2006-07 SECOND INTERIM REPORT
Executive Summary

T

he Santee School District’s 2006-07 Second
Interim Report includes a summary of
revenue and expenditure activities reported in
the District’s general fund operating accounts for
the period ending January 31, 2007. This report is
prepared in accordance with State law and will
be submitted to the San Diego County Office of
Education for their review and comment.
The Second Interim Report demonstrates
continued positive operating results supported
by a projected unrestricted general fund increase
of $42,544 from the District’s First Interim report,
increasing ending fund balance reserves to
$1,656,459 before the addition of Special Fund 17
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reserves. During the 2004-05 fiscal year, the
District pursued a number of student attendance
improvement initiatives that improved the
District’s attendance percentage. In 2006-07, the
average attendance percentage shows a small
decrease compared to prior years. This decrease
is attributed to higher absences due to a strong
flu season. Administration continues to monitor
student attendance due to the effects on student
achievement as well as Revenue Limit Funding.
The ending reserve available for Board
designation increases to $566,021 based largely
on higher revenue over budgeted amounts.
Current and projected cash balances remain
consistent with the District’s budget plan with
ending cash projected to reach $1.6 million by
June 2007.
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Multi-year budget projections forecasts positive
operating contributions throughout the three
year projection period. Conservative budget
assumptions established by the San Diego
County Office of Education combined with
strategically
planned
expenditure
reductions serve as the basis for the
District’s multi-year budget planning. The
projections provide a basis for measuring
the strength of the District’s current and
projected operating activities.
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Superintendent and Board of Education, these
initiatives were continued and expanded during
the 2005-06 fiscal year.

Revenue Summary
District revenues continue to perform in
accordance with the District’s budget plan
as reflected in the 2006-07 First Interim
Report. Combined General Fund revenues
total $52,899,460 after revenue revisions
totaling $970,216.
During the 2004-05 fiscal year, the District
pursued a number of student attendance
improvement initiatives.
These initiatives
resulted in significantly improved average daily
attendance (ADA), the fundamental driver of
education funding. Under the direction of the

The chart above graphs monthly ADA percentage
changes over the last three years. For the 2006-07
year, the cumulative attendance percentage
declined slightly, by .36, due to a severe flu
season.
Revenues reflect an increase from the District’s
First Interim Report of $970,216 due to higher
allocations than estimated in
Federal and State Revenues and the
budgeting of additional Local
Revenue received.

Expenditure Summary
District expenditures remain within
the parameters established by the
2006-07 adopted budget. Commercial warrant expenditures continue
to trend well overall when
compared to prior years as
summarized below. Commercial
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warrants show an increase over prior years, as
additional one-time State revenues are spent.
Expenditure revisions since the First Interim
report total $899,011 to include expenditures for
additional restricted revenue.
Expenditures
revisions also included reductions due to lower
than anticipated increases in employee benefit
accounts.

Other Sources and Uses
The second interim report includes an increase of
$28,661 over First Interim for transfers out of the
restricted General Fund. This represents a pass
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through grant that is transferred to the District’s
Deferred Maintenance Fund according to State
regulations.

Fund Balance
The 2006-07 Second Interim fund balance
available for Board designation totals $566,021.
Total available reserves of $4,239,291 includes
restrictions and designations for prepaid
expenditures of $220,154, stores inventory of
$75,000, revolving cash of $15,000, and Senate Bill
18 transfer reserve of $55,284.
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State Budget Outlook
The following summary was published by the
Legislative Analyst’s Office on February 21, 2007:
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Economic Outlook
The strides made by the economy in the fourth
quarter appear to be continuing in the opening
period. This is not to say that growth will equal
the surprisingly strong 3.5% rate posted during
last year’s final quarter. However, it is likely that
the improvements currently being seen in nonmanufacturing, employment, and consumer
spending will help to keep growth in the area of
3%.
We think the economy will move forward at a
moderate, but stable, pace throughout 2007. As
is now the case, we expect the economy to get a
boost from the consumer who continues to spend
aggressively, thanks to increasing personal income, moderate growth in employment, and
comparatively low interest rates. The principal
restraint on the economy is likely to be housing,
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which continues to weaken in certain regions of
the county. We expect housing, overall, to slow a
little more in the months to come, before bottoming out later this year or in 2008. Such crosscurrents suggest U.S. gross domestic product growth
will average 2.5%-3% this year.
Further improvement is likely in 2008. By then,
housing should be contributing to the economic
well being, albeit modestly. Our sense is that a
pickup in housing, a slow comeback in the domestic auto market, and modest additional gains
elsewhere on the consumer side will help GDP
growth reach at least 3%.
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Cash Flow Analysis
General fund cash balances tend to follow the
revenue collection pattern, declining to a low
point in November and June of each fiscal year.
However, in the current year, the District received $1.1 million in past due Mandated Cost
Claims in November, raising the cash balance to
$2,145,733 compared to a balance of $829,561 in
the prior year.
By January 2007, the cash balance was lower than
prior year by approximately $479,000. This year
the District was not eligible to issue a Tax and
Revenue Anticipation Note (TRANS) since it has
been showing a positive cash balance, a healthy
financial indicator. The January cash balance
compares to prior years, not including TRANS.
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GASB
45
Implications

