One-time State In-Person Instruction (IPI) grant and Special Ed Learning Loss and Alternative Dispute 
grants in the amount of $1.6 million and $854 thousand, respectively 

• For 2021-22 Second Interim, the District has factored in additional new one-time $2.2 million from 
Expanded New Learning Opportunities Program and $2.0 million from Educator Effectiveness Funds 

• Aforementioned one-time funds are restricted to activities supporting distance learning, mitigating 
learning loss, providing access to meals, supporting student mental and emotional health, and 
cleaning facilities in response to the COVID pandemic. 

• Total combined general fund revenues exceed expenditures and other uses by $1.3 million.  
• Unrestricted General Fund balance is projected to be at $10.0 million at end of 2021-22. Excluding 

the $4.2 million (3% of total general fund expenditures) required for economic uncertainties and 
$5.7 million in non-spendable and other assignments, the unappropriated ending fund balance is 
$14 thousand. 

 
GENERAL FUND 
 
The general fund is the main operating fund of Oak Grove School District, used to account for all 
activities except those that are required to be accounted for in another fund.  All of the District’s 
activities are reported in the general fund unless there is a compelling reason to account for an activity 
in another fund.  
 
Oak Grove is a state funded school district, which means that the District operates under general-
purpose Local Control Funding Formula (LCFF) established by the State Legislature in 2013.  Increase in 
LCFF funding is set by a statutorily determined Cost of Living Adjustment (COLA) plus Gap Closure 
Percentage during the transition years.  LCFF revenue “Target” is calculated by a complex formula based 
on average daily attendance (ADA) by grade level multiply by each entitlement component of (1) Base 
Grant, (2) Grade Span entitlement for grades TK-3 (formerly Class Size Reduction), (3) Supplemental 
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Grant for the Unduplicated Count Percentage*, (4) Concentration Grant for the Unduplicated Count 
Percentage, plus add-ons for Targeted Instructional Improvement Block Grant (TIIG) and Transportation 
Grant. In 2021-22, the District is budgeted to receive 100.0% of LCFF entitlement target. 
 

 
* note: Unduplicated Count Percentage is the unduplicated count of students eligible for Free and 
Reduced Price Meals, English Learners, and Foster Youth as a percentage of total district enrollment. 
LCFF calculator uses a rolling three-year average rate. 
 
In addition to LCFF income, the District receives federal and state revenues for categorical programs.  
These categorical resources are highly restricted and expended per the guidelines provided for each 
program. Local revenues include property parcel taxes, leases and rentals, interest income, and 
miscellaneous local sources. 
 
Unrestricted General Fund revenues accounted for $99.0 million (69.4%) of total combined general fund 
revenues of $142.8 million, including one-time CARES Act funds and excluding Transfers-In.  LCFF 
revenues available for general purpose are approximately 59.6% of total combined general fund 
revenues. 
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The District’s expenditures are primarily to provide classroom instruction, student intervention, or 
instructional support.  Administrative and support services are in accordance to requirements or 
mandates by California Education Code, and other federal and state regulations.  Employee salaries and 
benefits take up approximately 70.3% of total general fund expenditures. 
 

 
 
Another way to look at General Fund expenditures is by total program costs. Total Unrestricted General 
Fund expenditures and transfers out accounted for $69.5 million (49.1%) of the $141.5 million in total 
combined general fund expenditures and transfers-out.  
 

 



 

P a g e  5 | 15 
 

2021-22 SECOND INTERIM BUDGET NARRATIVE 

CHANGES IN THE GENERAL FUNDS AT SECOND INTERIM 
 

 
 

Total revenues increased by $6.3 million, from $136.5 million at First Interim to $142.8 million at Second 
Interim as follows: 
 

• LCFF revenues decreased by $395 thousand as a result of revised UPP % decrease in 21-22. 
• Federal revenues decreased by $35 thousand to reflect revised allocations  
• State revenues increased by $4.9 million to reflect new state grants, such as $2.2 million for the  

Expanded Learning Opportunities Program (ELOP) and $287 thousand for Universal , as well as 
adjustments $150 thousand to Lottery and $127 thousand to After School Education and Safety 
Program (ASES). 

