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2016-17 AND 2017-18 UNRESTRICTED GENERAL FUND (OUT-YEAR BUDGET 
PROJECTIONS) 

The chart below provides an update of the multi-year projection using data from the Second 
Interim:  

(Dollars in Millions) 
Non-

cumulative 
2015-16 

Non-
cumulative 

2016-17 

Non-
cumulative 

2017-18 

Cumulative 
Balance 

Estimated Ending Balance at  First 
Interim) $146.3 ($17.5) ($354.7) ($225.9) 

Additional One-time Funding $107.7* $107.7 
LCFF Change (net of proportionality 
increase) $13.2 $65.6 $83.4 $162.2 

Additional OPEB Trust Contribution ($101.3)** ($101.3) 
Other Changes ($30.4) ($18.5) $34.0 ($14.9) 
Revised Ending Balance at Second 
Interim $129.1 $137.4 ($338.7) ($72.2) 

* This is based on additional one time mandate funding for new mandates as provided in the January Governor’s
proposed budget for 2016-17 
** This is based on the assumption that the proposed additional OPEB Trust contribution will not be implemented to 
bring the 2017-18 into balance – see below Fiscal Stabilization Plan 

New and/or additional expenditure and revenue information resulted in a cumulative negative 
ending balance of ($72.2) million ($129.1+$137.4-$338.7 million) at the end of 2017-18.  The 
major changes from First to Second Interim are additional revenues announced in the January 
Governor’s Budget and Unduplicated Count change. This is partially offset by OPEB 
contribution in 2017-18 as well as an increase in expenditure requirements (i.e. textbook 
adoption, athletics uniform and local district autonomy resources). Appendix I discusses the 
changes for 2016-17 and 2017-18 in further details. 

In June, the District’s 2016-17 Final Budget will include an additional out year of 2018-19 with 
an estimated deficit of almost $450 million.  This fiscal year does not reflect any beginning 
balances from prior years and is also the first year (since 13-14) that LCFF revenue shows a net 
decline while operating expenditures continue to rise.     

FISCAL STABILIZATION PLAN 

LACOE requires an updated and detailed fiscal stabilization plan as part of the Second Interim 
Report. The total solution needed in 2017-18 is $72.2 million as of Second Interim.  The detailed 
fiscal stabilization plan attached (Attachment B of the Board Report) includes two possible 
options:  
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Option I:    This option incorporates the solutions recommended in the Independent Financial 
Review Panel (IFRP).  This option assumes that 15% of the IFRP recommendations, 
approximately $100 million, will help solve the 2017-18 deficit.   

Some of the recommendations are subject to collective bargaining, legislative changes, and 
external factors and therefore will not be permitted by LACOE.  For recommendations that could 
unilaterally be adopted (i.e. central office “rightsizing”), implementation recommendations will 
be presented to the Board for approval.   

Option II:  LACOE’s First Interim approval required the District to submit a detailed plan for 
2017-18. To address this, option II assumes that the OPEB trust contribution reflected in 2017-18 
will not be implemented if no other solution is implemented in 2017-18.   

FISCAL ISSUES 

• Declining Enrollment vs Increasing Fixed Cost.  The District must continue to actively
manage the challenge to its base resources resulting from increased fixed costs, such as
increased pension costs, legal liability increases, and other post-employment benefits
(OPEB) in a declining enrollment environment.

• Proportionality Requirement Must be Met.  The District must continue to consider the
investments as an opportunity to refocus these resources to Board priorities as well as
redesign programs to better serve our students.   It is important to note that as LCFF is
fully implemented, the additional (marginal) dollars for both Base and Supplemental and
Concentration drops.
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*FY 2018-19, the fourth year, is not required for Second Interim purposes.  This is presented in anticipation of the June Budget which
includes the next succeeding two out years. 

