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This item was discussed by the Board of Education at its November 10, 2015 meeting. It is
being presented for action at this meeting. Additions and changes to this document are
shown in bold italics. The changes are increase in property tax revenue of $1,024,000,
transfer to the Basic Aid Reserve Policy of $93,335, program augmentations totaling
$773,000 of which $153,000 will be funded from the unrestricted undesignated fund balance,
$240,000 from unallocated property tax revenue and $380,000 will be funded by the State’s
one-time discretionary funds.
STRATEGIC PLAN INITIATIVE
Budget Trends and Infrastructure
RECOMMENDATION
It is recommended that the Board:
1. Give a positive certification to the County Superintendent that the District can meet its financial
obligations through the end of the fiscal year and for the subsequent two years.
2. Approve the budget revisions listed in the projected year totals.
BACKGROUND
Education Code requires California school districts to submit interim financial reports to their
County Office of Education twice a year. This first interim report reflects the status of District
finances as of October 31, as required by the State.
Based on the information contained in this report, the Board of Education must certify as to
whether the District will be able to meet its financial obligations for the remainder of the current
fiscal year and for the two years following the current fiscal year.
2015-16 BUDGET EXECUTIVE SUMMARY
Since the adoption of the Districts 2015-16 Budget, there have been a few significant changes to
the District’s financial position.
1. Local Property Tax Revenue. In August, the Santa Clara County Controller’s office estimated
2015-16 property tax revenue of $150,818,000, a growth of 10.25% over 2014-15. This is an
increase of $6.7 million over the 5.24% growth budgeted in June. In November, the
Controller’s office revised the estimated property tax revenue to be $151,842,000, a
growth of 10.99%, an increase of $1,024,000 from the August estimates and the
September Revised Budget.
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2. One-Time Discretionary Funds. The proposed State budget included one-time discretionary
funds of $601 per ADA or $7.2 million to PAUSD. The enacted budget reduced the allocation
to $530 per ADA or $6.4 million to PAUSD. Although these dollars are discretionary, the
intent language is to be used for professional development, instructional materials, technology
infrastructure, and any other investments necessary to implement Common Core State
Standards.
3. One-Time Educator Suppport Funds. The enacted budget includes one-time funding for
activities that promote educator quality and effectiveness. Funding is estimated at $1,450 per
2014-15 certificated staff. This equates to approximately $1,278,509 to PAUSD.
4. Adult Education. The enacted budget includes ongoing funding sources for Adult Education
programs. The estimate is $1,283,035 to PAUSD.
All of the changes mentioned above have been made prior to the first interim.
Proposed Budget Changes in First Interim Report
At this time, the District has revised its Budget to include revenue and expenditure adjustments.
The following are the adjustments made at the First Interim Report:
Revenues:
• Parcel tax exemptions claimed are higher than initially projected. Decrease of parcel tax
revenues by $144,652.
• Lease Revenue increase of $28,249 due to adjusting Cubberley annual lease increase to
3% and other minor adjustments to estimated lease revenue.
• State Education Protection Account Funds decrease by $39,296 due to the decline in
enrollment.
• Voluntary Transfer Program revenue increase by $33,625 due to a small increase in VTP
students.
• Special Education Revenue decrease by $61,307 per County office projections.
Expenditures:
• Personnel savings of $337,700 from the unused 2.70 FTE in the growth teacher budget.
• Transfer to Adult Education increase by $256,607
• Student Survey expense increase by $76,000. The expense will pay for the automated
student survey platform that will be used to fulfill components of the teacher’s contract.
• Special Education expense increase by $15,323 due to increase in restricted program
revenue.
Program Augmentations
Below are the proposed one-time budget requests for 2015-16 totaling $773,000. In addition
to the one-time expenditure requests (items 1-5), we are also requesting Board approval on
two critical need requests (items 6-7). We hope to hire the athletics trainers and be ready to
start in the spring season and for the parent liaisons to start working with the various
school sites immediately.
