V.E.MAR.09

WEST SONOMA COUNTY UNION HIGH SCHOOL DISTRICT

TO: Kellie Noe, Board President

FROM: Steve Jorgensen, Assistant Superintendent

DATE: March 11, 2009

ITEM: CONSIDERATION OF APPROVAL OF WEST SONOMA

COUNTY UNION HIGH SCHOOL DISTRICT’S 2008-09 SECOND
INTERIM FINANCIAL REPORT

BACKGROUND INFORMATION:

The Second Interim financial report presents the district’s financial and budgetary status
as of January 30, 2008. Due to the length of time before the March 12 meeting, the
Business Services Department was able to determine the financial and budgetary status
through February 20, thereby providing an even more up-to-date picture. The report
includes the General Fund transactions (Fund 01) and the transactions of the West
Sonoma County Special Education Consortium (Fund 06) for which the district is the
Local Educational Agency (LEA). It also includes a summary of the Adult Education
Fund (Fund 11), the Cafeteria Special Reserve Fund (Fund 13), the Deferred
Maintenance Fund (Fund 14), The Building Fund (Fund 21), the Capital Facilities Fund
(Fund 25), the County School Facilities Fund (Fund 35), the Special Reserve Fund (Fund
40), the Self-Insurance Fund (Fund 67), and the Foundation Trust Fund (Fund 73).
During the 2008-09 school year, the School Board has received monthly updates
regarding budget transfers and adjustments that were made to the adopted budget.

Based on their Second Interim financial report, school Districts file one of the following
three options:

Positive - The District will be able to meet its financial obligation for the current and two
subsequent school years.

Qualified - The District is at risk of not being able to meet its financial obligation for the
current and two subsequent school years.

Negative - The District will not be able to meet its financial obligation for the current and
two subsequent school years.

CURRENT CONSIDERATION:
The School Board will be reviewing the Second Interim Financial Report (see attached

report). In addition, the School Board will be reviewing three drafts of the Second
Interim Multi-Year Projection.




Draft 1 reflects the current 2008-09 budget through February 20, 2008, and a projection
of the 2009-10 and 2010-11 budgets. Draft 1 has a Unapproprated Ending Balance of

$943,466 for 2008-09, a deficit of $487,956 for 2009-10 and a deficit of $1,873,228 for
2010-11.

Based upon the projections in Draft 1, the District would be able to meet its financial
obligations for the current fiscal year but would be at risk of not meeting its financial
obligations for the two subsequent fiscal years and would be filing Qualified.

Draft 2 of the Second Interim Multi-Year Projection reflects the current budget for the
2008-09 school year through January 30, 2009, a projection of the 2009-10 school year
after specific assumptions have been enacted in 2009 and a projection of the 2010-11
budget. Draft 2 has an Unapproprated Ending Balance of $680,157 for 2008-09,
$228,212 for 2009-10 and a deficit of $969,567 for 2010-11. (See Attachment 3; a
summary of assumptions used when developing Draft 2.)

Based upon the projections in Draft 2, the District would not be able to meet its financial
obligations for the 2009-10 and 2010-11 school years and would be filing Qualified.

Draft 3 of the Second Interim Multi-Year Projection reflects the current budget for the
2008-09 school year through January 30, 2009, changes made in Draft 2 and a transfer of
categorical dollars from restricted to unrestricted accounts as a result of flexibility
provided within the recently adopted State budget. Draft 3 has an Unapproprated Ending
Balance of $943,466 for 2008-09, $1,774 for 2009-10 and a deficit of $1,318,798 for
2010-11. (See Attachment 5; a summary of assumptions used when developing Draft 3)

Based upon current financial information in Draft 3, which includes the recently updated
budget figures through February 20, 2009, and projected reductions noted as assumptions
which adjust the multi-year budget, the District will be at risk of not being able meet its
financial obligations for the 2010-11 school year and is filing Qualified.