• Local revenues increased $1.8 million to reflect revised allocations of local grants and 
donations, lease and interest revenues, one time local grant including Redevelopment District 
Agency (RDA) distribution of $1.7 million, $273 thousand from the Federal Emergency 
Connectivity Fund (ECF) Award Reimbursement, and $69 thousand in other local donations. 

 
Total expenditures increased by $3.0 million, from $138.5 million at First Interim to $141.5 million at 
Second Interim to reflect adjustments in programs as follows: 
 

• Employee Salaries and Benefits increased by $24 thousand to reflect individual adjustments in 
step and column and benefit rates. 

• Books and Supplies increased by $158 thousand and Services and Other Operating Expenditures 
increased by $2.7 million to budget for the new State revenues mentioned above. 
 

Combined General Fund 
2021-22

Second Interim
2021-22

First Interim
 Budget
Change 

 Percentage
Change 

Beginning Fund Balance  $        18,782,612  $     18,782,612                     -   0.00%

LCFF Sources 97,057,949$        97,453,435$      (395,486)        -0.41%
Federal Revenues 19,171,784$        19,207,327$      (35,543)          -0.19%
State Revenues 16,671,728$        11,730,496$      4,941,232       42.12%
Local Revenues 9,902,792$          8,062,358$        1,840,434       22.83%
Total Revenues 142,804,254$      136,453,616$    6,350,637       4.65%

Salaries and Benefits 99,354,199$        99,329,903$      24,297            0.02%
Books and Supplies 13,312,264$        13,153,928$      158,336          1.20%
Services and Other Operating Expenditures 21,992,303$        19,238,113$      2,754,190       14.32%
Capital Outlay & Other Outgo 6,965,723$          6,949,826$        15,898            0.23%
Indirect Costs (203,447)$            (203,213)$         (234)               0.12%
Debt Service 47,249$               44,425$             2,824              6.36%
Total Expenditures 141,468,291$      138,512,981$    2,955,310       2.13%

Transfers In & Other Sources -$                     -$                  -                 0.00%
Transfers Out & Other Uses -$                     -$                  -                 0.00%
Total Transfers & Other Sources/Uses -$                     -$                  -                 0.00%

Net Change to Fund Balance 1,335,963            (2,059,365)        3,395,328       -164.87%

Ending Fund Balance 20,118,574$        16,723,247$      3,395,328       20.30%

Components of Ending Fund Balance:

Legally Restricted 10,125,398$        6,453,370$        
Reserve for Non-Spendables 2,512,892            2,447,194          
Committed and Assigned 3,221,973            -                    
Reserve for Economic Uncertainties (3%) 4,244,049            4,155,389          
Unallocated Fund Balance 14,262$               3,667,293$        
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DEMOGRAPHICS AND DATA 
 
ENROLLMENT 
 
Student enrollment for the District last peaked in 2006-07 at 11,899, and has been in a decline since.  In 
addition to families moving out of the area, the overall birthrate for the region has been declining. The 
several new major density housing developed within district boundaries since 2013 have not generated 
the expected increase in student count. The District commissioned an enrollment analysis report every 
year to update the projection numbers. Enrollment projections through 2023-24 are per the 
demographer’s report dated February 17, 2022. 
 

 
 

While total enrollment continues to decrease, the number of students needing specialized services has 
remained relatively the same and therefore, the ratio of special needs students as a percentage of total 
enrollment has grown. Consequently, the cost of Special Education has grown disproportionally to 
General Education. See the Special Education section for further discussion. 
 
