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PURPOSE AND PROCESS OF THE REPORT

Vavrinek, Trine, Day and Co., LLP (VTD) has been contracted by the Board of Trustees of the Del Mar
Union School District (DMUSD) to assist in the financial component of the District’s Strategic Planning
process. The Board of Trustees requested a written report to identify the main financial issues facing the
District, particularly with regard to the General Operating Fund.!

Background Of The Preparer

VTD is a one of the largest certified public accounting firms in California and one of the largest providers
of K-12 school district audits and consulting services, both in terms of dollars audited and students
served. The partner on this engagement, Caroline Larson, has approaching 20 years of experience as
either an internal controller or as a consultant for school districts, community colleges and county offices
of education within the State. It is with this experience that our firm provides the District with a response
to the Board of Trustee’s request.

Strategic Process

A District’s financial statements reflect the priorities of the District and the community. This is evident
with the Del Mar Union School District financial statements. The District is financially committed to
small class sizes, small schools and offering more than the core curriculum.

Therefore, the exhibits presented in this report are an attempt to address the costs associated with
implementing these priorities.” The exhibits focus on 86% of the budget, the employee component,
which is where the District would focus to either validate the current course of action, or create strategic
change for the future.?

Discretionary spending represents approximately 6% of the budget. The “discretionary spending” is
money allocated for school site budgets, travel, conferences and dues.

The remaining 11% of spending is made up of 7% for contracts, many of which serve student needs (i.e.,
special education) and 4% is for utilities, communications, insurance, debt service, and postemployment
benefit allocations per Governmental Accounting Statement Board number 45 (GASB 45).

In other words, there are few costs in a school district budget that do not readily impact the student
experience. Since most of these costs are site-based and / or mandated, and not a major portion of the
budget, they are not the focus of this report.

In a report of this type, there is a need to not only disclose information that describes the organization
accurately, but also to provide a framework, a baseline, or a comparative for relevant context.

It is difficult to find comparables that all interested parties may agree as being “comparable.” It is
understood that all educational entities are a reflection of local priorities, the financial and political
condition of California, and the status of the global economy.

' Funds 03 and 06, in the District’s general ledger

2 Exhibit One is a pie chart demonstrating that 86% of available revenue for the Del Mar USD Adopted Budget
2008/09 is projected for employee costs.

? The expenses are reported as a percentage of available current revenue. Therefore, the total will exceed 100%.
The District is projected to spend 3% more revenue than it is projected to receive.



The comparables in this report have been selected because they are one of a few types:

1) Neighboring basic aid districts, various sizes, brought together by geographic proximity
(Example: Solana Beach School District),

2) A revenue limit district of similar size that reduced expenditures and downsized to maintain
solvency (Example: Revenue Limit Recovering AB 1200)* and

3) A revenue limit district of similar size that has a highly involved communitg' and a donation base
of $1 million. (Example: Revenue Limit Engaged Community/Donations)

Each comparable provides a learning point:

1) The basic aid district comparison® demonstrates that there are various levels of basic aid even within
the immediate geographic area of Del Mar USD. Even within the immediate geographic area, a high
property tax base supports its students from very close to the revenue limit amount (Encinitas SD and
Carlsbad USD) to over $9,000-$10,000 per student (Rancho Santa Fe SD and Solana Beach ESD).
The stability of the tax base, the stability of student enrollment, the amount of student enrollment and
the grade spans served all bear on a district’s ability to add program to match revenue. Therefore, just
because a district is basic aid, it may be as far apart from its geographic neighbor in income as one is
to a revenue limit district.

2) The district with the most limited resources (Revenue Limit, Recovering AB 1200) is provided to
demonstrate what operating at a similar size as a revenue limit district would look like. It is a
guideline for what this district viewed as the most support it could offer students with the available
resources, when confronted with fiscal distress. It provides a baseline of service that may or may not
be compatible with Del Mar’s priorities, but gives a perspective as to the amount of total enrichment
Del Mar provides.

3) The district with the highly engaged community (Revenue Limit Engaged Community/Donations) is
provided to show what a district would look like under revenue limit conditions, enhanced with
donations. Since this district resides in an older, developed community with stable residence and
commerce, it does not have a sufficient tax base to be basic aid. = However, the community
commitment to education is as strong as Del Mar’s.

These comparables are not included to suggest that Del Mar USD should staff, compensate employees or
configure schools as these districts have. They are provided as an example of what other districts do to
educate their students when faced with challenges and limited resources. ’

FACTORS THAT AFFECT DEL MAR'’S FINANCIAL CONDITION
Certain factors contribute to making each school district within California a unique, educational
experience. Each of these factors also has bearing on the financial condition of a District, and how it

* This District ended the 2005/06 school year with approximately a .3% fund balance, below the required 3% for
revenue limit districts. The District is an example of the type of administration, certificated / classified support and
direct services that this District has chosen to maintain under very difficult circumstances. Since every district has
unique needs, these basic services are not meant to be considered a universal choice for every district.

3 Exhibits Two and Three provide comparatives of percent of revenue spent and dollars per student spent for Del
Mar USD, Solana Beach, Revenue Limit AB 1200 and Revenue Limit Plus Donations.

8 Exhibit Four compares Del Mar USD, Solana Beach ESD, Rancho Santa Fe SD, Cardiff By The Sea SD, Encinitas
SD, and Carlsbad SD with the Revenue Limit Recovery AB 1200 District and the Revenue Limit Plus Donations
District

7 Exhibits 14-16 and 19-20 show the various FTE assigned to DMUSD and, in some cases, a comparative district.



operates and influences the culture of the District. When considering Del Mar Union School District, the
following factors are strategically important from a financial consultant’s perspective.

1) Basic aid status

2) Student demographics

3) Income growth

4) Student enrollment growth. The District more than tripled its student population in the past 15
years.

5) Growth in facilities construction, funded through Community Facilities Districts. The District
has grown from operating three (3) school sites to eight (8) school sites during the past 15 years.

6) Contractual obligations

7) Financial support from its community from an Educational Foundation and Parent-Teacher
Associations

8) Recent change in District leadership

9) Small class size

10) Small schools

This report will address each of these items as it relates to the fiscal health of the District in more or less
detail. The report will identify why this consultant believes these items are the core drivers of financial
stability or instability of this district.

EXECUTIVE SUMMARY
Core Drivers of Financial Stability or Instability of the District

(1) Basic Aid: Basic Aid status in the Del Mar Union School District provides the District with
approximately $1900 more per student than a Revenue Limit District each year. This is a positive
financial gain to the District to fund the quality of the program and the staffing that can be provided.
Maintaining Basic Aid status is not an assurance of solvency. The amount of property taxes that a basic
aid district receives is uncertain. However, to be financially prudent, the District should recognize that
32% of its expenditure budget is at-risk at any point in time. Therefore, the District should maintain its
reserve of 20% and operate with a budget whereby revenue does not exceed expense.

@) Student Demographics: DMUSD does not serve high populations of students that have been
identified by the government as requiring special services, other than Special Education students. This is
a benefit to the District because many of these programs for certain identified populations are mandated
and unfunded. The District also maintains more local control than other districts and has more flexibility
in program delivery and resource allocation. However, the cost of serving the District’s Special Needs
populations far outstrips the income received from federal and state programs. The District’s unfunded
contribution to special education is currently projected to be over $3 million.?

3) Income Growth: The District has enjoyed many years of tax growth due to favorable economic
conditions. However, tax growth that benefits basic aid districts in excess of 1-2% is only possible with
positive economic conditions. The strategic part of the budgeting process is structuring an educational
delivery program to withstand an uncertain income stream in an organization that has high fixed costs.

In any one year, a District’s fund balance may need to absorb the amount of expense that exceeds
revenue. The District’s fund balance is a one-time source of funds for unexpected occurrences. The
District may wish to establish the amount of risk that it is willing to take on an annual basis and discuss
ways in which it would adjust the subsequent year’s programs to accommodate such unexpected events.

® Includes Special Education, K-6, Preschool, and transportation.



Please note that a District must maintain a sufficient fund balance for cash flow purposes. A sufficient
fund balance enables regular operating events to occur, such as paying payroll and vendors.

