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Interim budget reports provide a picture of a district’s financial condition during the fiscal year. 
The Governing Board of a school district certifies the district’s financial condition to the county 
office of education through these reports. The First Interim Report is from July 1st through 
October 31st, and projects financial activity through June 30th. Illustrated below is a summary 
of the State budget and budget guidelines as provided by the County Office of  Education, Business 
& Administration Steering Committee (BASC), School Services of California, and other 
professional organizations. In addition, the First Interim Report contains summarized and 
detailed budget information, multi-year projections, and estimated cash flow reports. 

 
On June 27, 2023, Governor Gavin Newsom signed an on-time budget. During the preparation 
of the enacted state budget, there were components of the May Revision budget that either 
remained the same, were changed, or not included in the Enacted State Budget. Since districts’ 
budgets are prepared based on the May Revision, the First Interim Report incorporates the 
applicable provisions from the enacted state budget and subsequent budget trailer bills. 

 
Local Control Funding Formula Factors 

Illustrated below is a comparison of projected statutory COLAs plus additional LCFF 
investments for the budget year and two subsequent years: 

 

Description	 2023‐24	 2024‐25	 2025‐26	
 

LCFF COLAs (22-23 Gov. Proposal) 
 

8.22% 
 

3.94% 
 

3.29% 
 

The enacted state budget also incorporated the Governor’s proposal of allowing school districts 
to utilize the greater of current year, prior year, or the average of the most recent three prior 
years’ ADA.  

 
Due to the District being community funded (i.e. basic aid), the above COLA increases have a 
minimal impact and the investment has no impact with regard to the District’s sources of 
revenue. The above COLA increase and additional investment do, however, impact the amount 
of funds that would be required to be identified/allocated to supplemental and concentration 
programs. 

 

Other Enacted State Budget Components 
Illustrated below is a summary of other major budget components contained in the enacted state 
budget. 

 

 Transitional Kindergarten (TK) add-on to the LCFF of $3,044 for 2022-23, to be 
adjusted annually by the COLA 

 The 2022-23 State Budget established the Learning Recovery Emergency Block Grant 
totaling $7.9 billion in one-time funds.  The 2023-24 State Budget reduced the funding 
by approximately 14%. 

 The Arts, Music and Instructional Materials Discretionary Block Grant that was 
established in 2022-23 was also cut by approximately 6% in 2023-24. 

 Special education base rate increased to $887.4 per pupil 



 

Routine Restricted Maintenance Account 

Per Education Code Section 17070.75, school districts are required to deposit into the account a 
minimum amount equal to or greater than three percent (3%) of the total General Fund 
expenditures and other financing uses for that fiscal year. Illustrated below are the primary 
compliance components: 

 The 3% contribution is calculated on total General Fund expenditures, including other 
financing uses (i.e. transfers out, debt issuances relating to the General Fund) 

 Total general fund expenditures for RRMA purposes do not include STRS on-behalf 
(Resource 7690) expenditures, and one-time funding sources to address COVID-19 challenges 
(Resources 3210, 3212, 3213, 3214, 3215, 3216, 3218, 3219, 5316, and 7027). 

 The final 3% contribution is based on year-end actual data; therefore, while it is 
developed based on budget, it must be trued up using actual expenditures 

 
Reserves 
District Reserve Requirements: The 2014 State Budget Act and the passage of Proposition 2 
in November 2014 established a hard cap on district reserves, if all the following conditions are 
met: 

1. Proposition 98 must be funded based on Test 1 
2. Full repayment of the maintenance factor prior to 2014-15 
3. Proposition 98 provides sufficient funds to support pupil attendance growth and the 

statutory COLA 
4. Capital gains exceed 8% of General Fund revenues 

 
Prior law specified that in any fiscal year immediately following a year in which a transfer of 
any amount is made to the Public School System Stabilization Account, a district’s assigned or 
unassigned fund balance (including Fund 01 and Fund 17) may not exceed two times the reserve 
for economic uncertainty (three times the reserve for economic uncertainty for districts with 
more than 400,000 ADA). 