As a result of COVID-19 pandemic and the transition to Distance Learning, attendance reporting was 
suspended for school year 2020-21. Therefore, LCFF entitlement for 2021-22 is based on the attendance 
reported for 2019-20. The combined enrollment loss in 2019-20 and 2020-21 will impact LCFF allocations 
in 2022-23. Over the past three years, the District has lost $13.8 million cumulatively as a result of 
enrollment loss.  
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STAFFING 
 
Class sizes across the district for 2021-22 are as follows:  
 Grade TK-3 24:1 (lowered from 27 in 2015-16 and 29 in 2012-13) 
 Grade 4-8 32:1 
 Special Day Class (SDC) PK-6 12:1 (maximum) 
 
There are very minor changes staffing from First Interim to Second Interim as positions are aligned to 
programs.  Net change is an increase of 0.49 FTEs in the combined General Fund (see chart below). 

 

 
 
EMPLOYEE BENEFITS 
 
The District has not settled with the labor units for 2021-22 as of the Second Interim Budget. The District 
pays approximately 80% of employee health benefit costs on average. As the state restored funding cuts 
made from 2007-08 through 2012-13 by implementing LCFF in 2013-14, much of the benefits from 
increased revenues were nullified by increased pension costs. The cost of CalSTRS has almost double 
from 8.25% in 2013-14 to 16.92% in 2021-22, and CalPERS cost increased by more than half from 
11.442% in 2013-14 to 22.91% in 2021-22. These rates are expected to increase annually on schedule as 
per the chart below. 
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INDIRECT COST 
 
Indirect costs are those costs of general management that are district-wide. General management costs 
consist of expenditures for administrative activities necessary for the general operation of the district 
(e.g., accounting, budgeting, payroll preparation, personnel management, purchasing, and centralized 
data processing).  The district is allowed to recover administrative costs from federal and state 
categorical programs without having to time-account for the general administrative support provided to 
each program by applying the approved indirect cost rate. 
 
OGSD’s 2021-22 approved indirect cost rate for allowable categorical programs is 6.71% and 5.00% for 
Child Nutrition Services.  However, some federal categorical programs only allow the district to recover 
up to 2% in indirect costs. The indirect cost rate for CNS is determined by the federal government, but 
the district’s indirect cost rate is a calculation of prior year’s administrative cost as a percentage of direct 
costs. The 2021-22 rate is a significant decrease from the high rate of 9.17% in 2012-13. This reflects the 
District’s reduction of overall administrative services, and investments in direct services supporting 
instruction and student success. 
 
For 2021-22, the Unrestricted General Fund is projected to recapture $2.8 millions of indirect costs from 
the categorical programs and $203 thousand from Child Nutrition Services.  Actual amounts recaptured 
may be less than projected since indirect costs are a function of actual restricted program expenditures. 
 
GENERAL FUND - UNRESTRICTED 
 
It is important to note that the Unrestricted General Fund accounts for all of the District’s instructional 
and operational activities, plus contributions to the restricted programs when costs of the mandated 
activities exceed resources.  In addition, the required 3% reserve for economic uncertainties comes from 
unrestricted fund balance. 
 
The District’s LCFF funding is accomplished by a mix of (1) local property taxes and (2) State 
apportionments.  Generally, the State apportionments amount to the difference between the District’s 
LCFF Entitlement and the local property tax revenues.  LCFF funding, including Supplemental Revenues, 
accounts for approximately 92.9% of total unrestricted revenues (and 64.5% of total combined general 
fund revenues). 
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Unrestricted General Fund’s Beginning Fund Balance is $9.6 million, and Ending Fund Balance is 
expected to be $10.0 million.  Of the $10.0 million, approximately $4.2 million of the unrestricted ending 
balance (3% of total general fund expenditures) must be set aside for economic uncertainties. Total 
encumbrances and obligations, and other assignments are projected at $5.7 million, including reserve 
for collective bargaining settlements. The resulting undesignated ending fund balance is $14 thousand.   
 
SUPPLEMENTAL SERVICES 
 
The District receives Supplemental revenues as part of the LCFF calculation, based on unduplicated 
count of English Learners, Free and Reduced, and Foster Youth. The District’s Local Control 
Accountability Plan (LCAP) must demonstrate that supplemental services are provided for these 
students above the basic services provided for all students. Supplemental expenditures budget at 
Second Interim is $7.0 million. 
 