4) Student Enrollment Growth: Since the early 1990’s, the District has increased from 1200
students to 4130 students, and increased the number of sites from three (3) to eight (8). There has also
been an increase in educational mandates and technology, as well as the requirements for administering
and accounting for these changes.

The District has evolved from a very small school district to a small school district. > With this, the
District may no longer benefit from special legislation or supplemental government services that
accommodate very small school districts. Therefore, the District needs to expand its administrative
resources to match what the government is no longer providing to ensure adequate compliance.'

&) Growth In Facilities Construction, Funded Through Community Facilities Districts: A prudent

business practice is to fund capital projects separately from the general operating funds and with secured
debt. By funding facilities in this way, Del Mar USD has reduced the risk that operating funds will be
needed for supporting construction. It also minimizes the amount of funds that need to be invested
annually in routine repair and maintenance (RRM) of such buildings. If the District does not use State
funds for construction, then the requirement for spending 3% of the expenditure budget on RRM is
relieved.

©) Contractual Obligations: Legislation favorable to school district employees in California has
created an environment that can limit management’s ability to respond to declines in property taxes, the
economy and population shifts and demographics. Del Mar USD’s contract has language that binds the
district to over $7.4 million in employee costs, whether directly, indirectly or through lost opportunity.'!
This calculation could be easily calculated differently. In fact, it could be a calculation as unique as the
person performing the calculation. The reason for including this calculation is to enable the District to
begin a conversation with stakeholders on this very important topic.

@) Financial Support from the School Community: The District benefits from an engaged, affluent
community that supports education. In 2007/08, the District received approximately $557,000 in local
donations to fund the District’s Extended Learning Program (enrichment program). The enrichment
program supports teachers and instructional aides in the arts, music, technology, physical education, math,
science and language. Donations provided 16-18% of the full funding needed to operate the program.
Therefore, general purpose funds of the District fund the remaining 82-84%.'*

® Recent Change in District Leadership: When leadership changes at the Board level, the
Superintendent, and / or the Administrative Team, there is always a transition period. Changes in
leadership are monitored by oversight agencies until they deem that the transition has been a stable one.
This process has been codified in California law with the enactment of AB 2756.'* A checklist has been

°A very small school district is one with enrollment under 2500 students.

1% Exhibits 6-11 demonstrate the growth in student population and school site expansion. Some focus on DMUSD
only, and some compare to other school districts with similar enrollment, albeit a slightly different grade level
served in some cases.

' Exhibit Five details the calculations associated with lost opportunity cost, and / or direct and indirect costs to the
district associated with the Certificated Bargaining Unit contract.

2 Exhibits 17 and 18 detail the cost of the certificated and classified enrichment staff.

13 AB 2756 is related to the corporate oversight legislation of Sarbanes-Oxley (SOX). SOX was enacted as a
reaction to several corporate financial failures, most notably, the Enron Corporation.



provided from the Fiscal Crisis Management Assistance Team (FCMAT) to enable the District to self-
monitor. The District has four new Board members in the past three years. Within the past four months,
Del Mar USD has filled vacancies in the positions of Superintendent, Technology Director, and Site
Principal . The District also created a Director of State & Federal Programs position and filled it in the
current year.

) Small Class Size: Small class size is part of the negotiated contract at Del Mar USD. This
contractual agreement exceeds State mandates. The District invests approximately $1.225 million to
achieve low class sizes in all grades served. The District invests approximately $269 per Grade K-3
student and $332 per Grade 4-6 student to keep classes at a lower level.

The District may implement Option Two for K, as many Districts do. Option Two means that the
Kindergarten teachers, both am and pm, would assist each other during half of the instructional day,
during times of reading and math delivery. The potential savings would be approximately $298,820, an
average of $514 per student.'*

(10)  Small Schools: Small schools are investment. The incremental cost, or fixed cost, to operate a
small school varies from district to district depending upon how each district chooses to staff the site, the
utility burden, and the Board policy to provide new supplies and textbooks for the site. In the case of Del
Mar USD, small schools are an investment of approximately $1.62 million per site. The cost of personnel
is $1.12 million, the cost of supplies and textbooks is $400,000 and the cost for utilities is $95,000.

These are costs that are estimated based on the calculations in exhibits 12 and 13.

REPORT FOR THE DEL MAR UNION SCHOOL DISTRICT

(1) BASIC AID STATUS

Background Information

Districts do not choose to become a basic aid district. They become a basic aid district when the amount
of property taxes per pupil exceeds the amount per pupil that the state has guaranteed for a district of its
type (i.e., elementary, high school or unified) under the revenue limit calculation.

Basic aid is a calculation that divides the property taxes by the number of pupils to get a per pupil dollar
figure. When that figure is compared to the district’s revenue limit, the district becomes basic aid when it
would receive more from the property taxes than the state would provide.

Once the District achieves basic aid status, it would be optimum for the District to be able to maintain this
status. Otherwise, the District is operating on a revenue limit model with added uncertainty. Even if a
district is in basic aid status, it needs to have a substantial difference in property taxes to make the status
worthwhile. Otherwise, the District is not much better off financially than a revenue limit district.

Only about 2% of the average daily attendance, or about 60-80 of the 1000 school districts in California,
are basic aid districts. The remaining districts are funded as “revenue limit” districts. The state adopted
revenue limits as a means of funding K-12 school districts in response to the State Supreme Court ruling
in the Serrano v. Priest case in the mid-1970’s. This case held that students were entitled to equal
protection under the law and that the quality of their education should not be determined by the property
wealth of the district. In turn, the state guaranteed districts a certain amount of funding per pupil,

' Exhibits 21-23 detail the cost of the class size programs. The difference between the costs represented in Exhibit 5
and the ones on Exhibits 21-23 are the employee benefits are included in Exhibit 5 and a more conservative
approach is used in exhibits 21-23, whereby benefits are not included.



regardless of the contribution from the local property tax. For districts whose property tax exceeded this
guarantee, (i.e., the revenue limit), the state provided no additional state aid, apart from the $120 per pupil
guaranteed by the State Constitution. Thus, these districts became known as basic aid districts.”” As of
2003/04, the State discontinued the $120 per student for Basic Aid districts, yet the name still stands in
recognition of this contribution.

In general, there are three characteristics that can lead to a school district being basic aid. First, a school
district can be basic aid as a result of having a very low revenue limit calculation and, thus, it is easy for
property tax income to exceed the low state revenue limit threshold. Fallbrook Elementary School
District, as an example, was at one time a basic aid school district—primarily because of the property tax
payment it received from San Diego Gas & Electric for the San Onofre power-plant that was in its
territory. The district, however, had a very low revenue limit and was called “low wealth” while it was
also basic aid."®

Second, a district can be basic aid as a result of a decline in the district’s enrollment and moderate growth
in district property tax income. If a district’s enrollment declines quickly, the authorized total revenue
limit will also decline quickly. If, however, the district property tax values grow, the dollar amounts from
property tax income can exceed the computed revenue limit. Any time a district’s property tax income
exceeds the revenue limit threshold, the district is, by definition, basic aid."”

Third, a district can be basic aid as a consequence of high property tax values. A district that has oil wells,
as an example, often has high property values per pupil and will have high property tax yields per ADA.
School districts in the oil fields of Kern County, such as Taft Union High School District, have high
property wealth as a result of high assessed value and large property tax payments by large oil companies.
Other examples of basic aid school districts include San Luis Coastal Unified School District which has a
large power-plant in its jurisdiction, and Palo Alto USD or Hillsborough School District, both of which
have high residential property wealth within the district.’®

Impact On Del Mar Union School District
DMUSD is an example of the third type of Basic Aid District, one of high property values.

Not all Districts have a high chance of maintaining Basic Aid status or of preserving their income stream.
DMUSD may have a higher chance than most because of:

1. The fact that planned future development of homes with high property values is expected to continue
since there is still significant undeveloped land in the District.

2. Del Mar USD’s Property Tax calculation has consistently yielded 32% more income for general
purpose operating use than a revenue limit district. In other words, Del Mar is not on the cusp of
revenue limit; the district exceeds the revenue limit by a significant margin.

