
DIXIE SCHOOL DISTRICT 
 Business Services Administration 
 

Regular Meeting 
            June 27, 2017 

TO:  Thomas J. Lohwasser, Superintendent 
 
SUBJECT: Consideration and Approval of the F/Y 2017-2018 Proposed Budget 
   
The requirements of the Local Control Funding Formula (LCFF) and Local Control 
Accountability Plan (LCAP) require that both the LCAP and Preliminary Budget be presented 
in a public hearing in a meeting prior to adoption.  The Preliminary Budget was presented to 
the Board of Trustees at the June 6, 2017 meeting.  As noted at that time, the Preliminary 
Budget was based on the most current information available at that time.  Since then we have 
continued to receive updated information and as a result we have made some minor changes to 
what was previously presented to the board.   
 
The Proposed Budget presented to the board at this meeting for adoption reflects information 
from the May Revision, County Office of Education, School Services of California and district 
assumptions.  The State Legislature and Governor have recently agreed on the final 2017-18 
State Budget but the final budget version has yet to be signed by the Governor.  There was one 
significant change that impacts the district with the one-time discretionary funds reduced to an 
estimated $140/ADA but with a welcome change that all funds will be released in the budget 
year.  The $140/ADA is an estimate and reflected in the Proposed Budget. Any changes to this 
amount will be reflected in a future budget revision. 
 
This report and supporting documents will be the main source of information for FY 2017-18 
Proposed Budget.  At the June 6, 2017 meeting the Business Manager presented a PowerPoint 
presentation on key areas of the Preliminary Budget. Since that time the District has continued 
to work on the budget. At this meeting the Business Manager will focus on changes from the 
Preliminary Budget as well as noting some of the areas of concern.  A full copy of the 
presentation will be posted on the District’s website with the following supporting 
documentation for the FY 2017-18 Proposed Budget:  State SACS report, assumptions for 
combined general fund, current and multi-year projections (MYP), and various general fund 
graphs including a parcel tax graph. 
 
Changes since Preliminary Budget: 
 
State Revenues:  The May Revision had one-time discretionary dollars estimated at 
$170/ADA but with the provision that funds would not be released until 2019.  Current 
information has $140/ADA (estimate) with the money to be received in this budget year.  The 
district is recognizing these revenues and will adjust the budget for actual amount when the 
final state budget is signed. This resulted in a $267,198 increase in in State revenues (1x only) 
 
Dixie Education Foundation disbursement: The Dixie Education Foundation recently 
disbursed $200,000 to the District for capital needs.  Pending board approval, the money will 
be used to: 



 Establish restricted Classroom Furniture reserve of $100,000.  New classroom furniture 
is not included as part of the bond modernization 

 Assign $100,000 to offset CREBs payment for Solar Program for 2017-18. This will 
result in $100,000 savings to the general fund 

 
Staffing Salary and Benefits:   

 The Preliminary budget included open positions that were budgeted at the median 
range.  Some positions have been filled and adjusted in the budget. A few positions 
remain open and will soon be filled. Any resulting changes to the budget will be 
reflected in a future budget revision.  

 Adjustments were also made to Special Education staffing including adding additional 
instructional assistant support 

 
Areas of  Concern: 
 
Parcel Tax:  The current Parcel Tax will expire in June 2019. The multi-year projections 
include these revenues in 2019-20.  Without a new a Parcel Tax in place, the District would 
need to cut all related positions and expenditures starting in 2019-20. Currently the Parcel Tax 
funds 15.4 Certificated FTE (includes 4th – 5th CSR, Music and MC Art, Drama and French), 
counseling services and science supplies. See attached for a graph detailing what the Parcel 
Tax funds.  It is imperative that District start the process in 2017-18 to renew the Parcel Tax. 
 
In addition the Parcel Tax reserve is at a point where it cannot sustain additional expenditures. 
Any increases to this budget will likely impact the General Fund.  
 
GAP Funding:  The Governor’s May revision included projected GAP funding of 43.97% 
which is estimated to bring only $167,008 in new money from the state.  It is expected that the 
GAP funding percentage for current and subsequent years will be slightly different in the 
state’s final budget and will be adjusted in a future budget revision. 
 
As previously noted, the level of funding increase will be smaller as the district moves closer to 
full funding under the Local Control Funding Formula (LCFF).  After full funding, COLA will 
be the determining factor in the level of new state funding.  
 

 
 
 
Deficit Spending:  With the addition of one-time discretionary funds and the DEF distribution, 
the Proposed Budget presented tonight no longer shows a deficit in the General Fund for 2017-
18. However, it is important to keep in mind that both of these additional resources are one-
time in nature do nothing to prevent the district from returning to a structural deficit in 2018-19 
and 2019-20. It continues to be imperative that the District explore and implement on-going 
strategies to eliminate the structural deficit.  
 