TRANSPORTATION 
 
Effective fiscal year 2013-14 with the implementation of LCFF, Transportation funding is no longer a 
restricted state categorical program. State funding for student transportation is now included in LCFF 
entitlement calculation in the amount of $1,273,198 without annual COLA increases. School districts are 
required to expend a minimum of the funding amount on transportation. 
 
The District currently runs 23 routes to transport special education students both within the district and 
to programs outside district boundaries.  Approximately 195 special education would be transported 
daily. The projected net costs of the transportation program is as follows. 
 

Home-to-School Transportation $ 0 
Special Education Transportation  3,214,580 
Total Transportation Program Cost $ 3,214,580 
     State Funding Revenues $ 1,273,198 
Net Transportation Program Cost $ 1,941,382 

 
CONTRIBUTIONS TO RESTRICTED PROGRAMS 
 
Contributions to Restricted Programs represent transfers from Unrestricted General Fund to 
underfunded programs such as Special Education and the Solar Program. This category also includes the 
required set aside for Routine Restricted Maintenance.  Total net contributions from Unrestricted 
General Fund are projected at $22.2 million for 2021-22. See below for discussions on the contributions 
to Routine Restricted Maintenance and Special Education.  
 
TRANSFERS-OUT 
 
While the District continues to provide take away meals for our students and communities, the number 
of meals distributed were drastically reduced compared to prior year. At the time of Budget Adoption, 
the General Fund expected to supplement Child Nutrition Services (CNS) Fund by $19 thousand. Meal 
service has increased since the start of the school year, and a transfer from the General Fund is not 
expected as of Second Interim.   
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GENERAL FUND - RESTRICTED 
 
ROUTINE RESTRICTED MAINTENANCE ACCOUNT (RRMA) 
 
The District is required to contribute from Unrestricted General Fund, at least 3.0% of total First Interim 
expenditures, including other financing uses. The RRMA expenditures are restricted to activities for 
ongoing and major maintenance of buildings. The RRMA supports grounds and routine facility 
maintenance, and non-major facility repairs.  Custodial services are considered operational activities and 
cannot be paid from this fund.  
 
Unrestricted General Fund contribution to RRMA is $3.7 million as of Second Interim. Offsetting the 
contribution to RRMA is a transfer of $872 thousand from the restricted RDA distributions back to the 
Unrestricted General Fund. Approximately 36.9% (or $1.1 million) of total $3.1 million expenditures are 
for employee salaries and benefits.  Ending fund balance for RRMA is legally restricted for future routine 
maintenance needs.  Fund balance for RRMA is projected to be $ 3.1 million as of June 30, 2022.  
 
RESTRICTED PROGRAMS / CATEGORICALS 
 
Categorical funds provide additional instructional support for our students in the areas of intervention, 
staff development, resource teachers, academic coaches, district support services, and classroom 
technology. The District receives federal funds for the Title II Teacher Quality, Title III LEP, and Title IV 
Student Support and Academic Enrichment programs. Effective fiscal year 2013-14, the only State 
categorical programs remaining for the District are Special Education, After School Education and Safety 
Program (ASES), and LEA Medi-Cal. Local grants are mainly funds raised by each school. For school year 
2021-22, the District continues instructional programs per the 2021-22 adopted LCAP. 
 
Federal revenues are budgeted at $17.0 million, including prior year Title carryovers and one-time $14.0 
million from the one-time revenue under the CARES, CRRSA and ARP Act.  State revenues are budgeted 
at $13.3 million, including the new one-time $2.2 million from Expanded New Learning Opportunities 
Program and $2.0 million from Educator Effectiveness Grant, not included at First Interim. Local 
revenues are projected at $2.6 million for local grants and donations, to account for new information 
around RDA funds in the amount of $1.7 million and $273 thousand in Federal Emergency Connectivity 
Fund (ECF) Award Reimbursements. 
 