Basic aid status, in and of itself does not protect a district from financial crisis. The higher the tax dollars
per student, the higher the likelihood that the District will build programs that are supported by these
dollars as if they are on-going. Being a basic aid district can be likened to owning a stock of a

'> Ed Source Web Site

'6 Distributed by Schools For Sound Finance (SF) Prepared by School Services of California, Inc., 1121 L Street,
Suite 1060, Sacramento, CA 95814

" Distributed by Schools For Sound Finance (SF) Prepared by School Services of California, Inc., 1121 L Street,
Suite 1060, Sacramento, CA 95814

® Distributed by Schools For Sound Finance (SF) Prepared by School Services of California, Inc., 1121 L Street,
Suite 1060, Sacramento, CA 95814
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corporation and revenue limit districts can be likened to owning a bond. The outcomes for students,
parents, employees and the community can be high in a basic aid district, but the downside risk is higher
and the likelihood of the return is more volatile than a revenue limit district.

Del Mar USD currently receives approximately $7500 per student in general purpose funds as a basic aid
district. Del Mar USD would receive $5600 per student as a revenue limit district. The District receives
approximately $1900 more per student as a Basic Aid district than it would as a revenue limit district."

To be financially prudent, the District should recognize that 32% of its expenditure budget is at-risk at
any point in time.

(2) STUDENT DEMOGRAPHICS

Background Information

Many people believe that students served by basic aid school districts are one homogenous, affluent group
of students—this couldn’t be further from the truth. The fact is that basic aid school districts in California
serve students from all ethnic and economic backgrounds. For example:

* In Belridge Elementary School District (Kern County), 96% of the students participated in the free or
reduced meal program and 70% are English Learners.

¢ In Horicon Elementary School District (Sonoma County), over 50% of students are considered ethnic
minority and more than 70% of students participate in the free or reduced meal program.

e Nearly 80% of the students in the Sausalito Marin City School District (Marin County) are considered
ethnic minorities.

® Almost half of the students in the Calistoga Joint Unified School District (Napa County) are English
Learners.

* More than two-thirds of the students attending Fremont Union High School District (Santa Clara
County) are considered ethnic minorities.

e At Vista del Mar Union Elementary District (Santa Barbara County), almost 50% of the students
participated in the free or reduced price lunch program, while 30% of the students are English
Learners.

¢ At Del Mar Union School District (San Diego County), 66% of students are White, 25% are Asian,
less than 12% are English Learners, less than 4% are qualified for free and reduced price lunch
qualified and less than 10% are identified as special education students.”

Demographics Impact On Del Mar Union School District

Most federal and state funding models are based on demographic data. The funds are to be used to serve
certain populations that are deemed to have higher than average needs. Examples of the largest nationally
categorically funded programs are Special Education, Title I and the Child Nutrition program.

' Appendix 1, Chart comparing property tax revenue to revenue limit for several districts.
% CBEDS data, October 2007
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Special Education, K-6
The demographic data above suggests that the District is below the State average of 13% special

education identification within the student population.”’ Therefore, by managing the care and needs of
special education students, DMUSD has the potential to be financially ahead of the national average of
general fund contribution® due to this statistic. Or in other words, the potential for less general fund
contribution is available to the district due to the smaller identified population. It is recognized that the
percentage of the student population is not the sole indicator of general fund contribution. One student’s
extreme needs could, at any time, far exceed this categorical resource by many times.

However, since its initial enactment in 1975, federal law has included a commitment to pay 40 percent of
the average per student cost for every special education student. Nationally, the current average cost to
educate a non-special education student is $7,552 and the average cost to educate a special education
student is an additional $9,369 per student, or $16,921. Unfortunately, the federal government is
providing local school districts with just under 20 percent of its commitment rather than the 40 percent
specified by the law, creating a shortfall for states and local agencies.”

Del Mar USD receives approximately $1,470 of Federal dollars and $3,600 of State dollars per K-12
special education student. Each special education student’s needs are unique to the individual per their
education plan. Therefore, when considering the available dollars to serve a special education student, the
District should add these dollars to the property tax available to every non-special education student,
approximately $7400 per student, to come to a total of $12,470 available.

The general fund contribution for a special education student, if held to the national average standard of
education, is about $4,450 ($16,921 less $12,470). Del Mar’s average general fund contribution is
approximately $5,500 per student, about $1,000 more per student. The contribution has been increasing
at about 10% per year.

Special Education, Pre-K

Another area of financial concern for districts today, is the lack of available funds to serve the pre-K
special education students. The District currently receives approximately $110,000 to serve this
population. The District expected cost in 2008/09 is $710,000, an increase from $668,000 in 2007/08 and
$505,000 in 2006/07.2¢

The District currently serves 50 pre-school students in SDC classes. The average general fund
contribution for the Preschool program is approximately $12,000 per student, creating a deficit of
$600,000 in the current school year.

Special Education. Transportation
Another categorical program that encroaches State-wide on the general purpose funds of a district is the

transportation program. The District is required to serve severely disabled (SD) special education or
orthopedic-impaired (OI) students, and the students who have transportation included in their
Individualized Education Program (IEP). The District may serve all other students through the Home to
School Transportation (HTS) program, a program that is not required.

2! School Services of California

%2 General fund contribution is defined as the amount that general purpose funds must be used to pay for mandated
Federal or State programs that are not fully funded.

% National Education Association web page

* Direct costs charged to pre-school SACS goal 5730 in District’s general ledger
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The Special Education Transportation program funding is for the SD/OI students only, so any non-
SH/OH students with an IEP would be served through the HTS program. The entitlement for each eligible
district will be equal to the lesser of (1) the prior-year Home to School education or SD/OI entitlement or
(2) the prior-year's approved HTS or SD/OI transportation costs, respectively. Annual funding is
contingent upon the availability of funds in the Budget Act.

The financial challenge of this program is that the entitlements were benchmarked in 1984, based on
expenditures at the time and have only been adjusted by the statewide cost of living adjustments (COLA).
In other words, the funding formula is not per pupil. Unfortunately, many districts have grown since that
time, needs have changed and costs to transport students have exceeded the COLA. Each of these factors
contributes to the general fund contribution of this mandate because the funding formula has not been re-
visited by the State.

Del Mar USD receives approximately $75,000 per year to transport all of its students under the HTS
program. However, under the mandated SD/OI program, DMUSD does not receive any funding.
DMUSD evidently did not have any students in this category at the time of the benchmarking, and since
the funding model has not been re-visited by the legislature in over 25 years, the district has not received
apportionment for this requirement.

DMUSD reported in 2007/08 that the costs to transport students were approximately $375,000, therefore
an general fund contribution of $300,000 exists. The District reported 31 students in the SD/OI program
and 13 students with IEP’s that include transportation. It is a local decision to write a transportation
requirement into an IEP for a non-SD/OI student. On average, the District is contracting to transport the
44 students at over $8500 per year per student. The funding is not per pupil, so cost containment of this
program is critical to financial success. The program will only be funded on $75,000 per year plus
COLA, regardless of the number of students that have a mandated need.

Child Nutrition Program
Regarding the Child Nutrition program, the District, by contracting out services, is able to achieve break-

even on their income statement. Even though only 3% of the population qualifies for free and reduced
lunch at DMUSD, 12% of the cafeteria revenue comes from these students participating. This statistic
can lend itself to the conclusion that increasing meal prices for the paid students may need to be
considered to ensure solvency of this fund, since controlling costs has already been considered with the
current contract.

Title I

Regarding Title I, the District had a 2005 student population of 159 eligible students, and from there, it is
projected that the District could receive approximately $105,000 of Title I funding in 2008/09. These are
preliminary California calculations that were released in October 2008. Therefore, the District could
potentially receive $660 per eligible student to serve these needs.

The District has met with the Title I program manager at San Diego County Office of Education
(SDCOE) to discuss this matter. The SDCOE recommendation was for DMUSD to forgo receiving these
funds. Implementation and compliance requirement costs would exceed the District’s funding level at the
two sites that qualify. The District is in compliance with offering the services to students from the
unrestricted funds.