Planning

In 2004, the Governmental Accounting Standards
Board (GASB) issued Statement 45, “Accounting
and Financial Reporting by Employers for PostEmployment Benefits Other Than Pensions,” requiring public agencies to report their costs and
obligation pertaining to health and other benefits
of current and future retired employees much
like they now report pension plan obligations.
These other post-employment benefits (OPEBs) including such benefits as medical, dental, vision,
hearing, life insurance, long-term care and longterm disability—must be recognized as a current
cost during the working years of an employee.
Thus, each district and county office of education
must identify and disclose OPEBs as an expense
and, to the extent not pre-funded, a liability on its
financial statements. As a result, the annual
OPEB costs for most employers will be based on
actuarially determined amounts
rather than in the “pay-as-yougo” method.
At the November 14, 2006 fiscal
workshop, the Board of Education requested a report on how
GASB 45 would impact the Santee School District, and how the
District is preparing for the
GASB 45 requirements.
The Board authorized an actuarial study to determine the
amount of unreported liability.
The District anticipates completing the actuarial study by the
end of the fiscal year, June 30,
2007. A plan to fund this liability will be developed based on
the outcome of the study.
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Multi-Year Projection
The District’s 2006-07 Second Interim multi-year
projection is based on assumptions established by
the San Diego County Office of Education. These
assumptions are summarized in the table below.
Multi-year projections include the assumption of
savings in 2008-09 due to offering an early retirement plan. Student enrollment and the related
student attendance is expected to decline by 3.5
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percent over the projection period. The District
expects to reduce 10 and 9 certificated positions
through natural attrition in the 2007-08 and 200809 fiscal years, respectively.
Based on the cash flow analysis and multi-year
projection included with this 2006-07 Second Interim Report, the District expects to meet all financial obligations for the current and subsequent two fiscal years.
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Modernization Project
On November 7, 2006, the voters living within the
Santee School District approved Proposition R
authorizing the District to issue 60 million dollars
in general obligation bonds to modernize the District’s instructional facilities. The 60 million dollar bond is part of a larger comprehensive modernization plan totaling $165,000,000.
On January 9, 2007, the School Board provided
authorization to borrow $350,000 from the District’s Special Reserve Fund (fund 17) in order to
proceed with the work necessary to apply for
State matching funds. This amount will come
from a reserve within the Special Reserve Fund
for mandated cost claim settlements. This shortterm borrowing will be repaid before June 30,
2007, from modernization bond proceeds.
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On February 6, 2007, the Santee School Board
adopted a resolution to reimburse specified funds
for capital expenditures made from the District’s
General Fund and/or other funds. In May 2007,
the District will issue the first series of bonds,
totaling approximately $17.5 million. Once the
bond proceeds are received, these expenditures
will be reimbursed to the appropriate fund and
the Special Reserve Fund will be repaid.
The issuance of the general obligation bond will
require an additional School District fund in order to deposit the proceeds. Administration
plans to request that the Santee School Board authorize the establishment of this new fund (2139), the Prop 39 Building Fund, before the end of
the fiscal year.
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Other Fund Summary
The District’s 2006-07 Second Interim Report includes an analysis of other funds. Based on
budgeted Revenue and Expenditures in the District funds, all funds will end the year with a
positive fund balance, as shown in the chart below.
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The Deferred Maintenance Fund is using prior
year balances to fund current projects, as planned
in the 2006-07 year. The Capital Facilities Fund
reflects qualified Modernization expenditures
that can be moved to the bond proceeds when
those funds are received. These expenditures
were anticipated and planned as part of the District’s Modernization Project.
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