 
However, Senate Bill (SB) 751 which became effective January 1, 2018 made changes to the 
school district reserve cap law in the following manner: 

 It requires that the reserve cap is triggered in a fiscal year immediately after a fiscal year 
in which the amount of moneys in the Public School System Stabilization Account is 
equal to or exceeds three percent of the combined total of General Fund revenues 
appropriated for school districts and allocated local proceeds of taxes (Proposition 98 
funding), as specified, for that fiscal year 

 Adjusts the reserve cap from a combined assigned and unassigned ending fund balance 
based on the size of the district to a combined assigned or unassigned ending balance, in 
the General Fund (01) and the Special Reserve Fund for Other Than Capital Outlay (17), 
of 10% of those Funds for all districts 

 Reserves would be capped at 10% as long as the amount in the Public School System 
Stabilization Account remained at 3% or greater of the Proposition 98 amount in each 
preceding year 

o The State must notify local educational agencies when the conditions are and are 
no longer applicable 

 Basic aid school districts and districts with fewer than 2,501 average daily attendance 
are exempt from the reserve cap requirement 
 

 



Even though the Proposition 98 reserve balance will reach 4% of funding in 2020-21, 7.8% of 
funding in 2021-22, and the maximum 10% limit of funding in 2022-23 (exceeding the minimum 
3% threshold in all three years), the reserve requirement is not applicable to the District since it 
meets the above basic aid exemption. 

 

2022-23 Sonoma Valley Unified School District Primary Budget Components 

 Property taxes are projected to be approximately $53.9 million. 
 Amount includes approximately $4.1 million of in-lieu taxes that must be remitted to a 

charter school/various charter schools. 

 
 Average Daily Attendance (ADA) is estimated at 2,957 excludes COE ADA of 10). 
 Due to declining enrollment the funded ADA will be based on the average of current 

and 2 prior year funded ADA of 3,210.58 
 As stated above, the funded ADA has minimal impact to overall revenues since the 

District is community funded (i.e. basic aid). 
 

 The District’s estimated unduplicated pupil percentage for supplemental and concentration 
funding is estimated to be 58.40%. The percentage will be revised based on actual data. 

 
 Lottery revenue is estimated to be $177 per ADA for unrestricted purposes and $72 per ADA 

for restricted purposes. 
 

 Transitional Kindergarten ratio “add-on” is $3,044 per transitional kindergarten ADA. 
 

 Mandated Cost Block Grant is $37.81 for K-8 ADA and $72.84 for 9-12 ADA 
 

 Except as illustrated under Contributions to Restricted Programs, all federal and state 
restricted categorical programs are self-funded. 



General Fund Revenue Components 

The District receives funding for its general operations from various sources. A summary of the 
major funding sources is illustrated below: 

 

 
 
 
 
 
 
 
 
 
 
 



Education Protection Account 
As approved by the voters on November 6, 2012, The Schools and Local Public Safety 
Protection Act of 2012 (Proposition 30) temporarily increased the State’s sales tax rate and the 
personal income tax rates for taxpayers in high tax brackets. 

 
Proposition 30 provides that a portion of K-14 general purpose funds must be utilized for 
instructional purposes. Revenues generated from Proposition 30 are deposited into an account 
called the Education Protection Account (EPA). The District receives funds from the EPA based 
on its proportionate share of statewide general purpose funds. A corresponding reduction is 
made to its state aid funds. However, the EPA funding is additional state aid for the Sonoma 
Valley Unified School District and other basic aid districts. 

 
Subsequently, on November 8, 2016, the voters approved the California Children’s Education 
and Health Care Protection Act (Proposition 55) that maintains increased personal income tax 
rates for taxpayers in high tax brackets through 2030. Proposition 55 did not extend the sales 
tax increase; therefore, the temporary sales tax increase expired at the end of calendar year 2016. 