Economic Impact Aid
The District does participate in the State program to educate English learners, the Economic Impact Aid:

Limited English Proficiency (EIA/LEP) program. DMUSD receives approximately $112,000 to serve
463 students, or $241 per learner. The number of ELL students is 11% of DMUSD’s population.
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In conclusion, unlike many districts in California, DMUSD does not serve populations that have been
identified by the government as requiring special services, other than Special Education students. This is
a benefit to the District because many of these programs are mandated and unfunded. The District also
maintains more local control than other districts and has more flexibility in program delivery and resource
allocation. However, the cost of serving the District’s Special Needs populations far outstrips the income
received from federal and state programs. The District’s unfunded contribution to special education is
currently projected to be over $3 million.”

(3) INCOME GROWTH

Background Information
A basic aid district has no control over the revenues it receives from the property tax. Property tax

collections can vary from year to year, depending upon local economic conditions, sales of commercial,
industrial and residential property, conversion of property to higher value parcels, and reassessments
(including downward reassessments during down markets).

Property tax growth is limited by legislation within California. The basic property tax rate in California
is 1% of assessed valuation, as determined by the passage of Proposition 13 in 1978. Proposition 13 also
restricted the increase in assessed valuation to the lower of the annual change in the Consumer Price
Index (CPI) or 2%

Therefore, tax growth that benefits basic aid districts in excess of 1-2% is only possible with positive
economic conditions.

Impact For Del Mar Union School District

For the past 20 years, global and local economic conditions have flourished. This has directly benefited
the District. Property taxes comprise approximately 76-81% of the revenue of the Del Mar Union School

District.?

The County of San Diego via the San Diego County Office of Education provides assessed valuation
information to the District so that they may base their revenue projections on that information. The City
Of Del Mar’s assessed valuation is combined with taxes from other portions of San Diego, to create the
total amount of taxes available to the District.

Over the past 5 years, the Del Mar Union School District has increased property tax revenue by 10% or
more, year after year. The Del Mar Union School District’s boundaries are 10% in the City of Del Mar
and 90% in the City of San Diego. Although there has been positive growth in the past, San Diego
County’s economic indicators have suggested that the greater geographic area has been in a downturn for
the past 30 months. It is uncertain how this economic information will directly affect Del Mar Union
School District.

As of December 2, 2008, the University of San Diego's Index of Leading Economic Indicators for San
Diego County fell 2.3 percent in October. This was the biggest one-month change in the Index in either
direction on record. Every component was down and down significantly during the month, with the
biggest damage occurring in local stock prices and initial claims for unemployment insurance. The

% Includes Special Education, K-6, Preschool, and transportation.

%6 Ed Source Web page

%7 City of Del Mar Capital & Operating Budget 2007/08 and 2008/09
2 Appendix 2
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components are: 1) Building permits, 2) Unemployment insurance, 3) Stock prices, 4) Consumer
confidence, 5) Help wanted advertising, and 6) The national economy. With October's drop, the USD
Index has now fallen in 30 of the last 31 months.””

Evidence of the need to realign economic thinking is everywhere. This is the most urgent reason for Del
Mar USD to reconsider allocation of funding connected to its strategic plan at this time. The latest
estimate (December 2008) of property tax growth is 2%. Del Mar USD budgeted approximately
$780,000 of income growth, or 2.6% in its First Interim Report. A one percent growth factor equals
about $300,000 or about $73 per pupil enrollment.

The most difficult part in analyzing this economic downturn is whether the District will be facing a
decline in total revenue, or whether it will face a decline in the amount of revenue growth from higher
assessed valuation. Regardless, the strategic part of this process is structuring an educational delivery
program to withstand an uncertain income stream in an organization that has high fixed costs.

The fixed costs of a school district are its employee contracts, utilities, insurance, debt service and
communications. Employee costs represent approximately 86% of projected operating revenue. Utilities,
insurance, debt service and communications costs are approximately 3.3%. Examples of fixed costs that
can increase unilaterally, beyond District control, are employee step and column movement, utilities,
communications and contracts.

Therefore, an economic downturn has an immediate effect on the fund balance (equity) of a basic aid
district and the reserves need to be sufficient to maintain solvency while the district re-aligns its structure
to accommodate the economic change. DMUSD has a fund balance of 20% for that purpose. However,
32% of the District’s expenditure budget is at risk at any point in time.

(4) STUDENT ENROLLMENT GROWTH

Background Information.

Unlike revenue limit districts, basic aid districts do not receive funding based upon
district enrollment. Property tax revenue has no direct relationship with district enrollment.*

Therefore, the financial equation for basic aid districts is inversely related to their revenue limit
counterparts. The lower the population served by the same amount of property taxes is a financial
benefit to a basic aid district. Whereas, a revenue limit district benefits by a growing student population,
so long as incremental costs increase at a lower rate than incremental revenue.

Impact For Del Mar Union School District
Del Mar USD has tripled its student population in the past 15 years and is grojected to continue an

increase in enrollment until 2011, when it is expected to gradually decline.”!

Del Mar USD has changed from being a very small school district (under 2500 ADA) to a small district,
which is significant to its financial health. The District may need to allocate more financial resources to
administration than it is accustomed to providing.

% Professor Alan Gin School of Business Administration University of San Diego 5998 Alcal4 Park San Diego, CA
92110

% Ed Source web page

3! Davis Demographic Projections, 2007
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A very small school district may benefit from special accommodations for their small size. Sometimes 1)
mandates are waived /modified for very small districts, 2) special funding is provided, 3) supplemental
government services are provided to meet the mandate and 4) funding per pupil for a mandate may
benefit the very small or the very large.

Once a district like Del Mar exceeds the very small school district category, it is expected to provide the
infrastructure and funding for growth on its own. Just like a growing company, a growing school district
needs to develop policies, procedures and infrastructure to maintain compliance and accountability as the
depth and breadth of the mission of the organization expands.

The development and implementation of these processes requires additional supervision and technical
expertise. For example, special expertise exists for the deployment of technology. A district may be
responsible for implementing numerous applications, not to mention integrating the hardware and
software. In another example, the accounting for a district of this size increases with the complexity of
serving more schools with multiple funding streams, balanced with the need for providing public
information.

Therefore, mandated needs are an important part of the strategic process.

Another significant item to note regarding student population is the question as to whether the growth will
continue. The District contracts with an outside service that develops and provides student population
projections, which assists the District in planning for facilities and staffing needs. This service suggests
that the District’s student population may begin to decline as early as 2011.

(5) GROWTH IN FACILITIES CONSTRUCTION FUNDED THROUGH COMMUNITY
FACILITIES DISTRICTS

In addition to basic aid status, Del Mar USD is also able to support its mission statement by creating
Community Facilities Districts to finance facilities construction and building improvement.*> The bonds
issued by the CFD’s are used to pay for the construction of new sites and retire the Certificates of
Participation (COPS). Certificates of Participations are used to finance costs until the CFD is formed.
CFD’s are secured debt; secured by the taxing authority of the Mello-Roos District. COP’s are unsecured
debt; in other words, a repayment plan must be locally devised since the ability to tax is not part of the
COP issuance process. The local repayment plan is the formation of the CFD and the issuance of bonds
with taxing authority.

Creating CFD’s to build schools when money is otherwise unavailable through the State funding process,
makes for a successful financing model to maintain up-to-date, safe and secure facilities.

A prudent business practice is to fund capital projects separately from the general operating funds and
with secured debt. By prudently funding facilities, in this way, Del Mar has reduced the risk that
operating funds will be needed for supporting construction. It also minimizes the amount of funds that
need to be invested annually in routine, repair and maintenance (RRM) of such buildings. If the District
does not use State funds for construction, then the requirement for spending 3% of the expenditure budget
on RRM is relieved.

%2 District external audit report, 2006/07
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(6) EMPLOYEE CONTRACTUAL OBLIGATIONS

Background Information
The Rodda Act, which became operative in 1976, enacted provisions requiring the employer and

employee to meet and negotiate, thereby creating a collective bargaining atmosphere for public school
employers.”® These negotiations have resulted in contractual obligations that are as unique as the entities
that negotiate them. Each District has different norms for what defines the work day and the activities
that are included within and outside of the day. A District may choose to codify these norms in
contractual agreements. Whether by informal practice or by formal agreement, these norms result in fixed
costs for educational entities that can be difficult to modify.