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ONE-TIME REQUESTS ($533,000): Items #1 and #2, totaling $153,000 will be funded by the
unrestricted undesignated fund balance. Items #3, 4, and 5, totaling $380,000 will be funded
by the State’s one-time discretionary funds already in the budget and therefore has no
impact to the general fund.
1. Special Education Program Review ($78,000): The Harvard Review is in progress.
There is additional cost of $78,000 to complete the review. We anticipated that the
Harvard Review will make recommendations to strengthen our inclusive practices
and develop a system to assure closer connections with parents and the extended
community.
2. Solar Feasibility Study ($75,000): The funds will be used to explore the possibility of
installing solar systems on district campuses. The costs include hiring a consultant
to do a feasibility study, to create a RFP for a procurement specialist and to make
recommendation for best course of action.
3. Curriculum Committee ($100,000): This budget will support committees to develop
and revise living skills and computer science curricula and evaluate various
counseling models at our high schools.
4. Elementary Math Pilot ($150,000): Math pilot programs at several elementary
schools. Purchase textbooks in 2015-16 for 2016-17 implementation.
5. Elementary classroom leveled libraries ($130,000): Funds will be used to assist with
developing and expanding leveled libraries. Students need at least 6 leveled texts
each week in the younger grades on their reading level to read in order to develop
all of the key literacy skills that promote strong reading students.
ON-GOING REQUESTS ($240,000): Funding for Items #6 and #7 will come from the
unallocated property tax revenue.
6. Athletics Trainers ($160,000): The high schools need full time trainers to deal with
the growth in the number of student athletes and teams. Trainers are needed to
implement important concussion protocols to ensure the safety of the students and
monitoring and ensure compliance of health related needs of students participating
in school sports.
7. Parent Liaisons ($80,000): This is one of the MATD recommendations. At the
elementary level the classroom teacher, ELD teacher, and primary language tutor
work together to meet student needs. The parent liaisons will provide valuable help
to the team by communicating with families of ELs and HUR to gain greater parent
participation and student connectedness and make them feel welcome.
Based on the year to date budget changes and the proposed budget adjustments for the First
Interim Report, the estimated unallocated revenue is $8.1 million. The District is currently
engaged in a process to determine the allocations of these funds which include potential settlement
costs with employee bargaining units.
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DISTRICT RESERVE
The current reserve, from the General Fund and the Basic Aid Reserve is projected to be 9.7%.
Because there are substantial one-time revenues in 2015-16, the total reserve will fulfill the 10%
basic aid reserve requirement based on on-going expenditures.
Reserve for Economic Uncertainties
Unrestricted, Undesignated Balance
Basic Aid Reserve
Total estimated 2015-16 ending reserve

$ 6,481,515
$ 53,818
$14,487,118
$21,022,451

3.0%
0%
6.7%
9.7%

FIRST INTERIM REPORT
Attached is the 2015-16 first interim report. This report includes a general fund summary, a
summary report on the other funds, a five-year general fund projection, and the criteria and
standards forms.
FIRST INTERIM REPORT GENERAL FUND SUMMARY (Page 11-12)
This is a summary of the status of the current 2015-16 year budget. The general fund summary
shows the adopted budget (column A), the current revised budget (column B), the revenues and
expenses as of October 31 (column C), and the projected year totals for revenue and expenditures
(column D). The current revised budget (column B) includes the budget adjustments from the
September budget update and all other routine budget adjustments through October 31.
The following provides details on each of the changes in the October 31, 2015 budget.
Revenue
Property Tax (Increase of $1,024,000): In November, the Controller’s office revised the
estimated property tax revenue to be $151,842,000, a growth of 10.99%, an increase of
$1,024,000 from the August estimates and the September Revised Budget.
Parcel Tax (Decrease of $144,652): Parcel tax exemptions claimed are higher than initially
projected.
Lease Revenue (Increase of $28,249): To reflect Cubberley annual lease increase to 3% and
other minor adjustments to estimated lease revenue.
