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August 27, 2010

All AVUHSD Employees:

It is my hope that each of you took some time this summer to relax and rejuvenate. Our
initial Professional Development days were well attended and I observed a high level of
engagement and professionalism by all teaching staff as we focused on student
achievement. I congratulate you on a job well done.

As you are aware, the State of California continues to be challenged in creating its
operating budget which also means that California schools face the same challenge.
As of this letter, no State budget exists. The District submitted its operating budget to
the County of Los Angeles for school year 2010/11 in June 2010. It shows the District
operating from a solvent position with a 3% reserve as required by law. In addition to
demonstrating solvency for the upcoming school year, the County requires that all
school districts project their budgets for the current year plus two. It is the out-year
assumptions for 2011/12 and 2012/13 that pose challenges for our district as we work
toward resolving a projected $25.5 million shortfall during 2011/12.

As the Fiscal Services Division of the Los Angeles County Office of Education has
reviewed our budget, they have requested additional specifics as to how our district
intends to deal with our projected budget shortfall in school year 2011/12 and 2012/13.
We are being asked by the County to submit evidence that the District/Board of
Trustees is aware of and willing to make the difficult decisions to eliminate the projected
budget shortfall. Attached to this correspondence is a letter from the Business Services
Division of LACOE to our Board President which comments on their budget review
process and specifies further requirements for action by our district.

Over the past three years, our district has been successful in dealing with less
resources allocated to public education. In those three years we have cut or offset just
under $40 million from the operating budget of the district. Our labor groups have
similarly experienced reductions in force due to the financial challenges of the state.
Over the last two years CSEA has reduced its labor force by approximately 8%, AVTA
has similarly reduced staffing by approximately 8%, and management has reduced
staffing by approximately 13%.
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On a positive note, during the past week the federal government passed a new federal
teacher jobs measure of $1.2 billion. While distribution details are vague, this new relief
should provide more resources. Furthermore, the District is eligible to receive $2 million
in the State Fiscal Stabilization Fund in October of 2010.

I trust that your professionalism and desire to make a difference in the lives of our
students is strong. I also trust that we will deal with our fiscal challenges as a team and
that although some of our decisions may not be embraced by all, there is an
understanding that we must reduce our operating costs to remain solvent.

We continue to welcome your ideas, suggestions, and recommendations for budget
reductions. You may forward your perspectives on budget reductions to the e-mail of
any Cabinet member, your collective bargaining representative, Board members, or
members of the District’s Budget Advisory Committee.

I wish all of you the very best in the upcoming 2010/11 school year and look forward to
seeing you.

Sincerely, ~j /
David J. Vierra, Ph.D.
Superintendent

Attach: LACOE Budget Review Letter
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Mr. Lee D’Erricco, Board President
Thomas A. saenz Antelope Valley Joint Union High School District
President

44811 Sierra Highway
Douglas R. Boyd Lancaster, CA 93534-3226
Vice President

Rudolf S. Freer Dear Mr. D’Erricco:

Leslie K. Gilbert-Lurie In accordance with the provisions of Education Code (EC) Section 421 27’a review of

Gabrielta Holt the Antelope Valley Joint Union High School District’s (District) budget for
fiscal year 20l0-11~ has been completed by the Los Angeles County Superintendent of

Rebecca J. Turrontine . .Schools (County Superintendent). Our analysis of the data provided indicates that the
Mada Elena Yepes District will not be able: tQ meet its financial obligations for 2011-12 and 20 12-13

without the implementation of specific board-approved reductions or new revenues.
Therefore, we are unable to approve the District’s budget at this time.

We recognize that the District has made significant expenditure reductions to adopt
its 2010-11 Budget. We also recognize that the State’s financial condition is the
source of an increasing level of fiscal distress to the District ~j~4 is outside of the
District’s control; however, the Di~trict is still required to meet State Standards and
Criteria for a current year budget and two subsequent fiscal years. The budget
submitted to the Los Angeles County Office of Education (LACOB) does not fully
address the minimum requirements. This letter will highlight those specific areas of
concern to be addressed and resubmitted to LACOE. In addition, we offer our
comments and concerns regarding the following. -.

FISCAL STABILIZATION PLAN FOR 2010-11

In our April 15,2010, and June 25, 2010, letters, LACOE requested that the District
submit a fiscal stabilization plan with the 2010-11 Adopted Budget that would iestore
and maintain the’ District’s projected fund balances and reserves for 2010-11,
2011-12, and 2012-13. We reminded the District that an alternate plan should be
prepared if negotiations are not settled at the time of budget adoption.