Additionally, California Education Code provides employee protections that reduce the flexibility of
management. Some relevant protections are: 1) All classified employees subject to layoff due to lack of
work and/or lack of funds must receive notice at least 45 days prior to the effective date of the layoff. For
specially funded programs that are expiring, the classified employees in those programs must receive
written notice by Apnl 29 for the layoff to be effective at the end of the school year. ** 2) Certificated
employees must receive layoff notices prior to March 15®.%

When local contracts and practices emerge that are more restrictive than the abundance of legislation that
mandates educational actlvmes 1t limits the ability of a school district to respond to many external factors
that may be beyond its control.*®

Impact on Del Mar USD
Exhibit Five attempts to quantify the contractual benefits afforded DMUSD certificated bargaining unit

employees directly, indirectly, and / or as an opportunity cost to the District. This reviewer also
acknowledges that there are various ways to calculate the cost of a contract; this is one of many,
depending upon one’s perspective.

Del Mar USD has invested over $4.97 million in employees and its students in contractually binding
verbiage that one could venture may not exist in other District contracts. If this figure was not offset by
the Health and Welfare benefit cap of $2.43 million, which has been exchanged for salary schedule
improvement, the figure would be approximately $7.4 million.

Obviously, the District is in the business of investing in the future through public education. And
therefore, these types of costs may be found with or without a contract. The issue for this reviewer is that
this is a binding document for the District, limiting management flexibility in time of economic
downturns.

3 State Controller’s Office, State of California Web Page
Educanon Code [E.C.] Sections 45117 and 45308, School Services of California, Inc
35 Education Code [E.C.] Sections 44955, School Services of California, Inc

36 Such as property tax income, the economy, & population growth and demographics.

17



(7) FINANCIAL SUPPORT FROM THE SCHOOL COMMUNITY

Background Information

The District benefits from an engaged, affluent community that supports education. As with any
charitable process, balancing priorities of the organization with those of the donor requires an investment
of time and consideration of each other’s needs. Donations are made available through parent — teacher
associations and through an educational foundation.

The District implements an enrichment program to provide release for contractual obligations that offers
dedicated certificated staff in art, music, language, math, technology, physical education and science. The
enrichment program provides more than the necessary teacher planning time obligation. The program
employs 39 teachers and 160 hours of instructional aide time, district — wide, costing from $3.0 to $3.5
million. Fourteen and a half percent (14.5%) of the certificated teaching staff of the District is employed
by this program.

Last year, the District received approximately $557,000 in local donations to fund the enrichment
program. Donations provided 16-18% of the full funding needed to operate. Therefore, general purpose
funds of the District contribute the remaining 82-84% of the program.

A small state grant of $140,000 is also available. However, it is questionable whether this funding will
continue on an annual basis since it was appropriated with excess funds at the State in 2006/07. The State
is considering not funding programs initiated during 2006/07 due to the current State Budget Crisis.

(8) RECENT CHANGE IN DISTRICT LEADERSHIP

Background Information
A change in leadership at the Board level, the Superintendent and / or the District Leadership, is one of

the factors that oversight agencies monitor to see if there will be an impact on fiscal solvency.
Acknowledging the “change at the top,” has been codified in law in AB 2756, in an effort to strengthen
AB 1200. The County and State oversight process for school districts in California requires that Districts
disclose this on their Criteria and Standards, a supplemental checklist that accompanies every prepared
budget.

Additionally, the Fiscal Crisis Management and Assistance Team (FCMAT) developed a checklist of
itens that have been observed in districts that have experienced financial difficulty. While it is not
predicted that Del Mar USD will experience financial difficulty, the District may wish to use this
checklist to monitor itself.*’

Impact on Del Mar USD

The Board has recently welcomed three new Board members, two in 2006 and one in 2008. The
Superintendent joined the District in September 2008. Within the past four months, the District replaced
the Technology Director, a site principal and has added a new certificated Director of State and Federal
Projects.

37 Exhibit 24 contains the FCMAT checklist
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9 SMALL CLASS SIZE

Background Information

Education Code provides for limitations on class sizes by grade level. If a class size, by grade level
classification, exceeds either a maximum number by individual class or by an average for all classes, then
a penalty may be imposed by the State.

For kindergarten, an individual class size cannot exceed 33 students enrolled and the average cannot
exceed 31. For grades one through three, class enrollment cannot exceed 32 and average class size cannot
exceed 30.0. For grades 4 to 8, inclusive, the average number of students per full-time equivalent
classroom teacher must be 29.7 or lower than the average reported to the State in 1964, to avoid penalty.*®
Education Code applies to school districts that have not implemented K-3 Class Size Reduction (CSR).

Education Code 52124 sets the parameters for Districts that implement K-3 CSR  Class sizes are
determined by computing the average daily enrollment in each class, with active enrollment counts being
taken from the start of school through April 15", Resource Specialist (RSP) and Designated Instruction
& Services (DIS) pupils must be counted. Special Day Class pupils may or may not be included in the
count depending upon local policy to mainstream for all or any part of the school day.*

Instead of a hard cap of 20:1, Senate Bill 311 provides that classes that average 20.5 to 21.8 may be
claimed for funding purposes with reductions. The schedule appears like this:

Class Size: Below 20.45 Full funding

Class Size: 20.45 to 20.94 20% reduction in funding
Class Size: 20.95 to 21.44 40% reduction in funding
Class Size: 21.45 to 21.849 80% reduction in funding

Full funding for this program, at the time of this report is approximately $1000 per Option One enrolled

student and $500 per Option Two enrolled student. Option One is implemented for the full instructional
day. Option Two is implemented for at least one-half of the instructional day and must consist primarily
of direct instruction in reading and math.

Many Districts use Option Two to implement kindergarten CSR. If a district has morning and afternoon
K sessions, then the afternoon teacher can assist the morning teacher for half of the morning and vice
versa.

38 Education Code [E.C.] Section 41376
» Instructions, CDE K-3 CSR form
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Impact on Del Mar USD

Per the negotiated certificated bargaining unit contract, Del Mar USD fully implements K-3 CSR and a
27:1 teacher / student ratio in grades 4 through 6. This exceeds State Maximums as shown below:

Grade Level Class Enrollment Individual Class Limit- | Class Enrollment
Average — State CSR State Non CSR Average — State
NonCSR
Kindergarten 20:1 33 31:1
Grade 1-3 20:1 32 30:1
Grade 4-6 Not applicable None specified 29.7:1 or lower of ratio
in 1964

To determine the investment that the District is currently making to maintain ratios lower than the State
maximums, the following calculations were prepared.” For ease of calculation, these numbers represent
staffing at 30:1 across all grades.

Grade Level Average Current
Overall Proposed Investment Per Student
Savings to Provide A Reduced
Class Size
Kindergarten Through $619,108 $269
Grade 3
Grade 4-6 $606,479 $332

The District has one more option that it can consider. It may implement Option Two for K, as many
Districts do. The potential savings would be approximately $298,820, an average of $514.32 per
student.*!

(10) SMALL SCHOOLS

Background Information

Small schools represent an incremental cost of delivering educational services. The fixed costs associated
with operating a school are the full-time equivalent allocations of employees per site, utilities, and
supplies & textbooks that are purchased in lieu of the opening.

The fixed cost to operate small school sites also includes classroom teachers that would not otherwise
need to be hired. To further explain this concept, at larger sites, classrooms are able to be averaged over
larger groups of students and more combination classes are able to be created. In other words,
efficiencies in classroom staffing is achieved at larger sites.

“0 Exhibit 21 and 22 detail the calculations. In the grade K-3 calculation, the loss of K-3 CSR revenue is included
as well as the proposed savings in teacher full-time equivalents.
“! Exhibit 23 details the calculations from moving from Option One as currently implemented to Option Two.
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Impact on Del Mar USD

It is an educational priority to invest in smaller class sizes and smaller schools. The investment that Del
Mar USD has made is approximately $1.62 million per site.** This is a cost that would be saved if the
District combined two smaller sites and is a cost that is incurred to operate a small site that is above and
beyond the cost to house students at one large site. In other words, it works both ways.