State Education Protection Account Funds (Decrease of $39,296): Estimated funding from the
State is decreased due to the lower enrollment than initially projected.
Voluntary Transfer Program (Increase of $33,625): Estimated funding from the State is
increased due to the small increase in VTP students.
Special Education Revenue (Decrease of $61,307): Per County office projections.
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Expenditures
Personnel (Decrease of $337,700). Decrease of personnel savings from the unused 2.70 FTE in
the growth teacher budget.
Adult Education (Increase of $256,607). Additional amounts need to be transferred to Adult
Education Fund for the Maintenance of Effort requirement.
Student Survey expense (Increase by $76,000). The expense will pay for the automated student
survey platform that will be used to fulfill components of the teacher’s contract.
Special Education expense (Increase by $15,323). Corresponding increase in expenditures due
to the increase in restricted revenue.
Transfer to the Basic Aid Reserve Fund (Increase of $93,335). The District’s Basic Aid
Reserve Policy requires District to set aside 10% of the total expenditures. 3% is reserved
in the General Fund and 7% in the Special Reserve Fund (17). With the increased in
revenue, this is the additional amount required to transfer to the Basic Aid Reserve Policy
to fulfill the requirement.
Program Augmentations (Increase of $393,000). Program augmentations for special
education program review, solar feasibility study, athletics trainers at the high schools and
parent liaisons for families of English learners.
Unallocated funds of $8,133,612 are shown as available for program enhancements and
employee compensation based on year to date budget changes and the proposed budget
adjustments in the First Interim Budget Report.
FUND BALANCE
Unrestricted, Undesignated Fund Balance
In September the unrestricted, undesignated fund balance was projected at $340,837. The balance
is now projected at $53,818, a decrease of $287,019. The small decrease is primarily from the
adjustments of reserve amounts for economic uncertainties.
Fund Balance Designations
The total 2015-16 General Fund ending fund balance is estimated to be $29.1 million. Portions of
the fund balance were reserved for revolving cash accounts, stores inventories, and prepaid
expenses. The State recommended reserve for economic uncertainties and legally restricted
grants and entitlements. Portions of the fund balance have also been designated to provide for
specific purposes or previously appropriated one-time projects:
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2015-16
1st Interim

Revolving cash
Stores inventories
Prepaid expenses
3% reserve State recommended for
economic uncertainties
Professional development
New school funds
Restricted grants and entitlements
School discretionary carryovers
Tier III categorical carryovers
Program carryovers
Unrestricted, undesignated fund balance
Total Fund Balance

$

30,000
166,529
56,655

6,481,515
4,741,128
6,089,000
3,606,083
2,237,343
2,947,311
2,665,053
53,818
$29,074,435

CRITERIA AND STANDARDS SUMMARY REVIEW (Pages 13-15)
The District is in full compliance with cash balance, fund balance, and reserve
requirements.
CAPITAL FUNDS (Page 16)
The District account structure has a number of funds in addition to the General Fund whose status
is reported above. The District has significant activity and fund balances in several funds related to
construction, modernization, and maintenance called “capital funds” whose uses are restricted to
capital improvement purposes. Also reported here is the status on certain issues that affect the
financial status of capital funds in the District.
Fund 14-140, Deferred Maintenance Fund. The revenue sources for this fund consist of local
district transfers and interest. The funds can be used for deferred maintenance projects. Revenue
in the amount of $5,289 is projected from interest earnings. In addition, transfers from the Routine
Maintenance Funds of $450,000 to help with the project costs. The ending balance for this fund for
2015-16 is projected at $837,511.
Fund 21-210, Property Fund. The revenue consists of lease income and interest earnings and is
projected to be $129,604. Expenditures are restricted to capital outlay. The ending balance for
2015-16 is projected at $1,831,871.
Fund 21-211, Building Projects Fund. Revenue in the amount of $15,746 is projected from
interest earnings. Expenditures are restricted to capital outlay and related costs. The ending
balance is now projected at $3,366,583.