• Adequacy in Education Funding.  The District must continue to advocate that the State
funding goals address “adequate” levels of funding for our students.  We must continue
to ask the State to fund the District not just at the 2007-08 levels but to fund the
additional bills such as the pension increases that the State has imposed to the District.
Furthermore, unless Proposition 30 is extended past the current 2018 sunset date, the
State’s education funding outlook remains stagnant.

• Addressing Out Year Deficit.  In June, the District will be required to address a three-
year budget that includes Fiscal Year 2018-19.  Using the Department of Finance LCFF
revenue numbers, the preliminary 2018-19 deficit is estimated to be almost $450 million.
The District will again face the fundamental trade-off between the benefits of addressing
the deficit now versus making difficult budget decisions later.  The earlier that the
District plans for the pending deficit, the more likely it will minimize disruption to
District’s educational programs.

• Independent Financial Review Panel (IFRP) Highlighted Long-Term Fiscal
Challenges. The IFRP’s November 2015 report highlighted many of the fiscal challenges
facing the District, which include declining enrollment, increasing pension and health
benefit costs, and increasing special education costs. In response to these challenges, four
working groups are reviewing/developing strategies for pending discussions with the
Superintendent and the Board of Education.

As the District continues to face structural challenges, we must focus our energy on additional 
external sources of revenues, increasing enrollment and attendance, and continue to reassess how 
existing resources are used to help address the District’s priorities. 

If you have any questions, please contact Megan Reilly at (213) 241-7888 or Luis Buendia at 
(213) 241-2737. 

* 
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c: Jefferson Crain     
Alma Pena Sanchez 

     Dave Holmquist
Thelma Melendez de Santa Ana 
Frances Gipson  
Nicole Elam-Ellis 
John Walsh 
Luis Buendia 
Cheryl Simpson 
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Appendix I Table Charts 

Unrestricted Restricted

Second First Variance Second First Variance

Interim Interim 2P vs. 1P Interim Interim 2P vs. 1P

LCFF Sources $5,267.3 $5,254.0 $13.3 $0.0 $0.0 $0.0

Federal Revenues $14.7 $14.7 $0.0 $586.7 $595.8 ($9.1)

Other State Revenues $372.0 $371.2 $0.8 $582.1 $583.3 ($1.2)

Other Local Revenues $117.3 $112.5 $4.8 $11.7 $11.1 $0.6

Total Revenues $5,771.3 $5,752.4 $18.9 $1,180.5 $1,190.2 ($9.7)

Table 1

Summary of 2015-16 General Fund Revenue

(in millions)

Revenues –The Second Interim revenue projections for the General Fund – 
Unrestricted are higher than those in the First Interim by a net amount of $18.9 million.  
This is due to a higher Local Control Funding Formula (“LCFF”) entitlement of $13.3 
million, primarily due to higher unduplicated percentage rate (83.1% to 83.7%) and GAP 
funding rate (51.52% to 51.97%) basis.    In addition, charter school service fee revenue 
(such as request for maintenance and operations services) is estimated to increase by 
$3.6 million.    

General Fund – Restricted revenues decreased by a net amount of $9.7 million. These 
are primarily Federal grants that are subject to unearned revenue accounting. 
Revenues are recognized when expenditures are incurred.  Compared to First Interim, 
the decrease is primarily attributed to lower spending in the Coordinated Early 
Intervening Services, a 27-month grant.  This is due to revised program planning and 
implementation timelines.   The District expects to fully implement this program in 
2016-17.   
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Unrestricted Restricted
Second First Variance Second First Variance
Interim Interim 2P vs. 1P Interim Interim 2P vs. 1P

Certificated Salaries $2,068.0 $2,078.5 ($10.5) $815.3 $844.4 ($29.1)
Classified Salaries $564.4 $561.3 $3.1 $388.8 $392.4 ($3.6)
Employee Benefits $1,054.7 $1,057.5 ($2.8) $512.7 $506.6 $6.1
Books & Supplies $223.3 $217.4 $5.9 $135.8 $140.7 ($4.9)
Services & Operating Expenses $513.7 $420.0 $93.7 $393.2 $386.6 $6.6
Capital Outlay $12.0 $9.6 $2.4 $4.6 $3.7 $0.9
Other Outgo $8.7 $8.7 $0.0 $0.0 $0.0 $0.0
Total Expenditures $4,444.8 $4,353.0 $91.8 $2,250.4 $2,274.4 ($24.0)