The $1.12 million in excess cost is attributable to additional staff that is hired to operate the site, $95,000
is the estimated utility cost, and $400,000 is the estimated textbook and supply cost.*?

At Del Mar USD, the estimated increase in mainstream teaching staff when one operates two small sites
instead of one larger site, is approximately the cost of 3 teachers.*

“2 Exhibit 12 details the number of FTE, utilities and supplies used at DMUSD to operate a site, that are above and
beyond the cost had the students been housed in an existing site.

* One could dispute the inclusion of the cost of additional supplies, because students would normally be provided
with these items, regardless of the setting. However, it is the experience at the Del Mar USD to provide its sites
with new supplies and textbooks instead of transferring “old” supplies and textbooks.

4 Exhibit 13 details the calculation for needing more teaching staff at two small sites than one large site.
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8@ Capital Outlay; 0.3%
8 Conference & Mileage; 0.2% 8 Contracts; 7.1%

8 Debt Service; 0.3%

8 Support to Other Funds;

8 Utilties, Insurance, 0.5%

8 Indirect Costs; -0.1%

B Supplies & Textbaoks; 5.5

 Del Mar Union School District ! Expenditures As A Percentage Of Revenue

| Adopted Budget, 2008/09 ! Equal 103% Due To Projected Spending
. Expenditures As A Percentage of Revenue !
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COMPARISON OF SIMILAR ENROLLMENT DISTRICTS, AS A PERCENTAGE OF REVENUE AVAILABLE

0708
UNAUDITED
ACTUALS
Financial Information as a Percentage of REVENUE
Total Revenue Received in Current Year LIMIT
- ENGAGED
COMMUNITY/
Utilization of Resources ‘DONATIONS
STUDENT ENROLLMENT, 10/2007 4,258
State Aid / Property Tax Sources 71.8%
Federal Revenue 4 0
[State Revenue Cooon 15904
Local Revenue Lo
Transfers [n Z
[Total Revenue

Classroom Teachers
Psychologists. Nurses, Counselors
Administration-Certificated
Teachers On Assignment
Instructional Aides
Support_Library, Tech, Maintenance &
Operations
Administration-Classified
Clerical

Other Classified

Emplovee Benefits
Supplies & Textbooks

Utilties, Insurance, Communications
Conference & Mileage

Contracls
Capital Outlay
Counnty Education Services

lindirect Costs

Debt Service

Support to Other Funds

Total Spent Per Revenue Received,
Current Year

Beginning Fund Balance 15.4%

Revenue . 100._9_’;/&‘
Expense =99.4%

Ending Fund Balance, As A Percentage of

Revenue Available in the Current Year 16.0%

Exhibit 2



COMPARISON OF SIMILAR ENROLLMENT DISTRICTS, PER OCTOBER 2007 ENROLLMENT

UNAUDITED
- ACTUALS
DOLLARS PER 2007 CBEDS ALS REVENUE
ENROLLMENT
STUDENT ENROLLMENT, 1072007
[State Aid / Property Tax Sources
Federal Revenue

frroeremesares

State Revenue
Local Revenue
 Transfers In
Total Revenue

Classroom Teachers

Psychologists, Nurses, Counselors
Administration-Certificated

Teachers On Assignment

Instructional Aides

Support_Library, Tech, Maintenance &
Operations
Administration-Classified
Clerical
Other Classified
[Emplovee Benefits
Supplies & Textbooks

Utilties, Insurance, Communications
Conference & Mileage

Contracts
Capital Outlay
County Education Services
Indirect Costs
Debt Service
Support to Other Funds

Total Spent Per 2007 Student Envolled

Beginning Fund Balance
Revenue .
Expense : ; k 486151 S {7.785.45)
Ending Fund Balunce, Per Student
Enrolled, 2007 S s | : 1;256.44

Exhibit 3
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EFFECT OF COMBINING TWO SMALL LOCAL SITES

This calculation demonstrates that at least three additional teaching FTE are needed to operate two small sites
instead of operating one larger site,
38 Sections are needed in two small schools, 35 Sections are needed in one larger school.

200809 ENROLLMENT
DEL MAR HEIGHTS

DEL MAR HILLS
COMBINED ENROLLMENT

CURRENT SECTIONS / TEACHER FIE
DEL MAR HEIGHTS

DEL MAR HILLS
CURRENTSECHONS o

N

ESESERER IR [ I SN

G RTGAT G

gﬁgoa«c\c\

|

Exhibit 13



Pl nqyxy

LIO0ddNS "AAIM LORLLSIA "TVLOL

J40ddNS ALIS “TVLOLANS

VS.LE-¥HHOVAL

HILVLS TYINVOTYHIOL

HSUNN

00 T g LSIDOTOHDASd
ueds g~/ 3peiH | 001 50076 001 IVAIONIId LNVISISSV

e

A lonieaion itains
>
21N
-+

_oo:o.m ueds g-; apeiny suQ 009 000°cs8 008 TYVAIONIId

AALYIALLYAD ‘NOLLVELSININGY TVLOL

10310211(] payisse]D ADOTONHOAL 40 ¥O.LOTAIA

SHOIANMAS "11dNd 40 YOLOHAId
NOLLYONAH TYIOAdS 40 4O.LIUIT

SHLLITIOVA % SHYNOSTA NVINNH 40 dId

SWYHDOUd TYHdad1 % 4LV.LS 40 Y000

NOLLVONAd ‘LdNS LSSV

LNIANIINDIENS
A ASVIAONI ALd LNANWNDISSY
NOILVSNIdIWOD
60/800 AMOATH
AAVIVS TVANNY
QALYWLLST
PLISIA 0021 AV
u___..u.wouey— J_-OE__P--M
STIE ‘8-M LOILLSIA
LIWFT ANNIATY asn ¥vu 1ad

NOLLVALSININGY dIALVOLILLYID AdIM-LOIHLSIA




S1HqHIxg

¥
90'8€1°TEC

0 0
_b, 0 o lossto'ses
0 0 00'1v8'L89
* lo i [0 0 168"
0 0 io 0
10 0 Jo- o
0 0 lo 0 FONAIDS
0 fo o 0 .34
9 0 lo 0 JISON:
i [} 0 o 0 : ¥IHI0-083:
i 0 0 0 0 €L0L'<05 13V
; orL : Adnis
18 ANJANAAANE
00’ HOIH “dr “MOTASNNOD
t1LL 00°0F A U ) L
6LE 00°11 #35 0 [} 0 0 0 0 0P1L0ES | 90°€2 9
. fo0T dpe 92 0 Io ] 0 [ | LeseT’tzr 00'E 9/s
95§ 00’6 0 ovs 0 lo 0 0 0 R6°LYP'6SE | 00'1Z 3
00°1 1o 8 8 ;_m 0 lo 0 6662678 00°% Si¥
[0ES 0001 0 0 529 0 _m 0 0 09'¥8T0EL' [ 11°sT
(1g€ 00’6 0 0 0 loss *n 0 0 90729421 LLOF
00'€ 0 0 0 91 t1 0 0 T0°SSL0E! 007
oz 00'51 0 0 _e 0 —Rw 0 0 8L ZES V6L Y8
0 0 0 0 ¥l 9i 0 10°726 €51 007
SO§ 00'91 io lo Jo 1o lo (343 0 16'681°608°1 00°8¢C
Io lo lo 0 0 81 i 90'¥£0°6€ 1 0wz
0L 00°01 lo lo Io 1o 0 lo 695 9E'6E0°1£2T €20¢
SHYf 20 / ™SI 0021 ASNa asnng asnnag asnna asnNna asnna asninag ASNNG asning asnindg
mw___zow 9N S| 8Y w=_5>§& J:oE:Q..:m
STIE ‘$-) LD1U1SIa
LIAIT 3NNIATY
Jusuijjosy aLd wowjjosuy | udwijosuy | jusuioliy | WSwj0iug | uowijoiuy | usuijoig lioauy | usiujjasug ASVAUONI L INGWNDISSY |
uopmg [E10) wapmg [moyg | uapms wapms wopmig wapmg noapmg wapmg | Y ASANG | NOLLYSNAJWOD ONIHOVAL
-9 9pein -g spriny popesy | -gapmy | -zapmn | -1 opmn 60/3002 990438
AYVIVS IVANNY