The District submitted a Fiscal Stabilization Plan with the 2010-11 Adopted Budget
that included solutions that allowed the District to meet its financial obligations
during fiscal year 2010-11 only. However, Fiscal Stabilization Plan measures that
address deficit spending for 2011-12 and 2012-13 have yet to be determined.
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DEFICIT SPENDING

The District’s Adopted 2010-11 Budget is projecting an unrestricted General Fund operating
deficit of approximately $9.8 million for 2010-Il. This level of deficit spending represents
4.82 percent of the total budgeted outgo and exceeds the District’s projected reserves for
2010-11. The District is also projecting unrestricted General Fund operating deficits of
approximately $29.7 million and $29.8 million for 2011-12 and 2012-13, representing
14.51 percent and 14.33 percent of the total budgeted outgo for 2011-12 and 2012-13,
respectively.

According to our review of the District’s budget data and assumptions, the increase in projected
unrestricted General Fund deficits for 2011-12 and 2012-13 are primarily due to 2010-11
inclusion of one-time cost savings achieved through negotiations with the bargaining units.

We have also noted that the District’s Unrestricted General Fund ending balances and reserves
will decrease as a result of deficit spending, which are illustrated in the table below.

Unrestricted General Fund Projection
(S millions)

2010-11 2011-12 2012-13

District Deficit Spending
Beginning Unrestricted
General Fund Balance $16.09 $6.31 ($23.41)

Projected Deficit Spending ($9.78) ($29.72) ($29.79)

Ending Unrestricted
General Fund Balance $6.31 ($23.41) ($53.20)

District Adopted Reserves
District Reserve Amount $6.14 ($23.58) ($53.37)

District Reserve Percent 3.02 percent (11.52) percent (25.68) percent

Please note that the District can only meet all its financial obligations by meeting the standards
and criteria reserve requirements in the current and two subsequent years.

DECLINING ENROLLMENT AND REDUCED STATE FUNDING

The District’s 2010-11 Adopted Budget reflects declining enrollment. The District’s projected
funded revenue limit average daily attendance (ADA) is 21,685 for 2010-11,21,292 for 2011-12,
and 21,292 for 2012-13. The estimated impact of the declining enrollment on the District’s
projected funded revenue limit ADA reflects a two-year loss totaling 393 ADA, representing a
1.81 percent decrease from the District’s 2010-11 ADA.
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We remind the District that EC Section 42238.5(a)(1) allows districts with declining attendance
to continue to receive funding based on the greater of prior year or current year actual
attendance. This provides, in effect, a one-year cushion for the loss of revenue due to
declining enrollment/attendance. However, the District will lose state funding over time if the
decline in enrollment continues.

We request that the District carefully monitor its enrollment trends and adjust its financial
projections accordingly for the current and subsequent fiscal years, if further material reductions
in enrollment occur or are expected to occur.

RESERVE FOR ECONOMIC UNCERTAINTIES

We noted in our review of the District’s Budget and multiyear projections that the District is
projecting reserve levels at 3.02 percent for 2010-11, negative 11.52 percent for 2011-12, and
negative 25.68 percent for 2012-13. While the reserve level for 2010-11 meets the minimum
requirements of the State Criteria and Standards, the reserves for 2011-12 and 2012-13 are below
the required levels.

We therefore request that the District take steps to reevaluate its spending priorities for 2011-12
and 2012-13 in order to restore and maintain the reserves at the required levels. The District is
further requested to adopt and submit a fiscal stabilization plan with the revised adopted budget
due to our office by September 8,2010. This plan should include detailed options, which the
District’s Board will consider in meeting its fiscal obligations.

PROJECTED COST OF LIVING ADJUSTMENTS IN 2011-12 AND 2012-13

Informational Bulletins No. 348, dated June 2, 2010, titled “May 2010 Revision Update” and
No. 349, dated June 10, 2010, titled “2010-11 Budget Development and Financial Reporting
Software: Assumptions and Instructions” cautioned that there is no assurance a statutory
cost of living adjustment (COLA) will be funded for 2011-12 and 2012-13 because of the
uncertainty of the State’s economy and financial resources. LACOE recommended that should
districts include the COLA in their revenue projections for 2011-12 and 2012-13, an alternative
plan be submitted with the Adopted Budget that includes other revenue enhancements and/or
expenditure reductions to offset the potential loss of COLA revenue in both years.

