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SIERRA SANDS UNIFIED SCHOOL DISTRICT MARCH 18, 2010

11. BUSINESS ADMINISTRATION

11.2 Approval of Second Interim Report for Fiscal Year 2009-10

BACKGROUND INFORMATION: In accordance with California Education Code
42130-42131, no later than 45 days after the close of each reporting period, the school
district governing board shall approve an interim financial report and certify in writing
whether the school district is able to meet its financial obligations for the remainder of
the fiscal year, and based on current projections, for subsequent fiscal years.

CURRENT CONSIDERATIONS: The second interim report provides an opportunity
to review and analyze trends and recent experience and refine projections made in the
first interim report. This includes projects for the out-years as well. As we see the na-
tional and state fiscal problems continue, the second interim report provides an oppor-
tunity to discuss the impact on the district’s current year plan and begin to deal with
the potential out-year impact.

FINANCIAL IMPLICATIONS: As has been noted throughout this year, 2009-10
continues to be fiscally challenging. The district recognizes the mandate for districts
to demonstrate fiscal solvency for the current year plus the two subsequent years. In
consideration of that mandate, the following are important elements of this report.

e ADA continues to decline and is recognized in both out years. The district will con-
tinue to be paid on ADA of 5174.76 as originally planned.

e The most recent guidance indicates that mid-year cuts are not expected for 2009-10.

e The 2009-10 fiscal year began with an ending fund balance (reserve) of $6.2 mil-
lion. Of this, about $3.4 million were one time funds. As of this report, $2.8 million
of these reserves will be used to fund the 2009-10 deficit. This will allow the dis-
trict to maintain the basic mandated 5% reserve for economic uncertainties in its un-
restricted general fund.

e The district plans to continue to use all of the flexibility provided in the 2008-09 and
2009-10 budget acts. This consists of K-3 Class Size Reduction flexibility which
provides for a reduced payment while loading K-3 classes at a larger than 20:1 stu-
dent to teacher ratio. As of this report, the district’s kindergarten student to teacher
ratio is 26.9:1 and the grades 1-3 ratio is 25.4:1. Also allowed is the shift to the un-
restricted general fund of all Tier 3 (formerly restricted programs) as well as the dis-
cretionary use of the funding associated with these Tier 3 programs.

e The district plans to use all of the American Recovery and Reinvestment Act
(ARRA) funding for IDEA in 2009-10 and 50% of ARRA Title I and ARRA State
Fiscal Stabilization Funds in 2009-10. The remaining 50% will be used in 2010-11.
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Item 11.2, Business Administration 2 MARCH 18, 2010
Second Interim Report

e The second interim report speaks to the anticipated revenue and expense picture by
the end of the fiscal year. The projections are based on guidance from the California
Department of Education, Kern County Office of Education, and School Services of
California. Staff uses that guidance in concert with trend and recent experience
analysis to project the year-end results. With regard to revenue, current guidance
from the state directs that 100% of expected revenue be displayed as received even
though the latest revenue deferral schedule states that 25% of the district’s principal
apportionment (about $6 million) will not be received until approximately two
months after the close of the fiscal year. Because revenue deferrals will continue to
be part of the revenue picture, this could cause a cash flow problem as the year pro-
gresses and expenses requiring cash versus anticipated revenue are experienced. It
should be noted that the district spends between $1 million and $6 million per month
with $3.8 million being the average. These expenses include the payment of sala-
ries, benefits, payroll, and other taxes as well as payment to vendors for the goods
and services required for district educational purposes. In consideration of this fact,
even with the district’s $6.2 million beginning fund balance, depending upon the
speed and magnitude of its expenses by year end, cash flow could be a problem.
This makes the management of cash a critical element of the district’s fiscal plan. If
cash becomes an issue due to the deferrals, Fund 17 will become a resource for that
purpose.

e Cost cutting incentives continue as 2009-10 progresses.

Notable for 2009-10 are also the following:

e Revenue limit transfers are anticipated to be about $429,900 less due to the cut to
ADA.

¢ In addition to deferring the textbook adoption (about $450,000) and the purchase
and installation of a surveillance system at two school sites (about $366,000), en-
croachment is anticipated to be less than originally projected due to further utiliza-
tion of ARRA monies associated with the Special Education program, the use of tar-
geted improvement monies to reduce home-to-school transportation encroachment,
as well as savings realized through the enforcement of district walk distances.

For 2010-2011 and 2011-2012:
The multiple year projection is always an important part of all district reporting. Be-
cause of the significant challenges presented by the national and state fiscal crises, it

has become an even more critical component of this report.

e ADA for both out years has been calculated at 5059.84. This reflects the recogni-
tion of the district’s declining enrollment trend.
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Second Interim Report

e Fiscal year 2010-11 reflects a negative COLA of -.38% as well as an additional cut
of about $1 million in revenue. Fiscal year 2011-12 reflects a COLA of +1.8% and
the ongoing $1 million cut in revenue.

e A 1% step and column and statutory benefits are reflected for both years.

e About a 7% increase for health and welfare benefits are reflected for both 2010-11
and 2011-12.

e The Consumer Price Index (CPI) is used for expenses other than salaries and bene-
fits. For 2010-11 the CPI is 2%; for 2011-12 the CPI is 2.6%.

e The deficit, while reduced, is projected to be about $1.8 million in 2010-11 and $2.7
million in 2011-12.

o While still positive, the ending fund balance in 2010 of $1.6 million is less than the
5% reserve. Fund 17 reserves are cited as the source to meet the reserve require-
ment.

e Absent other changes, the ending fund balance for 2011-12 is projected to be nega-
tive by about $1 million. Fund 17 reserves will again be cited for this purpose.