60/8007 ‘SYTHOVAL AALVIIILLYED 40 NOLLVDOTIV



91 nquxy

Jds HOSAud

A FHONWVIAS AINVIVA
49014 THONVIAS dDAD0ILS Qds HOSHYd
JOAI FIONWVIAS ONVIUYD Jds HOSFud

A0 THOWVIAS

X

STHH ATIOL

2300ANIAAV

3aS HoSTd

TREE

DAY TAOWVIAS SUIAFIS HOd4dS
4001 THONVDIAS NOSXVIN HOA3dS
d0dId TAONVIAS 144n31 HOAAdS
40014 FY40NYIAS dOOMdOH HO34dS
NOANYD FOVS NIMdI HOd4dS
IV NYIOO0 amdaTHH HO343dS
SLHOIEH VN T4 NOSNHOf HOH3dS
AVIATEA THNAYD ZLIYYMHOS HOAAdS

ST1vVd AdTHSY

001 A0AR FAONVIAS YIDINYI04

00'1 S.LHOIHH ¥V 134 ZAANVYNYIH 2as
00’1 SLHOIFH IV T3d 2ds
00’1 AV 1Ed TAINAYD 2as

AVIN 1A TINYVD

STHH AFJHOL dSy
o'l STHH ATIOL dsd
001 STHH ATIOL dSy
001 49014 TAONVIAS WVHVYD dsy
001 DA FHONYIAS AANYHOE ds¥
00’1 NOANYD 4DVS SANOf-HTIFAV] dsy
001 NOANVYD 3OVS NOSNHO[ dsy
00l dIV NVIIO YLINIJYYO dSy
001 STHH 3VW 14d ZANLLIVIN dSy
00l SLHOIFH YV 14a NOSYHANY dsy
00} AV 144 THNIYD 100dDAd

INVNDId

NOSNHOf

AV T4 TaNEYD

NOLHOITIO

ad JALLAYAV

STIV AFTHSV

IR0

3d dALLIVAY
AWNDISSY

NOLLYONAA IVIDAdS
60/8007 ‘SANAWNOISSY ONIHOVAL ALLVILILLYAD



L1 1quyxy

16€ 00°S €0’y 009 0S°S £S5y oS’y 0S¥y 90'S {8)0], pusan
00'8 001 00'1 001 00’1 001 001 001 001 HOAL
00°L 00t 001 001 001 1 00! 001 JONIIDS
909 050 £5°0 001 001 £5°0 001 050 00l 3d
008 001 00'] 001 00'1 001 00’1 00'1 001 DISNN
052 050 001 050 050 ¥IHLO-OS3
95, 001 050 001 00'1 00} 00°1 Q0’1 90'1 ; LAY
IVIOL GNVYO STIIH EB L NOANVYD AV NVADO STIIH SLHOIAH AVIA STIVd INFTVAINOA
AJHIOL THONVIAS 30VS UVIA 13d WV 13a 134 1IN VD AT THSY ANLL 1104
ummuho:_ :c._uwmp—u&:._co 60/3800¢C uva_ucm jou $30(
des 81088 @ s1yauaq sej|am 3 Weay ‘[joiked Jo 1§ 1ad 9,0p°| 1B Siyousq jjoaed sopnjouf
£0L°S6T°E siovo'9oy § Lib it $ 80ESSy S £Sviis $ SLS'SLE $  £ZS'€0p S 01618¢ $S 0ss'szy 3 [E)0L pusts)
S61vhL $ | LLg68 S 166701 S_68V'8L S 69£'801 $ €LE°68 S 060 L1 LS vt $ 86076 S HJ3l
SI1°66S S | £8¥°8L S L18°09 $ I8¥'sL $  186°201 S 6LPSL $ 780°111 $ 0t£Lss $ FONAIDS
0LT'6EY s | vecoc S LOT'LE S _S80£'0L S 970°€L S POTLE S 18 S  889°Lf $ 1£0°69 st ad
L69'819 S | 89v°8L S €iv'vL $ 0086 S ZvZ001 g 781'l8 $ L6T0L g es'oL § €8€°7L $ DISON
85070 S | Ipp'ey g 959°69 § £IS'Ly g 8EY'EY S YIHLO-08H
89£°099 $ | £¥5°08 $ 6L8°8Y $  £L5°¢9 $ TI£'06 S LEE'68 $ LZT00] S 68'€8 $ L09'¢01 $ v
TVIOL ANVYED STIIH ERLIT NOANVD WIVNVAD0 STIIH SIHDIFH AV STIVd WVYDOUd
ATHUOL TUONVIAS 40Vs UV 13d AVIA 13d T4 TINIVYD AT THSY

150D pareINST ‘YTS PoreoyILa)

60/8007 "SYAHOVAL GALVOILLNID) "WVEDOUd INAWHOTUNG dsniNd




81 uauyxy

et 00’ €0y 00'9 05’ i5F [ [ 90° TI0L pusIZ)
0wl 3 . 3 19101 HOL

00’}

00t

00’1

Z1y3d10oMm

Nvgsian

18101, JONIIDS

SSESUORRSUOSSOOON 1. SOOI SOOI 5 9 & 1 2

NNIA:

DYIANYAS:

AQUANWOENT

NVNHSIHY

N =104 13 ¢}

¥IDDNA

yydars

-ZIANVNYL 4!

TAVLOLANVHD | STHH AZHdO0L

60/8007 "SUTHOVAL QILVIILY ) "TWVEDO0Ud LNAWHDIIINT asnina



61 nquyxy

4001 >co,_czg§mw@
53 665867 g i # :00¢ mpzﬁwam‘« m>i§,§z§c<\ FALLNDEXE / AVADOU
S8 T ; LSINOLLIFOTY
* 00'1 { 4OLYHIJO SNOLLYII1ENd:!
L (413013 g i 050 - NVIOINHOEL TINNOSYAd
T& 1 ; wzsgz:uma WNINONRIIND
10001 $ g o0k MOLOMAIG ‘SANNOUD HONVNHINIVI;
P $: # :00¢ (MAIVOTH ® ‘ava “HOSIA¥ZANS) SIAS IVIAOLSND
i ,U_W\,E,n $ i BE0ce (INFONIINIE940S LNVISISSV STADVIND STOIANGS SSANISNa
dAIAM LOTYLSIA Ad14ISSVTD
£66'11 T0A
| 2 EPLOL s 00'1 MHOMLAN/ADOTONHDAL
SL0 SHYI “MAF1D 3ONVAIND
isr ££90°192 s LSSV AUVITIDES
9SEPSE 3 YIADYNVI LNV'1d TOOHIS
65T 1L g ISIIVIIHL TYNOLIVINDD0
............... 06Egs . § FAIV-NAT
s L81'£0T $ DHdS VIQIW AdVHElT
‘‘‘‘‘‘ 7SL'T80°1 $ ad ds 1 3d1V LSNI
: 06z $ ISTHAAIV.LSNI
086°0Z $ 1131V LSNI
TEITT 788681 5 a3 4S13aIV.1ISNI
009 899°6L1 $ 1301V LSNI
: Spi'sg 3 113 301V 18NI
SOE IS s HD41 a1V HITViIH
Lré AVANVIJOLSND
00l SLITIY $ 0071 L1HDIN NVIAOLSND
PO SHA( A LINDAS SOdAVD
...... £ : SINVLSISSY TVNDNIlg
(SHAT D7)l 00'L PET6LE s 00'8 ANVIAYDIS TOOHIS NINaQV
q14 asIvd 4L NOLLITEDSHA 80f AA14ISSVID
6080 3HOAHd
AYVIVS TVINNY
d3ILVINLLSA
PLNSIQ 0021 9Y
Buriaa03y Judwpiosuy
STIE ‘8- LOIWLSIa
LIATT AONIATY asnnag