RECOMMENDATION:

The School Board is respectfully requested to approve the 2008-09 Second Interim

Financial Report, Draft 3, and authorize the School Board President to certify that the
district will be filing a Qualified budget.

ATTACHMENTS:
Yes
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ATTACHMENT 3

SUMMARY OF CHANGES TO THE MULTI-YEAR PROJECTION
(Refer to MYP Draft 2)

2009/10
Revenues

Average Daily Attendance — The District used a prior year P2 ADA of 2231 in its
revenue projection; a decrease of 50 from the previous year.

Revenue Limit Funding — The budget is based on a 0% COLA and an adjusted revenue
limit deficit of 7.844%, as per the School Services of California projection. The total
base revenue limit funding is $7410 per average daily attendance (ADA).

Federal Revenues — Dollars expected to flow to the District as a result of the recently
passed Federal stimulus package remains unclear at this time.

State Revenues - A reduction is planned due to a decline in enrollment and an additional
15.4% reduction in categorical funding as a result of the recently passed State budget.

Local Revenues — A reduction of $150,000 as a result of an adjustment to establish a
District account for site donations, removing these dollars from site Associated Student
Body accounts, as per regulations. Each site will retain- sole access to these funds
received. An additional $52,000 has been reduced as a result of Regional Occupation
Program (ROP) sections being reduce as a result of a 20% reduction to the ROP budget.

Expenditures

Salaries — Step increases for both certificated and classified employees have been
included; no other salary increases are budgeted. A reduction of 9.16 certificated full-
time equivalent (FTE) positions and a 4.14 FTE classified reduction are included as an

adjustment for the recently passed State budget and declining enrollment and the related
loss of funding.

Health Benefits — A 12% increase to medical benefits has been budgeted for all
employees.

Statutory Benefits — These will increase proportionately with Step and Column
increases and are projected to increase 1.3%.

Books and Supplies — A $216,000 decrease is budgeted for textbook purchases and
supplies in anticipation of a decline of categorical revenue.



Services and Other Operating Expenses — A $72,000 decrease is budgeted in services

and other operating expenses in anticipation of a decline in the use of consulting services
and a variety of other related areas.

Unappropriated Balance — A deficit of $240,276
2010-11
Revenues

Average Daily Attendance — The District used a prior year P2 ADA of 2177 in its
revenue projection; a decrease of 54 from the previous year.

Revenue Limit Funding - The budget is based on a .70% COLA, as per the School

Services of California projection. The total base revenue limit funding is $7462 per
average daily attendance (ADA).

State Revenues - A reduction is planned due to a decline in enrollment and an additional
4.46% reduction in categorical funding as a result of the recently passed State budget.

Expenditures

Salaries — Step increases for both certificated and classified employees have been
included; no other increases are budgeted.

Health Benefits — A 12% increase to medical benefits has been budgeted for all
employees.

Statutory Benefits — These will increase proportionately with Step and Column
increases and are projected to increase by 1.3%.

Unappropriated Balance — A deficit of $1,823,055
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ATTACHMENT §

SUMMARY OF CHANGES TO THE MULTI-YEAR PROJECTION
(Refer to MYP Draft 3)

In addition to the changes to the multi-year projection noted in Attachment 3, Draft 3

includes the following proposed reductions in 2008-09 as a result of the recently adopted
State budget.

2008/09
Expenditures

Services and Other Operating Expenses — A $122,000 savings due to anticipated
carryover of dollars.

Transfers Out — A $236,436 transfer from restricted funds to unrestricted funds as a
result of the categorical flexibility allowed with the passing of the recent State budget.

Contribution to Restricted Programs — A $150,000 Routine Restricted Maintenance
transfer from restricted funds to unrestricted funds as a result of the categorical flexibility
allowed with the passing of the recent State budget.

2008-09 Unappropriated Balance - $943,466
2009-10 Unappropriated Balance - $1,774

2010-11 Unappropriated Balance - A deficit of $1,318,798
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