COVID Relief Funds 
 
COVID relief funds are recognized as revenue as per Standardized Account Code Structure (SACS), 
depending on allowable accounting treatment of each grant.  For fiscal year 2021-22, the District will be 
recognizing $14.0 million in Federal one-time revenue under the CARES, CRRSA and ARP Act, including the 
Elementary and Secondary School Emergency Relief (ESSER) I, II, III, and Governor’s Emergency (GEER) 
funds.  The District has also factored in one-time State In-Person Instruction (IPI) grant and Special Ed 
Learning Loss and Alternative Dispute grants in the amount of $1.6 million and $854 thousand, 
respectively, in fiscal year 2021-22 as of First Interim.  For 2021-22 Second Interim, the District has 
factored in additional new one-time $2.2 million from Expanded New Learning Opportunities Program 
and $2.0 million from Educator Effectiveness Funds.   However, planned expenditures are as shown in the 
below table. All COVID relief funds are one-time allocations, and expenditures are restricted to 
allowable activities defined by each grant. 
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PERS/STRS ON BEHALF PAYMENTS ACCRUAL 
 
GASB Statement 68 (GASB 68), Accounting and Financial Reporting for Pensions—an amendment of 
GASB Statement No. 27, effective 2020-21, required accrual-basis recognition by state and local 
governments of employer costs and obligations for pensions. Although GASB 68 relates to accrual-basis 
financial statements, for California Local Education Agencies (LEAs) there are implications for 
governmental fund statements as well. 
 
Under previous accounting standards, employers participating in a cost-sharing defined benefit pension 
plan (i.e. CalSTRS and CalPERS), recognized annual pension expense only to the extent of their 
contractually required contributions to the plan. Under the new accounting standards, LEAs must now 
report in their government-wide financial statements their proportionate share of the plan’s net 
pension liability if total pension liability for the plan (present value of benefits earned by all employees 
participating in the CalSTRS or CalPERS) exceeds the resources accumulated by the pension plan to pay 
benefits, therefore producing a net pension liability. At present, both CalSTRS and CalPERS have a net 
pension liability. 
 
An LEA’s proportionate share of the plan’s net pension liability, pension expense, and deferred items is 
based on the LEA’s proportionate share of total employer contributions to the plan. The information 
LEAs need to determine their proportionate share of total employer contributions, and to determine the 
plan’s net pension liability, pension expense, and deferred items, are provided by CalSTRS and CalPERS. 
Revenue and expenditure will be recorded in equal amounts, resulting in a net zero change to the 
ending fund balance. The amount budgeted for STRS On-Behalf Payment is $5.4 million.  
 
SPECIAL EDUCATION 
 
OGSD is a member of the Southeast Special Education Local Plan Area (SELPA).  Special education 
funding comes from both the federal and state, and are apportioned through the SELPA.  Included in the 
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budget are district programs and services, excess cost paid to the Santa Clara County Office of Education 
for district students in county programs, and the cost of non-public schools and agencies. It is important 
to note that the District receives LCFF funding for special education students in grades TK through 8 
only, and preschool special education students are not counted in the LCFF entitlement calculation. 
 
Special education is highly regulated by the IDEA, and the District risks lawsuits and sanctions if the 
Individual Education Plan (IEP) process is not followed.  Although district staff continues to review 
programs to contain costs, the Federal government requires the District to maintain a certain level of 
services (expenditures) as in the prior year (maintenance of effort) which limits the District’s ability to 
reduce expenditures in this area. 
 
The District currently provides instruction and specialized services for approximately 1,124 special need 
students, including 239 in special day classes.  The District operates 38 special day classes (SDC) as 
follows: 

• 18 classes for non-categorical programming (students of various disabilities)  
• 5 classes for the low functioning 
• 4 classes for the emotionally disturbed 
• 5 classes for the autistic 
• 6 classes for pre-school aged students, including one autistic preschool class 

 
In addition to the SDC programs, the District also provides resource specialist (RSP), speech, language, 
and hearing specialists (SLH) through County, adaptive physical education (APE), occupational therapy 
(OT), psychological, vision specialists (VI), orientation and mobility specialists (O & M),  applied 
behavioral analysis (ABA, and other related services to students in the general education and special day 
classes.   
 