In order to comply with the state fiscal solvency mandate and reduce the deficit and
operate in a fiscally prudent manner, in January the district offered a retirement incen-
tive to certificated and classified employees as well as an early resignation notification
incentive to both groups. These incentives will not be funded from the General Fund
but rather through the use of other funds which are sometimes referred to as reserves.
Specifically, the incentives themselves will use monies located in Fund 17, Special
Reserves for other than Capital Projects. The ongoing post retirement benefits costs
for those employees participating in the retirement incentive will use monies in Fund
20, Other Post Retirement Benefits. It is anticipated that Fund 17 expenses, which are
one-time expenses, will be about $591,800. The Fund 20 expenses, which are antici-
pated to be ongoing for about nine years, are projected to be $1.5 million. Both items
will be reflected beginning in 2010-11.

At the March 11, 2010 board meeting, the board approved layoff actions resulting in
about $3.5 million savings in salaries and benefits. This action was necessary in order
to deal with the continuing negative fiscal situation. Significant district employee par-
ticipation in the retirement/resignation initiative prevented broader layoff actions.

It should be recognized that even with the considerable efforts by the district to miti-
gate the effects of the present fiscal crisis, reflective of the recent board layoff action,
the deficit in 2010-11 is projected to be $1.8 million. Without further modifications,
by 2011-12, the deficit will rise to about $2.7 million. This will necessitate citing re-
maining Fund 17 monies to account for its mandated reserves in 2010-11 and pay for
its ongoing operations as well as citing it as a source of the mandated 5% reserve.
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Second Interim Report

Because the monies in Fund 17 are one-time funds and there is no other source for re-
plenishment, it is critical that these funds be used only in extreme necessity. It should
also be noted, however, that if the economic situation improves in the near term, this
fiscal scenario for 2010-11 and 2011-12 could become more positive. If it does not
improve, further cost cutting initiatives may be required.

SUPERINTENDENT’S RECOMMENDATION: It is recommended that the Second
Interim Financial Report for the Sierra Sands Unified School District be accepted as
presented.
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SIERRA SANDS UNIFIED SCHOOL DISTRICT MARCH 18, 2010

12. CONSENT CALENDAR

12.1 Approval of “A” and “B” Warrants

CURRENT CONSIDERATION: “A” and “B” warrants released in February 2010 are
submitted for approval. “A” warrants totaled $2,246,557.00. “B” warrants totaled
$796,855.92.

FINANCIAL IMPLICATIONS: Warrants were issued as stated.

SUPERINTENDENT’S RECOMMENDATION: Approve “A” and “B” warrants for
February 2010 as presented.
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This list represents the "A" and "B" warrants released during the month of February 2010
The "A" and "B" warrant registers are available in the business office for your review.

RECOMMENDED ACTION: Approve "A" and "B" warrants as presented.

"A" WARRANTS

Type of Payroll Amount
End of month certificated $1,596,135.58
End of month classified $531,711.71
10th of month certificated $71,622.67
10th of month classified $47,087.04
Total "A" Warrants $2,246,557.00
"B" WARRANTS
Register Number Amount
Batch 137 $25,583.48
Batch 138 January
Batch 139 $183,021.50
Batch 140 Food Service
Batch 141 $18,850.00
Batch 142 $48,322.03
Batch 143 $28,340.31
Batch 144 $48,778.23
Batch 145 Food Service
Batch 146 $62,088.52
Batch 147 $18,825.47
Batch 148 $55,212.51
Batch 149 $51,814.28
Batch 150 $133,550.00
Batch 151 March
Batch 152 Food Service
Batch 153 $25,252.65
Batch 154 $25,142.71
Batch 155 $23,141.84
Batch 156 Food Service
Batch 157 Void
Batch 158 $6,788.87
Batch 159 $42,143.52
Batch 160 March
Batch 161 Food Service
Batch 162 Void
Batch 163 Void

Total "B" Warrants $796,855.92
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SIERRA SANDS UNIFIED SCHOOL DISTRICT MARCH 18, 2010

12. CONSENT CALENDAR

12.2 Approval of Recommendations for Expulsion, Expulsion Cases #16 0910, #17 0910,
and #22 0910

BACKGROUND INFORMATION: Education code requires the board to take final
action on recommendations for expulsion.

CURRENT CONSIDERATIONS: Board approval is requested for the following ex-
pulsion case:

Expulsion Case #16 0910: As stated in a stipulated expulsion agreement, student is
expelled for the remainder of the 2009-10 school year and the fall semester of the
2010-11 school year, suspending the expulsion for the 2010-11 fall semester and al-
lowing the student to apply for readmission to Sierra Sands in August 2010 under the
terms of a contract. During the period of expulsion, the student is referred to the
Ridgecrest Learning Center.

Expulsion Case #17 0910: As stated in a stipulated expulsion agreement, student is
expelled for the remainder of the 2009-10 school year and the fall semester of the
2010-11 school year, suspending the expulsion for the 2010-11 fall semester and al-
lowing the student to apply for readmission to Sierra Sands in August 2010 under the
terms of a contract. During the period of expulsion, the student is referred to the
Ridgecrest Learning Center.

Expulsion Case #22 0910: As stated in a stipulated expulsion agreement, student is
expelled for the remainder of the 2009-10 school year and the fall semester of the
2010-11 school year, suspending the expulsion for the 2010-11 fall semester and al-
lowing the student to apply for readmission to Sierra Sands in August 2010 under the
terms of a contract. During the period of expulsion, the student is referred to the
Ridgecrest Learning Center.

FINANCIAL CONSIDERATIONS: None.

SUPERINTENDENT’S RECOMMENDATION: Approve the recommendations for
expulsion, Expulsion Cases #16 0910, #17 0910, and #22 0910 as presented.
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