6007/8007 “HAIM.LOIYLSIA ‘NOLLVDOTIV A4 VLS AAIIISSV'IO



0z nqiyxg

[eouo8ae) 414 €1 - 4

[ou08a1e)) ¢7'/pied PLISIq ALd p1°1 - 9

pred oSt 314 ST'1 -4

[edHOdANRY p/pled WMISIA AL £€°1 - D

pled Jomsig 414 89 - g

[e0L0301e]y S /pIed 10LISIq ALd L1°1 -V

800 1quisoa] “fjoiked 1wuisic]

80/91/01
‘uonjeunioju] Jostazadng jjoiked Jousi :oomog

80/01/01 3UaLLI}j0IUZ 10LISIQ :30I005

=

FTR—

i3

I -

Q)
0

%%‘%

TUBUOIug TUSPIIS

wﬁﬁ, sraeateny %}ﬂ»ﬁ,/«

VNVIN LN

spaneanasnsnanes

60/8007 “A.LIS A9 NOLLVDOTTV J4VLS AAIAISSV'ID ASNNA



0T nqiyxy

[eouoSam) g1 €1 - A

[eouodaie) ¢z /pred LWSIA 414 ¥I'l - 4
pied lowsIq 914 ST'1 - A

[BoUI0F31e]) ' /pied 10MSIA AL €6 1 - )

pied 10sI 414 89 - 9
[eouod3e)) Gy /pied OWSIA ALd L1°] - V
8007 19quI03( ‘J[0IAR{ 10181

80/91/01
uotjeuLIoju] losiazadng (joifed JoLusig :20Inog
80/01/01 Juawijjolug 15LISI(] ;301008

&

TUSUI[[0AUT JUSPTUS

l%llé‘llé
'@ m Y

60/8007 “A.LIS A9 NOLLVDOTTV A4VLS AALAISSVTIO ASNNA



07 nqiyxyg

..... [eou08ey 14 €1 -

[2oL08018]) ¢7'/pied 0WSIQ 14 #1°1 - 9

pied wusiq 414 S2'1 - d

[eoL0831e)) b'/pied 10MISIQ 314 €61 - O

pred ouasiq 41489 - g

[B01108018) G*/pied PINSIQ LA Li'] - V

800C 49quia0a(] ‘[j014ed Jo1nsiq

80/91/01
‘uotyeuLIoju] losiazadng jjoiked 101asi(] :00.mog

80/01/01 Juswijioiuy 10LISI] :90iN0g

1USW[OIUH JUIPIIS

%

a81p

st,_mE ,_<z
.

Ummm <5m2 >m<&m5

~

psnvid

*
~QOhmDU

60/8007 “ALIS A€ NOLLVDOTTV 44VLS QAIAISSVID ASNINA



COST DIFFERENTIAL BETWEEN CLASS SIZE RATIO OF 27:1 AND 30:1, GRADES 4-6

L ' CFTE'sAt
; ~ TotalGraded-6 | | 30:1 Assumes Po '
4:Student:  S-Student  6-Student  Student | |Current Comho Teacher FTE
FTE  Enrollment  Enrollment Envoliment Enroliment Sections lasses . Sav
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COST DIFFERENTIAL BETWEEN CLASS SIZE RATIO OF 27:1 AND 30:1, GRADES 4-6

. FTE'Af
: . Total Graded-6 | 30:1 Asst
‘ 4-Student *  S-Student ' 6-Student . Student - | (
LAST NAME FTE - Enroliment ~Enrollinent Enrolilment 'Enrollment.
CHAPLUK 1.00 23

SO
SYCAMORE RIDGE Total
BISHOP

TORREY HILLS Total

SUMMARY

Total of Current Salaries Without 2008/09 Raise s 4,930,673
Total Current FTE 73.17
Average Classroom Grade 4-6 Teacher Salary s 67,387
Estimated FTE saved from 27:1 to 30:1 9
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AT
30:1  Potential

-

Sy
-

PASTOR
SAGE CANYON Total

= ” o
0 . A




e —
30:1 Potential

S . Assumes  Teacher
Total K-3 Current  Combo

If District Participates Fully at Option One

Students Currently Participating 2,305
Estimated Option 1 Funding $ 1,000
Estimated Revenue $ 2,305,000
Estimated Salary Cost Before 0809 Raise $ 8,538,395

If District Does Not Participate At All

Current Salary Cost $ 8,538,395
FTEs 122.64
Average Salary of Grade K-3 Teacher $ 69,622
Total teaching FTE before elimination 122.64
Loss of teachers due to CSR elimination 42)
Remaining Teaching FTE's 81
Cost of Remaining Teachers $ 5,614,287
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Cost Differential Between Option 1 and Option 2, Grade K

DMUSD Participates In Option I K, reduced class 20:1 for the entire instructional day
Option 2 K reduces class size for half of the instructional day, during the time devoted to reading
and math.

KStudent 0
Enrollment With Current Sections  Proposed Sections Potential Teacher
tionl . WithOptionl  WithOption2 _ FIE Savings

PERSIDOK
OCEAN AIR Total

Option 1 K Funding receives $1000 per student. Option 2 K receives $500 per student.

2,300,556
(581,000)

Option 1 Estimated Salary Cost Before 0809 Raise
Offset by revenue ($1000 x 581 students)

@ o

1,711,237 Savings of 8 FTE
(290,500)

Option 2 Estimated Salary Cost Before 0809 Raise

@ o

Offset by revenue ($500 x 581)

1,719,556
(1,420,737)

Contribution from General Fund to operate Option 1
Contribution from General Fund to operate Option 2

o

Savings to District For Changing From Option 1 to Option 2 $ 298,820
Number of K Students 581
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FCMAT Predictors Of Financial Difficulty

1. Leadership Breakdown
a. Governance crisis
b. Ineffective staff recruitment
¢. Board micromanagement and special interest groups influencing boards
d. Ineffective or no supervision
e. Litigation against district

2. Ineffective Communication
a. Staff unrest and morale issues
b. Absence of communication to educational community
c. Lack of interagency cooperation
d. Breakdown of internal systems (payroll, position control)

3. Collapse of Infrastructure
a. Unhealthful and unsafe facilities and sites
b. Deferred maintenance neglected
¢. Low Budget Priority
d. Local and state citations ignored
e. No long-range plan for facility maintenance

4. Inadequate Budget Development

a. Failure to recognize year-to-year trends, e.g., declining enrollment or deficit spending

b. Flawed ADA projections

c. Failure to maintain reserves

d. Salary and benefits in unrealistic proportions

e. Insufficient consideration of long-term bargaining agreement effects
f. Flawed multi-year projections

g. Inaccurate revenue and expenditure estimations

5. Limited Budget Monitoring
a. Failure to reconcile ledgers
b. Poor cash flow analysis and reconciliation
¢. Inadequate business systems and controls
d. Inattention to COE data
e. Failure to review management control reports
f. Bargaining agreements beyond state COLA
g. Lawsuit settlements

6. Poor Position Control
a. Identification of each position missing
b. Unauthorized hiring
c. Budget development process affected
d. No integration of position control with payroll

7. Ineffective Management Information Systems

a. Limited access to timely personnel, payroll, and budget control data and reports

b. Inadequate attention to system life cycles
¢. Inadequate communication systems
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FCMAT Predictors Of Financial Difficulty

8. Inattention to Categorical Programs

a. Escalating general fund encroachment
b. Lack of regular monitoring

c. Illegal expenditures

d. Failure to file claims

9, Substantial Long-Term Debt Commitments

a. Increased costs of employee health benefits

b. Certificates of participation

c. Retiree health benefits for employees and spouse
d. Expiring parcel taxes dedicated to ongoing costs

10. Human Resource Crisis
a. Shortage of staff (administrators, teachers, support, and board)

b. Teachers and support staff working out of assignment
c. Students/classrooms without teachers

d. Administrators coping with daily crisis intervention
. Inadequate staff development

11. Related Issues of Concern

a. Local and state audit exceptions

b. Disproportionate number of under performing schools

c. Staff, parent, and student exodus from the school district
d. Public support for public schools decreasing

. Inadequate community participation and communication
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