District Special Ed staff works hard to contain costs, but there is one major portion of expenditures that 
are entirely out of their control.  The District sends approximately 84 students to programs operated by 
the County Office of Education (COE) and 18 students to non-public schools (NPS). 
 
The cost to operate special education programs is $30.1 million and the District will only receive $10.8 
million from federal and state sources.  Special Ed deficit of $19.3 million (64.0% of total expenditures) 
will have to be transferred in from the Unrestricted General Fund. 
 
Special Education is projected to have an ending fund balance of $504 thousand as of June 30, 2022, 
restricted for Prop 98 Mental Health services. The Mental Health funds can only be used to provide 
educationally related mental health services, including out-of-home residential services for emotionally 
disturbed pupils. 
 
 
CASH FLOW 

Cash flow continues to be impacted by the current economic crisis and other events. Prior to the current 
cash crisis, the most significant indicator of fiscal solvency has been the General Fund reserve levels. Not 
all of the General Fund reserve is available to meet obligations at a given point in time because not all 
assets are liquid or accessible. For example, accounts receivable is an asset, but until the cash is in the 
bank, we can't spend it for current obligations. Another area that bears discussion is the difference 
between budget and cash—a budget is a plan that transpires over a year-long period, while cash needs to 
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be available at the time the obligation is due. In addition, while budget revisions are typically adopted at 
least several times a year, cash is even more volatile than budget - cash flow projections are likely to 
change every month.  

The 2021-22 Second Interim cash schedule has been projected based on guidance from SCCOE and School 
Services.  As a result of the state deferrals of the April-June apportionments, the District will need to 
borrow internally from restricted funds in order to maintain positive cash flow through June 30, 2022. 
 
MULTI-YEAR PROJECTIONS 
 
Under the Education Code (Section 42131) all California School Districts must be able to show that they 
have a sound financial plan in place that will assure fiscal solvency in the current year plus the next two 
years.  In other words, districts need to be able to demonstrate that they will be able to meet all of their 
financial obligations over a three-year period.  This is accomplished by preparing a "Multi-Year 
Projection" report that shows our projected revenues and expenditures for the current year and each of 
the next two years.  If a school district is not able to show that it will have a positive ending fund balance 
for current and next two fiscal years then there are varying degrees of consequences including, among 
other things, restrictions on borrowing and more stringent county or state oversight or control. 
 
Revenue projections for Year 2 and Year 3 are based on the following factors: 

• Increase in COLA of 5.33% in year 2 and 3.61% in year 3 for LCFF 
• Funded ADA would decrease by 1,234.19 in Year 2 and additional loss of 157.96 in Year 3 
• No new state or federal assistance is projected  
• Contributions from Unrestricted General Fund to Special Education will increase by $503 

thousand in Year 2 and an additional $309 thousand in Year 3 
 
Expenditure projections for Year 2 and Year 3 are based on the following factors: 

• Staffing level corresponding to projected enrollment 
• Estimated step increases as per the District’s position control system 
• Revised projected rates for STRS and PERS 
• Savings from scheduled employee retirements 
• Provisions have not been made for collective bargaining settlements or natural attritions 
• Cost of step increases for all employees is estimated at $1.0 million in Year 2 and $1.2 million in 

Year 3 
• Operating expenditures and contracted services are based on projected Consumer Price Index 

(CPI), and additions or deletions of one-time only expenditures  
 
The projected enrollment loss for the next three years from 2022-23 through 2024-25 translates into 
cumulative revenue loss of approximately $42.0 million. 
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The District acts proactively to continue generating new revenues, locally and through application for new 
funding, and to reduce expenditures every year. However, the combination of year-over-year enrollment 
loss, increased special education services, and rising employee pension costs, causes the District to 
continue to operate at a deficit. State funding increases are not adequate to offset the combination of 
declining enrollment and expenditure increases, especially rising costs of special education.   
 