Table 2
Summary of 2015-16 General Fund Expenditures

(in millions)

• Expenditures - The Second Interim projects higher General Fund - Unrestricted
expenditures by a net amount of $91.8 million in comparison to the First Interim. The
projected increase is primarily due to higher risk management legal costs of $79.4
million.  The remainder of the net increase is primarily related to carryover accounts in
which the carryover balance decreased as costs are incurred.   Hence, cost neutral to the
General Fund ending balance.

General Fund – Restricted funds had a projected net expenditure reduction of
$24.0 million compared to First Interim.  This is primarily due to lower Special
Education expenditures than initially projected. The decline in expenditures can be
attributed to lower than expected enrollment growth and positions being filled later in
the fiscal year than expected. In addition, the Division of Special Education has
changed the Extended School Year schedule for the summer session of 2016. The new
schedule will have fewer days in June and additional days in July, shifting expenditures
to the 2016-17 year.
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Unrestricted Restricted

Second First Variance Second First Variance

Interim Interim 2P vs. 1P Interim Interim 2P vs. 1P

Indirect Cost $92.0 $93.1 ($1.1) ($69.3) ($70.6) $1.3
Transfers In $59.0 $60.0 ($1.0) $0.0 $0.0 $0.0
Other Sources $0.6 $0.6 $0.0 $0.0

$151.6 $153.7 ($2.1) ($69.3) ($70.6) $1.3
Transfer Out ($123.0) ($136.7) $13.7 $0.0 $0.0 $0.0
Contribution ($1,150.4) ($1,166.8) $16.4 $1,150.4 $1,166.8 ($16.4)

($1,273.4) ($1,303.5) $30.1 $1,150.4 $1,166.8 ($16.4)
Net ($1,121.8) ($1,149.8) $28.0 $1,081.1 $1,096.2 ($15.1)

Table 3

Summary of 2015-16 General Fund Other Financing Sources/Uses/Indirect Cost

(in millions)

• Net Contributions/Transfers - The General Fund contributions to restricted programs
is lower by $16.4 million compared to the First Interim projections. This is primarily
due to lower Special Education expenditures as discussed above.  The interfund transfer
is lower to the Cafeteria Fund ($11.1 million), primarily due to higher meal claims for
the lunch and breakfast programs than initially projected.  In addition, interfund
transfers to Early Childhood Educational Program is also lower ($2.3 million) primarily
due to increase in student enrollment than initially projected.

Unrestricted Restricted
Second First Variance Second First Variance
Interim Interim 2P vs. 1P Interim Interim 2P vs. 1P

Nonspendable $20.7 $20.7 $0.0 $0.0
Restricted $0.0 $137.9 $136.5 $1.4
Comnitted $218.3 $218.3 $0.0 $0.0
Assigned $457.7 $485.5 ($27.8) $0.0
Unassigned-Reserve for 
Economic Uncertainties $72.4 $72.4 $0.0 $0.0
Unassigned/Unappropriated $129.1 $146.3 ($17.2) $0.0
2014-15 Ending Balance $898.2 $943.2 ($45.0) $137.9 $136.5 $1.4

Table 4
Summary of 2015-16 General Fund Ending Balance

(in millions)
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• Lower Ending Balance – The projected total ending fund balance is lower by $45.0
million and this decrease has been factored to address the projected out-year deficit.

Committed Ending Balance:  An amount reserved to be used to address ongoing 
impact of the District’s salary compensation increase ($218.3 million). 

Assigned Ending Balance: Certain account balances remain available to schools and 
offices for future use.  Carryover accounts include school donation accounts, General 
Fund School Program, school determined needs funds, and funds reserved for fire 
damage ($457.7 million).  