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Fund 21-212, Measure A – Strong Schools Bond Fund. This fund records the revenue and
expenditures resulting from the $378 million bond issue approved by the voters on June 3, 2008.
These funds are available for repairs, improvements, and renovations of and additions to school
buildings and grounds including classrooms, science and other laboratories and libraries, safety
and seismic upgrades, roofs, plumbing, sewer, lighting, and electrical and mechanical systems.
Including interest income, State grants, and the funding for bond issuing costs, the current
anticipated revenue for this program is $393,187,191 as adopted by the Board of Education and
modified with Board approved amendments. Expenditures in the amount of $391,190,984 have
been budgeted for multi-year projects. The amount of $1,996,207 remains to be budgeted and is
shown for now in the ending fund balance.
Fund 21-215/216, Planned Maintenance Fund. Bonds in the amount of $17 million for planned
maintenance were authorized by the voters in 1995 and were issued in July 2000. These funds
were fully spent in 2013-14. Beginning in 2013-14, the funding for planned maintenance was taken
over by the $17.8 million allocation from the Strong Schools Bond and will be accounted for in
Fund 216. Revenue in the amount of $64,875 is projected from interest earnings. The ending
balance for 2015-16 is projected at $11,416,281.
Fund 25-250, Capital Facilities Fund. The revenue for this fund consists of developer impact
fees and interest income. At this point, the fee revenue is projected at $700,000 and $18,924 in
interest income. Expenditures in this fund are restricted to school facilities and related costs. The
estimated expenditure for the year is $242,287. The ending balance is projected at $5,597,069.
ALL OTHER FUNDS (Page 17)
Fund 11-110, Adult School Fund. Adult Education is primarily supported by state revenue and
student fees for classes not supported by the State.
Fund 12-120, Child Development Fund. This program is supported by State revenue and parent
fees. Child care services are provided by Palo Alto Community Child Care (PACCC) as a
sub-contractor to the District.
Fund 13-130, Cafeteria Fund. The District receives federal and state funds for the Cafeteria
program and also receives revenue from food sales. For 2015-16, this program is not budgeted to
encroach upon the general fund. The program’s year-to-date sales are on track with the budget.
Fund 17-170, Special Reserve Fund. This fund holds the District’s Basic Aid Reserve. The fund is
estimated to have a balance of $14,487,118 at the end of 2015-16.
Fund 20-200, Retiree Benefits Fund. This fund, formerly Fund 710, was established in June 2006
to prepare for the compliance with GASB 45 and the funding of retiree benefits. GASB 45 requires
public agencies to report costs and obligations for post employment benefits. New employees hired
after July 1, 2009, are not entitled to this benefit. With this change, the retiree benefit liability will
cease over time. The District plans to spend down the balance in this fund over 30 years. The fund
is estimated to have a balance of $2,273,896 at the end of 2015-16.
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Fund 67-670, Self-Insurance, Dental Fund. The District is self-insured for its dental insurance
program. The income source is premiums paid by the District on behalf of employees and
expenditures are for claims incurred.
Fund 67-671, Workers Compensation Fund. The District transitioned from being self insured for
workers’ compensation to being fully insured on July 1, 2013. Prior to this, the District was
self-insured for its Workers Compensation Program. The projected remaining costs of these old
claims were accrued at the end of 2014-15 and will be paid from this payable.
MULTI-YEAR GENERAL FUND PROJECTION (Page 18)
Staff has prepared a five-year model of projected revenue and expenses, extending through the
year 2020-21.
This model is dependent on the assumptions used and the variables that are available in the
model. The assumptions are not just likely to change, they definitely will change as time passes,
and the District continues to reassess the assumptions in the current model. While the model
provides for additional teachers and site allocation funds for enrollment growth, it does not provide
for any percentage driven increases in numbers of support staff. It also does not provide for
increases in employee salaries and contributions to employee benefit costs.
The revenue projections are a function of individual projections of local, State, and Federal revenue
sources.
Revenue Projections
Enrollment. The District is using December 2015 enrollment projections. The moderate projection
is used for this projection.