As a result of Distance Learning, operating expenditures were reduced in 2020-21 and 2021-22. The 
District was also able to strategically use one-time COVID relief funds to offset certain ongoing program 
expenditures due to the change in staff functions and responsibilities in responding to the pandemic. 
Therefore, the District does not need to tap into the Special Reserve Fund 40 in the current year and does 
not need to make extreme reductions at this time. As has been demonstrated, the District is committed 
to maintaining fiscal solvency and stability. As Staff continue to monitor the budget, discussions for 
needed budget reductions will be brought to the Board for discussion and action. 
 
The multi-year projections table below shows that the District will be able to meet its financial obligations 
through end of fiscal year 2023-24. An update of the Enrollment Projection Report will be presented for 
Board information in February, 2022. Changes in enrollment projections will impact the multi-year budget 
projections. 
 

 
 

Description

2021-22
Second Interim 

Budget
2022-23

Projected
2023-24

Projected

Beginning Fund Balance, Actual and Projected 18,782,611$         20,118,574$      13,056,785$      
Revenues:

LCFF Entitlement - General Purpose 85,072,410          78,129,787       79,383,349        
LCFF Entitlement - Supplemental Services 6,966,864            5,993,838         6,104,155          
LCFF Special Ed Taxes 5,018,675            5,018,675         5,018,675          
Federal Revenue 19,171,784          3,674,019         3,674,019          
Other State Revenue 16,671,728          9,378,513         9,370,514          
Other Local Revenue 9,902,792            7,629,089         7,738,280          

Total Revenue/Other Income 142,804,254$       109,823,921$    111,288,992$    
Expenditures

Certificated Salaries 48,916,736          47,612,181       48,122,183        
Classified Salaries 17,572,457          16,376,797       16,630,467        
Employee Benefits 32,865,006          33,524,454       33,761,522        
Books and Supplies 13,312,264          3,007,756         3,011,956          
Services, Other Operating 21,992,303          14,774,027       14,852,827        
Capital Outlay 647,445               103,229            103,229            
Other Outgo 6,365,527            6,365,527         6,365,527          
Direct Support/Indirect Costs/TSF's Out (203,447)              (257,675)           (257,675)           

Other Expenditures, Uses, and Transfers-Out 42,114,092          23,992,863       24,075,863        
Total Expenditures/Other Outgo 141,468,291$       121,506,296$    122,590,036$    

Operating Surplus/(Deficit) 1,335,963$          (11,682,375)$     (11,301,044)$     

Transfers-In from Special Reserve -                         4,620,586         10,096,125        

Ending Fund Balance 20,118,574$         13,056,785$      11,851,866$      
Legally Restricted Balance 10,125,397          8,998,832         7,872,266          
Unrestricted General Fund - Ending Fund Balance 9,993,177$          4,057,953$       3,979,599$        

Components of Ending Fund Balance
Designated for Economic Uncertainties 4,244,049            3,645,189         3,677,701          
Total Committed and Assigned: 5,734,865            412,762            301,896            

Undesignated/Unappropriated 14,262                 0                      0                      



 

P a g e  15 | 15 
 

2021-22 SECOND INTERIM BUDGET NARRATIVE 

CONCLUSION 
 
As has been made clear in budget presentations in recent years, the District is operating with a 
structural deficit and has been relying on transfers-in from the Special Reserve Fund 40. Several factors 
have contributed to the district’s structural deficit, including a loss of enrollment over the past decade, 
increased employee pension costs, the District’s commitment to maintaining competitive employee 
compensation, and increased special education and transportation costs in excess of State funding. 
Meanwhile, future revenue growth (new money) will be limited to statutory COLA. 
 
However, as a result of the favorable savings from 2020-21 as a result of Distance Learning environment 
and one time COVID relief funds, the District will be able to submit a Positive Certification at the 2021-22 
Second Interim.  The District will be able to meet its financial obligations for the current fiscal year and 
subsequent two fiscal years, with transfers in from Special Reserve Fund in fiscal years 2022-23 and 
2023-24. 
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