Q 2006-07 SECOND INTERIM REPORT

Executive Summary

The 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 demonstrates

continued positive operating results supported

Second Interim Report

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

Santee School District

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.

2006-07 Second Interim - Unrestricted/Restricted General Fund Summaz

Unrestricted Restricted Combined First Interim
Budget Budget General Budget
200607 2006 07 Fund 2006 07 Difference

Revenues

8010-8099 Revenue Limit F J223B565 F 1496792 §$33733357 33734139 % (F82)

8100-8299 Federal Revenue 26E 958 2952 202 3219160 3064710 154 450

8300-3599 State Revenue 4 620,810 4 535,518 9,259 528 8917025 342 503

BE00-8799 Local Revenue 3,265 515 3421800 E 87 315 5,213,370 473 945
Total Revenue $ 40.389.848 % 12,509,612 $52,899.460 $51,929.244 § 970,216
Expenditures

1000-199%  Certificated F 20400797 § S5553B16 §25954.413 $26043854 & 24,441

2000-2895  Classified 5,045 435 3462014 5,505,499 8517250 8,751

3000-35959 Employee Benefits 7141 561 2186731 9328 292 9431 926 (103 B34

4000-4399 Books & Supplies 1,541,284 4 7B 610 5,309,594 5,365 407 944 AB7

5000-5999  Services & Operating 2474 B56 4 644 245 7,118,902 B 955 564 160,033

BO00-6529  Capital Outlay 352 994 26 0BG 379,060 379,060 -

7000-7495  Other Outgo 7.0oa - 7.0a0 - 7000

F300-7399 Indirect Costs [391,524) 321,248 [F0.,276) (64,583) 5,623)
Total Expenses $ 36.,573.253 % 20,962,531 $57.,535.784 §$56,636.773 % 899,011
Other Sources/{Uses)

83910-8929 Transfers In b - b - b - b - $ -

7B10-7629 Transfers Out (830,719 (25 BE1) (859 380 (830,715 (28 651)

8B00-8599  Contributions (2923 477 2923 477 - - -
Other Sources/Uses §  {3.754.196) & 2,894,816 § (859.380) § (830.719) § {28.661)
Net Increase/{Decrease) b3 62.399 % (5.558,103) % (5.495.704) % (5.,538.248) % 42.544
Beginning Fund Balance $ 1594060 § 5,558,103 % 7,152,163 § 7,152,163 % =
Ending Fund Balance $ 1,656,459 & = $ 1656459 § 1,613,915 § 42,544
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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.

Perosntage

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.
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During the 2004-05 fiscal year, the District
of student
initiatives. These
resulted in significantly improved average daily
attendance (ADA), the fundamental driver of
education funding. Under the direction of the

pursued a number attendance

improvement initiatives

Commercial Warrants
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Superintendent and Board of Education, these
initiatives were continued and expanded during
the 2005-06 fiscal year.
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0 -
m 0ikE- S
O A0S - e
O - 7

T T R T T T
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
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allocations than estimated in

Federal and State Revenues and the
_mm_u:" budgeting of additional Local
O H0kE-0F

Revenue received.

: Expenditure Sum-
_ mary
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District expenditures remain within
- the parameters established by the
2006-07 adopted budget. Commer-
u cial 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

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.

2006-07 Second Interim - Fund Balance Summaz

First Second
Unrestricted General Fund Interim Interim
Net Increase/{Decrease) From Operations $ 19,855 § 62,399
Beginning Fund Balance 1,594,060 1,594,060
Special Reserve - Fund 17 1,655,011 2,582,832
Ending Fund Balance ¥ 3,268,926 § 4,239,291
Summary Fund Balance Restrictions
State Reserve Requirement ¥ O(1,655,011) §  {2,582,832)
Prepaid Expenditures {220,154) {220,154)
Restricted for SB 18 Transfer (55,284) (35,284)
Store Inventory Reserve (75,000) (75,000)
Revolving Cash (15,000) (15,000)
Reserve for Declining Enrellment Staffing {7 25,000) {7 25,000)
Total State and Federal Restricted Fund Balance b2, 745,449) §  {3,673,270)
Fund Balance Available for Board Designation % 523477 § 566,021
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State Budget Outlook @