Our review noted that the District’s revenue limit projections for 2011-12 and 2012-13 include
the COLAs currently forecast at 2.10 percent and 2.40 percent, respectively, with no alternative
plan currently in place. We request that the District submit a Board-approved plan that would
address potential revenue limit shortfalls of $2.55 million in 2011-12 and $5.53 million in
2012-13 should the projected COLAs not be funded. This alternative plan should be included
with the District’s 2010-11 Revised Adopted Budget due to our office by September 8, 2010.
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LABOR CONTRACT NEGOTIATIONS

According to the information provided in the District’s 2010-11 Adopted Budget, labor contract
negotiations for classified salaries and benefits in 2010-11 remain unsettled and potential
changes have not been calculated and incorporated into multiyear budgeted salary and benefit
expenditures. Because labor costs make up a large portion of the Districts budget, we are
concerned that any salary and benefit increase, if paid from reserves or other one-time resources,
could adversely impact the fiscal condition of the District.

This letter is a reminder that, before the District’s Board of Education takes any action on a
proposed collective bargaining agreement, the District must meet the public disclosure
requirements of Government Code Section 3547.5 and the California Code of Regulations
Title V, Section 15449. The document used for this analysis was referenced in Informational
Bulletin No. 2, dated July 1,2010, and is titled “2010-11 Forms for Assembly Bill (AB) 1200:
Public Disclosure of Proposed Collective Bargaining Agreements.” This document can be found
at the following Web site or by calling your Business Services Consultant:

www.lacoe.edu/bas

COUNTY OFFICE RECOMMENDATIONS

Because LACOE is not able to approve the District’s 2010-11 Adopted Budget, we request that
the District submit any additional and relevant information and a Board-adopted resolution along
with the 2010-li Revised Budget. This resolution should reflect the Board’s commitment to
address the issues noted in our analysis and comments. The resolution should include potential
beginning balance adjustments, cost reduction or revenue enhancement options that the Board
will be considering in addressing the shortfalls in 2011-12 and 2012-13. The District’s plan
should address the following issues.

• Reduction or elimination of deficit spending in 2011-12 and 2012-13,

• Establishment of General Fund reserves in 2011-12 and 2012-13 to meet the 3.0 percent
minimum, and

Alternative plan for unfunded COLAs in 2011-12 and 2012-13.

FOLLOW-UP ACTIONS

District Actions

In order for LACOE to approve the District’s revised budget for 2010-11, the District needs to
respond with a new and complete SACS budget (i.e., all funds). This revised submittal should
incorporate the 2009-10 unaudited actuals, all revisions and/or modifications, any new
assumptions, State Criteria and Standards, and a cash flow projection reflecting July 2010
through June 2011.



Mr. Lee D’Erricco, Board President
Antelope Valley Joint Union High School District
August 16, 2010
Page 5

Furthermore, the District’s Board of Education should do the following by September 8,2010:

• at a regular meeting of the Board, review the recommendations contained in this letter and
submit a response to the recommendations,

• reflect changes in the projected revenue or expenditures subsequent to July 1, 2010,
including incorporating the 2009-10 Unaudited Actuals data, and

• prepare and submit the revised budget and supporting data.

County Superintendent Actions

By October 8, 2010, the County Superintendent must approve or disapprove the revised budget.
This new budget, if approved, will be frozen as the District’s official final budget for 2010-11.
Resolution of the County Superintendent’s concerns by September 8, 2010, will prevent a
disapproval of the final budget and the subsequent imposition of a Budget Review Committee.

DEBT ISSUANCE

This letter also serves as a reminder of the statutory requirements placed on debt issuance by
school districts with qualified interim report certifications. These requirements are specifically
addressed by EC Section 42133(a).

LATE STATE BUDGET ADOPTION

LACOE’s evaluation of district budgets was based on assumptions from the Governor’s
May Revision. There is still significant uncertainty surrounding the passage of the State budget
in terms of the final impact upon K-12 education. Districts may find it necessary to make
adjustments to their budgets once the State budget is passed. Please remember that EC Section
42127(i)(4) requires that:

“Not later than 45 days after the Governor signs the annual Budget Act, the
school district shall make available for public review any revisions in revenues and
expenditures that it has made to its budget to reflect the fhnding made available by
that Budget Act.”

LACOE will issue a bulletin with additional guidance for districts to follow once the
State budget is adopted. Based on the impact the State Adopted Budget will have on education,
our office may require additional budget adjustments with or before the First Interim Report
submission.
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CONCLUSION

We wish to express our appreciation to the District’s staff for their cooperation during the review
of the District’s budget for fiscal year 2010-11. If our office may be of further assistance, please
call me at (562) 922-6124 or your. Business Services Consultant, Ten S. Stockman at
(562) 922-6135.

id Kenn&h Shelton
Assistant Superintendent
Business Services
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cc: Board of Trustees
Dr. David J. Vierra, Superintendent
Mr. Jeffrey Foster, Deputy Superintendent
Ms. Brenda Yardeen, Chief Financial Officer
Mr. Scott Hannan, California Department of Education
Ms. Ten S. Stockman, Business Services Consultant, LACOE

Sii