 
K-14 local agencies have the sole authority to determine how the funds received from the EPA 
are spent, but with these provisions: 

 The spending plan must be approved by the governing board during a public meeting 
 EPA funds cannot be used for the salaries or benefits of administrators or any other 

administrative costs (as determined through the account code structure) 
 Each year, the local agency must publish on its website an accounting of how much 

money was received from the EPA and how the funds were expended 
 

Further, the annual financial audit includes verification that the EPA funds were used as 
specified by Proposition 30. If EPA funds are not expended in accordance with the requirements 
of Proposition 30, civil or criminal penalties could be incurred. 

 
Illustrated below is how the District’s EPA funds are appropriated for 2022-23. The amounts 
will be revised throughout the year based on information received from the State. 

 

 
Education Protection Account (EPA) Budget 

2023-24 

Description Amount 

 
BEGINNING BALANCE 

 
$0 

BUDGETED EPA REVENUES: 
 

Estimated EPA Funds $642,116 

BUDGETED EPA EXPENDITURES: 
 

Certificated Instructional Salaries & Benefits $642,116 
TOTAL $642,116 
  

ENDING BALANCE $0 



Operating Expenditure Components 

The General Fund is used for the majority of the functions within the District. As illustrated 
below, salaries and benefits comprise approximately 86% of the District’s unrestricted budget, 
and approximately 77% of the total General Fund budget. 

 
 

Following is a graphical representation of expenditures by percentage: 



General Fund Contributions to Restricted Programs 

The following contributions of unrestricted resources to restricted programs are necessary to 
cover restricted program expenditures in excess of revenue: 

 

Description  Amount 

Special Education  $ 10,392,983 
IDEA  $        499,911 

Restricted Maintenance  $   2,330,901 

Elem Co‐Curricular  $  16,000 
MS Garden Program 
Title III 

$  94,464 
$       130,223 

 
TOTAL CONTRIBUTIONS  $ 13,464,493 

General Fund Summary 

The District’s 2023-24 General Fund projects a total operating deficit of $7,903,314 million 
resulting in an estimated ending fund balance of $8,296,371 million. The components of the 
District’s fund balance are as follows: revolving cash & other non-spendables - $10,000; 
restricted programs - $6,252,096 million; unassigned - $2 million. 

 
 

Cash Flow 

The District is anticipating having positive monthly cash balances during the 2023-34 school 
year except during the months of October, November and December, but can borrow for other 
funds to offset the deficit.  Cash is always closely monitored in order to ensure the District is 
liquid to satisfy its obligations. 

 
 

Fund Summaries 

Illustrated below is a summary of each Fund’s fund balance and corresponding change. 
 

Fund # 2022-23 Est. Net 
Change 

2023-24 

General (Unrestricted & Restricted) 1 16,199,686 ($7,903,314) $8,296,372
Child Development 12 $73,333 $87,384 $160,717 
Cafeteria 13 $82,546 $106,850 $189,396 
Deferred Maintenance 14 $709,706 ($414,133) $295,593 
Reserves for Postemployment Benefits 20 $245,992 ($184,863) $61,127 
Building Fund 21 $24,949,480 ($1,857,457 $23,092,023
Capital Facilities 25 $2,179,590 $458,700 $2,638,290 
County School Facility 35 $1,158,392 $10,000 $1,168,392 
Reserves for Capital Outlay 40 $3,544,767 ($180,490) $3,364,277 
Foundation Private-Purpose Trust 73 $387,626 $0 $387,626 

TOTAL  $49,531,118 $9,877,323 $39,653,795



Multiyear Projection 

General Planning Factors: 
Illustrated below are the latest primary funding factors from the enacted state budget. 