Voluntary Transfer Program Revenue. The District receives 70% of the sending district’s LCFF
base grant amount for voluntary transfer students. COLA adjustments have been applied to this
revenue stream. The source of these COLA estimates is School Services of California (SSC).
Property Taxes. This item includes revenue from the secured roll, unsecured roll, and
homeowners’ exemptions. Absent additional information, this budget model uses a property tax
growth rate from the City of Palo Alto which ranges from 5.36% to 5.51% for 2016-17 to 2020-21.
These projections will be revisited as additional information is received.
Parcel Tax. Measure A passed in May 2015 for six years with an increase to $758 per parcel with
an annual escalation of 2% per year through 2020-21.
Special Education Revenue. The projected increases are based on COLA adjustments. The
source of these COLA estimates is School Services of California (SSC).
Lottery Income. Lottery income has been projected based on enrollment growth projection and
estimated changes in the rate. The source of these rate estimates is School Services of California
(SSC).
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Increases in Lease Income. The leases have an increase of 3% annually. The Garland lease
expires on June 30, 2016, and therefore, the rental income for the Garland site has been removed
for 2016-17.
Expenditure Projections
Additional Classroom Teachers for Enrollment Growth. Based on “moderate” projections of
enrollment growth at the elementary, middle, and high school levels, a calculation has been made
of the number of additional teachers required.
Additional Special Education Teachers and Aides. The District needs to plan for the additional
special education teachers and aides anticipated as enrollment increases.
Certificated Step/Column and Attrition/Retirement Savings. This estimate has been revised
with updated data from Human Resources.
Classified Step/Column and Attrition/Retirement Savings. This estimate has been revised with
updated data from Human Resources.
Health Benefit Costs. The health benefit costs are based on the rates effective January 1, 2015,
through December 31, 2015. No increase is included in the model after December 2015.
STRS Rate. The employer STRS rate continues to increase by1.65% per year until it reaches
19.1% by 2020-21. We have included this increase in the projections.
PERS Rate. For 2015-16 the PERS rate has been set at 11.847%. That rate is projected to rise
steadily to offset the significant losses to the PERS investment pool and change in long term
investment expectations, which will cause a significant increase in PERS payments by employees
and the District.
Workers’ Compensation Costs. The District transitioned from being self insured for workers’
compensation to being fully insured beginning on July 1, 2013. The rate for 2015-16 is 2.4635% of
overall salary and future budget estimates will be updated when new data is available from our
provider.
Routine Maintenance. The transfer to Routine Maintenance is 3.0% for the out-years.
Changes in School Discretionary Budgets. This category has been updated to correspond to
the projected enrollment changes. It has been adjusted to reflect the District’s allocation for the
startup costs of each new elementary classroom.
Increase in Utilities Expense. It is projected the costs will increase by 5% each year.
Increase in Special Education Non-Public School Tuition and Transportation Costs. It is
projected the costs of these line items will increase by 5% each year.
Additional Maintenance Costs. The increase shown each year reflects the increase in the routine
maintenance budget as a result of an increase in the overall general fund budget.
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Costs for the 13th Elementary School. This projection assumes implementation costs for the
thirteenth elementary school will begin in 2018-19. The estimated cost for the planning is about
$210,000 from the general fund. This model assumes the new school will be open in 2019-20, and
the estimated ongoing operating cost for this will be about $1.1 million. This assumption can
change pending a board decision this year.
Costs for the Potential Secondary School. This projection does not include the costs of opening
a secondary school. The estimated ongoing operating cost is $2.5 million for a middle school and
$3.6 million for a high school. This assumption can change pending board decision this year.
Unallocated funds shown on line 50. Based on the revenue and enrollment assumptions listed
above, unallocated funds are projected in the multi-year projection. Unallocated funds are shown
on this line as available for program enhancements and employee compensation.
NEXT STEPS
Following approval of the First Interim report in December, we will provide an update in January’s
Board meeting based on the Governor’s budget.
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