Special Reserve Designated to Restore Board Reserve:  Recent history has validated the 
need to have an adequate general fund reserve as during the recession and state budget cuts the 



district chose to spend down the reserve instead of doing major reductions of staff and 
programs.  As noted above with future GAP funding concerns, limited state funding after full 
funding of LCFF, the structural budget deficit and the recent reserve levels that have been in 
the low 4%,  it is imperative that the District look for ways to increase the General Fund 
reserve level.   
 
The Superintendent and Business Manager are recommending taking 50% of the one-time 
discretionary dollars and establishing a designated reserve as a starting point to bring up the 
reserve to the board recommended level.  These dollars would be earmarked in the unrestricted 
general fund reserve and noted in all budget reports and financial statements.  
 
Health & Welfare Reserve:  Over the past few years, as part of the Adopted Budget process 
the district has been able to create a special health and welfare reserve in anticipation of the 
health benefit increase.  Preliminary rates for Kaiser Health premium indicate a 9.4% increase 
effective October 1, 2017.  Estimated cost to adjust the benefit cap is $120,000. The current 
budget cannot sustain this increase under AB1200 requirements. Therefore, the Preliminary 
Budget does not include a special health benefit reserve.  
 
State Teachers Retirement (STRS) Impact:  The plan to fund the states STRS liability will 
be into its fourth year with rates increasing by another 1.85%.  The new rate will increase from 
12.58% to 14.43% in 2017-18 and is estimated to cost an additional $184,000. Rates will 
continue to increase annually until 2020-21 and will peak at 19.10%. At that point, the 
district’s STRS cost will have increased by over $1.3 million from the district’s cost in 2013-
14.  The May Revision does not address these increases for K-14 education.   
 
Public Employees Retirement System (PERS):  In addition to increase costs related to 
STRS, PERS is also increasing.  Rates for 2017-18 increased by 1.64% with rates going from 
13.89% to 15.531%. The estimated cost increase to the district is $77,147.  Rates are also 
expected to continue over the next few years.  Unlike STRS, PERS rates are not set in 
government statute but are reviewed and updated annually. As with the STRS increase the May 
Revision does not address PERS increases for K-14 education.  

 Please note that STRS and PERS increases will continue to account for the largest 
share of increased costs to the budget 

 
Federal Funding:  There is still much uncertainty on the overall federal budget for education 
and what the impact to California school funding will be. Based on prior information the 
Proposed Budget reflects the following federal funding: 

 Title I:  Funded at 2017-18 level 
o Funds staffing for Intervention programs. In 2016-17 District had prior year 

carryover to offset costs.  The district no longer has these carryovers for 2017-
18.  This necessitated shifting costs to General Fund and also played a part in 
the need to reduce EL Aide support  

 Title II: Budget at 50% of 2016-17 levels 
o Funds various staff development. Loss of these funds necessitated shifting costs 

to other budgets. 
 Title III (Limited English): budgeted with 20% reduction 
 Title III (Immigrant Education):  $0 funding for 2017-18.  

o Loss of funding due to the district no longer eligible for funding 



 The district will update respective budget once actual funding is determined 
 
Special Education Mental Health Funding: Funding for both Federal and State was 
substantially reduced for 2017-18.  The District continues to fund a portion of Psychologist and 
Counseling services for 2017-18 from the mental health funds.  With the current level of 
funding and estimated expenditures, there is a deficit of $78,930 in the restricted budget.  
Carryover is used to fund the difference. However, with the level of funding and carryover the 
district will only be able to sustain these costs through 2018-19 and must look for other ways to 
fund these costs.  
 
Fund 40:  The annual transfer from Fund 40 to the general fund is $873,449. The budget for 
2017-18 includes an additional $260,000 that we agreed to use to help fund the past salary 
increases. The additional amount will decrease to $210,000 in 2018-19.  The transfer for 2019-
20 includes only the annual transfer of $873,449. 
 
In addition, the Board is aware that there are major capital projects that are needed at the lease 
sites.  For 2017-18, the Preliminary Budget includes $100,000 ($90,000 towards fire alarm 
upgrade project) in Capital Outlay.  A major roofing project estimated at $277,000 is being 
pushed out until 2019-20 due to concerns with level of the Fund 40 reserve balance.  However, 
there is a major concern that this project cannot be postponed until 2019-20.  In the event that 
project needs to be done in 2018-19, current estimates project that the Fund 40 fund balance 
will drop to close to $150,000.   
 
Please note as a reminder that the attached SACS reports combine both Fund 40 and Fund 41. 
SACS Form 40 indicates the breakdown for both funds. 
 
Effective Educator Grant: This was a three year grant that will expire in June 2018.  The 
district received all funds in 2015-16 and has used the carryover to fund the expenses in 2016-
17 and into 2017-18.  A portion of these funds has been used to partially fund the Technology 
Coach position.  Starting in 2018-19, these costs will be moved to the General Fund. This is 
reflected in the attached Multi-Year Projections (MYP). 
 
Approval of the FY 2017/2018 Proposed Budget is recommended. 