 

Planning Factor 2022-23 2023-24 2024-25 2025-26 
Dept of Finance Statutory COLA 6.56% 3.94% 3.29% 3.19% 
Local Control Funding Formula (LCFF) COLA 6.56% 3.94% 3.29% 3.19% 
STRS Employer Rates 19.10% 19.10% 19.10% 19.10% 
PERS Employer Rates 25.37% 26.68% 27.7% 28.30% 
SUI Employer Rates 0.50% 0.05% 0.05% 0.05% 
Lottery – Unrestricted per ADA $204 $177 $177 $177 
Lottery – Prop. 20 per ADA $100 $72 $72 $72 
Universal Transitional Kindergarten/ADA $2,813 $3,044   

Mandate Block Grant for Districts: K-8 per ADA $34.94 $34.94 $36.82 $38.30 

Mandate Block Grant for Districts: 9-12 per 
ADA 

$63.17 $67.31 $70.93 $73.78 

Mandate Block Grant for Charters: K-8 per 
ADA 

$18.34 $19.85 $20.63 $21.31 

Mandate Block Grant for Charters: 9-12 per 
ADA 

$50.98 $55.17 $57.34 $59.23 

 
Routine Restricted Maintenance Account 
(refer to the provisions discussed above) 

3% of 
total GF 
expend 
& outgo 

3% of 
total GF 
expend 
& outgo 

3% of 
total GF 
expend 
& outgo 

3% of 
total GF 
expend 
& outgo 

 
Various aspects of the planning factors illustrated above will be further discussed below with 
the District’s specific revenue and expenditure assumptions. 

 
Revenue Assumptions: 
Per enrollment trends, the District continues to decline in its enrollment. The Local Control 
Funding Formula is based on the Department of Finance's estimates of COLA and funding 
percentages towards the District's LCFF Target as noted above. Unrestricted local revenue is 
estimated to grow at 5% in subsequent years. Restricted federal and local revenue increases are 
associated with increased costs relating to self-funded programs. State revenue is expected to 
decrease due to the reduction of various program revenues and ADA. 

 
Expenditure Assumptions: 
Certificated step and column costs are expected to increase by 1.75% each year. Unrestricted 
certificated salaries include a reduction of 3 certificated positions due to expected declines in 
enrollment, but will need to assume the cost of pay increases offset by restricted funds in excess 
of $1M. Classified step costs are expected to increase by 1.85% each year. Restricted 
certificated and classified expenditures are estimated to decrease for 2023-24 primarily due to 
program adjustments. 

 
As a result of changes to salaries, adjustments to benefits are made to reflect the effects of salary 
changes noted above, program adjustments, and expected increases to employer pension costs 
as per the narrative provided earlier in this report. 



Unrestricted supplies and operating expenditures are estimated to remain constant with 
adjustments for inflation. Restricted supplies and operating expenditures are estimated to 
decrease for 2023-24 primarily due to program adjustments. Capital outlay and other outgo is 
estimated to remain relatively constant. Indirect costs from restricted programs are expected to 
increase in 2023-24 because indirect costs were not charged to all eligible programs in 2022-23 
Contributions to restricted programs are expected to increase in 2023-24 because of increased 
costs of special education programs and budget mistakes during the budget development 
process. k 

 
Estimated Ending Fund Balances: 
During 2023-24, the District estimates that the General Fund is projected to deficit spend by 
$7.9 million resulting in an ending General Fund balance of approximately $8.2 million. 

 
During 2024-25, the District estimates that the General Fund is projected to deficit spend by $3.5 
million resulting in an ending General Fund balance of $ 4.6million. 

 
Illustrated below are the components of fund balance for the current and two subsequent years 
in accordance with Senate Bill 858 disclosure requirements that show the amounts over the State 
mandated reserve of 3.0 percent of total General Fund outgo: 

 
Conclusion: 
Despite current year and future projected deficit spending, the projected budget and multi-year 
projections support that the District is projecting to be able to meet its financial obligations for 
the current and subsequent two years; however, it will not meet the 3% reserves. 

 
Administration is will be working in conjunction with the Board to identify cost saving measures 
to improve the financial condition of the District and ensure solvency. 
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