2016-17 AND 2017-18 UNRESTRICTED GENERAL FUND (OUT-YEAR BUDGET 
PROJECTIONS) 

The chart below provides an update of the multi-year projection using data from Second Interim: 

(Dollars in Millions) 2015-16 2016-17 2017-18 Cumulative 
Balance 

Estimated Ending Balance at  First Interim $146.3 ($17.5) ($354.7) ($225.9) 
Additional One-time Funding $107.7 $107.7 
LCFF Change (net of proportionality increase) $13.2 $65.6 $83.4 $162.2 
Additional OPEB Trust Contribution ($101.3) ($101.3) 
Other Changes ($30.4) ($18.5) $34.0 ($14.5) 
Revised Ending Balance at Second Interim $129.1 $137.4 ($338.7) ($72.2) 

New and/or additional expenditure and revenue information resulted in a cumulative negative 
ending balance of ($72.2) million ($129.1+$137.4-$338.7) at the end of 2017-18. 

• Changes in Revenue - Revenues are estimated to increase by $173.9 million in 2016-17
and by $109.2 million in 2017-18. This is mainly due to the additional one-time funding
provided for in the January Governor’s budget as well as the changes in the LCFF GAP
funding and unduplicated count percentages.

• Changes in Expenditures and Contributions – The increase in revenues is partially
offset by the net increases in estimated expenditures in 2016-17 in 2017-18.  Some of
these changes are accounted for as follows:

o Various school site accounts show a decrease of approximately $21.5 million in
2015-16.  This trend is projected for 2016-17 and 2017-18.  These accounts include
but are not limited to: Campus aides, athletics, ROC/P and Substitute and Pool
Teachers programs.

o The Health & Welfare and Workers Compensation requirement decrease of $20.8
million and $48.4 million in 2016-17 and 2017-18, respectively. The change is
mainly due to assumed 2018 increase based on the Health and Welfare MOU and the
general fund share of the participant population.  This is offset by an increase of
$101.3 million in OPEB trust contribution reflected in 2017-18.
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o Additional textbook requirement of $26.0 million and $7.5 million in 2017-18 for
new textbook adoption for school year 2017-18 and 2018-19.

o Increase in other operational account of $8.1 million in 2016-17 and $10.3 million in
2017-18 mostly attributable to a slight increase in utility costs and increased
telephone expenditures.

o Additional Investment to Local District Autonomy, Student Suspension Incentive and
Athletics Uniform of $13.9 million in 2016-17 and $4.0 million in 2017-18.
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  No. 288– 15/16

      For 3/8/16 Board Meeting
Attachment B

2015-16 Second Interim Projection
FISCAL STABILIZATION PLAN FOR 2017-18 (IN MILLIONS)

Option I Option II
Implementation of 
IFRP 
Recommendation All OPEB Solution

Deficit for 2017-18 (as of Second Interim) ($72.2) ($72.2)

Implementation of the Independent Financial Review 
Panel (IFRP) recommendations (~15%) $102.8 
Zero out planned OPEB Trust Contribution $101.3 

Balance after Solution is implemented $30.58 $29.10 

Option I - Implementation of Independent Review Panel (IFRP)  Recommendation

Option II - Use of Planned Other Post Employment Benefits (OPEB) Trust Contribution

FY 2017-18 started with a deficit of $338.7 million, but with the use of balances from 2016-17 of $266.5, it lowered the 
remaining deficit to $72.2 million.  Under this option, the District will need to implement 15% of the $685.2 million IFRP 
recommendations.  Solutions include items subject to bargaining unit negotiations, voter approvals and legislative fixes. 
The District will not be able to officially use these solutions until implemented. If solutions do not materialize, option II 
will need to be implemented.

Under this option the District will have to cancel the planned OPEB trust contribution for 2017-18.  Additional revenues 
is proposed to be used to get contribution back to the planned levels.  

Options

Solution

3/3/201610:22 AM
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