The following summary was published by the - T
Legislative Analyst’s Office on February 21, 2007: ng Elhg h ts ﬂf th_E
2007-08 Analysis

PERSPECTIVES AND ISSUES

Parr |—ST1ate FiscaL Picture

ELIZABETH &, HILL = LEGITLATIVE AMALYST

W The Governor's budget attempts o bridge a significant fiscal shortfall in
20708 through a vanety of means, including a major redirection of trans-
portation funds, significant reductions in social services, and a substantial
increase in tnibal gambling revenues,

W Based on our projec ions, we estimate that the Governor's budgel plan would
result in 2007-08 expenditures exceeding revenues by 52,6 hillion, This would
leave the state with a 5726 million year-end deficil, compared (o the Gowver-
nor's January 10" estimate of a $2.1 hillion positive reserve,

W I addition, the state would face operating deficits of $3.4 billion in 200809,
$2.5 hillion in 200910, and %1.4 billion in 2000-11

W Thus, additional solutions: will be needed o bring the bodget into balance,
sich as budpetary savings, enhanced resources, or reduced supplemental
payments tosard paying off budgetary debt [ will also be imporiant o avoid
raising ongoing budget commitments without identifyving alternative reduc
tions or new revenues to pay for them,.

Part I1—PErsPECTIVES 0N THE Economy anp DemoGrAPHICS

w  Both the LS. and California experienced continued economic expansion
with maodest inflalion in 2006, The pace of growth vared during the year,
howvever, being strong earlyv-on, slowing subseqguently due to a sharp decline
in housing, and strenglhening some al year-enc.,

W We forecast thal California’s economy will continue o expand e 2007, bl at
a stoweer pace than 2006. Crowth will be weakest during the first half of the
vear bul accelerate as the yvear progresses and the howsing market stabilizes.

W This forecast is subject to rsks, however, primarily relating to the future course
of energy prices and whother the housing market stabilizes withoul adversely
affecting the economy genarally.

Part lll—PersrecTives on State REVEMUES

W Follewing tewo years of significant grawth, revenues in 200607 appear 1o
have slowed sharply, reflecting the more moderate economic expansion and
a dip in income from capital gains,

B The budget assumes that revenue growth will revive somewhat in 2007-08,

Budgel-vear revenues inclode nearly $800 million from palicv-relaled chang-
es, including over 5500 million in additional trilzal gambling revenues and
about $300 million from tax-related actions,

W We forecast that revenues and transfers will fall below the budget forecast for
the current and budget vears combined by abouwt 52 billion, primarily reflect-
ing our weaker personal income fax projections.
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Economic Qutlook

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 non-
manufacturing, 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 in-
come, moderate growth in employment, and
The principal
restraint on the economy is likely to be housing,

comparatively low interest rates.

Gross Domestic Product

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 bottom-
ing out later this year or in 2008. Such crosscur-
rents 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 do-
mestic 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 re-
ceived $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.

Cash Summary
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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 Post-
Employment Benefits Other Than Pensions,” re-
quiring 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 long-
term 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-you-
go” method.

At the November 14, 2006 fiscal
workshop, the Board of Educa-
tion requested a report on how
GASB 45 would impact the San-
tee School District, and how the
District is preparing for the
GASB 45 requirements.

The Board authorized an actuar-
ial study to determine the
amount of unreported liability.
The District anticipates complet-
ing the actuarial study by the
end of the fiscal year, June 30,
2007. A plan to fund this liabil-
ity will be developed based on
the outcome of the study.
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Multi-Year Projection

7

percent over the projection period. The District
expects to reduce 10 and 9 certificated positions

through natural attrition in the 2007-08 and 2008-

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.

09 fiscal years, respectively.

Based on the cash flow analysis and multi-year
projection included with this 2006-07 Second In-

terim Report, the District expects to meet all fi-

Multi-year projections include the assumption of
savings in 2008-09 due to offering an early retire-
ment plan. Student enrollment and the related
student attendance is expected to decline by 3.5

quent two fiscal years.

Santee Elementary

School District Name

nancial obligations for the current and subse-

Property T

Average Daily Attendance (ADA) Projections

Salary Step & Column Percent Increases:

Teachers 1100 2. 2.
Certificated Pupil Support 1200 2. 2.
Certificated Supervisor & Admin 1300 2. 25
Other Certificated 1900 2. 2.
Instructional Aides 2100 2. 2.
Classified Support 2200 2. 2.
Classified Supervisor & Admin 2300 2. 2.
Clerical. Technical. & Office Staff 2400 2. 2.
Other Classified 2900 2. 2.
Mgmt, Cert, & Classified Contract Increases:
Management Increases 0.00% 0.00%
Certificated Increases 0. 0.
Classified Increases 0. 3 0.00%
Benefits:
STRS 3100-3102 8.25% 8.25%
PERS 3200-3202 9.12% 9.12%
OASDIIMedicarefAlternative 3300-3302 1.45% 1.45%
Health & Welfare 3400-3402 3. 00x 3._00%
State Unemployment 3500-3502 0.05% 5.00%
Workers' Comp 3600-3602 2.29x% 2.29x%
Retiree Benefits 3700-3702 | 0.00% 0.00%
Other Employee Benefits 3900-3902 | {District input 0.00% 0.00%
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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 Dis-
trict’s instructional facilities. The 60 million dol-
lar bond is part of a larger comprehensive mod-
ernization plan totaling $165,000,000.

On January 9, 2007, the School Board provided
authorization to borrow $350,000 from the Dis-
trict’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 short-
term borrowing will be repaid before June 30,
2007, from modernization bond proceeds.

Proposition 39 - GO Bond,
560,000,000

Joint Use, Grant and Intemal
Borrowing, $20,000,000

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 or-
der to deposit the proceeds. Administration
plans to request that the Santee School Board au-
thorize the establishment of this new fund (21-
39), the Prop 39 Building Fund, before the end of
the fiscal year.

State Facilities Funding,
$20,000,000

Developer Fees and
Mitigation, $35,000,000

Sale of Surplus Property,
$30,000,000
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Other Fund Summary

The District’s 2006-07 Second Interim Report in-
cludes an analysis of other funds. Based on
budgeted Revenue and Expenditures in the Dis-
trict funds, all funds will end the year with a
positive fund balance, as shown in the chart be-
low.

Santee School District

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 Dis-
trict’'s Modernization Project.

Other Funds Summary
|

Child Deferred Special Other Capital
Development Cafeteria Fund  Maintenance Reserve Fund Building Facilities
Fund 12 13 Fund 14 17 Fund 21 Fund 23
Revenues
Revenue Limit b - % - % - % - % - %
Federal Revenue - 590 500 - - -
State Revenue 226,168 3700 265,000 - -
Local Revenue - 924,000 5,000 40,000 513654
Tatal Revenue ) X668 1551600 § 270,000 % 40000 % - & 513654
Expenditures
Cerificated Salaries 5 104 495 5 -k - % - % - %
Classified Salaries GR7 418 G24 442 - - -
Employes Benefits 37 MB 144 259 -
Books and Supplies 9000 A48 A00 5,000 -
Swves., Other Operating Costs 2 853 90 525 398,265 - - 331471
Capital Outlay - 60,000 - - - 60,000
Other Outgo - - - - - -
Indirect and Support Costs 276 55,000 - - - 130,120
Tatal Expenditures & 2HE8 §F 15297 % 403265 % - % - % 521,29
Excess (Deficiency) & - & 21874 & (133.265) § 40,000 § - & (7 607
Other Financing Sources/Uses
Interfund Transfers In 5 - & § 28661 § BanF19 % - &
Interfund Transfers Out - - -
Other Sources {Uses) -
Taotal Other Sources/lses 5 5 ¥ 28661 % 830,719 § 5
Net Increase/(Decrease) 5 b 2874 % (104 6047 % 870,719 % b 7 607
Beginning Fund Balance 5 5 445955 § Eag141 § 1712113 % 11,383 § 122 842
Ending Fund Balance b § 470,829 § 533,537 ¢ 2,582,832 % 11,383 § 115,235
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